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employee has a salary 10 times® that of
the Indian workers indicating that there is
an enormous gap between the different
employees of the global Mokia family.

Conclusions

The public costs for the Nokia sez are of
two kinds; the first is the direct expendi-
ture by the Tamil Nadu government,
among other things in creating infrastruc-
ture and reimbursing Nokia's var pay-
MEents; theﬂnd is the loss of income if
normal taxes would have been applied. Of
the known direct costs for the public the
VAT reimbursements dominate. Together
with the subsidised land the Tamil Nadu
government is estimated to have paid
Nokia Rs 645.4 crore.

The main objectives of sezs according
to the national sez Act are to (i) generate
additional economic activity, (i) promote
exports of goods and services, (iii) pro-
mote investment from domestic and for-
eign sources, (iv) create employment op-
portunities, and (v) develop infrastructure
facilities. Our findings indicate that the

n__IWokia zone, like other sezs, are mainly for

the Indian market, and there are loopholes
in existing laws which allow domestic
sales of mobile phones to count towards
export (objective ii). The Nokia sez and
other electronics manufacturing has lead
to investments in Chennai to set up the
plants {ohjective iii). But every rupee in-
vested in fixed assets by Nokia is paid back
by the Tamil Nadu government via its offer
to reimburse vat leaving only the opera-
tional costs tobe covered by the company.
In effect the government is paying for the
company’s infrastructure investment and
we have every reason to believe this type of
agreement is standard for Tamil Nadu
(to achieve objectives ii and iii the state
government paid for objective v). The
relatively poor pay of the workers and
unmet employment protections make the
employment creation argument weak
(objective iv).

In sum, for the benefits given to Nokia,
very little reciprocity exist in benefits for
India. We can only congratulate Nokia on
getting an amazing host of concessions
and freebies to enter what is now the
world’s fastest growing market for mobile
phones. Its profitability is certain to be
significant although actual data on the
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mobile phone business is not available.
But to think that the success of a private
company based in Finland has anything to
do with the development of India seems
very far-ferched. Put in a different way, of
what use is increased economic activity
{ohjective i), if the benefits of this activity
only goes to one company? This clearly re-
iterates the fundamental flaws in the sez
policy and legislation. It demonstrates that
the success of a SEZ comes at an enormaous
public price.
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