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Abstract

Special Economic Zones (SEZs) have gained massively in popularity worldwide and particularly in the Global South.
However, they are also discussed as a controversial economic policy instrument. Some analyses view SEZs as promising
spaces with integrative linkages, while other studies see them as enclaves marked by spatial and economic segregation.
To shed light on the various and partly contradictory perceptions of SEZs, this paper reviews literature on SEZs in the
Global South and suggests a differentiated and more comprehensive view for SEZ analyses in order to understand their
different characteristics, interactions, and the related processes between SEZs and their host regions. Our review goes
beyond dichotomies of viewing SEZs as enclavistic or integrated spaces. Instead, it systematically outlines how even a
single SEZ can integrate into regions in some ways, while remaining disintegrated in other ways. Here, we build on re-
cent studies of SEZs in the Global South, employing the enclave approach as a conceptual basis, and include conceptual
works on economic linkages and global production networks.

Zusammenfassung

Sonderwirtschaftszonen (SWZ) sind ein kontrovers diskutiertes, wirtschaftspolitisches Instrument, das oft im
Globalen Siiden angewendet wird. Wahrend einige Studien SWZ als integrative Wachstumsraume fiir die Regi-
onen vor Ort beschreiben, sehen andere Studien sie als Enklaven an, die sich durch rdumliche und wirtschaftli-
che Segregation auszeichnen. Um die verschiedenen, teilweise widerspriichlichen Wahrnehmungen von SWZ zu
beleuchten, betrachtet dieser Beitrag Literatur zu SWZ und pladiert fir eine differenzierte und umfassendere
Sichtweise, die verschiedene Charakteristika, Interaktionen und Prozesse zwischen SZW und den Regionen un-
tersucht. Durch eine solche Perspektive zeigt sich, wie SWZ auf manchen Ebenen in ihre Regionen integriert
sein konnen, wihrend sie in anderer Hinsicht desintegriert und enklavistisch bleiben. Konzeptionell verkntipft
der Beitrag dabei neuere Studien zu SWZ aus der Literatur zu Enklaven im Globalen Siiden mit Uberlegungen zu
wirtschaftlichen Vernetzungen und globalen Produktionsnetzwerken.
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1. Introduction

The number of Special Economic Zones (SEZs) in the
Global South has grown remarkably, reaching a total
of 4,772 in 87 countries in 2019 (see Fig. 1, UNCTAD
2019). As Thomas Farole, a leading researcher on SEZs
for the World Bank, puts it, “Any country that didn’t
have [an SEZ] ten years ago either does now or seems
to be planning one” (quoted in The Economist 2015: 1).
SEZs are limited geographical areas with fiscal and
infrastructural incentives (e.g., tax breaks, subsidies,
infrastructure, services, and land provisions). Struc-
tural features include a legal (usually liberalized)
space with a specific regulatory regime and a dedicat-
ed governance structure (Farole 2011). Well-known
SEZ initiatives are the export processing zones in
Asia’s newly industrialized economies and the Shen-
zhen SEZ in China. Following the Chinese example, in
particular since the late 1990s, more countries of the
Global South are increasingly adopting the SEZ idea
to attract foreign investments and create employment
(Frick et al. 2019; UNCTAD 2019).
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SEZs are not only intended to attract direct invest-
ment but also to induce trickle-down and spillover
effects, for example, through technology transfer and
value chain linkages, and to serve as catalytic indus-
trial clusters (ADB 2015; Johansson and Nilsson 1997).
These spillover and catalytic benefits are expected
to contribute to regional growth and employment as

well as structural changes and reforms in the wider
national economy, an aspiration that led to the adop-
tion of the SEZ concept in many countries of the Global
South (Aggarwal 2019; UNCTAD 2019). Conversely, the
integration of SEZs into their host and other surround-
ing economies, for instance, through linkages, is seen
as crucial for the sustainable and long-term economic
performance of SEZs and similar industrial spaces
(Chen et al. 2017; Easterling 2012; Hardaker 2020).

The adoption of SEZs in many countries of the
Global South has not always been accompanied by
solely positive impacts. In fact, different studies have
often identified the dark sides of SEZs, such as social
and environmental issues (Holden 2017; Jauch 2002;
Lawanson and Agunbiade 2018; Levien 2013). In par-
ticular in the Global South, SEZs are increasingly
called enclaves with isolating or excluding features as
they may lead to clashes with local populations, the
establishment of parallel societies, and achieve little
embeddedness (Banerjee-Guha 2008; Hardaker 2020;
Kleibert 2018). Nevertheless, an isolated enclave SEZ
need not necessarily be accompanied by dark sides.

The aim of an integrated SEZ with linkages to the host
country, on the one hand, and the potential enclavistic
effects of SEZs, on the other, speak to the rather un-
certain functionality of SEZs. In fact, diverging views
of SEZs not only differ from SEZ to SEZ but also when
considering a single SEZ, because, as Moberg (2015:
179) points out, “no SEZ case is black or white”. Gian-
necchini and Taylor (2018), for example, question the
intensity of the spillover effects and linkages of the
Ethiopian Eastern Industrial Zone on Ethiopia’s econ-
omy. Fei and Liao (2020), however, show for the same
SEZ how Chinese companies are embedded in the
Ethiopian context through the many Ethiopian work-
ers employed. In the case of Zambian copper mining,
partly operated through a Chinese SEZ, Carmody and
Hampwaye (2010) criticize exclusionary features and
the creation of a hybrid economy in which informal
practices coexist with the formal economy (Carmody
2017). However, Fessehaie and Morris (2013) ques-
tion the enclave nature of this SEZ by disclosing value
chain linkages with local Zambian suppliers. SEZs in
India are, on the one hand, often described as enclaves
given their weak domestic links and spillover effects
(Alkon 2018; Banerjee-Guha 2008; Jenkins et al. 2014).
On the other hand, Cross (2010) reveals that their in-
stitutional settings and social impact are as precari-
ous as in the rest of the country, so they do not repre-
sent an enclavistic exception.
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These examples show how the focus on different as-
pects of SEZs may result in differing findings on and
overall evaluations of the same SEZ. Different foci in
particular SEZ studies resemble the ‘blind men and
the elephant’ challenge, wherein each perspective per
se is right but each only describes a part of the whole
phenomenon (see e.g. Brookfield et al. 2019).

These apparent contradictions often stem from the
varying conceptual views and perspectives on dif-
ferent aspects of SEZ analyses. Hence, comparing
studies is difficult, augmenting the controversies sur-
rounding SEZs. Some studies have already identified
and framed the often-ambivalent characteristics of
spatially limited industrial developments (including
SEZs) as enclaves or integrated spaces (Arias et al.
2014; Fessehaie and Morris 2013; Hardaker 2020;
Phelps et al. 2015). These studies mostly focus on a
few aspects and characteristics of enclaves - often
centred around the labour market and firm networks.
Indeed, systematic comprehensive overviews of the
varieties of different characteristics, interactions, and
related processes are rare. Visionary SEZ develop-
ment plans often mention manifold desired outcomes
but they are rarely evaluated at a later operational
stage, where often only data on exports and employ-
ment numbers is collected. Through our literature
review, we aim to develop a more unifying analytical
framework that brings together current views and
can facilitate more differentiated analyses and per-
spectives for evaluation.

Our literature review was developed through an it-
erative discussion process in several workshops!
and conferences? with leading experts in the field of
economic geography3. While concepts such as global
production networks (Yeung and Coe 2015), enclaves
with references to economic agglomerations (Phelps
etal. 2015), and policy transfer (McCann and Ward
2013) served as a basis, this iterative discursive pro-
cess enabled us to identify central strands, perspec-
tives, and key literature on the topic. Ultimately (and
based on a much larger literature review), we quali-
tatively assessed 47 scientific journal articles which
analyse one or many SEZs and similar spatial eco-
nomic agglomerations regarding different economic
and socio-economic aspects, mainly using case study
methodology. For a framework synthesis (Booth et al.
2012), we conducted an inductive analysis of the arti-
cles, which was matched to the results of the iterative
discussion process.
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In Section 2, we outline the key perspectives of enclave
literature (Phelps et al. 2015; Singer 1975) as a con-
ceptual basis and integrate perspectives on economic
linkages (Hirschman 1981; Morris et al. 2012) and glob-
al production networks (Henderson et al. 2002; Yeung
and Coe 2015). This basis is further elaborated in Sec-
tion 3 where we derive different dimensions to assess
the enclaving and integrative outcomes of SEZs includ-
ing different characteristics, interactions, and pro-
cesses of (non-) integration. Here, we further illustrate
the overall framework with empirical examples based
on a literature review. The paper closes with a conclu-
sion and outlook (Section 4) in which we argue that our
derived analytical framework contributes to under-
standing how SEZs in the Global South (potentially)
integrate with local economies in their surroundings.
We conclude that such a comprehensive perspective is
supportive in informing adequate and holistic scien-
tificand applied case studies and related policy deriva-
tions for desired SEZ outcomes (Oqubay and Lin 2020).

2. Different approaches to the analysis of SEZs
2.1 SEZs in enclave literature

Economic enclaves are defined as spaces that are
heavily influenced by foreign investments which only
weakly connect to the economies of the host countries
in which they are situated. They foster negative exter-
nalities, such as the creation of a dual economy and
spatial polarization (Singer 1975). More recent stud-
ies have elaborated the enclave perspective for con-
temporary extractive industries in the Global South
(Arias et al. 2014; Enns and Bersaglio 2015; Phelps et al.
2015; Radley 2020). Even though enclave studies often
uncover the negative externalities of such spaces, en-
claves do not strictly stand for something detrimental
or failed as they can still, at least in the short term,
meet certain targets like economic growth within the
enclave itself (Phelps et al. 2015).

SEZs have not yet been appropriately conceptualized
as enclaves (Phelps et al. 2015), although they have
often been compared with or referred to as enclaves
(Banerjee-Guha 2008; Sidaway 2007). Current SEZs
analyses only make limited use of the traditional en-
clave concept. Instead, the term ‘enclave’ is mostly
used to describe the mere spatial limitations of SEZs
or their exclusionary and dispossessing characteris-
tics in urban contexts (He and Chang 2020; Kleibert
2018; Levien 2013; Wissink et al. 2012).
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The enclave designation fits the nature of SEZs as
‘special’ spaces which, by definition, differ from their
surroundings with respect to industrial density, in-
frastructural characteristics, tax regimes, and other
institutional features (Aggarwal 2019; Dannenberg
etal. 2013). Several studies dismantle the supposed
institutional specialness of SEZs in which cultural
norms, social conventions, and labour regimes lead
to clashes between different actor groups (Carmody
and Hampwaye 2010; He and Chang 2020; Murray
2017). Foreign (mostly Chinese) involvement in SEZs
and other cooperation projects in Africa, for example,
show that such clashes range from fruitful (Fei and
Liao 2020) to problematic encounters (Adunbi 2019;
Lee 2009). SEZs as enclaves can peacefully co-exist
with their surroundings but may turn into deregulat-
ed ‘spaces of exception’ (Ong 2006), where legal vacu-
ums foster a race to the bottom, exclusion, and dis-
possession (Carmody 2017; Holden 2017; Jauch 2002;
Levien 2013). By contrast, an SEZ can also evolve to
integrate: isolated enclave SEZs may only be the pre-
liminary stage of an SEZ that has just started to at-
tract investments. The dynamic and indirect effects,
such as local linkages and spillovers, are expected to
take some time to develop (ADB 2015; Frick and Rod-
riguez-Pose 2021). There is, however, little research
on SEZ dynamism regarding their local integration.
Frick et al. (2019), for example, determine drivers of
SEZ dynamism but focus on economic growth and
not local integration. Conversely, Frick and Rodriguez-
Pose (2019) examine linkages and spillovers but not
regarding their development over time. An evolution-
ary, dynamic perspective (Boschma and Martin 2007)
on SEZ integration is still lacking.

Furthermore, urban enclave SEZs, in particular, may
increase spatial and socio-economic segregation
through “internal frontiers of economic development,
status, consumption, and cultural styles” (Kleibert
2015: 887). They can, hence, be compared to other
spatial enclaves, such as gated communities or of-
fice parks (Murray 2017). This urban-spatial form of
enclave SEZ is even more trenchant in younger SEZs:
some nearly autarkic SEZs encompass not only indus-
trial spaces but also residential and commercial func-
tions as well as social infrastructure, leading to an
even more pronounced enclave characteristic (Wis-
sink et al. 2012).

2.2 Adding to the enclave perspective: linkages and
global production networks around SEZs

Most SEZ-concerned enclave studies only assess parts
of the SEZ phenomenon. They focus on the institution-
al and spatial features of SEZ enclaves but rarely on
absentlinkages, such as monetary or knowledge flows
(see, e.g., Fessehaie and Morris 2013; Giannecchini and
Taylor 2018). Nevertheless, this is an important defin-
ing aspect of the original enclave concept as it points
to the lack of strong, influential links between foreign
investors and local economies (Singer 1975). Perspec-
tives on linkages and connections are also important
to understand SEZs as they are central to arguments
about the benefits of SEZs (UNDP 2015). To augment
this narrow enclave perspective, works on linkages
and further network connections between (foreign)
investors in the SEZs and their host economies need
to be taken into account (Morris et al. 2012; Yeung
2015). Through this perspective, SEZs’ potential and
much lauded spillover and catalytic regional effects
can be better evaluated and understood (Aggarwal
2019; UNCTAD 2019).

In fact, some recent literature has looked at connec-
tions between SEZs and their local contexts by ana-
lysing linkages and spillovers (Alkon 2018; Cheru and
Fikresilassie 2020; Frick and Rodriguez-Pose 2021;
Giannecchini and Taylor 2018; Hardaker 2020; Jenkins
and Arce 2016; Kweka and te Velde 2020; Stein 2011).
They mostly focus on employment effects, backward
linkages to local suppliers, and technology spillovers.

Other approaches, such as Global Value Chains (Gereffi
et al. 2005; Gibbon et al. 2008) and Global Production
Networks (GPNs, Coe and Yeung 2015; Henderson et al.
2002), offer further valuable insights to understand
the regional integration of SEZs through linkages.
These studies analyse the material, knowledge, and
financial flows and the processes of value creation
and capture as well as governance structures in these
networks. A special focus of GPNs includes interlink-
ages of these activities with the embedding regions,
their actors, and institutions culminating in different
processes of strategic coupling between foreign and
local firms. Very few studies have used the GPN lens
on SEZs. However, these studies highlight the impor-
tance of some SEZs as particular places to initiate or
drive strategic coupling (Zheng et al. 2021) and for
(uneven) development (Kelly 2013). Our review con-
firms that many impacts of SEZs are comparable to
the general impacts of foreign direct investments by
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multinational companies and of participation in global
value chains. SEZs are indeed aimed at attracting mul-
tinational companies’ investment in their outsourcing
processes and, thereby, link to global value chains
(Rodriguez-Pose et al. 2022). SEZs are agglomeration
spaces for foreign investments and, therefore, act as
amplifiers of the afore-mentioned impacts. Follow-
ing the different perspectives from enclave, linkages,
and GPN literature, we deep-dive into their different
analytical dimensions and combine them to provide a
more comprehensive perspective.

3. SEZsbetween enclave and integration

In this chapter, we first focus on the apparent charac-
teristics of SEZs, then we demonstrate the interactions
SEZs undergo with their surroundings, and, lastly, we
outline the resulting processes behind SEZs that also
indicate the enclavistic and integrative tendencies of
SEZs (see Table 1 for an overview; Section 4). These
dimensions are not necessary separated from one an-
other but can condition or overlap with each other.

3.1 SEZs’ characteristics and interactions

SEZs’ characteristics

A first glance already helps to characterize SEZ inte-
gration and enclave structures when looking at visible
features (fences and roads) and practical dimensions
(accessibility and distance to centres). Some SEZs are
situated in isolated, out-of-the-way locations, leading
to them being regarded as enclave SEZs - higher dis-
tances to the largest city negatively affect SEZ growth
(Frick et al. 2019). In urban contexts, SEZs can some-
times display strong manifestations of an exclusion-
ary ‘enclave urbanism’ (Kleibert 2018; Wissink et al.
2012) where SEZs have their own restricted city-like
structures. Another visible characteristic is, hence,
the physical infrastructure that may only be focused
on the SEZ or on export, indicating an enclave SEZ. In
addition, soft infrastructure, such as duties and visa
requirements, can indicate a more outward connec-
tion to the global or other enclaves rather than inte-
gration into the local context (Bach 2011). Regarding
the apparent business structure of SEZ firms, Frick
and Rodriguez-Pose (2021) find that export-oriented
firms with decision-making headquarters abroad
hinder integration into local trade networks because
supply systems often depend on corporate sourc-
ing strategies. Enclaving, export-oriented, and low-
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skilled assembly SEZs may remain less connected to
the local economy, whereas market-seeking, knowl-
edge-intensive businesses, especially paired with lo-
cal investments, may lead to integrated SEZs (Frick
and Rodriguez-Pose 2021; ILO 2017; Jenkins and Arce
2016). A further characteristic of SEZs is their cultur-
al composition. Literature often finds cultural differ-
ences affecting Africa’s SEZs with Asian investors and
describe cultural encounters in Chinese SEZs in Ethio-
pia (Fei and Liao 2020), Zambia (Lee 2009), or Nigeria
(Adunbi 2019). Moreover, there is urban cultural seg-
regation in Philippine SEZs (Kleibert 2015). These ap-
parent characteristics give a first impression of SEZs
but should be completed by a view on the interactions
that SEZs can have with their surroundings.

SEZs’ spatial interactions

SEZs are often analysed as spatial phenomena. Case
studies go beyond the characteristics described above
and focus on spatial interactions: SEZs may promote
an exclusionary and enclaving divide because they
have their own infrastructural and urbanized traits
(Easterling 2012; He and Chang 2020). Bach (2011) dis-
tinguishes the island-like, mobile ‘modular’ SEZ from
the integrated ‘Ex-City’ SEZ. The latter can be spa-
tially integrated in and connected with cities, existing
business districts, and local communities. Integration
may arise from the potential urban spatial effects of
SEZs on their surroundings by providing basic physi-
cal infrastructure, services, and social facilities or by
enabling access to them (Alkon 2018; Goodfellow and
Huang 2021; Xu and Wang 2020). Housing regimes -
that is, constellations of power relationships and cul-
tural patterns concerning the organisation of hous-
ing (Kemeny 1995) - in and around SEZs are also an
important indicator to determine spatial interactions
(Goodfellow and Huang 2021; He and Chang 2020).

SEZs in the context of pecuniary linkages and factor
mobility

A look beyond the spatial dimensions of SEZs reveals
further economic dimensions of their enclaving and
linking potential: Phelps et al. (2015) identify several
enclave features which can be adapted to the context
of enclave and integrative SEZs. Following Hirschman
(1981), the authors emphasize pecuniary linkages to
analyse enclaves, such as production linkages (back-
wards and forwards), induced consumption linkages,
and fiscal linkages. In the case of SEZs, such integrat-
ing linkages may exist, for example, if zones foster
monetary flows like wages (and income taxes) as well
as local trade. Most operating SEZs have pecuniary
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linkages through employment creation (Cirera and
Lakshman 2017; Cizkowicz et al. 2017; Giannecchini and
Taylor 2018). Fiscal incentives in SEZs, however, may
reduce possible tax revenues (Mortimore and Vergara
2004) and especially export-oriented zones maintain
many more trade relations outside the country, e.g.
Indian SEZs (Tantri 2012), reducing fiscal flows to the
host country. Sawkut et al. (2009), for example, ana-
lyse that the costs of the Mauritius EPZ and their in-
centives to investors outweigh the pecuniary benefits
gained through foreign currency (FDI and interna-
tional trade) and initial employment creation. A fur-
ther analytical perspective is factor mobility (Phelps
et al. 2015). While sourcing factor inputs (capital and
labour) from the surroundings and within the host
country indicates a more integrative SEZ, importing
factor inputs (as is often the case with exclusively for-
eign investments) indicates a more enclavistic SEZ.
Several SEZs show that low local investments result in
low connections to the overall local economy, whereas
partnerships or joint ventures integrate SEZs (Frick
and Rodriguez-Pose 2021; Wang 2013). Regarding the
mobility of labour, more enclavistic SEZs are often
based on temporary migrant labourers and expats
which have particularly low potential for localization
and urbanization economies (Azmeh 2014b; Phelps
et al. 2015; Staritz et al. 2019). Another aspect of fac-
tor/labour mobility is staff turnover, which is high for
Ethiopian SEZs, indicating a lack of integration into
the local labour market (Mains and Mulat 2021).

SEZs in the context of labour markets

Since employment creation is among the main expec-
tations of SEZs, the dimension of labour has been in-
cluded in some (often critical) SEZ studies (Cross 2010;
Hardaker 2020; He and Chang 2020; ILO 2017; Kleibert
2015). SEZs can create employment inside, but also in-
directly outside the SEZs, when creating links with the
local economy (Cizkowicz et al. 2017; UNCTAD 2019).
Net employment effects, however, cannot always be
identified with certainty (Cirera and Lakshman 2017).
The analytic focus further considers employment po-
sitions, skill levels, gender issues, turnover rates, and
labour and housing conditions. SEZs that are char-
acterised by few and/or only low-skilled, temporary
employment possibilities for the local population with
little skill transfer often indicate an enclave. Several
studies show the precariousness of work and the in-
sufficient wages in SEZs, despite creating jobs and
opportunities for the disadvantaged, e.g. in India, Sri
Lanka, and Ethiopia (Azmeh 2014a; Banerjee-Guha
2008; Cirera and Lakshman 2017; Cross 2010; Guna-
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wardana 2016; Kelly 2001; Mains and Mulat 2021;
Rossi 2020; Singh 2009; Tregenna and Izdes 2020). Sev-
eral SEZ studies show how such working conditions
are enabled by labour control regimes (Azmeh 2014a;
Kelly 2001; Lohmeyer et al. 2022) which hinder spillo-
vers, such as financial support to households because
of low wages (Kelly 2013). On the other hand, a more
integrative SEZ can create permanent jobs in all posi-
tions, including a trained workforce (Arias et al. 2014).

SEZs in the context of technology and knowledge spillo-
vers

SEZs can also be analysed with respect to their tech-
nological and knowledge externalities (Phelps et al.
2015). These externalities start with skills transfer to
the local labour force via training (Zheng et al. 2021)
and also include technology and knowledge spillovers
from foreign SEZ firms to local business partners. The
presence of foreign firms alone and also mere linkages
to local firms do not automatically lead to technology
or knowledge spillovers; for example, such spillovers
from apparel SEZs to African firms have been found to
be limited (Whitfield and Staritz 2020). This is also the
case in other SEZs where knowledge spillovers hap-
pen only once at the beginning of a trade relationship
(Frick and Rodriguez-Pose 2021). Spillovers can be
hindered either by the knowledge-carrying firm itself
or by the lack of absorptive capacities at the recep-
tive end of local firms or employees (Morrissey 2012;
te Velde 2019). Arias et al. (2014) observe technology
flows out of mining clusters as opposed to enclaves in
which knowledge is internalized. While both can hap-
penin SEZs (UNIDO 1980), Phelps et al. (2020) suggest
that enclave-to-enclave knowledge linkages from one
SEZ to another prevail over linkages from SEZs to the
local economy.

SEZs in the context of value chain linkages and resource
flows

Furthermore, SEZs can be analysed with respect to
value chain linkages and resource flows between SEZ
firms and the host economy. These include linkages to
the suppliers, buyers, and consumers of the host econ-
omy, which are integrative characteristics of SEZs as
opposed to enclavistic relationships restricted to the
‘outside world’ (Arias et al. 2014). For extractive en-
claves, for example (Fessehaie and Morris 2013; Phelps
et al. 2015), chain linkages happen differently from
flows to and from manufacturing SEZs which foster lo-
cal component suppliers or engage with the domestic
market (Giannecchini and Taylor 2018). While import
and export often prevail in more enclavistic SEZs, as
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mainly a given in African SEZs (Azmeh 2014b; Giannec-
chini and Taylor 2018; Kweka and te Velde 2020), the
local value chain linkages of integrated SEZs are more
frequent and involve key inputs. Market-seeking busi-
nesses with forward linkages may also tend to create
backward linkages and foster integrated SEZs (Frick
and Rodriguez-Pose 2021; Jenkins and Arce 2016).

SEZs in the context of firm-related and institutional em-
beddedness

The integrative or enclave relationship of SEZ firms
with the local economy can also be assessed through
the lens of embeddedness (Hardaker 2020). The socio-
cultural, network, and territorial embeddedness of
firms (Hess 2004) indicate the possible integrative
strength of SEZ firms, namely, through the connec-
tions of SEZ firms (e.g., economic relationships, cul-
tural inclusion) to the local context. Enclave SEZs are
usually characterized by absent local embeddedness,
for example, based on cultural differences that can
lead to unstable relationships and clashes, e.g. among
foreign SEZ developers and investors, on the one hand,
and the local population and firms, on the other hand.
These disembedded relationships are often described
in the case of Chinese SEZ actors in Africa (Adunbi
2019; Carmody and Hampwaye 2010; Fessehaie and
Morris 2013). These clashes can also reflect the lack of
acceptance of SEZs by the local population who criti-
cise negative environmental externalities. Moreover,
SEZ firms can be institutionally embedded (or not) -
namely, through their compliance with country-wide
institutions in the SEZs (Holden 2017). Some stud-
ies deal, on the one hand, with the non-compliance
of SEZ enclaves with national institutions and laws
which can be fostered both by deregulation (SEZs as
spaces of exception) or by lacking policy enforcement
(Carmody and Hampwaye 2010; Easterling 2012; Jauch
2002; Neveling 2017; Ong 2006). On the other hand, as
institutional enclaves, SEZs and their firms can favour
the socio-economic conditions and business climate.
In SEZs, private and public governance may introduce
and experiment with stable structures, specific regu-
latory frames, or transnational institutions which are
(still) lacking beyond the confined area (Dannenberg
etal. 2013; Grant et al. 2020). These experimental in-
stitutions can contribute to economic reforms in the
whole country, e.g. in China (Chen 2019). Such spillo-
vers from these institutions to the host economy (but
also vice versa) indicate an integrated SEZ.
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3.2 Processesinand around SEZs

We have so far considered the characteristics of and
interactions with SEZs. These dimensions are accom-
panied by processes that further reveal the enclave or
integrative developments of SEZs. Especially young
SEZs in the Global South are only weakly integrated
into the region (Farole 2011). Studies on the regional
dynamics on clusters and industrial districts (Park
1996; Zucchella 2006) indicate that such regional en-
tanglement can take a long time and regional embed-
dedness might, therefore, grow in the future. These
dynamics can be observed for the processes in and
around SEZs.

Coupling and decoupling processes

The degree and ways that foreign SEZ firms interact
with and are embedded into the local context result in
different forms of coupling. These coupling processes
are based on complementarity between SEZ firms’
strategic needs and the available regional assets, such
as local firms, technology, and labour (Yeung 2015).
Zheng et al. (2021) reveal that SEZs act as territorial
intermediaries, fostering and going beyond a market-
based coupling. In this way, SEZs may be strategically
coupled based on particular local assets (such as tech-
nology, labour, or territory) and integrated into the
region. Nevertheless, the typical enclave SEZs as as-
sembly platforms, especially in low-income countries,
risk merely developing weak structural coupling in
which they are loosely connected to and depend on
global production networks with external actors (Coe
and Yeung 2015). Fiscal SEZ incentives, footloose in-
dustries, and multinational firms with an already es-
tablished, international supplier network are usually
the only basis for this coupling (Coe and Yeung 2015;
UNCTAD 2019; UNIDO 1980). This structural coupling
in more enclavistic SEZs often goes hand in hand with
higher decoupling risks, since international firms may
“exploit cost advantages or cheap resources without
holding any interest in the longer-term sustainability
of the coupling and regional growth trajectory” (Coe
and Yeung 2015: 189). In many SEZs, this tendency
may be aggravated because of the institutional con-
text set by the state, including deregulatory govern-
ance or the active promotion of cheap resources as
location factor (e.g. in the case of Ethiopian SEZs, see
Mains and Mulat 2021).
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Spatial externalities: Ruptures, frictions, and relocation
effects of SEZs on the host region

Decoupling through disinvestment and exploitation
of resources, such as labour, are among the ruptures
and frictions that may occur among foreign firms
and the host region as well as within regions (Yeung
2015). Other ruptures and frictions include, for ex-
ample, uneven value capture, external path depend-
encies, culture clashes, reduction or removal of local
linkages, exclusion, social and class conflicts, and
environmental damage. Enclave studies look in de-
tail at these risks and processes of non-integration
by investigating (economic and social) exclusion,
(spatial and cultural) segregation, the (institutional,
social, and environmental) race to the bottom phe-
nomenon, and displacement (Banerjee-Guha 2008;
Holden 2017; Kleibert 2018; Sidaway 2007). Examples
include labour disputes concerning a Chinese SEZ in
Zambia (Leslie 2016) and dispossession in India (Lev-
ien 2012). SEZs and their foreign firms can also pull
labour and capital to the detriment of a region within
the host country, side-lining local economies (Werner
2016). Kono (2020) advises taking this into account as
the possible SEZ ‘relocation effect’ of firms and work-
ers. Static and lax SEZ policies may promote further
disintegrative processes by attracting and maintain-
ing inadequate investor firms (Phelps et al. 2020). In
the long run, this process can lead to a lock-in (Coe
and Hess 2011; Coe and Yeung 2015), whereby an en-
clavistic SEZ remains disconnected or trapped in an
inadequate coupling situation with its attendant ex-
ternalities (Alcorta and Tesfachew 2020; UNIDO 1980).
Relocation effects or ruptures and frictions indicate
greater regional disparities which point to enclave
SEZs that leave their local contexts behind. While the
discussion around ruptures and frictions arose in the
context of international (lead) firms, it is also valid
for SEZs as agglomerations of such firms with their
“enclave risk” (UNCTAD 2019: 146) or “enclave effect”
(ibid.: 171). However, not every enclave SEZ is neces-
sarily characterized by ruptures of and frictions with
the surroundings.

The absence of negative externalities or, conversely,
a fruitful inclusive urbanization processes may in-
dicate an integrated SEZ. Xu and Wang (2020) show
that SEZs can change the speed, direction, and spatial
structure of urban expansion, influencing urbaniza-
tion processes. Moreover, studies do not find that
SEZs crowd out foreign or domestic investments in
other Chinese regions (Wang 2013). The migration of
young females from rural areas to SEZs is common in
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Ethiopia and the Philippines (Kelly 2013; Mains and
Mulat 2021), but these latter studies do not look at
the possibly resultant backwash effects of migration.
From a dynamic perspective, SEZ enclaves may inte-
grate as SEZs evolve and linkages and catalytic effects
arise (ADB 2015). This is also highlighted by UNCTAD
(2019) which encourages policy makers to actively re-
organize existing SEZs and create new SEZs, taking
into account the aforementioned pitfalls and instead
fostering linkages and further benefits.

Value creation and upgrading in and around SEZs

For young SEZs, their enclavistic nature is often de-
termined by an initial focus on creating low-skilled
employment with low value creation and few local
linkages. At a later stage, however, most SEZs are ex-
pected to evolve - avoiding a lock-in - into integrated
spaces (ADB 2015; Alcorta and Tesfachew 2020). The
case of SEZs in Egypt and Jordan show that, through
SEZs, host countries can restructure their position
in global production networks and create and cap-
ture value (Azmeh 2014b). Mexican SEZs have evolved
from cheap labour assembly sites to highly produc-
tive manufacturing centres (Barrientos et al. 2011). In
Thailand, a Chinese zone and its local suppliers ben-
efit from value creation and upgrading but with little
local value capture (Zheng et al. 2021). These studies,
however, barely include a view beyond the borders of
SEZs: value creation through economic upgrading and
strategic coupling as well as social upgrading can be
limited to the enclave SEZs, whereas an integrative
SEZ can enable the surroundings and host economy
to participate in these processes. These processes can
expand from the integrated SEZ to the local economy
in combination with flows and interactions (e.g., la-
bour mobility or local participation through resource
flows). A strategic de- and recoupling can also be a
policy option to help an SEZ to better integrate by ad-
justing it to regional assets and improving value cap-
ture (Horner 2013). While these processes happen in
any value chain, they are usually intensified in SEZs,
when industries are clustered or different segments
of a value chain meet spatially (ADB 2015).

Institutional and structural change

SEZs policies may or may not align with national de-
velopment strategies. Aggarwal (2019) differentiates
between a complementary, enclave approach and
other more integrated approaches through which na-
tional development is reinforced or driven. The latter
approaches integrate SEZ plans into existing develop-
ments. In the enclave approach, however, SEZ strate-
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gies are (in this case intentionally) detached from the
current economic system and institutions and serve
as laboratories to rectify institutional gaps, test re-
forms, and ultimately provoke structural change and
economic transformation (Dannenberg etal. 2013;
Moberg 2015). In the long run, this goes hand in hand
with a dynamic process of integration based on align-
ments of strategies and spillovers to the rest of the
economy (see for the case of China, Meng and Zeng
2019).

3.3 Synthesis: an analytical framework for SEZs

We have extended the enclave concept by incorporat-
ing views on linkages and global production networks
to create a comprehensive framework for the analy-
sis of various dimensions of local SEZ integration or
enclave tendencies, shown in Table 1. As we outlined
above, SEZs can be analysed with respect to their
characteristics - for example, spatial integration,
business structure - that can indicate enclave or inte-
grative trends. Further key dimensions for the analy-
sis of SEZs include interactions, such as the linkages
of SEZs to their surroundings and the host country in
general. While the enclave approach focuses on the
lack of linkages to the spatial context and local econo-
my, the analysis of existing linking interactions helps
us to better understand SEZ integration. This includes
both the spatially-centred perspectives of current
SEZ enclave studies, as well as linkage-oriented per-
spectives on foreign direct investments in the Global
South generally, and the idea of SEZs in particular, e.g.
pecuniary linkages, embeddedness, and urban-spa-
tial effects. Furthermore, SEZs can undergo processes
of integration, such as beneficial and long-term strate-
gic coupling, value creation, and upgrading, which are
accompanied by integrative interactions. In enclave
SEZs, these processes do not surpass the SEZ borders
and processes of non-integration prevail. The enclave
concept especially enriches the analysis around the
risks and processes of non-integration, specifically,
concerning relocation effects as well as ruptures and
frictions.

4. Conclusion and outlook
We have used the combination of conceptual works on

enclaves, linkages, and global production networks to
develop a more comprehensive and systematic ana-

DIE ERDE - Vol. 154 - 1-2/2023

lytical approach to different dimensions of SEZs and
their integrative and enclavistic developments. We
have shown that it matters which perspective is cho-
sen when analysing SEZs. They can appear as enclaves
with respect to one or a few particular dimensions,
e.g. spatial integration, while they simultaneously
bear integrative elements and possibilities in other
respects, e.g. pecuniary linkages and knowledge spill-
overs.

An in-depth and differentiated look at SEZs can help
to deepen the understanding of ambiguous and con-
tradictory findings. Following our synthesized litera-
ture review, we have distinguished between different
characteristics, interactions, and processes of SEZs
(see Table 1) which can be used by both scientists and
practical decision makers by pointing out the distinc-
tive dimensions that characterize competing SEZ ten-
dencies.

Many of the dimensions have already been touched
on in visionary development plans for SEZs, but they
are rarely analysed at a later operational stage. While
we are aware of the limits of applying such a broad
framework for an overall assessment of SEZs, such as
poor data availability for the wide range of indicators,
we suggest that a broader perspective like this - even
if only partly considered - is useful to evaluate and
understand SEZ developments, ultimately helping to
adjust certain integrative measures. Future research
may contribute to extending this framework to derive
further explanations that encompass the underlying
mechanisms and contexts of enclave and integrated
SEZs. Analysing coupling processes helps to under-
stand the resulting characteristics and interactions.
Therefore, a view on actors, such as lead firms and the
state, might be helpful. This also helps to further ex-
plore the policy transfer and related transformations
and mutations of the original SEZ policy approaches
on the ground (McCann and Ward 2013).

13



Between integrated spaces and enclaves - a literature review

Special Economic Zones in the Global South

(6107 [omipbby) [eiauab ui sau3unod buidojaAap ui pue
(610 buaz pue buajy) euiy) ul “(L LOT UI21S *9L0T AHUDH ‘6107 *|@ 13 JabDH) eIUYY Ul S73S

(L20z [e19 buayz) puejieyy ul sz3s

(€107 buppm) sz3s dsauy)
(9107 2/537 ‘8107 2pIqUNDY pue UOSUDMDT 47 (0T INSO0[DMO)
'6L0T 1qunpy) ©dU4y ‘(€107 Jpudag) 03X3|N ‘(70T UaiAaT ‘LT “[B 33 supjuay) eIpU| Ul 73S

(L20z e 19 buayz) puejiey ul 735

(9007 bup ‘710 [omipbby) eIsy ‘(070 ‘I8 33 Jupi9) ©IULY YINOS ‘(0L0T ADMdwiDy
pue Apowip)) eiquIez ‘(7,07 ZM4DIS U SI0pY) SNIILNR “(0Z0T 42YDpipy) JewueAp ul S73S

(9107 24y pue supyuay)
BJIY 150 (070Z 9pJa/ 21 pUB bYamy ‘10T 40/Ab] pue JuiydauupIn ‘€ L0T SHIOJ puB aIbyassa{
‘qy107 yawzy) eIy ‘(L20T 2504-2anbLipoy pue yii) sauunod buidojaasp ul s73S snotiep

(007 214035 pue ppataym) erdoiy3 ‘(1202

‘|0 33 buayyz) puejiey] ‘(1.70z 3504-zanblipoy pue Y1) saunod buidojaAap ui s735 Snouep

(eyL0T youwizy) 1dAb3 pue uepior ‘(SL0Z 142q1a]y ‘€10T

1007 Ajjay) sauiddijiyq ‘(120z 2o/ pue supyy) eidoiyi (7z0 e 18 Jafauyo) ysape|bueg
(9107 buppiompUND) BYURT US ‘(6007 YBUIS {0L0T $504) ‘8007 YyN9-2aliaung) eipu] ut 73S

(eyL0Z yawuzy) uepiof ‘(6107 ‘(8 32 ZDIS *L.Z0Z 20/my pue suipjy) eidoiyyy
‘(€107 bupy) euIY) {(LZ0T 2504-ZanbLipoy pue yai) sauunod buidojaasp ul s73S snoliep

(2107 Hpupy) e1pU] (00T b4pDI3/ PUR 2i0LI}IOp) EILIBWY [RIUS) ‘(6007 ‘[ 18 2nyMDS)
SnIuUNeW ‘(810 40/Abj pue juiyprauupin) eidoiyid (/10 [ 18 22IM0NZI)) pue|od Ul S73S

(020 bupy) pue ay ‘7107 *|e 9 Sspjbnog) s73s 3suy)
(020 buom pue ny 1.z0z buvny pue mojja;poon) s735 LY ‘(8LOT UoX]Y) SZ3S uelpu|

(SLOZ Magiay) sauiddijiyg a1 ut s73S ‘(6007 227 ‘070 0IT Pue 124 ‘60T 1qunpyy) SZ3S ueduy
(120 3504-zanbripoy pue yo144) saLunod buido[dA3p ul S735 SnoLep

(LLOZ Yppg) s73S suey|

(2107 "o 39 yuIssiy) euly) pue

‘(8107 1aquajy) ssurddijiyd ayy i “(6L0 ‘[ 19 y14) seuaunod buido|aasp uj $73S snoLiep

UOISUIWIP(S3IUIBJ3I) SAIPNJS 3sed Jo sajdwiexy

uwnjoy) pupy-3ybLi ay3 ul SaoU213fa.4 U0 pasbq Uo1ILJIAWO0D UMO ,SI0YIND :90UN0S 'SPUa.L} dA1ID.1D2IUI pUD dAD]IUS 7S BulsAjoup 1of suoisuawilq I a]qu],

suofnysul pue
sue|d Juawdo|anap [euolleu uj pajelbajul

uoibai ay3 ui burpesbdn
pue uoiyean anjea Joj sanijiqissod Aueyy

Mo7
uoibal
93U} pue 73S (3Y3 Ul SWIY) 3y} U3aM1aq Mo
uoibal
3y} ut butpueysbuo] pue yiim 3y e ‘pjojiueiy

uoneibayul
[euoibal uo snaoj ‘uoibas 3y ul ybiy

$S9IIAIS “s10)nquIsIp ‘saa1ddns
[BI0] Y)M SPRIIU0) WLR}-buo)/Auely

bujuresy ‘sw.y [eX0] yum
uonesadood qigy ybnoiyl ‘63 ‘smoyy ybiy

s92IRS/s1311ddns ybnosyy
os|e ‘3]s [euolbai pue [e20] 3y3 uo ybiy

ANjIqow e3s ‘SyuawISanul @307
apel} [euoibal ‘sabem ‘sabeyui easy b3

(S31M[1DBY [B1DOS ‘[RPIBWIWOD
‘[e1nupISa1) A1RIB3)UI ‘3]qIsSIIR ‘YbIH

d|qeabeueyy
paseq-ahpajmouy| ‘pajualio-1axiew [edo| 63
Wa)sAs aunpnajsesul [eI0] e Ul pajeshiajy|

uado ‘JuawuoIIAUS [BI0] Ul pareibaly|

$3110}RI0GR] P31L|0S] ‘SUOINYSU] puUP
Aemyped 71003 [RUOIIRU WO} PAPRI]

Z3S 943 03 payiuir]

buiysemypeq se ydns suoibai 13y10 Jo
JUBWIIBP BY) 03 $73S Ul S)UBWSaAUI d1jqnd
‘73S 3y} 03 uoneIBIW WY pue Inoge]
uoibai sy}

Pue 735 (Y} U1 swuy) 3y} uaamiaq ybiy

73S 3Y3 Ulynm Ao Jo ‘uoibal ayp uf 35007

abueyd

|eANdNIIS pue jeuonyniiisuj

buipeibdp ‘uoneasd anjep

1234J3 U013RI0[RY
suoiu4 pue saunydny

buijdnoday ‘buijdnoy

uoneihd)u| (UoN) JO S3sS3304d

735 Y2 ulyum £juo 4o £13unod

3y 3pisino 0} ybiy ‘uoibal 3y ur Mo
s|ieaaud

Hodxa-podwy ‘si31jddns pue sdIAIIs
[e20] Y1Mm s)oenuod Alesodwiy Ajuo/ma4

73S Y2 uIydm sKe1s 10 Mo

s9afodwia d13sawop
10} suoisod moj ‘saafoduua |eI0] M4

s3erzedxa / oAy ui-Ay ‘sja4

u01b31 3y} 0} UOLINQLIUD [BISY pUB
apely ou ‘sabem pue syyoid Jo mopno 63

3(qISS308 J0U pue 73§ Y3 i A|uo Jo Mo

s10108 [e20] pue ublaio) U3IMI] YoIY
paseq-1odxa pue anisua)ul-anoge] b3
10dx3 U0 J0 73S 3]0S U0 PasnIo4
pasop ‘Auande

JIWOU03 WOLJ PAPBUUOSIP ‘D10WaY

<€ aneibajul asow

JISINBPUD 210U =P

(Jeuonnyisul pue pajeja
-WIL) Sssaupappaquii

SMO[} 324n0S34
‘sabeyul) uteyp anjep
S19n0||1ds

abpajmouy /Abojouypag

(wanpu/»aup)
$13)J2 19}ieW INoge’

Aupqow 10304

(wanpu/»aup)
sabexui| A1elunyag

sPaya [erneds uequ)
suoreId|
SDUAILIP [RINYN)
31NN ssauIsng
anpnisesu|

uoneibajul [eneds
lsuIRIRY)

uoisuawip [exnjeuy

DIE ERDE - Vol. 154 - 1-2/2023

<
—



Special Economic Zones in the Global South: Between integrated spaces and enclaves - a literature review

Notes

! Including two workshops within the DFG Network “Spaces
of Global Production” (2018 and 2019)

2 Such as presentations and discussions at the 5™ Global
Conference on Economic Geography (2018)
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