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Green Economic Zones as a Catalyst for Regional Sustainable Development 

This piece is one of a series prepared by Vivid Economics, in partnership with WEPZA (World Economic Pro-

cessing Zones Association), the world’s first association of Special Economic Zones.  

 

HIGHLIGHTS 

• well-designed economic zones can play a crucial role in achieving a government’s green growth objec-

tives, and international environmental commitments, by allowing them to overcome the multiple con-

straints to sustainable development that affect the wider economy; 

• green economic zones can be categorised by three, not mutually exclusive, categories: 1) Eco-indus-

trial parks, which implement greener production process, 2) Low-carbon zones, which test innova-

tive green policies, and 3) Green industrial clusters, which develop green product supply chains; 

• green zones are most effective when they are tailored to the national objectives and sectoral profile 

of an economy, evolving over time as a country pursues a green pathway to industrialisation. 

 

Economic zones (EZs) include a range of geographically delineated zones which deploy specific policies and 

incentives aimed at promoting activities leading to economic growth. These zones go by many names, re-

flecting their range of goals and include special economic zones, freeports, free zones, industrial parks, and 

innovation centres to name a few. Governments design and implement EZs to achieve various economic de-

velopment goals such as increased exports, generating employment and skills development, attracting for-

eign investment, and developing capabilities in selected industries. 

 

As EZs have evolved, they have become important tools for achieving green growth, despite an earlier 

track record of poor environmental performance. Early EZs originated from a traditional export processing 

zone model, which benefitted from lax labour and environmental standards to reduce costs for businesses. 

However, as EZs have developed to include complex, knowledge intensive sectors, they have become cred-

ited for improving environmental performance of host countries. This demonstrates the potential, often un-

realised, environmental co-benefits of using EZs as tools to upgrade economic activity in the long-run.  

 

The potential role of EZs as a focal point for green pathways is strengthened by their export-orientation, 

integration in global supply chains, and business and investment density. International pressure to com-

bine environmental and economic performance are placing EZ activities under increasing scrutiny. Interna-

tional environmental commitments, such as the Paris Agreement on climate change, require national gov-

ernments to reduce emissions. Meanwhile, international producers face mounting consumer pressure to en-

sure sustainable supply chains. For example, Unilever has set targets to source 100% of energy across all of 

its operations from renewable sources by 2030, partly in response to consumer concerns. EZs can be instru-

mental to combine these environmental and economic targets. 

http://www.vivideconomics.com/
http://www.wepza.org/
http://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Industrial%20Development%20Report%202016_FULLREPORT.pdf
http://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Industrial%20Development%20Report%202016_FULLREPORT.pdf
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
https://www.unilever.com/sustainable-living/reducing-environmental-impact/greenhouse-gases/how-were-becoming-carbon-positive-in-our-operations/
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Analysis on green EZs, by Vivid Economics for the Global Green Growth Institute, shows that EZs can serve 

as vehicles for green growth through three additional pathways. EZs provide opportunities to achieve 

green growth by: 

• implementing greener production processes: for example, encouraging energy efficiency improve-

ments for existing industries;  

• testing innovative green policies: for example, setting low-carbon targets and testing experimental 

policies aimed at reducing environmental impact of growth; and, 

• developing green product supply chains by attracting investment towards supply chains that support 

the green transition, such as solar energy panel producers.  

 

Economic zones which contribute to green growth can be categorised by three, not mutually exclusive, 

categories: eco-industrial parks, low carbon zones, and green industrial clusters. Figure 1 demonstrates the 

relationship between the green EZ types.  

 

Figure 1.  Green EZs can focus on reducing impacts of industries or targeting new products 

 

Source: Vivid Economics 

 

Eco-industrial parks leverage shared infrastructure and symbiotic production processes to reduce waste 

and emissions, primarily focusing on greening production processes. By locating firms around shared infra-

structure related to transport, power and waste treatment, such parks can deliver significant reductions in 

cost and environmental impacts of a zone approach. Integrating value chain through industrial symbiosis, 

where one firm’s waste output or by-product serves as another’s input, can also deliver cost savings and pro-

Green economic zone options

Low Carbon Zones

characteristics 
include: 
― green 

policies
― …

Eco-Industrial parks

characteristics 
include:
― green 

processes
― …

Green industrial clusters

characteristics include:
— investment in green technologies

— …

reduce 
impacts of 

existing 
industry



 

 
 

w w w . v i v i d e c o n o m i c s . c o m                                                       
 

mote a circular economy within a zone, helping to deliver Sustainable Development Goal (SDG) 12. Den-

mark’s Kalundbourg Industrial Park serves as an example of industrial symbiosis. Eco-industrial parks are also 

being promoted globally as a strategy for sustainable industrialisation.  

 

 

Low carbon zones are distinguished by zone-level emissions targets, and their role as test beds for experi-

mental green policies. These zones most often share ambitious emission reduction targets. To support cli-

mate friendly investment and knowledge transfer, low carbon zones also leverage sustainable infrastructure 

and encourage policy experimentation. An example of a successful zone includes Jilin Industrial City, estab-

lished in China as a pilot seeking to demonstrate the feasibility and benefits of policies supporting the low-

carbon economy.  

 

Green industrial clusters focus EZ activity on the production of green technologies and products necessary 

for a transition to green growth. The availability of green technologies, which promote efficient use of natu-

ral resources and emit fewer greenhouse gas, are instrumental in achieving the green transition. EZs which 

cluster green industries therefore contribute to both national and international green objectives. Green in-

dustrial clusters also provide spillovers to the wider economy, supporting the success of eco-industrial parks 

and low carbon zones. Examples of successful green clusters include Himin Solar Valley, China’s largest geo-

graphic zone for the solar industry, and Atlantis Greentech SEZ, designated in South Africa for the manufac-

ture of green technologies and provision of green services. 

 

In order to develop a sustainable industrial sector in line with the targets of SDG 9, countries can develop 

green EZ strategies by combining different types of zones to deliver on economic development objectives. 

Green EZs also offer a means to achieve international environmental commitments – such as nationally de-

termined contributions under the Paris Agreement – while pursuing industrial development. 

 

National objectives and sector profiles can inform which types of zones are appropriate to develop, and 

when. In the short term, eco-industrial parks can leverage existing investments, resource reserves, and logis-

tics infrastructure to produce industrial goods more efficiently and with a reduced environmental impact. In 

the medium term, low carbon zones can support economic diversification and focus efforts and policies to 

produce low-carbon products, including services. And over a strategic time period, green industrial clusters 

provide support for other zone types and organise regional resources to deliver green products for the 

global supply chain. 

 

By considering green pathways to industrialisation, well-designed EZs can play a crucial role in delivering 

objectives across the universal SDGs, which seek to balance the economic, environmental, and social di-

mensions of growth. 

 

The authors are Jake Wellman, Shahbano Soomro and James Patterson-Waterston 

http://blueprint.unglobalcompact.org/sdgs/sdg12/
http://www.symbiosis.dk/en/
https://www.unido.org/news/partners-launch-new-framework-eco-industrial-parks
https://www.chathamhouse.org/sites/default/files/public/Research/Energy%2C%20Environment%20and%20Development/r0310_lowcarbon.pdf
http://documents.worldbank.org/curated/en/752011468203980987/Special-economic-zones-progress-emerging-challenges-and-future-directions
https://drodrik.scholar.harvard.edu/files/dani-rodrik/files/green_industrial_policy.pdf
http://solarvalleychina.com/
http://www.wecp2016agm.com/images/energy-sector/Atlantis%20SEZ%20Short%20Brochure_FINAL.pdf
http://blueprint.unglobalcompact.org/sdgs/sdg09/

