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SPECIAL ECONOMIC ZONES MECHANISMS AND THEIR ROLE
IN THE ECONOMIC DEVELOPMENT OF CENTRAL
AND EASTERN EUROPE COUNTRIES (CASE OF POLAND)

MEXAHI3MHU JII CHEOIAJBHUX EKOHOMIYHHUX 30H
TA IX POJIb Y EKOHOMIYHOMY PO3BUTKY KPAIH
IEHTPAJIBHOI TA CXIJIHOI €BPOIIU (HA MPUKJIA I ITOJIBIIII)

Summary. Special Economic Zones (SEZs) are widely used in most developing countries and in many devel-
oped countries. The main goal of this study is to identify mechanisms of SEZs functioning and their role in the
economic development of the countries of Central and Eastern Europe (based on the examples of Poland). As a
result of the study presented in the article, the conclusions can be drawn that in the countries of Central and Eastern
Europe SEZs are successfully used both as a tool of investment and industrial policy, and through the mechanisms of
functioning of SEZs, the interests of private investors and national goals of economic development of the countries
are actually merged. The formation of SEZs in Central and Eastern European countries is aimed at industrial devel-
opment, in particular export production, involvement of advanced technologies and domestic R&D, development of
innovative potential of the countries, employment generation, etc. SEZs in Poland serves as an effective tool for the
investment policy and are actually part of a competitive package of measures that are used to attract foreign inves-
tors along with other forms of promotion of foreign investment. In the history of economic development of SEZs,
especially in Central and Eastern Europe, a wealth of experience has been accumulated in attracting foreign invest-
ment, and its analysis and use can be useful in justifying the methods and organization of state investment policy in
transition countries, including Ukraine.

Keywords: Special Economic Zones (SEZs), foreign investments, investment incentives, impact of foreign
capital on the economy, economic development, Poland, countries of Central and Eastern Europe.

Anotaunis. CrienianbHi eKOHOMIYHI 30HH (CE3) IIMPOKO BUKOPHCTOBYIOTLCS Y O1TBIIOCTI KpalH 10 pO3BHBA-
I0TbCs, Ta y 0ararh0X pO3BUHYTUX KpaiHax. ¥ KpalHaX 1[0 PO3BUBAOTECSA, Ta KpaiHax 3 NepexiHOI0 eKOHOMIKOIO
CE3 MOXyTh BHCTYIIAaTH IHCTPYMEHTOM 1HBECTHIIHHOI ITOJITHKH KPaiH, CBOTO POAY KaTalli3aTOpOM IPHUILIUBY iHO-
3eMHHX IHBECTHIIN y PETiOH, a TAKOX IHCTPYMEHTOM IPOMUCIIOBOI MOJITHKH, IO CIIPHSIE PO3BUTKY IIEPEIOBUX
rayry3eil IpOMHUCIIOBOCTI 32 JIOMIOMOTOI0 (DiCKaJbHHUX Ta PETYISTOPHUX CTUMYJIB, IHPPACTPYKTYPHOI MiITPUMKH
TOIIO. 32 OCHOBHY METY y JIaHOMY JTOCITI/DKEHHI aBTOp CTaBHTh aHai3 MexaHi3MiB Jii CE3 Ta iX posi y ekoHOMiY-
HOMY PO3BHTKY KpaiH HeHTpanLHo'i Ta Cxignoi €sponn (LICE) Ha anKnaai [Mombmii. Y cTaTTi TakoXK 3HaUHA yBara
NPULISETHCS MOMTHI KPAiHK B raly3i perymoBaHHs I ANPUEMHUIBKOT AisnbHOCTI B pamkax CE3, nHaninenoi na
MO€THAHHS IHTEPECiB 1HO3EMHUX IHBECTOPIB 3 MPIOPUTETHUMH LIJISIMA YPSZIOBHX TPOrpam HAIlIOHAJIBHOTO PO3-
BUTKY KpaiHu. 3pilicHeHo anami3 possutky CE3 y Ionbii 3a [BajlsTHPIYHAI IICPION, & TAKOXK aHAIN3 IepiKaB-
HUX PETrySITOPHUX MeXaHi3MiB o0 crBopeHHss CE3 Ta 3amydeHHs iHO3eMHUX iHBECTHININA. Y CTATTi JOBOANUTHCS,
mo CE3 y kpainax [IBE BUKOPHCTOBYIOTHCS SIK IHCTPYMEHT 1HBECTHIIIHHOI Ta MPOMHCIOBOT MOMITHKH. Haloimbm
YCIIIIHA IMITJIEMEHTAL[iS] JAHOTO IHCTPYMEHTY KOHCTATyeThes y [1ombIi, 110 MiATBEpIKYETHCS SIKICHUME Ta Kilb-
KICHUMH XapaKTepPUCTUKaMK €KOHOMIYHHX pe3yibraTiB yotupHaauatu CE3 Ha teputopii naHoi kpainu. [Ipoanasni-
3yBAaBIIIH OCOOIUBOCTI EKOHOMIYHOT HisTbHOCTI B pamkax CE3 Ta ix pe3yibrary, 1o BiioOpakatoThCs Ha HAIPSIMKY
Ta PiBHI MPOMHCIOBOTO PO3BHUTKY KpaiHM, aBTOPOM CTBEPKYETHCS, IO MaHWH MEXaHi3M 3alydeHHsS 1HO3EeMHUX
IHBECTHIIIH € JIIEBUM Ta CIPUSIE aKTHBI3aIli] MPOIIECIB KalliTaIOyTBOPEHHS B KpaiHaX, CTBOPCHHIO HOBUX pPOOOYHX
MICIIb, 3aTy9EHHIO Ta PO3BUTKY IEPEIOBUX TeXHOMOTIH. Lle, B CBOIO 4epry, BIUIMBA€E Ha PiBEHb PO3BUTKY IPOMHUC-
JIOBOTO CEKTOpY KpaiHu Ta ioro ctpykrypy. Ha Teputopii CE3 y kpainax LIBE akTuBHO pO3BHBAIOTHCS TaKi raiysi
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MIPOMHCIIOBOCTI K MalIMHOOYIYyBaHHS, 30KpeMa aBTOMOOUICOY/yBaHHS Ta aepOKOCMIUHHUI CEKTOp, EIEKTPOHIKa
Ta eNIEKTPOTEXHIKa, XIMiUYHA Ta XapuoBa MPOMHCIOBOCTI, cektop [T, HaykoBo-TeXHOJOTIYHA 0a3a Ta MPOBEICHHS
Bnacaux HJJIKP. Jlocsin ¢ynkumionyBanus CE3 y kpainax [IBE moxe OyTe BUKOPUCTaHUI Ul IPOMHCIOBOTO

PO3BUTKY YKpaiHU y HOBOEHHI POKH.

Kurouosi cioBa: Cnenianpai ekoHomiudi 3ouu (CE3), iHO3eMHI iHBECTHIII], IHBECTHIIIMHI MiJIbIH, BIUIHB
1HO3EMHOTO KaIliTaly Ha EKOHOMIKY, EKOHOMIYHHIA PO3BUTOK, [Tombina, kpainu LlenTpansHoi Ta CximHoi €Bpormny.

Problem statement. In the current context of glo-
balization processes, deepening international divi-
sion of labor, specialization and cooperation between
countries, and intensified competition in international
markets, the creation and operation of special eco-
nomic zones (SEZs) is becoming particularly rel-
evant. According to the latest data, 88.6% of SEZs
are located in developing countries [22]. As practice
shows, SEZs are an instrument of investment and
industrial policy in these countries.

The goals of creating a SEZs are determined in
accordance with the specific features, competitive
advantages and development priorities of a given
country or a particular region. The economic, legal,
social and political conditions are also taken into
account when establishing a SEZs. The experience of
establishing and operating SEZs shows that develop-
ing countries and countries with economies in transi-
tion are trying to implement industrial development
programs, give impetus to the development of cer-
tain industries or regions of the country, reach a new
level of industrial development, and improve social
and economic conditions using the SEZs mechanisms
and attracting a foreign capital. The governments of
developing countries and countries with economies
in transition are trying to combine the interests of
multinational enterprises (MNEs) and foreign inves-
tors with national priorities of economic development
programs through the SEZs mechanism by using the
principle of "benefits to foreign investors — require-
ments for foreign investors — economic effect for the
development of a given country”.

According to the UNCTAD definition, special
economic zones are geographically limited areas
within which governments promote industrial activ-
ity through fiscal and regulatory incentives and
infrastructure support [22, p. 128]. Such zones have
a special legal and economic status, which cre-
ates incentives to attract investment by providing a
number of benefits. In most cases, SEZs provide tax
incentives, exemptions (or significant reductions in
tariffs) from export and import duties and other cus-
toms duties, preferential terms for the purchase or

lease of land, a simplified regime for obtaining per-
mits, licenses and other administrative procedures,
and the construction of basic infrastructure for the
development of the business environment. In 2022,
there are 7,000 SEZs operating in 145 countries (the
number of jobs created reaches 100 million), and
about 474 more SEZs are under development (com-
pared to 3,000 SEZs in the world in 2002, located
in 116 countries) (Table 1). According to 2020 data,
4,772 SEZs are located in developing countries, and
237 are in transition economies.

The variety of SEZs types in the world is very sig-
nificant. However, the main differences in the func-
tional purpose of SEZs can be observed in groups of
countries with different levels of economic develop-
ment. In developed countries, the most widespread
are SEZs aimed at simplifying trade logistics. In
developing countries and countries with econo-
mies in transition, SEZs are being used as a tool for
investment and industrial policy, and SEZs are actu-
ally combining the interests of private investors and
national economic development goals. The SEZs in
these countries are aimed at industrial development,
in particular, the development of export production,
the attraction of advanced technologies or in-house
R&D, the development of innovation potential, job
creation, etc. In developing countries, SEZs are
an effective tool of investment policy and part of a
competitive package of measures provided by these
countries to attract foreign investors along with other
forms of foreign investment incentives.

Analysis of recent research and publications.
Over the years, a number of scholars have studied
the mechanisms of functioning of SEZs in terms of
their impact on the economy of the host countries;
they have analyzed a number of positive and negative
effects of transnationalization and the impact of for-
eign capital flowing into countries from international
investors, which had various impacts on the economy
of the country, in particular, developing countries and
countries with economies in transition. Among the
main thematic areas of study and foreign scholars are
the following:

Table 1 — Dynamics of SEZ creation in the world

Number of Number of countries
Year Number of SEZ countries with SEZs Year Number of SEZ with SEZs
1975 79 29 2008 3,500 135
1986 176 47 2014 4,300 147
1995 500 73 2018 5,400 147
2002 3,000 116 2022 7,000 145

Source: compiled by the author according t: [22; 23]
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1) The mechanisms of functioning of SEZs, their
regulatory instruments and the impact of SEZs on the
economic development of the host countries were
covered in the works of Aggarwal A. [1], Cotula L.,
Mouan L. [5], Zeng D.Z. [28], Yusuf S. [27, Kuzni-
etsova N. [13], etc.; 2) The role of foreign capital, in
particular FDI coming through the SEZ channels, in
the formation of gross national product, the impact of
FDI on economic growth is analyzed in the works of
Rogach O. [21], Kuznietsova N. [13], Carkovic M.,
Levine R. [4], Mahembe E. [15], Gestrin M. [9];
Prasad E., Rajan R., Subramanian K. [20], etc.;
3) The impact of foreign capital on the level of tech-
nological and innovative development, the impact
on the development of human capital assets in the
country of investment, as well as on the development
of competitiveness of its economy and export indus-
tries are studied in the works of Borensztein E.J.,
De Gregorio J., Lee J. [3], Pelinescu E., Radulescu
[16], etc.; 4) The mechanisms of SEZs functioning
and the impact of foreign capital on the countries of
Central and Eastern Europe are individually covered
in the researches of Humanicki M., Makowski K.
[11], Nikoloski K., Miceski T., Paceskoski V. [14];
Glinther J., Kristalova M. [10], etc.; 5) Statistical
and analytical data on the functioning of SEZs in the
countries of Central and Eastern Europe are avail-
able in reports and databases of UNCTAD, World
Bank, EIB, as well as in the databases of Polish
Investment & Trade Agency.

At the same time, numerous aspects of the
impact of the SEZs on the development of the
economies of the Central and Eastern European
countries in terms of implementing their experi-
ence for the economies of developing countries
remain open.

The purpose of the article is to identify mecha-
nisms of SEZs functioning and their role in the eco-
nomic development of the countries of Central and
Eastern Europe (based on the examples of Poland).
The article also draws considerable attention to the
study of the policies of the government of Poland
with regard to the regulation of business activities
within SEZs aimed at combining the interests of for-
eign investors with the priority goals of governmental
programs of national development.

Summary of the main research material. In
the 1990s, when the countries of Central and East-
ern Europe were transitioning from a planned to
a market economy, the creation of SEZs and FDI
inflows played an important role in the economic
development of the countries and their integra-
tion into the global economy. The creation of
SEZs and the FDI attracted through their mecha-
nism of operation acted as a catalyst for economic
growth, restructuring, and modernization of their
economies. After the collapse of socialism, foreign
investors, mostly from Western Europe and other
high-income countries, found it attractive to set
up subsidiaries or buy production plants in CEE
countries. In 1995, the transition period of the CEE
countries was practically over. One of the main fac-
tors in the transition was, in particular, the massive
privatization process, where foreign capital played
a vital role. Later, as the number of these transac-
tions decreased, foreign investment took on other
forms. FDI was a means of integrating these coun-
tries into the EU and Western markets. Among the
countries of Central and Eastern Europe, a perma-
nent group of countries has emerged that receives
the largest annual FDI inflows: Poland, Hungary
and the Czech Republic (Table 2).

Table 2 — FDI inflows to CEE countries in 2005-2021 (in million dollars)

Year Poland Hungary Slovakia Slovenia Czech Republic
2005 7,724 6,699 1,908 496 10,991
2006 19,603 6,818 4,693 644 5,463
2007 23,561 3,951 3,581 1,514 10,444
2008 14,839 6,325 4,687 1,947 6,451
2009 12,932 2,048 -6 -476 2,927
2010 8,858 2,274 526 105 6,141
2011 15,139 4,698 2,143 1,087 2,318
2012 12,424 14,409 2,982 339 7,984
2013 2,734 3,402 -604 -151 3,639
2014 14,269 7,807 -512 1,050 5,492
2015 15,271 -14,751 106 1,675 465
2016 15,690 -5,439 806 1,246 9,815
2017 9,172 3,515 4,017 898 9,552
2018 15,996 6,460 1,675 1,384 11,010
2019 13,510 4,328 2,511 1,463 10,108
2020 13,831 6,800 -1,931 206 9,441
2021 24,816 5,459 59 1,517 5,806

Source: compiled by the author on the basis of UNCTAD reports [23]
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The share of FDI in gross capital formation in
CEE countries is estimated at 11.5% in the period
2010-2020. For comparison, this indicator for the
corresponding period in the group of developed
countries is 8.8%, in the group of developing coun-
tries — 7.5%, and in the world average — 8.1%. Given
that the largest share of FDI in gross domestic capi-
tal formation and the highest growth of this indicator
i1s in CEE countries, we can conclude that external
sources of financing, namely direct investment, are
important and have a significant impact on both the
capital formation processes of their economies and
economic growth. This is most common in countries
such as Hungary, the Czech Republic, and Poland. In
the period under review, the Czech Republic, Hun-
gary, Poland, and Slovakia were characterized by
significant foreign investment in the industrial sec-
tor, particularly in the production of automobiles.
For example, the share of the manufacturing sector in
total FDI inflows is 36.2% in Poland, 66.7% in Hun-
gary, and 27.1% in the Czech Republic. A significant
share of direct investment is directed to manufactur-
ing in all Central and Eastern European countries
(over 26% of total FDI inflows). The largest share of
foreign investment falls on industries that generate
high added value [26].

Poland is one of the leaders among Central and
Eastern European countries in attracting foreign direct
investment and creating SEZs. In 2021, FDI inflows
to the country amounted to USD 24.8 billion, and in
the previous 2019-2020, it was USD 13.2 and USD
13.9 billion, respectively (Table 2). Total accumu-
lated FDI in the country amounted to USD 236.5 bil-
lion in 2020. The main investors are companies from
Germany, the United States, France, and the Nether-
lands, whose investments are mainly in manufactur-
ing, financial, insurance, and trade sectors. The Pol-
ish Information and Foreign Investment Agency was
established to actively attract investment in Poland's
economy and provide assistance to foreign investors.
Poland offers a number of advantages and benefits to
foreign investors, including the opportunity to imple-
ment projects within the framework of SEZs.

At the present stage, CEE countries have a com-
prehensive investment mechanism and macroeco-
nomic conditions for foreign investors to operate in
their countries. According to the governmental insti-
tutions for promoting foreign investment in CEE
countries, we can outline the following main factors
of attractiveness of their economies, which are com-
mon to each of the CEE countries: favorable strategic
location in the center of Europe (a number of Euro-
pean corridors pass through these countries, making
them important logistics hubs); developed infrastruc-
ture (road, rail and energy); skilled and affordable
labor force (high level of education among the popu-
lation and good qualifications, as well as relatively
low labor costs compared to Western European coun-

tries); security and political stability guaranteed by
EU membership; open, export-oriented economy;
focus on research and development, technologiza-
tion; various investment incentives (preferential taxa-
tion of R&D, exemption from real estate tax, govern-
ment grants, etc.) [7].

One of the channels of FDI inflows to CEE coun-
tries is through SEZs. It is worth noting that since
the late 1990s, the EU has banned most SEZs in the
region, given that they offered unequal rules for busi-
nesses, different levels of state aid, particularly to
industrial enterprises, and violated the conditions of
equal competition. But, as an exception, certain types
of SEZs continued to operate. These exceptions, for
example, concerned export processing zones (EPZs).
These are small zones with preferential customs treat-
ment that were created to stimulate production and
trade (ports, airports and other border areas). In addi-
tion, so-called "Economic Revitalization Projects"
were authorized, which provided tax breaks for prob-
lem areas. As for the countries of Central and Eastern
Europe, they were allowed to consolidate their exist-
ing SEZs (which were in place at the time of their
accession to the EU).

When the transition period of the CEE countries
was practically completed in 1995, a permanent
group of countries receiving the largest FDI flows
was formed, with Poland leading the way. To a large
extent, this was due to the process of launching the
first Special Economic Zones in the country, which are
regulated by the Law "On Special Economic Zones"
of October 20, 1994. SEZs are parts of Poland's ter-
ritory designated by the government where inves-
tors are granted tax benefits (partial exemption from
income tax and, in some areas, real estate tax) and
state financial support. Poland is the CEE country
with the most developed legal framework for creating
SEZs, customs regimes, incentives, etc. The purpose
of the SEZs was to accelerate the economic deve-
lopment of certain parts of the country by develop-
ing specific areas of economic activity, increasing
exports, improving the competitiveness of goods and
services produced, and developing existing industrial
assets and economic infrastructure. One of the main
tasks was to attract foreign capital. Currently, there
are 14 such zones in the country. In 2004, the total
area of the SEZ was 6.5 thousand hectares, and ten
years later it almost tripled to 15.8 thousand hectares.
Poland is by far the most successful example of spe-
cial economic zones in the CEE region, as well as
internationally, which is particularly evidenced by
the high ranking of three Polish SEZs — Katowice,
Pomeranian and £.6dZ — in the Global Top 50 SEZs in
the World in 2022 — third, seventh and eighth place,
respectively [8].

High activity was observed on the part of both
Polish companies and foreign investors when the
first special economic zone, Euro-Park Mielec, was
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established in 1995, and was driven by both eco-
nomic growth in the area and the positive experience
of entrepreneurs and investors. For example, today
Mielec SEZ is a leader in terms of the number of
aerospace projects, with companies such as Sikorsky
and Hamilton Sundstrand among its investors. The
success of the aforementioned SEZ was the impetus
for further development of this vector, so by the end
of the 20th century, a total of 14 special economic
zones were created in Poland, including: Kamienna
Gora, Katowice, Kostrzyn-Stubice, Krakow, Leg-
nica, 1L.6dz, Mielec, Pomeranian, Stupsk, Staracho-
wice, Suwatki, Tarnobrzeg (Euro-Park Wistosan),
Walbrzych (Invest-Park) and Warmian—Masurian.
The leading investors in the SEZ include the follow-
ing companies: General Motors, Volkswagen, Toy-
ota, Opel, Michelin, Shell, UBS, Ericsson, Fujitsu,
Indesit, IBM, IKEA, Electrolux, Gillette, LG. [25].

The Polish Information and Foreign Investment
Agency provides the necessary information for inves-
tors to actively attract foreign capital into the coun-
try's economy, and highlights the main advantages of
investing in Poland's SEZs, including: strategic loca-
tion in the heart of Europe and a large market; innova-
tion and great prospects for growth; good education of
the population (about 92% have secondary education),
skills of local workers and wages; economic stability,
even during the global financial crises; tax benefits
in the zones and financial incentives and government
grants; income tax exemption; business opportunities
due to rapid modernization of infrastructure, including
road and rail transport, as well as energy infrastructure;
sectoral diversification; EU membership as a guarantee
of political stability [18; 24].

In Poland, investors in SEZs can enjoy govern-
ment support in the form of income tax exemptions,
deductions from the income tax base for investment
and employment-related expenses, and companies
in some SEZs are also exempt from real estate tax.
According to Polish investment law, the country
has equal conditions for both domestic and foreign
investors. Foreign investors are granted free access
to domestic Polish markets, allowed to participate
in the privatization process, and great importance is
attached to the protection of investments and property
rights. Let us consider the benefits granted to foreign
enterprises on the example of the Legnica SEZ, where
they are entitled to a reduction in income tax: up to
40% of investment costs (or two-year labor costs) —
for large enterprises; up to 50% of investment costs
(or two-year labor costs) — for medium-sized enter-
prises; up to 60% of investment costs (or two years
of labor costs) — for small enterprises. An investor
chooses one of the grounds for receiving a tax benefit.
In order to receive financial assistance from the state
and conduct business in a free economic zone, such
as the Legnica SEZ, a foreign investor must: obtain
a special permit; engage only in the type of activity
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specified in the permit; preserve and create new jobs;
economic activity must be carried out in the territory
of the SEZ for at least 5 years for large enterprises
and 3 years for small and medium-sized enterprises;
the minimum amount of capital investment must
be 100 thousand euros; the investor's share of the
costs associated with the investment, which was not
received as state aid, must be at least 25% of the total
investment; the ownership of the property that is the
subject of the investment cannot be changed within a
S-year period for large enterprises and a 3-year period
for small and medium-sized enterprises [25].

It is worth noting that the initial plan was to operate
SEZs in Poland for 20 years, as this practice is usually
applied only at a certain stage of economic develop-
ment. However, in 2014, the Ministry of Economy of
Poland decided to extend the operation of special eco-
nomic zones until 2026, arguing that SEZs have proven
to be an effective tool for attracting investment, includ-
ing foreign investment, creating new jobs, increasing
local budget revenues, stimulating economic activity
of local authorities, facilitating the inflow of innovative
technologies, initiating the creation of new enterprises,
diversifying industry, etc. [6].

The high efficiency of the above-mentioned SEZs
has led to the following results since their launch:
creation of over 445 thousand jobs (most of them in
Katowice and £.6dz); over PLN 150 billion of invest-
ments in various industries, among which the leading
ones are automotive — about 65% of investments (in
particular, in Katowice and Legnica SEZs), devel-
opment of metallurgy, construction and glass indus-
tries — about 17% in total (Krakow, £.o6dz, Pomera-
nian), as well as food industry (Suwatki). The total
capital expenditures of companies operating in the
14 SEZs amount to about PLN 193 billion, with Gen-
eral Motors, Toyota, Opel, Mercedes-Benz, Volkswa-
gen, Fujitsu, Man Trucks, Shell, Whirlpool, PepsiCo,
H&M, Ericsson, Electrolux, Royal Canin, and oth-
ers being the leading investors [17; 25]. Thus, taking
into account the above achievements of the SEZs in
Poland, we can conclude that SEZs play a positive
role in the country's economic development. Since
economic development in the general sense is associ-
ated with an increase in national production of goods
and services, the nature of this impact of SEZs can
be seen in the comparison of the increase in foreign
direct investment and GDP growth. Since 2001, we
can observe a clear effect of foreign investment, in
particular in SEZs, on Poland's economic develop-
ment and the development of its advanced industries,
which now represent the country in the system of
international production and international commod-
ity markets (Table 3).

The Mielec SEZ, the first SEZ in Poland, was
established in 1995 and specializes in manufacturing
in the aviation, automotive, metalworking (Rzeszow,
Mielec, Swidnik), plastics (Debica) and food (Lub-
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Table 3 — Special Economic Zones of Poland

Q-ty of Area, thousand
Name of the SEZ Type of SEZ Areas of specialization hectares/ number
sub-zone
of workplaces
Mielec aviation, automotive,
Euro-Park Mielec Diversified metalworking, plastics and 28 1,495 /36,500
1995, the first SEZ in Poland food processing industries
Katowice Diversified automotive, steel, glass,
3rd place in the Global SEZ . woodworking, food processing 27 2,750 /90,000
. Automotive cluster .
Ranking, 2022 and construction
Pomeranian Diversified Science electronics, metalworking,
7th place in the Global SEZ and technology parks mechanical engineering 18 0.824 /18,000
Ranking, 2022 gy P chemicals and poultry furniture
electronics, metalworking,
Lodz Diversified (The and aluminum industries,
8th place in the Global SEZ |National Innovation | household appliances, food 44 1.339 /75,000
Ranking, 2022 Center) industry, plastics processing,
cosmetics and pharmaceuticals
Automotive industry,
Kamenogorsk Diversified metalworking, manufacture of | 4 800 /9,000
rubber and plastic products,
paper products, cosmetics
automotive industry,
electronics, metalworking,
Kostshynsko-Slubitskaya Diversified wood processing, manufacture 32 1.454 /36,000
of paper products, furniture,
household appliances
Industry 4.0, food industry,
. Specialized Krakéw | metal products, production
Krakow Technopark of elements and parts for the 32 0.558 /40,000
transportation industry
Legnica Diversified automotive and metallurgical 1 1,361 /17,000
industries
plastics processing,
Stupska Diversified woodworking, food, 18 2,049 /5,500
metalworking, automotive,
construction, logistics
metallurgical, machine-
Starachowice Diversified building industries, energy, 13 665 /10,000
construction materials,
fertilizers, and chemicals.
Suwalska Diversified Production of wood, furniture, | g 635 /18,000
metal, equipment and plastics.
metallurgy, automotive,
%ﬁgg;i“ka Euro-Park Diversified mechanical engineering, 22 1,743 /27,000
furniture, food industry
Walbrzych Invest Park Diversified Automotive, electronics 44 3,502/ 65,000
Warmian and Masurian Diversified prodpctmn of pagkagmg, 30 1,057/ -
furniture, doors, tires, etc.

Source: compiled by the author based on [17; 25]

lin) industries, as well as the development of modern
business services and the IT sector (Rzeszow, Lub-
lin). The Aviation Valley National Cluster is located
in the territory of this SEZ, which is aimed at devel-
oping one of the most technologically sophisticated
industries in the world, the aviation industry. The pro-
duction of the Black Hawk helicopter was launched
in the Mielec SEZ and other aviation companies were
acquired, such as MTU Aero Engines, Goodrich Aero-

space, Hamilton Sundstrand, Gardner Aerospace, and
a number of others. The Mielec SEZ has the high-
est level of state aid in the EU (50%) and the longest
validity period of the support decision (15 years). The
companies' investments amounted to PLN 11.8 bil-
lion (USD 2.83 billion) and more than 36.5 thousand
jobs were created. In addition to aviation, the lead-
ing industry sectors include automotive, electronics,
woodworking, food processing, and plastics [17].
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The aerospace sector is the leader in terms of
foreign direct investment, with total FDI amount-
ing to €1.49 billion. Polish aviation has a history of
over 100 years of experience, and after a period of
transformation in the country, increased international
cooperation and FDI in particular have contributed to
the further development of the industry. Currently, the
Polish aerospace industry has a rich export offer of
advanced aviation products. The dominant role in the
Polish aviation sector is played by the world's largest
companies in the industry. For example, in Swidnik
and Mielec, helicopters are manufactured by such
American companies as Sikorsky and Lockheed Mar-
tin. Poland is also the third largest production cen-
ter of UTC Aerospace Systems (USA) in the world.
Many companies have also set up their research and
development centers in Poland. One example is the
GE Aircraft Engines Engineering and Design Center
(USA), which employs more than 1,800 highly quali-
fied engineers. Two recent major investments in the
aviation sector are the maintenance, repair, and oper-
ation centers of the Luthansa Technik consortium
with Germany's MTU Aeroengines (EME Aero) and
the US GE Aviation (Xeos) [2].

The most successful Polish SEZ is Katowice,
located in the south of Poland. The SEZ has direct
connections to Germany, Ukraine and the Czech
Republic, making it an automotive cluster. During the
existence of the SEZ, about 90 thousand jobs have
been created here, and companies' capital expen-
ditures amounted to PLN 44 billion (USD 10.5 bil-
lion). It is a large educational and research center,
as more than 100 thousand students study here. The
Katowice SEZ was recognized as the best zone in
the world in 2019 according to the Financial Times
rating due to the record number of business support
decisions issued. The main industrial sectors are auto-
motive, steel, glass, woodworking, food processing,
and construction, and the leading companies in the
zone include: Opel (Germany); Fiat; FCA Powertrain
(Italy); Johnson Matthey (UK); Electrolux (Sweden);
Isuzu Motors (Japan) [12].

The Pomerania SEZ, located in the north of
Poland, is situated on the territory of and has two sea-
ports — Gdansk and Gdynia, and supports the devel-
opment of shipbuilding and maritime industry, as well
as logistics and transportation. It is a major industrial
and transportation hub that brings together the largest
companies in the region. The zone is home to science
and technology parks and centers: Gdansk Science and
Technology Park, which is a place to support innova-
tive entrepreneurship and startups; Industrial Robot
Programming Center, a training center for Industry
4.0; Space4Makers, a creative space for innovators,
DIY enthusiasts, startups and other companies; Mola-
note Laboratories, a center of modern research labo-
ratories used for various types of research related to
the industry profile of the Molanote Association in the
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field of energy-efficient construction and renewable
energy sources.The main industries in the Pomerania
SEZ are electronics, metalworking, machine build-
ing, chemical industry, and furniture production. The
total investment amounted to PLN 15.5 billion (USD
3.8 billion), and about 18 thousand jobs were cre-
ated. The largest investors in this SEZ are companies:
Bridgestone Stargard (Japan), Flextronics (Sweden),
Eaton Automotive Components (Ireland), Solvay
(Belgium), Mondi (Netherlands), etc. [19].

The Lodz SEZ was recognized as the best eco-
nomic zone for small and medium-sized businesses
in the world. The total investment of the companies
amounted to PLN 23 billion (USD 5.6 billion) and
75 thousand jobs were created. A national innovation
center is being built in the zone. The advantage of the
zone is a wide range of business support: The SEZ
offers support to manufacturing companies, modern
business services, and will support the development
of'the R&D and IT sectors. The zone has two interna-
tional airports (Warsaw and £.6dZ) and an extensive
network of freight railways, including the Poland-
China (L6dz-Chengdu) railway connection, which
gives the £6dz SEZ a huge logistics potential. The
leading industries are household appliances, food
processing, plastics processing, cosmetics and phar-
maceuticals, with the following companies present:
Whirlpool (Italy, USA); Fujitsu Technology Solu-
tions (Japan); Ericsson (Sweden); Gillette (Luxem-
bourg) [17; 25].

Despite the success of the zones, their shortcom-
ings have also become apparent. By their nature,
SEZs discriminated against companies located out-
side the zones. Since the criterion for obtaining a SEZ
was the size of the investment, most investment proj-
ects of domestic small and medium-sized enterprises
were exempt from taxation. In addition, neighboring
countries (Czech Republic, Hungary, and Slovakia)
have offered income tax exemptions for investors
regardless of their location. Thus, the system of zones
risked putting Poland at a disadvantage both as a des-
tination for FDI and as a place for domestic invest-
ment by SMEs [25]. Given these trends, the Pol-
ish Investment Zone (PIZ) was introduced in 2017,
which gave impetus to the creation of an instrument
that took the form of a new Investment Support Act.
Adopted by the Polish Sejm in May 2018, this new
regulation has actually half met the expectations of
entrepreneurs, and today it is not the geographical
factor but the added value for the local and national
economy that determines the activities in special eco-
nomic zones. There are several differences between
P1Zs and SEZs: in the first case, investment projects
can be located anywhere in Poland, while SEZs are
limited to the territory of the respective zones. In
addition, the assessment criteria for granting income
tax exemption differ: for SEZs, these are quantita-
tive criteria limited to capital expenditures and newly
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created jobs (the official requirement is that expen-
ditures must exceed EUR 100 thousand). Within the
framework of FDI, it is necessary to meet quantitative
(capital expenditures) and qualitative criteria (e.g.,
research and development activities, creation of high-
paying jobs, investment in people) [17].

In general, the analysis of the investment and
industrial policies of Central and Eastern European
countries regarding the introduction of special eco-
nomic zones as a tool for attracting foreign direct
investment and promoting economic development
shows that Poland skillfully used this mechanism
to stimulate FDI during the economic reforms of
the 1990s and consolidated it in the country's cur-
rent economic policy. For example, a well-estab-
lished legal framework and the services of the Polish
Investment & Trade Agency regulate the process of
providing fiscal and other incentives to foreign inves-
tors depending on the SEZ in which they locate their
business.

Conclusions. Having considered the specifics of
the special economic zones in Poland and their main
results, reflected in the overall industrial development
of the countries, we can conclude that this mechanism
of attracting foreign investment is effective, as it pro-
motes the creation of new jobs, international move-
ment of technologies, which in turn improves the
level of industrial production, and directly affects the
structure and development of the industrial sector of

the host country. Thanks to the functioning of SEZs
in CEE countries, such industries as mechanical engi-
neering, including automotive, electronics and elec-
trical engineering, telecommunications, transporta-
tion, construction, food processing, and the IT sector
are actively developing.

Special economic zones can have a positive impact
on the functioning of the economies of recipient coun-
tries through the inflow of foreign investment, includ-
ing FDI. They play an important role in the country's
economic development by boosting capital formation,
transferring technology and scientific knowledge,
increasing labor productivity and social standards in
the domestic market. National firms learn from the
experience in production, management, and market-
ing of foreign MNE branches. Increased competition
is forcing national firms to make more efficient use of
resources and advanced, productive technologies that
enable them to generate additional profits. The impor-
tant role of SEZs and FDI as catalysts for economic
growth is confirmed by the experience of a number of
countries that have recently demonstrated high posi-
tive dynamics of their economic indicators and signif-
icant structural transformation in the modern course
of their economies. A striking example in this case is
the countries of Central and Eastern Europe — Poland,
Hungary, the Czech Republic, as well as countries
such as China, India, Brazil, Mexico, Singapore, Tai-
wan, South Korea, etc. Summarizing the global expe-

Table 4 — Impact of SEZs on the economy of the country of location

Positive impact of SEZs on the economy
of the host country

Negative impact of SEZs on the economy
of the host country

Attracting additional investment; FDI contributes to the
accumulation of fixed capital, increases the investment
potential of the economy and thereby contributes to GDP
growth

The overall socio-economic development of a particular
region is not achieved immediately, but over several years.
Tax incentives within SEZs, especially in the early years,
reduce budget revenues

Foreign investors contribute to the transfer of production
factors from less efficient sectors of the economy to
more profitable and efficient ones, which may affect the
change in the structure of the economy of the country of
investment

Subsequently, the repatriation of foreign investors' profits
from the host country may exceed the volume of capital
inflows, which causes a negative impact on the economic
development of the country or its regions

In countries that receive FDI, there may be an import
substitution effect due to the organization of domestic
production and an export expansion effect due to the
orientation of production to the foreign market

There may be displacement of a national producer that
is not a participant of the SEZ and cannot compete with
the participants of the zones due to unequal conditions
of operation (loss of competitiveness compared to the
enterprises of the MNE); reduction of jobs at these
enterprises

MNEs transfer new technologies to the host country,
stimulate the technical and technological development of
this country and contribute to the development of human
capital and, as a result, increase labor productivity

Decrease in employment in certain national sectors of the
economy due to the redistribution of labor to transnational
more profitable sectors, as well as negative (e.g., in the
raw materials sector) changes in the structure of the
country's economy

Creating favorable conditions for doing business, reducing
the payback period of capital investments within the SEZ,
developing infrastructure, improving the socio-economic
living standards of the population in the region and the
average living standard in the country

Foreign investors may transfer outdated technologies to
the host country, as well as invest in obsolete industries.
The engineering and transportation infrastructure does not
always meet international standards

Source: compiled by the author
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rience of SEZs, we can identify various aspects of the
impact of their mechanisms on the development of
the host country (Table 4).

In the history of economic development of SEZs,
especially in Central and Eastern Europe, a wealth of
experience has been accumulated in attracting foreign
investment, and its analysis and use can be useful in
justifying the methods and organization of state invest-
ment policy in transition countries, including Ukraine.
The problem of attracting foreign investment into the

Ukrainian economy has existed for many years and
continues to be relevant to this day. The practical sig-
nificance of the problem of studying the impact of the
foreign sector on the most important macroeconomic
indicators of the country and justifying an effective
state investment policy that will significantly increase
the return on foreign investment and its contribution
to the country's GDP growth, improve the quality of
investment management, and create additional eco-
nomic incentives for entrepreneurship is increasing.
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