
“There are concerns that SEZs primarily focus on 
real estate, that there is a lack of a level playing field 
between manufacturing units within SEZs and those in 
domestic tariff area, and that there can be large losses 
of revenue on account of tax concessions for exports 
of goods and services that are already being exported 
without much concessions. These concerns would 
need to be addressed and where necessary adequate 
safeguards put in place.”

Planning commission, an approach to the 11th five-year 
plan (2006).

Abstract

Indian economy is one of the fastest-growing economies 
of the whole world. To further boost the tempo of its 
growth, it is leaving no stone unturned to increase the 
productivity of its resources and their proper utilisation. 
Establishment of special economic zones (SEZs) is one 
such endeavour of Indian government which promises 
to contribute towards its economic development 
through export promotion and manufacture of products 
for exports. SEZs have contributed to great measures 
towards the development of Indian economy. They 
have created employment for the increasing labour 
force of India and, at the same time, led to fast-track 
increase in the export earnings of India. SEZs hold the 
promise of development of the Indian economy both in 
the long and the short run. Present paper deals with 
the introduction of SEZs and their present status and 
future scope in the development of Indian economy.

Keywords:  Special Economic Zones, Indian 
Economy, Exports, Trade 

Special Economic Zones and Their Contribution in 
Indian Economy

Bharat Bhushan Sharma*, Virendra Raghuvanshi**, Padmini Verma***

	 *	 Agrasen PG College, Sikandrabad, Bulandshahr, Uttar Pradesh, India. Email: bharat237@gmail.com
	 **	 Professor, IIMT University, Meerut, Uttar Pradesh, India. Email: drvirendaraghuvanshi@gmail.com
***	 Assistant Professor, Mewar Group of Institutions, Ghaziabad, Uttar Pradesh, India. Email: Chaudhary.Pal@gmail.com

Introduction 
All the nations of the world endeavour to establish 
themselves as developed countries. All the developed and 
the underdeveloped nations of the world undertake trade 
and commerce activities to forward their economies on 
the path of economic growth. Trade takes place internally 
and externally in all the nations. Internal trade fulfils the 
demand of indigenous people and external trade helps 
in earning valuable foreign exchange. Industries help 
in producing an output of various goods and services. 
Industries face many hurdles in the process of production. 
Governments of different countries help businessmen 
to establish industries and provide different types of 
assistance to carry on the process of production on smooth 
lines. Special economic zones (SEZs) are specifically the 
geographical areas which are provided special privileges 
to run business.  SEZs are given better facilities in 
comparison to no special zone areas in all the countries. 
The Ministry of Trade and Commerce in India has also set 
up many SEZs to boost exports.  SEZs help in attracting 
investment by national business houses and foreign 
corporate houses. The export processing zones, which 
were set up by the Government of India for promotion of 
exports, have also been converted into SEZs. The Export 
Processing Zones (EPZs) of Santa Cruz (Mumbai), 
Kandla Surat (Gujarat), Chennai (Tamil Nadu), Falta 
(West Bengal), Noida (Uttar Pradesh), and The EPZs Of 
Vishakhapatnam (Andhra Pradesh) into SEZs. 

SEZs help in boosting exports of Indian economy by 
providing the resources of production at one place and 
facilitate the process of production. SEZs help in the 
concentration of all resources used in the process of 
production at one place and provide for hassle-free 
facilities and favourable environment for production 
and help in increasing the exports of India. They also 
help in increasing the earnings of the Indian economy in 
terms of net foreign exchange. SEZs comprise of units 
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which undertake production of goods and services. It is 
mandatory that the business unit which is established 
in SEZ should be a net export earner, but there is no 
guideline regarding the proportion of output that should 
be exported. 

SEZs can be set up by the government in collaboration 
with any other corporate house or venture. Units of SEZs 
may belong to the category of the private sector, public 
sector, or joint sector but it should mainly aim at exports 
and should be a net earner. 

Types of Special Economic Zones

SEZs can include the following types of trade promotion 
areas:

	 ●	 Free-trade zones (FTZ)
	 ●	 Export processing zones (EPZ)
	 ●	 Free zones/Free economic zones (FZ/ FEZ)
	 ●	 Industrial parks/industrial estates (IE)
	 ●	 Free ports
	 ●	 Bonded logistics parks (BLP)
	 ●	 Urban enterprise zones

Following Table 1 of SEZs provided by the World Bank 
brings out the distinction between different types of SEZs 
that are existent in most of the nations and contribute 
towards their development through export promotion and 
creation of large-scale employment opportunities. 

Table 1:  Types and Markets of Special Economic Zones

Type [6] Objective Size
Typical 

Location
Typical Activities Markets

EPZ (single Unit/
free enterprise)

Export manufacturing No minimum Countrywide Manufacturing, 
processing

Mostly export

EPZ (traditional) Export manufacturing <100 hectares None Manufacturing, 
processing

Mostly export

Free port/SEZ Integrated development >1000 hectares None Multi-use Internal, domestic, export
EPZ (hybrid) Export manufacturing <100 hectares None Manufacturing, 

processing
Export, domestic

FTZ Support trade <50 hectares Port of entry Entrepôts and 
trade-related

Domestic, re-export

Urban enterprise 
zone

Urban revitalization <50 hectares Urban/rural Multi-use Domestic 

Source: Report of the World Bank 

Current Status of Special Economic 
Zones in India 

It can be witnessed from Table 2 that, as per the rules of 
SEZs Act and rules issued in February 2006, a grant was 

approved for the setting up of 405 SEZs, out of which as 
many as 329 got notification and 32 of them were given 
In-Principal Approvals on 31st of December in the year 
of 2016. Out of this, 206 SEZs are operational, and 4,218 
have been approved on the basis of grant passed on 31st 
December 2016. 
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Contribution of SEZs in Macroeconomic Development of India 

SEZs have contributed tremendously in export promotion and employment creation in the Indian 
economy. Indian government has taken momentous steps to push export promotion through 
SEZs by undertaking several measures of fiscal incentives to promote investment in Indian 
economy. It has also set up the first EPZ in Kandla to overcome Anti Export Bias. This act was 
followed by the setting up of six more EPZs in India.  
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It can be seen from Table 3 that SEZs provided for a large-scale increase in exports by 5 percent 
and 0.2 percent of employment in the year of 2000. In the year of 2014, the exports increased to 
become 26% and employment increased to the tune of 4.2 percent.  
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The development of SEZs has crossed several milestones 
and SEZs have finally emerged as the true developer of 
Indian economy. Figure 1 presents the journey of SEZs 
which can be divided into five phases, namely, initial phase 
covered during the years of 1965-1980; the expansionary 
phase covered during the years of 1981-1990, then came 
the consolidation phase during the years of 1991-1999, 
again the expansionary phase during 2000-2006, and 
finally the growth phase during 2007-2015. The growth 
phase started after the enactment of the SEZs act. 

Special Privileges for SEZs 

SEZs are a haven for foreign trade and commerce. They 
not only help in the generation of production for the 
purpose of exports to earn valuable foreign exchange but 
also help in increasing the growth rate of employment in 
the economy. 

SEZs in India are the areas which are provided with 
special facilities by the government to increase qualitative 
production for the purpose of boosting the export sector 
of the Indian economy. 

The units established within SEZs are given facilities 
like relaxation in income tax and the taxation on 
profits. Specifically, the units of the corporations which 
are established in the area of SEZs are not required to 
pay income tax for the first 5 years of their operations. 
Moreover, after completion of that tax-free period, 
they are required to pay only 50 percent taxes. If the 
corporations agree to reinvest 50 percent of their profit 
earnings in their venture, the concession of paying only 
50 percent taxation continues for another 3 years.

For the units established in SEZs, the raw material is also 
exempted from any type of taxes or duty. All the raw 
materials ranging from cement to steel are provided to 
these corporations tax free. 

The government also takes the responsibility of acquiring 
land and providing them to the developers and the 

corporations, so that they can carry on their businesses on 
it. When government provides land to these corporations, 
it lays down only one condition that 25 percent of the land 
provided by government should be used for the purpose 
of export promotion activities and the remaining land 
can be used for economic and social infrastructure of the 
corporation. 

The operations that are approved by the government 
include housing, apartment, roads, convention centres, 
air-conditioning, cafeterias, restaurants, and different 
types of recreational facilities. 

SEZs also make provisions for the exemption of the labour 
laws so that they can attract corporations to establish their 
ventures in SEZs. 

Employment Provided by the SEZs in 
India 

Indian economy took special initiatives to boost the export 
earnings. In this endeavour, it established many SEZs in 
different parts of India. These SEZs have contributed 
tremendously to the generation of employment 
opportunities for the ever-increasing workforce of India. 

Table 4 puts forward the extent of investment undertaken 
by SEZs in the Indian economy. In the year 2013-14, 
the SEZs in Indian economy provided employment to 
as many as 12,83,307 persons with an investment of Rs. 
2,96,663 crore.

Table 5 puts forward the details pertaining to the extent 
of investment undertaken by SEZs in different states of 
India. This investment was done by SEZs during the time 
period covered by 2011-12 to 2013-14. As can be seen 
from Table 5, Maharashtra was the state which undertook 
the highest amount of investment in SEZs in the year of 
2013-14. Similarly, Punjab was the state with the highest 
compound annual growth rate of 63.17 percent. 
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government has taken various decisive measures in making SEZs the mainstay of export 
promotion activities and has led to the implementation of various measures to develop them. If 
proper direction and favourable environment is given, SEZs can truly act as the harbinger of 
export promotion activities in India. In addition to this, they can also help India make use of its 
demographic dividend.  
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mainstay of export promotion activities and has led to 
the implementation of various measures to develop them. 
If proper direction and favourable environment is given, 
SEZs can truly act as the harbinger of export promotion 
activities in India. In addition to this, they can also help 
India make use of its demographic dividend. 

References
The Planning Commission, An Approach to the 11th 

Five-Year Plan, 2006. 
KCG Portal of Journals. 
Ph.D. Research Bureau.


