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Philippines, GDP growth rate, 1961-2014
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Background on Special Economic Zones

“Special Economic Zones (SEZs) have been an important policy 

instrument for many governments seeking to attract foreign investment, 

promote export-oriented growth, and generate employment”, (Farole, 

2011)

Particularly widespread in developing countries, SEZs have provided an 
economic stimulant to countries aiming to jumpstart their industrial sectors 

(Zeng, 2011; Carter and Harding, 2011), while enabling technology 
transfers to local economies (FIAS, 2008; and Jayanthakumaran, 2002), 

and overcoming barriers to investments present in the economy (Farole, 
2011).

According to Moberg (2015), Boyenge (2007) and ADB(2015), the number 
of special economic zones in the world rose from around 500 in 1995 to as 

many as an estimated 4,300 zones in 2015 in 130 countries.





Map 1. SEZs and ETDZs in China, 2010

Source: Zeng (2010)



Definition of Special Economic Zones

“demarcated geographic areas contained within a country’s national 

boundaries where the rules of business are different from those that prevail in 

the national territory. These differential rules principally deal with investment 

conditions, international trade and customs, taxation, and the regulatory 

environment; whereby the zone is given a business environment that is 

intended to be more liberal from a policy perspective and more effective from 

an administrative perspective than that of the national territory.”(Farole and 

Akinci, 2011: pp. 3)

“are selected areas with highly developed or which have the potential to be 

developed into agro-industrial, industrial, tourist/recreational, commercial, 

banking, investment and financial centers. An ECOZONE may contain any or 

all of the following: industrial estates (IEs), export processing zones (EPZs), free 

trade zones, and tourist/recreational centers”

-Special Economic Zone Act of 1995





Source: Zheng (2010)

Box. 2

Common obstacles to zone success
 Poor site locations, entailing heavy capital 

expenditures

 Uncompetitive policies-reliance on tax 

holidays, rigid performance requirements, 

poor labor policies and practices

 Poor zone development practices –

inappropriately designed or over-designed 

facilities, inadequate maintenance and 

promotion practices

 Subsidized rent and other services

 Cumbersome procedures and controls

 Inadequate administrative structures or too 

many bodies involved in zone administration

 Weak coordination between private 

developers and governments in infrastructure 

provision.
Source: FIAS (2008, p.50-51)



 Philippine Economic Zone Authority is the 

Philippine government agency tasked to 

promote investments, extend assistance, 

register, grant incentives to and facilitate 

the business operations of investors in 

export-oriented manufacturing and 

service facilities inside selected areas 

throughout the country proclaimed by 

the President of the Philippines as PEZA 

Special Economic Zones.

 It oversees and administers incentives to 

developers/operators of and locators in 

world-class, ready-to-occupy, 

environment-friendly, secured and 

competitively priced Special Economic 

Zones.



• "Industrial Estate (IE)" – refers to a tract of land 
subdivided and developed according to a 
comprehensive plan under a unified continuous 
management and with provisions for basic 
infrastructure and utilities, with or without pre-built 
standard factory buildings and community facilities 
for the use of the community of industries.

• "Export Processing Zone (EPZ)" – a specialized 
industrial estate located physically and/or 
administratively outside customs territory, 

predominantly oriented to export production. 
Enterprises located in export processing zones are 
allowed to import capital equipment and raw 
materials free from duties, taxes and other import 
restrictions.

• "Free Trade Zone" - an isolated policed area 
adjacent to a port of entry (as a seaport) and/or 

airport where imported goods may be unloaded for 
immediate transshipment or stored, repacked, 
sorted, mixed, or otherwise manipulated without 
being subject to import duties. However, movement 
of these imported goods from the free-trade area 
to a non-free-trade area in the country shall be 
subject to import duties.



Fiscal and Non-fiscal incentives



The success of special economic zones will likely be debated for many years, but 
SEZs remain an attractive policy instrument for trade, spatial policy and 

investments (Farole and Akinci, 2011)

1. How did Special Economic Zones contribute to the development 
of the industry and services sector in the Philippines?

2. What is the industrial composition and spatial distribution of 
special economic zones in the Philippines?

3. Are special economic zones successful in generating 
employment, attracting FDI, and raising exports in the 
Philippines?

4. Do private-owned and managed special economic zones 
perform better than public SEZs? 



Special Economic Zones in the Philippines, by category and 

administrating agency (as of 2015)

Agency Public

Zones

Private

Zones

Total 

(Zones) 

No. of 

Firms/Locators

Employment

PEZA 21 440 461 3,103 * 1,243,000

BCDA 4 - 4 960 87,635

SBMA 1 - 1 1,536 101,651

AFAB 1 - 1 80 25,803

CEZA 1 - 1 217 18,098

ZamboEcozon

e

1 - 1 30 1,301

Phividec 1 - 1 98 12,787

ARMM-REZA 1 - 1 No data no data

APECO 1 - 1 0 0

Grand Total 32 440 472 6,024 1,490,275

Or 3.85 percent of 

total employment



PEZA-registered zones, by type of industry (2015)                                            

Type of Industry Number 

of SEZs

Percent to 

Total

Information

Technology

315 68.3%

Manufacturing 93 20.1%

Tourism 24 5.2%

Agro-Industrial 27 5.8%

Medical 2 .43%

Total 461 100%

32 (7%)

440…

Public

Zones



PEZA-registered locators/firms, by type of business 

(2015)

Real Estate Activities, 343

(10.95%)

Information 

Technology, 1036

(33.09%)

Logistics 

Facilities/Services, 275

(8.78%)

Export Manufacturing, 

1392 (44.46%)

Tourism and Medical 

Tourism, 44 (1.41%)

Utilities, 32 (1.02%) Agro-industrial, auto parts 

manufacturing, 9 (0.29%)





Foreign Direct Investments, by agency, from 1996-2015 

(in millions, PhP)

In 2015, the 3 agencies were 

responsible for bringing in a 

remarkable 74 percent of total 

foreign investments in the 

country, with manufacturing 

taking in the bulk, at 54.9 %. 

(PSA, 2016).



Investments in PEZA zones by industry, (1994-2014) 
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Philippines exports, by PEZA and non-PEZA exports, from 

1995-2013 (in billion, US$)



Summary and Conclusion

 Special Economic Zones are most private-owned and managed;

 SEZs are concentrated in ICT and Manufacturing, especially in electronics;

 The Philippines has the most number of SEZ that are in the ICT sector;

 Currently, Philippines is #1 in voice-based ICT-BPO; #2 non-voice complex services 
(after India)

 Most SEZs are clustered in and around cities throughout the country;

 Both private and public special economic zones in the Philippines perform 

well in FDI, employment, and exports. There are exceptions though.

 The incentives framework are highly similar across special economic zones.

 There are 8 different government offices that manage and supervise special 

economic zones.

 SEZs contributed to the growth of services and manufacturing by offering a 

better investment climate.



Policy Recommendations

 Need for more and better incentive policies for industrial upgrading and scaling up of 
products and services in firms within the special economic zones, beyond tax incentives;

 Need for better and stronger university-industry linkage to spur innovation within firms in 

SEZs;

 Need for building capacities and enhancing capabilities for local governments, state 
universities, and others, in zone management;

 Need for a more integrated system of monitoring, coordinating and managing special 
economic zones throughout the country;

 Need for higher quality data on SEZs, both at the zone and firm-levels;

 Need for timely and better metrics to assess SEZ performance, beyond static indicators;

 Need for a highly empirical cost-benefit analysis of the Philippine SEZ programs, to 
determine if more zones or less zones are better, and to determine objectively whether the 
zone programs have been beneficial to government and society at large.


