Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

Special Economic Zones in India

This book systematically evaluates the trajectories of SEZs policymaking in India
and its performance. The findings of the study are the result of a detailed fieldwork
conducted by the author in India and China at different points in time. Exploring
Chinas SEZs policy and performance the book discusses whether the Indian
policymakers were aware of the nuances of the China’s SEZs policy and the various
facets of performance before replicating it for India. Performance analyses of Indian
SEZs are carried out using both conventional set of performance indicators and
new framework such as zone trade performance index, resource cost framework
and efficiency analysis. The book offers a balanced view to rate the performance of
Indian SEZs. In absolute terms, though performance of Indian SEZs scores better,
this becomes questionable on the ground of fiscal viability of SEZs projects and
efficiency in the production process. Variations in performance across zones explored
with the help of zone trade performance index highlight the need to attend zone and
sector specific problems and prospects. The significance of this study lies in its quest
for providing a holistic appraisal of the various unexplored issues in the literature
pertaining to SEZs in India. Through providing methodological contributions,
the book suggests a new set of framework to analyse the performance of SEZs and
appropriate policy directives for shaping SEZs as engines of growth.

Malini L. Tantri is Assistant Professor at the Centre for Economic Studies and Policy,
Institute for Social and Economic Change (ISEC), Bangalore, India. Her areas of
specialization include international trade and development — trade facilitation, India
China studies, trade and gender, special economic zones and food security. Dr Tantri
had previously worked at the Indian Institute of Technology Ropar, and also had
assignments to assist the Government of Lao PDR to review the Draft of Prime
Minister’s Decree on SEZs.

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

Special Economic Zones in India

Policy, Performance and Prospects

Malini L. Tantri

CAMBRIDGE

“ UNIVERSITY PRESS

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

CAMBRIDGE

UNIVERSITY PRESS

4843/24, 2nd Floor, Ansari Road, Daryaganj, Delhi - 110002, India
Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of
education, learning and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9781107109544

© Malini L. Tantri 2016

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written
permission of Cambridge University Press.

First published 2016

Printed in India

A catalogue record for this publication is available from the British Library
Library of Congress Cataloging-in-Publication Data

Names: Tantri, Malini L., author.
Tite: Special economic zones in India: policy, performance and prospects /
Malini Tantri.
Description: New York : Cambridge University Press, 2016. | Includes
bibliographical references and index.
Identifiers: LCCN 2016002556 | ISBN 9781107109544 (hardback)
Subjects: LCSH: Economic zoning--India.
Classification: LCC HC435.3 .T353 2016 | DDC 338.954--dc23 LC record available at htep://
lcen.loc.gov/2016002556

ISBN 978-1-107-10954-4 Hardback

Cambridge University Press has no responsibility for the persistence or accuracy

of URLs for external or third-party internet websites referred to in this publication,
and does not guarantee that any content on such websites is, or will remain,
accurate or appropriate.

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

Contents

List of Tables, Figures, Charts and Maps

Preface

Acknowledgements

Abbreviations

1.

2.

Introduction

Export Processing Zones to Special Economic Zones:

Trajectories of Policymaking

3. China’s Experience with Special Economic Zones
under a Liberalized Regime — Highs and Lows

4. Performance of Special Economic Zones: Promises,
Realizations and Paradoxes

5. An Assessment of the Fiscal Viability of
Special Economic Zones

6. Special Economic Zones and the Question of Efficiency

7. Conclusions

Bibliography

Index

vi
xi
Xiii

XU

11

45

85

117
135
148
155

169

© in this web service Cambridge University Press

www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter
More information
List of Tables, Figures, Charts and Maps

Tables
Table 1.1 Size and Employment in EPZs/SEZs across the World
Table 1.2 Different Terminologies used for EPZs/SEZs 3
Table 1.3 SEZs Notified before the Enactment of SEZs Act, 2005

in India 8
Table 2.1 Incentives Offered Initially (in the 1960s) to KFTZ 13
Table 2.2 Incentives Offered Initially (in the 1970s) to SEEPZ 14
Table 2.3 Objectives Underlying SEZs across Major Indian States 19
Table 2.4 Major Incentives Offered by the Central Government

to the SEZs Developers and Unit-holders 21
Table 2.5  SEZs Incentive Structure across Major Indian States 24
Table 3.1 A Basic Profile of the Chinese SEZs 50
Table 3.2 A Comparative Picture of GDP Composition by

Sector: China and Shenzhen City 63
Table 3.3 Trade Performance of China and Shenzhen over Time 64
Table 3.4 Share of Shenzhen in China’s Total Trade 65
Table 3.5  Foreign Capital Inflow and its Components in Shenzhen 66
Table 3.6~ Various Components of FDI Inflow in Shenzhen 67
Table 3.7  Country of FDI Origin in Shenzhen 67
Table 3.8 Share of Working Population in Shenzhen (1979 to 2012) 69
Table 3.9  Composition of Employment in Shenzhen 70
Table 3.10 GDP Composition by Districts in Shenzhen (2012) 75
Table 3.11  Demographic Characteristics of Shenzhen 75
Table 3.12  General Consumer Price Indices of Shenzhen 76
Table 4.1 A Brief Profile of the Select Indian SEZs 87
Table 4.2 Trade Scenario of EPZs/SEZs (For select years,

from 198687 to 2007-08) 88
Table 4.3  Results of Structural Stability Regression 94
Table 4.4 A Brief on Components of Zone-Trade

Performance Index (Z-TPI) 100

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter
More information
LisT oF TABLES, FicuRes, CHARTS AND MaPs | Vi
Table 4.5  Time Periods and Zones Covered for the Study 102
Table 4.6 General Profile Indicators and Weights for
Different Reference Periods 103
Table 4.7  Trade Performance Indicators and Weights for
Different Reference Periods 103

Table 4.8  General Profile Index of Zones over the Reference Periods 104

Table 4.9  General Profile Ranking Position of Zones over the
Reference Periods 105

Table 4.10  Trade Performance Index of Zones over the Reference Periods 105
Table 4.11 Trade Performance Ranking Position of Zones over the

Reference Periods 106
Table 4.12  Performance Evaluation of Zones — I 106
Table 4.13  Performance Evaluation of Zones — 11 107
Table 4.14 ANOVA for Trade Performance Index 109
Table 5.1  Components of Resource Costs and Projected

Benefits of SEZ Expansion 122
Table 6.1  Average Labour Productivity of SEZs under Major

Policy Regimes 141

Table 6.2 Trends in Technical Efficiency Scores of SEZs over the Period 143

Table 6.3 Average Technical Efficiency Scores of SEZs under
Major Policy Regimes 144

Table 6.4  Determinants of Export Inefficiency 146

Annexure tables
Annexure Table 2.1~ Chronology of Major Policy Developments

in the Evolution of EPZs/SEZs in India 37
Annexure Table 3.1  Incentive Structure for SEZs and Non-SEZ

Areas in China 79
Annexure Table 4.1  Average Value of Z-TPI Indicators for EPZ

Policy Regime 113
Annexure Table 4.2 Average Value of Z-TPI Indicators for SEZs

Policy Regime 115

Figures
Figure 2.1  Sector-wise Distribution of SEZ Approval (Formal) in India 30
Figure 2.2 State-wise Distribution of SEZs Approvals (Formal) in India 31

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

viii | LisT oF TaBLES, FIGURES, CHARTS AND MAPS

Figure 3.1 A Compartive Picture of Per Capita Income of 62

China and Shenzhen
Figure 3.2 Sectoral Distribution of FDI in Shenzhen 68
Figure 3.3  Share of Primary Sector to GDP of China and Shenzhen 71
Figure 3.4  Area under Cultivation in Shenzhen City:

A Post-SEZ Perspective 72
Figure 3.5  Price Indices of Shenzhen and China 77
Figure 4.1  The Share of EPZs/SEZs in the Country’s

Aggregate Exports and Imports 91
Figure 4.2  Trend in Import Intensity of SEZs 92
Figure 4.3  Trend in SEZs Exports 92
Figure 4.4  Per Exporting Unit Productivity of

EPZs/SEZs over the Years 92
Figure 4.5 Compound Annual Growth Rate of EPZs and SEZs Trade 94
Figure 4.6 CAGR of Exporting Units during EPZ and SEZ Regime 95
Figure 4.7  Structure of SEZs Exports, by Broad Sector Divisions 96
Figure 4.8  Trends in Sectoral Concentration Index of SEZs 96
Figure 4.9  Trends in Direction of EPZ/SEZ Exports 97

Figure 5.1  Trends in the Total Capital Expenditure of the Select SEZs 128
Figure 5.2 Trends in the Total Revenue Expenditure of the Select SEZs 128
Figure 5.3  Trends in the Total Budgetary Outlay for the Select SEZs 129

Figure 5.4  Trends in the Total Revenue Foregone under Custom and

Central Excise Duties of the Selected SEZ 130
Figure 5.5  Trends in the Total Rental Revenue Earned of

Selected Seven SEZs 130
Figure 5.6  Trends in Net Foreign Exchange Earnings of Selected

Conventional SEZs 131
Figure 5.7  Trends in the Partial Net Revenue Earned (R1) of the

Selected SEZs 131
Figure 5.8  Trends in the Total Net Revenue Earned (R2) of the

Selected SEZs 132

Figure 5.9  Trends in the Partial Resource Cost (RC1) of Selected SEZs 133
Figure 5.10 Trends in the Total Resource Cost (RC2) of Selected SEZs 133

Figure 6.1a  Optimum Export Value of SEZs over the Years —
A Hypothetical Scenario 136

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

LisT oF TABLES, FiGURES, CHARTS AND MaPs |  ix

Figure 6.1b A Comparison of Optimum Exports across Zones —

A Hypothetical Scenario 137
Figure 6.2 Average Labour Productivity of SEZs over the Years 140
Figure 6.3  Trends in Labour Productivity of SEZs across Zones 140
Figure 6.4  Average Technical Efficiency Scores of Selected SEZs 142
Figure 6.5  Trends in Coefficient of Variations of Technical

Efficiency Scores across SEZs over Time 145
Charts
Chart 1.1 The Evolution of Trade Policy through the Pre-reform and

Post-reform Periods 5
Chart 5.1  Resource Cost and SEZs 121
Maps
Map 3.1 Location of SEZs and ETDZs in China 51

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9781107109544
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-10954-4 - Special Economic Zones in India: Policy, Performance and Prospects
Malini L. Tantri

Frontmatter

More information

Preface

The study has been conceived, designed and carried out in the context of
debates and discussions over the introduction of special economic zone (SEZ)
policy in the country. The SEZ policy in India, based on the experience
of China’s SEZs, has been operating in the place of conventional export
processing zones (EPZs) in pursuance of the recommendations of the EXIM
Policy Statement of 1997-2002. This, in the present context, is considered
a powerful instrument for export promotion and therefore, an alternative
development strategy. Currently, SEZs have witnessed more than a decade
in terms of their expansion in the country while receiving both appreciation
and apprehension from different quarters. In this context it is quite necessary
to find out whether China’s SEZs are as promising as claimed by Indian
policymakers or whether there are any issues overlooked while imitating
China’s model in the Indian context; whether the current SEZ policy merely
represents old wine in a new bottle or whether there any new functionalities;
how far the existing SEZs have been able to meet the expectations of
policymakers; whether there are any basic loopholes still persisting in the
current SEZ policy and the way forward. Against this background, this book
attempts to evaluate the trajectories of the SEZ policy and its performance in
India. Therefore, the main objectives of the study are as follows: first, to look
at the Chinese SEZ policy and its varied experience from India’s perspective;
in particular, to probe whether the Indian policymakers were aware of the
nuances of the China’s SEZs policy and the various facets of its performance
before replicating the same in the Indian context; and second, to understand
the different dimensions of the policy and its performance.

The book spreads over seven chapters, starting with an ‘Introduction’.
Chapter 2 presents a discussion on the trajectories of the SEZ policy in
India. The underpinnings of China’s SEZ policy and its growth trajectories
are discussed in chapter 3. The issue to what extent the existing SEZs have
been able to meet the expectations of the policymakers, both at the aggregate
and disaggregate levels, has been explored in chapter 4. While questioning
the conventional parameters of performance, chapters 5 and 6 provide
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alternative techniques for evaluating the performance of SEZs. In particular,
chapter 5 deals with the issue of fiscal implications of SEZs expansion in
India. The issue of efficiency of SEZs as part of the trade policy as well as
factors contributing to it, is discussed in chapter 6. Chapter 7 sums up the
major findings along with empirical evidence based suggestions for policy
revision.
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