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Abstract: Free Economic Zones (FEZs) have become pivotal instruments in shaping modern
international trade and investment flows. Despite their global expansion, systematic research on
their historical evolution and development stages remains limited. This study aims to address this
gap by analyzing the formation, transformation, and diversification of FEZs worldwide. Using
statistical and induction-deduction methods, the research examines historical patterns, development
models, and performance indicators from pioneering zones like Shannon (Ireland) to modern eco-
industrial parks and high-tech zones. The findings reveal that FEZs have evolved through three
distinct generations: (1) labor-intensive export processing zones, (2) diversified zones with capital-
intensive and service-oriented activities, and (3) innovation-driven, integrated zones focusing on
sustainability and national economic integration. The study also highlights Uzbekistan's growing
role, where FEZs have become crucial for attracting foreign investments and fostering export-led
growth. Results show that FEZs contribute significantly to employment, industrialization, and
regional development while facing challenges such as ensuring sustainability and equitable regional
distribution. The research implies that successful FEZs balance innovation, policy reforms, and
environmental considerations. The Uzbekistan case demonstrates that with appropriate reforms and
strategic planning, FEZs can enhance national economic competitiveness. This study provides
theoretical and practical insights for policymakers and researchers seeking to optimize the future
development of FEZs globally.

Keywords: free economic zones, special economic zones, economic growth, production, FEZ, SEZ,
industrial products, FEZ development stages, FEZ evolution

1. Introduction

Free economic zones (FEZ) play a significant role in the global economy by providing
favorable conditions for attracting investments, creating jobs, and promoting economic
growth. As of 2023, there are more than 5,000 free economic zones worldwide, with the
majority located in Asia and the Middle East. For example, China’s Shenzhen free
economic zone, established in 1980, has greatly contributed to the country’s economic
growth, with its Gross Domestic Product (GDP) reaching $400 billion in 2022. [1] Such
examples highlight the need to analyze the historical evolution of FEZs and their stages
of development. Uzbekistan has also designated free economic zones as a key element of
its economic development strategy. As of 2021, more than 20 free economic zones are
operating in Uzbekistan, contributing to the country’s export potential and attracting
foreign investments.

The relevance of this study lies in the fact that FEZs play a crucial role not only in
diversifying national economies but also in the global trade system. According to
statistical data, in 2022, trade conducted through FEZs accounted for approximately 15%
of global trade. [2] These figures further emphasize the role of FEZs in international trade
relations and highlight the necessity of studying them. Additionally, gathering

Pioneer: Journal of Advanced Research and Scientific Progress 2025, 4(1), 13-18.

https://www.innosci.org/jarsp


mailto:muhammadsidik@mail.ru
mailto:u.habibjonov@nordicuniversity.org

14

information on projects and investments carried out through Uzbekistan’s free economic
zones is also important. The volume of investments made through FEZs in the country is
expected to exceed $1 billion in 2023. [3] This study analyzes the historical evolution and
development stages of FEZs, revealing their significance in international economic
relations. Moreover, based on Uzbekistan’s experience, it helps outline future prospects
for FEZs.

2. Materials and Methods

The methodology for the research topic “Analysis of the Historical Evolution and
Development Stages of free economic zones” includes two main research methods:
statistical and induction-deduction methods. The statistical method is used to collect and
analyze data related to free economic zones. In this process, various statistical indicators
such as the performance metrics of free economic zones in different countries, their
economic impact, and their success levels are examined. Through this data, a
comprehensive understanding can be formed to determine the history and development
stages of free economic zones. [4]

The induction-deduction method plays an important role in shaping the theoretical
foundations of the research. Through an inductive approach, historical examples of free
economic zones are analyzed, allowing for the identification of general patterns. The
deductive approach, on the other hand, is used to support existing theories and concepts,
for example, by linking previously acquired knowledge about the development of free
economic zones with practical examples.

By combining these two methods, the research achieves deeper and more reliable
results. The methodology of the study is based on statistical and induction-deduction
research methods, providing a comprehensive approach to analyzing the historical
evolution and development stages of free economic zones.

3. Results

A free economic zone (FEZ) is a designated area within a sovereign country that has
clearly defined boundaries and a special legal regime, created to provide favorable
conditions for entrepreneurial and other economic activities. FEZs are established to
attract investments, promote economic development, introduce resource-saving
technologies, and strengthen international cooperation. They offer tax, customs, and
currency regulation incentives, playing a crucial role in attracting both foreign and
domestic investors. FEZs come in various types and may operate in different sectors, such
as scientific and technological parks, trade and warehouse zones, and export production
areas. [5]

Countries are increasingly striving to adapt their zones to specific directions, ensuring
specialization in areas such as green technologies, digital services, or biotechnology. This
specialization can serve as a key factor in maintaining their relevance.

Based on the above analysis, the development of free economic zones (FEZs) can be
divided into the following periods: (Figure 1

1) First Generation (1951-1969): Early export processing zones. [6]

a. Focused on attracting labor-intensive, export-oriented manufacturing industries;

b. Primarily located in developing countries, often near ports or airports.

c. Examples: Shannon free zone (Ireland), Kaohsiung export processing zone
(Taiwan), Masan free export zone (South Korea).

2) Second Generation (1979-1991): Diversification and Expansion. [7]

a. Increasing focus on attracting industries related to services and high-tech sectors;

b. Growing emphasis on regional development and economic diversification;

c. Expansion of free economic zones (FEZs), particularly in developing countries,
especially in Asia and Latin America.
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d. Examples: special economic zones in China, Jebel Ali Free Zone in the United
Arab Emirates, export processing zone in Bangladesh.

3) Third Generation (2000s — Present): Integration and Renewal. [8]

a. A growing trend toward more integrated and comprehensive FEZs, such as eco-
industrial parks and free trade zones;

b. Increased focus on promoting innovation, technology transfer, and high-value-
added activities;

c. Greater emphasis on sustainability, environmental protection, and social
responsibility

d. Examples: Dubai International Commodities and Services Hub (UAE), Panama
Pacifico special economic zone (Panama), Sino-Singapore Tianjin Eco-City
(China).

Based on the above analysis, the development of free economic zones (FEZs) can

be divided into the following periods: (Figure 1)
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Figure 1. Historical evolution of free economic zones. [9]

The concept of free economic zones (FEZs) encompasses various specially designated
areas located within a country’s borders, where business and trade regulations differ from
those in the rest of the territory. FEZs can take different forms, such as special economic
zones, export processing zones, free trade zones, and industrial parks or complexes. The
diversity of FEZ classifications reflects the complex and multifaceted nature of these
economic policy instruments. The specific configuration and objectives of FEZs are
shaped by various factors, including a country’s level of economic development,
industrial structure, trade orientations, and institutional capacities. [10]

Free economic zones (FEZs) are divided into several types, each designed to promote
specific economic activities and attract foreign investments. The most common types
include free trade zones (FTZs), export processing zones (EPZs), and special economic
zones (SEZs). [11] FTZs are typically located near major ports or airports, allowing goods
to be imported, stored, and re-exported without customs duties. These zones primarily
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focus on trade-related activities, facilitating logistics, warehousing, and distribution
services. EPZs, on the other hand, specialize in manufacturing, providing companies with
minimal regulations and tax incentives to produce goods for export. A significant portion
of the products manufactured in these zones must be exported, which helps drive
industrial growth, particularly in developing countries. SEZs go beyond just trade or
manufacturing, encompassing a wide range of specialized areas such as technology parks,
financial service hubs, and innovation-driven districts. These zones serve as key tools for
attracting diverse investments and fostering economic development. [11]

Free economic zones (FEZs) have evolved significantly over time, with their origins
traced back to ancient trade hubs like the Phoenician city of Tyre (c. 2000 BCE) and the
Hanseatic League in medieval Europe. The modern FEZ model began with the Shannon
Free Zone in Ireland (1959), which inspired global expansion. By 1986, there were around
200 FEZs worldwide, but this number surged to over 4,300 by 2015, covering 130+
countries and employing more than 70 million people. [12] China played a crucial role in
their growth, launching the Shenzhen Special Economic Zone in 1980, which helped boost
foreign direct investment (FDI) and GDP. The UNCTAD reported that by 2021, FEZs
contributed to over $850 billion in exports annually, mainly from Asia, Latin America, and
the Middle East. [13]

The main types and classifications of free economic zones (FEZs) are illustrated in
Figure 2. As seen in the figure, FEZs are categorized into trading areas, production areas,
research and innovation parks, offshore zones, and other functional and complex areas.
This classification reflects the diverse objectives and structures of FEZs implemented

worldwide.
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Figure 2. Historical evolution of free economic zones. [14]

4. Discussion

In addition to these main forms, there are also options such as bonded warehouses
and maquiladoras. Bonded warehouses allow companies to store imported goods without
paying customs duties until they are released for sale in the domestic market or for export.
This form provides businesses with flexibility in managing inventory costs while
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complying with customs regulations. Maquiladoras, on the other hand, are specific to
Mexico and enable manufacturing companies to import materials duty-free, assemble or
process them, and then export the finished products out of the country. [15] Different
types of free economic zones serve various strategic purposes, but their overall goal is to
enhance economic activity by reducing trade and investment barriers, ultimately
contributing to job creation and economic growth in host countries.

5. Conclusion

China’s free economic zone (FEZ) system has undergone a long evolution, playing a
crucial role in the country’s economic growth and global integration. The initial special
economic zones (SEZs) were established in the 1980s to support the country’s open
economic policies and attract foreign investment. In later stages, pilot free trade zones
(FTZs) and export processing zones (EPZs) were introduced. These zones served as testing
grounds for various policy reforms, tax incentives, and market mechanisms, accelerating
China’s economic modernization. Notably, the pilot free trade zone program launched in
2013 was aimed at further strengthening the country’s participation in international trade
and fostering an innovative business environment. This step-by-step development
strategy allowed China to experiment with different economic models and mechanisms,
ultimately paving the way for effective nationwide economic reforms.

In the future, several measures are recommended to further enhance China’s FEZ
system. First, the efficiency of high-tech industrial zones should be improved by fostering
the development of innovative technologies and expanding collaboration with research
institutions. Second, legal and institutional reforms for FEZs should be deepened to create
a more favorable environment for both foreign and domestic investors. A third important
proposal is to promote green technologies and sustainable manufacturing practices while
considering environmental sustainability principles. Additionally, more attention should
be given to the development of FEZs in central and western regions to reduce regional
economic disparities. These measures will contribute to increasing the efficiency of
China’s free economic zones, strengthening their competitiveness in the international
market, and ensuring long-term economic stability.
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