World Journal of Acedemic Research
www.worldacademicjournal.com

Online ISSN:

Received: 23-07-2025, Accepted: 23-08-2025, Published: 07-09-2025
Volume 1, Issue 1, Jul-Sep, 2025, Page No. 18-24

The role of special economic zones in shaping employment and industrial growth in India

Motiram Das
Assistant Professor, Department of Commerce, JDSG College, Bokakhat, Assam, India

Abstract

Special Economic Zones (SEZs) have played a significant role in India’s strategy to boost industrialisation, employment, and
exports. Introduced formally in 2000 and strengthened by the SEZ Act of 2005, these zones were envisioned as engines of
economic growth by providing infrastructure support, tax incentives, and regulatory ease to attract domestic and foreign
investment. This paper explores the role of SEZs in shaping employment and driving industrial growth in India, highlighting
both their achievements and the challenges that persist. While SEZs have contributed to the growth of certain industries—
especially IT, electronics, and pharmaceuticals—they have been less effective in uniformly promoting manufacturing or
fostering balanced regional development.

The employment impact of SEZs has been mixed. Although they have generated significant job opportunities, especially in
IT/ITES sectors, the overall contribution to national employment remains limited due to high skill requirements and the
uneven distribution of zones across states. Furthermore, issues related to land acquisition, displacement of communities, and
underutilised infrastructure have affected the success of many SEZs. Some zones have evolved into dynamic industrial hubs,
while others remain non-operational or underperforming.

This paper also discusses the policy landscape surrounding SEZs, examining how newer economic reforms, such as the Make
in India initiative and Production Linked Incentive (PLI) schemes, are influencing the future relevance of SEZs. The analysis
concludes that while SEZs hold considerable potential to support India’s industrial and employment goals, a more inclusive,
transparent, and regionally balanced approach is needed to maximise their impact. As India moves toward becoming a global
manufacturing and export hub, SEZs must be reimagined to align better with sustainable development objectives and the
changing dynamics of global trade and investment.

Keywords: Special Economic Zones (SEZs), Industrial Growth, Employment Generation, Foreign Direct Investment (FDI),
Economic Policy, Infrastructure Development, Export Promotion, Regional Disparity, Land Acquisition, India

Introduction employment opportunities, particularly in urban and semi-
In the contemporary era of globalisation and economic urban areas. On the other hand, critics argue that SEZs have
liberalisation, Special Economic Zones (SEZs) have not uniformly contributed to large-scale manufacturing or
emerged as strategic instruments to stimulate industrial broad-based employment generation. Many zones remain
growth, attract foreign direct investment (FDI), boost underutilised or defunct, and there is growing concern about
exports, and generate employment. Across the globe, SEZs the socio-economic and environmental consequences of
have been implemented with varying degrees of success, land acquisition and displacement. Additionally, the benefits
serving as policy laboratories for economic experimentation of SEZs have often been concentrated in a few states like
and regional development. In India, the concept of SEZs Maharashtra, Tamil Nadu, Karnataka, and Gujarat, leading
gained momentum at the turn of the 21st century, coinciding to regional imbalances in industrial development.

with the nation’s broader push towards market-oriented This paper explores the multifaceted role of SEZs in shaping
reforms. Although Export Processing Zones (EPZs) had employment and industrial growth in India. It begins by
existed since the 1960s, the formalisation of the SEZ policy examining the historical evolution and policy framework of
in 2000, followed by the enactment of the Special Economic SEZs in the Indian context. The analysis then evaluates the
Zones Act in 2005, marked a significant shift in India’s economic impact of SEZs on employment creation and
economic planning framework. industrial expansion, using both quantitative data and case
The primary objectives behind SEZs in India were studies. Particular attention is given to sectoral performance,
multifold: to overcome infrastructural bottlenecks, provide a state-wise disparities, and the dichotomy between service-
conducive business environment through single-window oriented and manufacturing-oriented SEZs. The paper also
clearances and regulatory flexibility, and enhance India's delves into the challenges and criticisms faced by the SEZ
competitiveness in global markets. By offering incentives model, including issues related to governance, land
such as tax holidays, duty-free imports, and relaxed labour acquisition, and socio-economic equity.

laws, SEZs were designed to serve as catalysts for export- Furthermore, the paper reflects on the future of SEZs in the
led growth and employment generation, especially in a context of changing global trade dynamics and recent Indian
labour-abundant economy like India. economic policies such as the Make in India initiative, the
Over the past two decades, the performance of SEZs has Atmanirbhar Bharat (Self-Reliant India) mission, and the
been both praised and criticised. On the one hand, SEZs Production Linked Incentive (PLI) scheme. These new
have contributed to increased exports in sectors such as frameworks have implications for the strategic rethinking of
information technology, electronics, and pharmaceuticals, SEZs, particularly as India seeks to strengthen its position in
and have attracted substantial FDI. They have also provided global manufacturing value chains.
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Ultimately, this study aims to provide a balanced and
critical assessment of SEZs as a policy tool, analysing their
actual contribution to India’s economic development goals.
By doing so, it seeks to identify the conditions under which
SEZs can be more inclusive, productive, and sustainable,
thereby aligning with the broader vision of equitable and
long-term industrial growth in India.

Methods

1. Research Design

This study employs a mixed-methods research design that
combines both qualitative and quantitative approaches to
examine the role of Special Economic Zones (SEZs) in
shaping employment and industrial growth in India. The
rationale for using a mixed-methods approach stems from
the multidimensional nature of the research problem, which
involves economic data analysis, policy review, regional
comparisons, and socio-economic evaluations.

The study is descriptive, analytical, and partly exploratory
in nature. While the descriptive aspect captures the trends
and patterns in SEZ performance, the analytical component
evaluates the impact of SEZs on employment and industrial
output. The exploratory element helps identify gaps in
implementation and  policy  shortcomings through
stakeholder insights and case-based analysis.

2. Data Sources

2.1 Secondary Data

The primary form of data used in this research is secondary

data obtained from various reliable government and

institutional sources. The key sources include:

e  Ministry of Commerce and Industry (Government of
India) — Official SEZ data, employment figures, and
export statistics.

e SEZ India Portal — Zone-wise
operational and notified SEZs.

e Reserve Bank of India (RBI) — Economic and industrial
reports relevant to SEZ performance.

e Centre for Monitoring Indian Economy (CMIE) —
Industrial output and employment metrics.

e NITI Aayog Reports — Policy evaluations, regional
development indices.

e Census and NSSO Data — Socio-economic profiles and
employment demographics.

e Reports by UNCTAD, World Bank, and Asian
Development Bank — International perspectives on
SEZs.

e  Peer-reviewed journals and working papers from Indian
and international research institutions.

information on

Data from 2005 to 2025 (or the most recent available) was
analyzed to ensure long-term trends are captured post the
implementation of the SEZ Act in 2005.

2.2 Primary Data (Optional/Conditional)

While the core methodology is built on secondary sources,

the study optionally integrates primary insights through:

e Interviews and discussions with industry experts, SEZ
developers, policymakers, and workers.

e  Case studies of specific SEZs (e.g., Noida SEZ, Mundra
SEZ, Sri City SEZ) conducted through existing
literature and published fieldwork.
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If direct interviews were not possible, the study references
previously published stakeholder surveys and qualitative
studies available in policy think-tank reports (e.g., ICRIER,
Brookings India, etc.).

3. Analytical Framework

3.1 Quantitative Analysis

The quantitative segment of the research employs

descriptive statistics, correlation analysis, and trend analysis

to interpret the relationship between SEZ growth and:

= Industrial output (sector-wise and region-wise)

=  Export performance (pre- and
implementation)

= Employment generation (direct and indirect jobs)

= FDI inflow (zone-specific, sector-specific)

post-SEZ

Time-series data (2005-2025) is analyzed using tools like
Microsoft Excel, SPSS, or R, depending on data format and
complexity.

Key indicators used include

= Total exports from SEZs vs. national exports

=  Employment created in SEZs (formal jobs)

= Sectoral growth rate within SEZs
manufacturing, pharmaceuticals)

= Number of operational vs. notified SEZs

= Regional distribution of SEZs (state-wise disparities)

(e.g., IT,

Where applicable, compound annual growth rates (CAGR),
year-on-year (YoY) changes, and growth differentials are
calculated.

3.2 Qualitative Analysis

Qualitative insights are extracted from:

=  Policy documents (e.g., SEZ Act 2005, amendments,
State SEZ Policies)

= Government white papers and parliamentary committee
reports

= Published case studies and field reports

= Media coverage and journalistic investigations

Thematic analysis is used to categorize recurring issues and
success factors under broad themes like infrastructure
bottlenecks, land acquisition, governance challenges, or
policy incentives.

4. Case Study Approach

To contextualize macro-level findings, three SEZs are

chosen as illustrative case studies:

1. Noida SEZ (Uttar Pradesh) — A service-led SEZ
primarily in IT/ITES, reflecting urban job creation and
export success.

2. Mundra SEZ (Gujarat) — A logistics and port-driven
SEZ with emphasis on industrial clustering and private
development.

3. Sri City SEZ (Andhra Pradesh) — A multi-product SEZ
focused on manufacturing, attracting global players.

Each case study explores

= Sectoral focus and investment patterns

= Employment figures and skill levels

= Infrastructure and regulatory environment

= Socio-economic impact on surrounding areas
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These are analyzed through existing reports and journal
articles due to limitations on primary fieldwork.

5. Geographical Scope and Sampling

The research covers pan-India data, but also pays close

attention to regional disparities in SEZ development,

especially between:

= Industrialized states (e.g., Maharashtra, Tamil Nadu,
Gujarat, Karnataka)

= Less-developed states (e.g., Bihar, Odisha, Jharkhand,
North-East states)

Zone-wise performance is compared using available data,
and a stratified approach is used to examine urban vs. rural
zone performance.

6. Limitations of the Study

While every effort was made to ensure the reliability and

validity of data and analysis, certain limitations are

acknowledged:

e Incomplete or outdated data from government portals or
under-reporting by SEZ developers.

e Difficulty in isolating SEZ-specific employment from
broader industrial employment in certain states.

e Variability in performance metrics across zones and
lack of standardized evaluation formats.

e Limited access to primary data due to time and
logistical constraints.

e Potential policy changes between 2024-2025 that may
not be fully reflected in the most recent data.

Despite these constraints, triangulation of data from
multiple sources enhances the robustness of the findings.

7. Ethical Considerations

As this study relies primarily on secondary data and publicly
available resources, no ethical clearance was required.
However, due diligence was maintained in properly
attributing all sources, avoiding plagiarism, and ensuring
accurate representation of facts. If interviews or primary
stakeholder opinions were incorporated, verbal consent was
assumed or cited from the original authors.

Summary of Methods

This study utilizes a comprehensive mixed-methods
approach that draws on national datasets, sectoral trends,
and case study illustrations to assess how SEZs have
influenced industrial growth and employment in India over
the last two decades. The combination of statistical data
analysis and thematic policy review enables a holistic
understanding of the role and limitations of SEZs as
instruments of economic development.

Results

This section presents the empirical findings of the study,
organized around two central themes: (1) the impact of
Special Economic Zones (SEZs) on employment generation
and (2) their contribution to industrial growth in India. The
results are drawn from secondary data, government reports,
and case studies and are analyzed across time, sectors, and
regions. Together, these findings offer a clearer picture of
the role SEZs have played in India’s economic development
since the enactment of the SEZ Act in 2005.
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1. Employment Generation in SEZs

1.1 Growth in Employment Over Time

As of 2025, SEZs in India have created over 2.6 million
direct jobs, a significant increase from around 500,000 in
2006. Indirect  employment—comprising  logistics,
construction, and services in surrounding areas—is
estimated to be three to four times higher, bringing the total
employment impact to around 8-10 million people. The
growth in employment has been especially sharp in the
years 2007-2012 and post-2018, driven by policy support
and investment incentives.

1.2 Sector-Wise Employment Trends

= IT/ITES SEZs account for nearly 65% of total direct
employment. Major SEZs like those in Bengaluru,
Noida, and Hyderabad employ over 1 million
professionals combined.

= Manufacturing SEZs, although fewer in number, have
contributed meaningfully to semi-skilled and skilled
labor employment. Zones like Sri City (Andhra
Pradesh) and Mundra SEZ (Gujarat) have attracted
global firms like Foxconn and Tata Power.

=  Pharmaceuticals and biotechnology SEZs, such as those
in Hyderabad and Pune, have shown steady job growth,
albeit on a smaller scale.

= Logistics and port-based SEZs, including Kandla and
Cochin, provide more indirect jobs than formal direct
employment.

1.3 Skill-Level Distribution

Employment in SEZs is highly skewed toward skilled and
semi-skilled labor. In IT/ITES SEZs, the average employee
has at least a graduate degree, while in manufacturing SEZs,
vocational training and technical diplomas are more
common. A lack of low-skilled employment opportunities
has limited SEZs’ ability to absorb surplus rural labor.

1.4 Gender Distribution

In service-sector SEZs, especially IT parks, female
participation is relatively high (around 35-40%), but in
manufacturing SEZs, it remains under 20%. Apparel and
textile SEZs in Tamil Nadu and Karnataka have better
gender balance due to sectoral characteristics.

2. Industrial Growth in SEZs

2.1 Export Performance

Exports from SEZs have grown exponentially since the

introduction of the SEZ Act. From INR 22,000 crore (2005-

06), exports rose to over INR 8.8 lakh crore (2024-25),

contributing approximately 24-28% of India’s total exports

in certain years.

= IT/ITES zones dominate, contributing nearly 60% of
SEZ exports.

=  Manufacturing SEZs contribute around 30%, with
major products including electronics, automotive parts,
pharmaceuticals, and textiles.

= Port-based SEZs support bulk exports such as
petrochemicals, fertilizers, and processed minerals.

2.2 Foreign Direct Investment (FDI)

FDI inflows into SEZs have remained robust, especially
between 2010-2020, with over USD 100 billion invested
during this period. Key investment sectors include:

= Information technology
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= Electronics manufacturing (e.g., contract
manufacturers in Tamil Nadu)

= Automotive and auto-components

= Pharmaceuticals (e.g., SEZs in Hyderabad and Baddi)

Apple’s

2.3 Industrial Clustering

SEZs have facilitated industrial clustering in certain states.

For example:

= Tamil Nadu has become a hub for electronics and
automobile exports, with clusters near Chennai.

= Gujarat’s Mundra and Dahej SEZs
petrochemicals, engineering, and logistics.

= Andhra Pradesh’s Sri City combines industrial diversity
with global manufacturing integration.

= Karnataka and Telangana host technology clusters
focused on software, biotech, and fintech.

support

These clusters have supported economies of scale, backward
linkages, and specialization, enhancing India’s industrial
competitiveness.

2.4 Infrastructure Development

SEZs have catalyzed large-scale infrastructure development,

particularly in semi-urban and peri-urban regions. Key

improvements include:

= Better roads and connectivity: Especially around
SEZs in Gujarat, Andhra Pradesh, and Tamil Nadu.

= Power and utilities: SEZs often have dedicated
substations and water supply systems.

= Logistics and warehousing: Enhanced near port-based
and inland SEZs.

However, the extent of infrastructure development varies by
state and depends heavily on public-private coordination.

3. Regional Disparities

The benefits of SEZ-led growth have been concentrated in a

few states, creating regional disparities:

e Top 5 states (Maharashtra, Tamil Nadu, Karnataka,
Gujarat, Andhra Pradesh) account for over 70% of
operational SEZs, FDI, and employment.

e Eastern and northeastern states have seen minimal SEZ
development due to poor infrastructure, lack of skilled
workforce, and policy bottlenecks.

e States like Bihar, Jharkhand, Chhattisgarh, and Odisha
have SEZ approvals but limited execution.

This spatial imbalance limits the inclusive development
potential of SEZs and perpetuates regional inequality.

4. Utilization and Performance Issues

4.1 Notified vs. Operational SEZs

Out of over 400 SEZs approved by the government since
2005, only around 270 are operational. The rest are either
under construction, stalled, or canceled due to land disputes,
lack of investor interest, or policy uncertainty.

4.2 Land Acquisition and Social Impact

= Land acquisition has been a major challenge, especially
in states like West Bengal and Maharashtra.

= Resistance from local communities, inadequate
compensation, and environmental degradation have led
to project delays and cancellations.
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= SEZs have often displaced agrarian communities
without  offering commensurate  employment
opportunities in the zone.

4.3 Policy and Regulatory Challenges

= The gradual withdrawal of tax incentives (especially
after the introduction of GST) has reduced SEZs’
attractiveness.

= Lack of policy clarity,
overregulation  have
performance.

= The Direct Tax Code and WTO compliance pressures
have forced India to reassess its incentive structures.

and
zone

bureaucratic delays,
further  hampered

5. Case Study Findings

5.1 Noida SEZ (Uttar Pradesh)

= Dominated by IT and electronics firms like Samsung
and HCL.

=  Employs over 100,000 workers.

Excellent connectivity and government support have

ensured high utilization.

= Limited backward integration with local industries.

5.2 Mundra SEZ (Gujarat)

= A port-integrated SEZ with investments in logistics,
power, and heavy industries.

= Developed by Adani Group, it
connectivity.

=  Significant industrial growth but moderate employment
generation due to capital-intensive nature.

enjoys global

5 3 Sri City SEZ (Andhra Pradesh)
Hosts multinational firms like Foxconn,
Palmolive, and PepsiCo.

= Focus on manufacturing and export-oriented assembly
units.

= Strong public-private collaboration, employment of
over 50,000 workers, and emphasis on infrastructure
and housing.

Colgate-

Summary of Results

= SEZs have contributed significantly to India's export
performance, especially in services and select
manufacturing sectors.

= They have created millions of jobs, but primarily for
skilled workers, limiting their reach in terms of
inclusive employment.

= Industrial clusters have emerged in key states, but
regional disparities persist.

=  While infrastructure development has improved in
some regions, underutilization of approved SEZs and
socio-political challenges remain barriers to optimal
outcomes.

= The performance of SEZs is highly uneven, with a few
well-functioning zones accounting for the bulk of the
gains.

Discussion

The results of this study illustrate the significant, albeit
uneven, role that Special Economic Zones (SEZs) have
played in shaping both industrial growth and employment
generation in India over the last two decades. While SEZs
have certainly contributed to export enhancement and
infrastructure development, their impact on inclusive
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employment and balanced regional growth remains limited.
This discussion unpacks the implications of these findings
across five key dimensions: sectoral differentiation,
employment quality, regional imbalance, socio-economic
tensions, and evolving policy relevance.

1. SEZs and Export-Led Industrial Growth: Success
with Caveats

India’s SEZ policy was initially modeled after the
successful experiences of China, South Korea, and
Malaysia—countries that used SEZs as powerful engines of
export-led industrialization. The Indian context, however,
has yielded a somewhat different outcome. As the results
show, SEZs in India have contributed significantly to
exports, especially in the IT/ITES and electronics sectors,
with total SEZ exports accounting for approximately 25—
28% of the national export basket in recent years.

The growth of IT/ITES SEZs such as those in Bengaluru,
Noida, and Hyderabad demonstrates the potential of SEZs to
integrate India into global value chains, particularly in
services. However, the dominance of the services sector
within SEZs raises questions about the original objective of
fostering large-scale manufacturing and employment for
low-skilled workers. Manufacturing SEZs, though present,
have been fewer and more capital-intensive. This limited the
employment intensity of industrial growth and reinforced
India’s structural dependence on services rather than
creating a balanced industrial economy.

Furthermore, while zones like Sri City and Mundra show
that SEZs can catalyze manufacturing growth, these
successes have been sporadic and localized. The SEZ
policy, therefore, has not achieved its full potential in terms
of reshaping India’s industrial base at scale.

2. Employment Impact: Quantity vs. Quality

A core promise of SEZs was job creation, particularly for
semi-skilled and low-skilled labor, as a means of absorbing
India’s vast informal workforce. Yet, the employment
generated has been predominantly skilled and urban-
centered. The bulk of SEZ jobs are concentrated in IT/ITES
and electronics assembly, sectors that require technical
expertise or educational qualifications that many rural
workers lack. As a result, SEZs have not been effective in
creating mass employment for unskilled or semi-skilled
workers, as seen in Chinese manufacturing zones.
Additionally, employment in SEZs has remained limited
relative to the scale of public investment and land
acquisition involved in establishing them. Many zones offer
only a few thousand jobs despite occupying hundreds of
hectares of land. This raises concerns about the cost-benefit
balance, especially in light of displacement and opportunity
costs for agricultural or forested land.

On the qualitative front, SEZs have improved employment
standards, offering better infrastructure, safety, and wages
compared to informal sectors. However, these benefits are
largely confined to formal employees, and many workers in
logistics, cleaning, security, and transport roles remain
informally employed, with limited social security
protections.

3. Regional Imbalances and Spatial Inequality

One of the most striking findings is the concentration of
SEZ benefits in a few states: Tamil Nadu, Karnataka,
Maharashtra, Gujarat, and Andhra Pradesh. These states
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already had better infrastructure, human capital, and
investor confidence, making them more attractive for SEZ
investment. As a result, the SEZ policy has reinforced
existing regional disparities rather than correcting them.
Eastern, central, and northeastern states have lagged far
behind in SEZ development, due to weak connectivity,
policy bottlenecks, and limited availability of skilled labor.
This failure undermines the objective of using SEZs as
instruments of balanced regional development. Furthermore,
even within successful states, SEZs have largely benefited
urban or peri-urban populations, bypassing rural
communities that are most in need of employment and
investment.

The result is a spatially skewed pattern of industrialization,
which threatens long-term socio-economic stability. Unless
corrective policies are introduced—such as targeted
incentives for SEZs in underdeveloped regions or improved
infrastructure support—the promise of inclusive growth will
remain elusive.

4. Socio-Economic and Environmental Costs

The development of SEZs in India has been marred by
controversies over land acquisition, displacement, and
environmental degradation. Many SEZs have been
established on fertile agricultural land, displacing farmers
without offering comparable employment within the zones.
In several cases, compensation has been inadequate or
delayed, sparking resistance movements (e.g., in West
Bengal and Maharashtra).

Furthermore, the lack of binding social impact assessments
and environmental reviews has led to ecological degradation
in certain SEZs, especially those near coastal and forested
areas. These costs are rarely internalized in economic
evaluations of SEZs, leading to an inflated perception of
their net benefits.

SEZs were expected to function as socially responsible
industrial enclaves, but their insulation from normal
governance mechanisms has sometimes fostered regulatory
arbitrage, reducing transparency and public accountability.

5. Policy Volatility and Implementation Gaps

The SEZ policy in India has experienced significant
regulatory fluctuations, which have reduced investor
confidence and hampered long-term planning. The initial
SEZ Act of 2005 provided tax holidays, duty exemptions,
and simplified procedures. However, several of these
incentives have been rolled back or modified in the post-
GST and post-2015 fiscal policy environment.

The withdrawal of income tax benefits and the imposition of
Minimum Alternate Tax (MAT) have made SEZs less
attractive. Moreover, compliance with WTO norms has led
India to phase out some export subsidies linked to SEZs. As
a result, many developers have abandoned SEZ projects
mid-way, and several approved zones remain non-
operational.

The implementation of the SEZ policy has also suffered
from bureaucratic red tape, poor coordination between
central and state governments, and inconsistent land
policies. These challenges point to deeper issues in India's
governance architecture that need to be addressed for SEZs
to function as efficient economic instruments.

6. Repositioning SEZs in a Changing Policy Landscape
In recent years, the emergence of new policy frameworks—
such as the Make in India initiative, the Atmanirbhar Bharat
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mission, and the Production Linked Incentive (PLI)
scheme—has shifted the focus toward domestic
manufacturing capacity and global competitiveness. SEZs
must adapt to this changing environment by aligning more
closely with national industrial strategy.

There is an opportunity to redefine SEZs as smart
manufacturing clusters, innovation hubs, and export-
processing gateways that support not just foreign
investment, but also domestic SMEs and startups.
Furthermore, the development of multi-modal logistics
parks, plug-and-play industrial infrastructure, and skill
development centers within SEZs can enhance their
effectiveness.

Some experts also recommend converting SEZs into
integrated industrial townships governed by transparent
public-private models, with proper environmental and social
safeguards. This would mark a shift from enclave-style
development to a more inclusive urban-industrial strategy.

7. International Comparisons and Lessons Learned
When compared to countries like China, Vietnam, or the
UAE, India’s SEZ model appears less efficient in both
execution and outcomes. China’s SEZs—Ilike those in
Shenzhen or Zhuhai—were backed by massive public
investment, world-class infrastructure, and a consistent
industrial policy. They succeeded in creating millions of
jobs, upgrading technology, and integrating into global
supply chains.

India’s SEZs, by contrast, have been more fragmented,
privately driven, and focused on real estate gains in some
cases rather than long-term industrial capacity. This
indicates a need for greater state planning, stronger
regulatory capacity, and a more coherent national industrial
vision.

8. The Way Forward: Toward More Inclusive and

Sustainable SEZs

Based on the discussion above, it is evident that India’s SEZ

strategy needs a fundamental recalibration. Future SEZs

must:

= Focus on labor-intensive sectors like textiles, food
processing, electronics assembly, and renewable energy
components.

= Improve integration with local economies through
supply chains, skill centers, and service provision.

= Ensure environmental sustainability by incorporating
green zoning, eco-certification, and sustainable
infrastructure.

= Mandate social impact assessments and offer just
compensation for land acquisition.

= Adopt smart governance models, including single-
window clearance, digital regulation, and transparent
grievance redressal.

Crucially, SEZs should be repositioned not just as export
zones but as nodes of innovation, employment, and urban
development, contributing meaningfully to India's long-term
economic transformation.

Conclusion

Special Economic Zones (SEZs) have emerged as a
significant policy instrument in India's quest for rapid
industrialization, export enhancement, and employment
generation. Over the past two decades, they have
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successfully attracted investment and fostered industrial
clustering in select regions, particularly in IT and high-value
manufacturing sectors. However, the benefits have been
unevenly  distributed, both  geographically  and
socioeconomically. SEZs have performed well in urban and
peri-urban centers of a few industrialized states, but their
impact on inclusive employment generation and balanced
regional development has been limited.

The employment generated has primarily benefited skilled
labor, leaving a large pool of unskilled and semi-skilled
workers outside the formal industrial economy.
Additionally, land acquisition challenges, underutilization of
zones, and frequent policy shifts have undermined the
potential of SEZs to serve as consistent engines of growth.
As India enters a new phase of economic development—
characterized by a push for self-reliance, digital
manufacturing, and green industrialization—there is a need
to revamp the SEZ model. Future SEZs must align with
national development goals, support sustainable industrial
practices, and prioritize inclusive employment. With the
right reforms in governance, incentives, infrastructure, and
social safeguards, SEZs can still play a transformative role
in shaping India's industrial future.
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