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State Legislature of Gujarat
has enacted a state law viz.
The Gujarat Special
Economic Zones Act, 2004)
(Gujarat Act No.11 of 2004).
Today we have two Acts in
Gujarat.
The Salient features of
Gujarat SEZ Act are as under:
• Units treated as foreign
territory-  SEZ will be
treated as foreign territory
for trade operations and
duties and tariff. No licence
is required for import.
• Freedom of operations-
SEZ unit may be
manufacturing, trading or
service activity. They have
full flexibility of operations.
There will be no routine
examination by customs of
export and import cargo. No
separate ductmentation is
required for customs and
EXIM policy. Customs
Clearance will be in-house,
at no extra charge.
• Foreign direct investment-
100% Foreign Direct
Investment (FDI) in
manufacturing sector is
permitted except in few sectors
like arms and ammunition,
explosives atomic sub-
stance, narcotics and hazardous
chemicals, distillation and
brewing of alcoholic drinks
and cigarettes, cigars
and manufactured tobacco
substitutes.
• Supplies to SEZs are
exports- Supplies to SEZ
from manufactures in India
(Called DTA-i.e. domestic
tariff area) will be treated as
‘export’. Supplies from
within India to SEZ units
will be entitled to duty
drawback u/s. 75 of
Customs Act.

• Manufactures in India
supplying goods to unit in
SEZ are exempt from
Central Sales Tax Act.
• Units in SEZ have to be net
foreign exchange earners.
• No excise on goods made
in SEZ- As per section 3(1)
of Central Excise Act (as
amended w.e.f 11-5-2002,
there  will be no excise duty
on goods manufactured or
produced in SEZ unit. They
are ‘excluded excisable
goods’ and not ‘exempted
excisable goods’
• Trading units permitted-
Trading Units are permitted
in SEZ. The trading unit can
sell goods in DTA on
payment of applicable duty,
subject to achievement of
NFE cumulatively.
•••••Captive power plants-
SEZ units can have captive
power plants. They can
supply surplus power to
another SEZ/EOU/STP/
EHTP unit. They can also
supply power to another unit
in DTA.
• Sub contracting outside-
There is full freedom for sub-
contracting., i.e. giving
material outside for job work.
• Job work-units in SEZ
can under take job work on
behalf of domestic
exporters. There should be
direct exports from the zone.
• Insurance outside India-
The SEZ units can take any
general insurance policy
from insures outside India
provided the premium is
paid on foreign exchange.
• De bonding-A unit in SEZ
can either de-bond or
convert itself into EOU. In
either case, it will have to
physically move out of SEZ.
• Income tax exemption-

As per section 10A (1A) of
the Income Tax Act, units in
SEZ will be exempt from
income tax for first five years
from year of commencement
of manufacturing. For
subsequent two years,
income tax exemption will
be 50% of their export
income.
• Labour laws-Indian SEZ
will have to comply with
labour laws. However, a
state government can
declare units with the SEZ
as public utility. It can also
delegate powers of the

labour commissioner to
another officer exclusively
for SEZ or even to
development commissioner
of SEZ so that resolution of
disputes can be expedited.
(Indian labour laws which
provide good working
conditions and reasonable
wages and security are
acceptable to all. However
the laws are over protective
to labour. This increases

indiscipline and reduces
productivity to such an
extent that Indian goods
become uncompetitive).
•Management Remuneration-
Restrictions in respect of
managerial remuneration
under Companies Act have
been relaxed in case of
Companies in SEZ. The
remuneration can be up to
Rs. 20 Lakh per month (Rs.
2.40 crore per annum)
without approval of the
central government.
• Costoms and Excise- The
goods admitted to SEZ are

exempt from customs duty
(section 76E of Customs
Act). Unit in SEZ is not
required to be registered
with Central Excise
authorities.
• Duty free inputs/capital
goods- There will be no
customs and excise duty on
import of capital goods, raw
materials, consumables
spares, etc.
• Supply to EOU/SEZ unit

in foreign exchange-The
SEZ unit can supply to
EOU/SEZ unit and obtain
payment in foreign
exchange. They can also sell
to DTA in foreign exchange.
• Foreign currency account-
A unit located in SEZ can
open, hold and maintain a
foreign currency account with
an authorized dealer in India,
All foreign exchange funds
received by SEZ are credited
in This account.
• Supplis to SEZ are
‘Exports’-Supplies from
other manufacturers in India
(i.e.in DTA) to the units in
SEZ are treated as ‘exports’
and suppliers to the units in
SEZ get eligible benefits.
• Goods supplied to SEZ-
EOU exempt from duty-The
goods supplied by
manufacturers in India to
EOU/SEZ unit are exempt
from excise duty.
• The Minimum Wages Act,
1948-Sec. 19(i)-
Development commissioner
SEZ Gujrat-Appointed as
an inspector for the purpose
of the said Act for all special
Economic Zones in the
State of Gujrat.
• Amendment of certain
Acts-Each of the Acts
specified in the second
column of the Schedule II
shall be amended in the
manner and to the extent
specified against in in the
third column thereof.
• Amendment of Section 2
of XIV of 1947-In the
Industrial Disputes Act,
1947 (Xiv of 1947 ) in its
application to the state of
Gujrat (hereinafter referred
to as ‘The Principal Act”) in
section2.
• In clause (k), the words

and letters ‘but does not
include the termination of
the service of a workman in
accordance with the
provisions of Chapter V-D’
shall be added at the end;
• In clause (00)
• In sub-clause (c), the word
“or” shall be added  at the
end;
• After sub-clause (c), the
following sub-clause shall
be added namely;
• “(d) termination of the
service of a workman in an
industrial establishment
situated in the Special
Economic Zone declared as
such by the government of
India;”
• After clause (q) the
following clause shall be
inserted, namely: ‘(qa)
“termination” means
discontinuation by the
employer of the service of a
workmen in industrial
establishment situated in the
Special Economic Zone
declared as such by the
Government of India for any
reason but for punishment
inflicted by way of
disciplinary action, but does
not include-
• Voluntary retirement of
the workman; or
• Retirement of the
workman on reaching the
age of superannuation if the
contract of employment
between the employer and
the workman concerned
contains a stipulation in that
behalf; or
• Termination of the service
of the workman as a result
of the non-renewal of the
contract of employment
between the employer and
the workman concerned on
its empiry or of such

contract being terminated
under stipulation in that
behalf contained therein; or
• Termination of the service
of a workman on the ground
of continued ill-health.
• Insertion of new chapter
V-D IN XIV of 1947-In the
principal Act after Chapter
V-C, the following Chapter
shall be inserted, namely:
Chapter V-D
Special provision for SEZ-
• The provisions of
Chapters V-A V-B shall not
apply to an industrial
establishment to which
Chapter V-D applies
• The provisions of this
chapter shall apply to an
industrial establishment set
up in the Special Economic
Zone declared as such by
the government of India.
Definition of continuous
service for the purpose of
this Chapter
• A workman shall be in
continuous service for a
period  if he is, for that
period, in uninterrupted
service, including service
which may be interrupted on
account of sickness or
authorized leave or an
accident or a strike, which
is not illegal, or a look out
or a cessation of work which
is not due to any fault on the
part of the workman.;
• Where a workman is not
in continuous service within
the meaning of clause 91)
for a period of one year of
six months, he shall be
deemed to be in continuous
service under an employer-
• For a period of one year,
if the workman, during a
period of 12 calendar
months preceding the date
with reference to which

calculation is to be made, has
actually worked under the
employer for not less than-
• 190 days in the case of a
workman employed below
ground in a mine; and
• 240 days, in any other
case;
• for a period of six months,
if the workman, during a
period of six calendar
months preceding the date
with reference to which
calculation is to be made,
has actually worked under
the employer for not less
than-
• 95 days, in case of a
workman employed below
ground in a mine; and
• 120 days, in any other
case.
Explanation-for the
purpose of clause (2) the
number of days on which a
workman has actually
worked under an employer
shall include the days on
which
• He has been laid off under
an agreement or as
permitted by standing
orders made under the
industrial employment
(Standing Orders ) Act,
1946 (20 of 1946) or under
this act or under any other
law applicable to the
industrial establishment
• He has been on leave with
full wages, earned in the
previous year
• He has been absent due to
temporary disablement
caused by accident arising
out of and in the course of
his employment and
• In case of a female, she
has been on maternity
leaver; so however, that the
total period of such
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n general industries

based on mining are
associated with

controversies all over the
world as these industries
often cause displacement of
people (mainly tribal
people), environmental
degradation, destruction of
forest land, political
gamble etc. However, for a
poor and backward state
like Orissa which is rich in
mineral and mining
resources it’s always
advantageous to exploit
these resources for
development of the state
and its people.

Irrespective of political
parties, central government
of India had sidelined
Orissa’s interest and
potential in
industrialization as Orissa
was losing a huge amount
as direct and indirect tax
from mining activities since
independence to the central
government. However, in
last few years the state
government had taken few
good steps towards the
interest and industrialization
of Orissa based on mining
and minerals. The first
encouraging step was to
provide mining right to
those companies which
have established and/or are
in process of establishing
new industries in Orissa.
This step saw unprecedented
proposals of new industries
in steel, alumina,
aluminium, thermal plants
etc in Orissa. The second
important step by the state
government was to include

Prospective of KBK in
Mining and Industries

Value Addition Tax in
mining sector which would
increase the amount of
revenues for the state
government.

However, Orissa state
government suffers a great
difficulty while timely
implementing these
industries in this period.
There have also been
controversies due to
rehabilitation of displaced
local and tribal people,
forest land and
environment.

I have often said that if
the government’s motive is
genuinely to utilize mining
and minerals in a proper
way to make industries then
it’s always welcome. As
based on these industries
further initiative could be
then taken to support metal,
auto and other down stream
industries which then
would make road map for
industries in manufacturing,
electronic and other service
sectors in Orissa. If all
these things materialize in
a step wise manner then
Orissa would be an
industrially advanced and
dominant state in the
country in few years.

But at first all these
mining and mineral based
industrial development
would be in expense of
environment due to huge
mining activities and
mining based industries in
near future. Environment is
a serious concern for future
of Orissa, nevertheless,
both government and
industrial houses have to

work together in this regard
from the beginning, as at
this moment Orissa need
industries and agriculture
simultaneously to come out
from the acute poverty and
backwardness.

It is also to note that past
experience of improper
rehabilitation of displaced
people by both state and
central government had
made the issue much worst.
To make the situation
further complicated often
displaced people were used
by few selfish political
parties who want to get
popularity and win more
voters at the local level, and
secondly by some
professional social workers
whose only interest was to
make bread and butter out
of the issue in the name of
forest, environmental
degradation etc without
concerning the interest of
the state and its
developments.

Therefore, intellectuals
of Orissa have now a
greater role to make the
people of Orissa under-
stand the practical necessi-
ties for the state rather than
any other controversies.
Apart from the genuine
problem in the ground level
during displacement of
people, they need to speak
about the truth so that illit-
erate and poor displaced
people clearly understand
not only their losses and
benefits during the process
but also concern about the
development of our state.

KBK is a mineral and
natural resources rich re-
gion in the state, mainly
bauxites, gem stones,
graphite, manganese, lime-
stone, quartz, diamond etc

are abundantly present in
the region, but these re-
sources are limited and not
in the scale of Orissa’s
North-Western region that
has huge deposits of coal,
chromites, iron ores, and
other minerals. Coal is the
basic need for most of the
mineral and mining based
industries in an energy
starving country like India.
Therefore, most of the pro-
posals coming to Orissa in
mining and mineral based
industries are either in the
coal rich North-Western
region or in the costal re-
gion which is proxy to port
for export market.

KBK which has neither
coal deposits nor proxy to
any port in Orissa have un-
impressive industrial pro-
posals in mining and min-
eral based industries. Ex-
cept NALCO in
Damanojodi no other ma-
jor mining industry was lo-
cated in KBK. Recently
some graphite based and
ferro alloy industries of
small scale size are being
established in this region.
The most cited mining
based industrial proposals
in KBK in recent time is
alumina refineries in
Kashipur and Lanjigarh.
However, these industries
are often more known for
controversies and political
power struggle rather than
actual progress. In fact po-
litical and environmental
problems associated with
these plants are so much
complicated that it’s not
only slowing down the
implementation of the
project but also discourag-
ing other industrialists to
invest in this region. KBK
has a large forest area and

people should bear in mind
that a small environmental
and forest degradation for
development of industries
in this backward region

would be worthy for its so-
cial development. Social
workers and politicians
should rather seriously con-
cern about other sources
like forest fire, deforesta-
tion, etc who are really de-
grading large sum of forest
land and environment in the
KBK region.

 In the mean time the
state government should
also encourage industrial
houses to establish indus-
tries in backward KBK re-
gion rather than focusing

only in few regions in
Orissa. For example,
Vedanta Alumina has re-
cently signed a MOU to
establish alumina-alu-
minium complex in
Lanjigarh and Jharsuguda.
There are many proposals
around Jharsuguda for min-
ing based industries like
steel, thermal plants etc,
some of which are of large
scale; therefore, environ-
mental degradation in this
region will be quite higher.
It could be possible to shift
some of the industries to
other less degraded region
like KBK. For instance it
would have been wiser if

initially the state govern-
ment could have negotiated
with the Vendant Alumina
to make its entire proposed
complex including the pro-
posed aluminium smelter in
Kalahandi (Lanjigarh) or
KBK region instead of in
Jharsuguda.

State government has
made a special tax benefits
for industrialists to estab-
lish industries in KBK.
However, it is not enough
to bring investment to a
backward region like this.

So, emphasis should be
given by the state govern-
ment that industrialists are
convinced to invest in KBK
region. For example, Orissa
government has already
signed 43 MOU for steel
industries in Orissa and
many big players like
POSCO, Arcelor-Mittal,
Tata, Jindal etc are invest-
ing in this sector. The gov-
ernment has enough pro-
posals for steel for a state
like Orissa, so now on-
wards it should focus on
their proper implementa-
tion and make a new rule
that any new steel industry
must come in KBK, other-

wise mining right would
not be provided to that
company.

Industrial development
of KBK is with its infra-
structure development.
Even after regularly being
noticed as a backward and
underdeveloped region for
last four decades, both the
state and central govern-
ment had done a little to-
wards KBK in infrastruc-
ture. The railway and road
connectivity is worst in
KBK. There is no proper

direct road or railway con-
nectivity between the ma-
jor towns like
Bhawanipatna, Bolangir,
Koraput and the state capi-
tal Bhubaneswar. The state
government should think to
directly link Bhawanipatna
(via Phulbani) with
Bhubaneswar, Koraput (via
Rayagada) with
Bhubaneswar, and Bolangir
with Bhubaneswar by na-
tional highway and railway.
This would give a major
boost to whole KBK.  Al-
though there is a proposal
to link Bolangir with
Bhubaneswar, the project is
hanging in balance re-
cently. Similarly proposal
should be made to link
Koraput via Rayagada with
the state capital and that of
Bhawanipatna via
Phulabani with the state
capital.

Many parts of KBK re-
gion has not been made any
scientific survey  for min-
erals though the region has
potential for minerals like
gemstones, diamond, gold,
bauxites, iron ores, quartz,
graphite, manganese etc.
The state government
should take initiative in this
regard.

Unless state and central
government give special
attention to establish indus-
tries in KBK by developing
infrastructure and giving
special emphasis, the de-
velopment of this part of
the planet is in darkness.
Mining as well as agricul-
ture are Orissa’s core assets
towards developments at
this hours. One in expense
of other will spoil the de-
velopment of Orissa. Both
should be treated as two
parts of a coin towards de-
velopment. Therefore, any
thing that would mix both
the issues would bring
chaos that Orissa is observ-
ing presently. The best way
is to treat both industry and
agriculture equally impor-
tant to come out from the
acute poverty and back-
wardness in KBK.  Indeed,
prospective of KBK lies in
its industrial growth and to
it mining sector has poten-
tial to contribute a greater

portion.
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