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Purpose: The article aims to provide readers with insight into the economic benefits stemming
from the existence of SEZ and to indicate how these zones impact regional development.
Through the analysis of these aspects, the article aims to highlight the significance and potential
of SEZs as a tool supporting economic and regional development. The primary accomplishment
of this paper lies in demonstrating how special economic zones can serve as zones for the
establishment of clusters.

Design/methodology/approach: Analysis of the economic benefits arising from the presence
of SEZs.

Findings: The main objective of this article is to examine and present the benefits arising from
the existence of SEZs, as well as to analyze the effects that SEZs have on regional development
in emerging countries, including Poland. The article also shows the specificity of cooperation
within clusters in the particular economic zones in Poland. The paper focuses on identifying the
positive aspects associated with the functioning of SEZs and analyzing the impact of these
zones on a specific region. Paper includes examples of specific regions/ territories that have
benefited from the existence of SEZs and have achieved successes in terms of economic and
regional development. The research hypothesis postulates that SEZs play a constructive role in
advancing regional development, specifically by facilitating increased foreign investments and
reducing unemployment.

Originality/value: The presented cases can serve as case studies that illustrate the real effects
of SEZs in specific areas. The primary achievement of this paper is in illustrating the role of
SEZs as core facilitators for the formation of clusters.

Keywords: special economic zones (SEZs), clusters, regional development, sustainable
development, FDI, Poland.
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http://dx.doi.org/10.29119/1641-3466.2023.179.13 http://managementpapers.polsl.pl/



252 K. Lukaniszyn-Domaszewska, K. Mazur-Wtodarczyk, E. Kara$

1. Introduction

Clusters and Special Economic Zones (SEZs) are both strategic economic development
initiatives that aim to foster economic growth and enhance competitiveness. The establishment
of SEZ is a lengthy, expensive and long-term oriented undertaking. The suitable selection of
Special Economic Zones is essential to achieve the goals of export-led growth and value
creation. Incorporating sustainability issues into such planning within the Zone 3.0 paradigm is
critical to achieving the Sustainable Development Goals (SDGs) by 2030. One of the key
objectives of creating special economic zones is stimulating entrepreneurship and attracting
new investors. There has been noticed a significant impact of special economic zones on socio-
economic growth included higher investment and job creation, overall regional development,
external trade, foreign direct investments (FDI) inflow, as well as aspects linked with the labour
market.

The launch of SEZs is high on the agenda of governments and policymakers to encourage
and enhance the process of industrialization, attract FDI for export-oriented manufacturing and
lay the foundation for robust economic growth. Governments have focused on developing
facilitation centers, dedicated areas and investor-friendly policies to encourage export and
encourage capital appreciation. The most successful and widespread policy is the establishment
of SEZs, which not only boost industries but also transform the industrial process to eliminate
the concept of the space economy.

There is no doubt, that the creation of SEZ is a lengthy, expensive and long-term oriented
undertaking. In fact, proper selection of SEZs is essential to achieve the goals of export-led
growth and value creation. Incorporating sustainability issues into such planning within the
Zone 3.0 paradigm is critical to achieving the Sustainable Development Goals (SDGs) by 2030.

Nonetheless, establishing SEZs is a costly and precarious undertaking that demands
meticulous planning. These zones are created to fulfill a range of policy goals. The initial
objective is to attract foreign direct investment (FDI) (Lukaniszyn-Domaszewska et al., 2023)
and boost exports through industrialization or upgrading of existing industries. A secondary
aim is to address unemployment in remote and marginalized regions (Dorozynski et al., 2016).
Another goal involves leveraging economic policies or capitalizing on bilateral economic
engagements between nations (Pakdeenurit et al., 2017). Additionally, SEZs may serve as
experimental spaces for testing specific strategies and policies (Jankowska, 2016).
Lastly, they can contribute to the enhancement of overall quality of life.

Several key factors such as location, connections, workforce, suitability of industries,
incentives and facilities, and market orientation are important in the decision-making process
to set up SEZs. In addition, environmental conditions and resource availability need to be
considered in the planning and policy making processes to maintain symmetry in the natural
environment and ecosystem of the areas considered for SEZ.
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Generally, SEZs are characterized by (1) being a physically defined region, (2) being under
a unified administration, (3) offering tax advantages, (4) streamlining procedures and customs,
and (5) having a more lenient policy and legal framework compared to the broader nation.
(Zeng, 2016). Such zones help in catapulting new technologies, catalyze economic
development by export orientation, and upgrade and optimally utilize the existing infrastructure
of a particular region (Ambroziak, Hartwell, 2018) that otherwise normally faces hindrances in
doing so (Barbieri et al., 2019).

The aim of the article is to show the essence of SEZs from the point of view sustainable
development in emerging countries, including Poland. The article also highlights the distinct
nature of collaboration within clusters within SEZs in Poland. The focus of the article is on
identifying the positive facets linked to the operations of SEZs and scrutinizing their influence
on a particular region. The paper incorporates instances of specific regions or territories that
have reaped benefits from the presence of SEZs, attaining successes in terms of both economic
and regional advancement. These presented cases can serve as illustrative case studies
showcasing the tangible effects of SEZs in distinct locales. Consequently, the article aims to
offer readers insight into the economic advantages stemming from the existence of SEZs and
to underscore how these zones contribute to regional development. By dissecting these aspects,
the article strives to underscore the importance and potential of SEZs as a tool for bolstering
both economic and regional progress. The research hypothesis asserts that SEZs have a positive
impact on regional development, particularly concerning the attraction of foreign investments
and the reduction of unemployment.

The principal achievement of this paper is in demonstrating how SEZs can function as hubs
for the establishment of clusters. The applied research approach involves examining literature
and accessible information to explore the economic advantages that emerge from the existence
of Special Economic Zones (SEZs).

2. Literature review

After World War 11, countries that had previously been under colonial rule experimented
with various models of economic growth. Some focused on import substitution, while others
adopted a pro-export approach. Particularly, the latter approach was associated with the need
to attract foreign capital and advanced technology. SEZs played a role in promoting this,
as they facilitated job creation, increased trade, and exports, as well as the attraction of foreign
investment. SEZs are defined as small geographical areas that integrate principles of a free
market to attract additional foreign investment. They are managed locally and are associated
with distinct preferential policies, including customs and administrative procedures (Crane
et al., 2018). The created favorable investment environment acts as a magnet in them,



254 K. Lukaniszyn-Domaszewska, K. Mazur-Wtodarczyk, E. Kara$

encouraging investment and settlement Chen et al., 2022). Establishing SEZs falls under
initiatives characterized as long-lasting, costly, and long-term (Ahmed et al., 2020), yet also
profitable. As a tool for fostering economic growth, SEZs are particularly appreciated in the
context of the People's Republic of China. Analyzing articles dedicated to SEZs indexed within
the Web of Science (WoS) and Scopus databases, it can be observed that texts concerning
Chinese SEZs account for nearly half of all articles dedicated to SEZs (242 records out of
520 in the WoS database and 59 out of 120 records in the Scopus database, respectively).
China is one of the prime examples of SEZ being seen as a successful venture, as well as
an important tool to attract foreign investment and stimulate economic growth (Rodrigues,
Steenhagen, 2022).

Economies' needs have evolved over time, including an increasing demand for acquiring
foreign technologies. Similarly, the objectives of SEZs have also evolved. SEZs vary in scope,
operating principles, and focus on specific areas (such as SME development, foreign trade,
economic diversification, regional growth (Naeem et al., 2020)), by their location (along the
coastline/in the interior of the country), type of investments (domestic/foreign), etc. (Joshi,
Bhatia, 2016). In 1959, there was only one SEZ in Ireland. By 1975, there were already
79 SEZs in operation, and in 2019, there were 5400 existing SEZs with 500 more in the process
of being established (Naeem et al., 2020). Establishing SEZs, especially since the early 1990s,
along with FDI (Lukaniszyn-Domaszewska et al., 2023), has been a crucial instrument for
stimulating the economic growth of emerging economies (Romyen et al., 2019). In the case of
the People's Republic of China, the introduction of SEZs enabled the transition from a centrally
planned system to a market economy (Crane et al., 2018). SEZs rely on the external context,
and alterations in this environment affect the roles these zones serve (Liu et al., 2018). Creating
SEZs can stimulate economic expansion both within and beyond the zone (Romyen et al.,
2019), including within neighboring counties (Lu, 2022).

Recently, there have been many studies on the impact of SEZs on regional development,
including sustainable development (Ambroziak, Dziemianowicz, 2021; Stojci¢ et al., 2022;
Dugiel, 2022; Ma et al., 2022; Arbolino et al., 2022; Dziemianowicz et al., 2019). Nevertheless,
despite a massive recent proliferation of SEZs, there is virtually no quantitative research on
what drives their dynamism (Frick et al., 2019).

Research conducted by Susanne A. Frick, Andrés Rodriguez-Pose and Michael D. Wong
(2019) indicate that the context of the country largely determines the performance of SEZs.
Companies are looking for cheap locations, but close to big cities. The proximity of large
markets as well as pre-existing industrialization also increase the performance of SEZs.
In contrast, incentives and other program-specific variables are highly context-dependent and
not structurally correlated with SEZ scores.
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Research on SEZ emphasizes that these zones contribute to the creation of regional
disparities - economic differences between regions with SEZs and regions without SEZs.
China is an example, with a division between the more developed eastern part of the country
and the rest of the regions, especially in the western part (Crane et al., 2018). However,
SEZs can also be used to reduce these disparities, for example, by strategically locating SEZs
related to advanced technologies, thereby shortening the period of economic development gap
between less developed and more developed areas (Wang et al., 2022).

The attributes of SEZs also encompass the aspect that they (as outlined by Vats et al., 2018):

Provide financial incentives to companies and individuals alongside improved
regulatory and administrative frameworks.

Draw in skilled individuals and rapidly expanding businesses.

Foster independence and establish an appealing environment for both living and
conducting business.

Supply necessary infrastructure and services catering to industrial, commercial, and
residential functions.

There are many types of SEZs based on their objectivity and operations. Table 1 provides
the types and details of their characteristics.

Table 1.
Types of SEZs

No. | Type of SEZ Characteristics

1. Free Trade Zones (FTZ) | FTZs duty-free fenced in designated areas providing storage,
and distribution facilities for trade, transshipment, and re-export operations.

2. Export Processing Zones | EPZs are industrial areas specializing in 1 industry or a combination

(EPZ) primarily focusing at foreign markets.
3. Comprehensive Special Comprehensive or Multifunction SEZs are large industrial amalgamations
Economic Zones (SEZs) | having industrial, service and urban-amenity operations.

4, Industrial Parks (IP) Industrial Parks are at large manufacturing or R&D based sites that work at
a smaller scale as compare to comprehensive SEZSs.

5. Enterprise specific— Provide incentives to individual enterprises regardless of where their

single factory zones location is, and they are not required to be located in any specific
geographical location.

6. Bonded areas These are secured territories, in which goods stored, manipulated, or can
undergo manufacturing operations without payment of duties. The major
difference is that a “bonded area” is subject to customs laws and regulations
whereas an FTZ is exempted.

7. High tech zones These are aimed at promoting R&D activities and advancement in
technology or industries based on science, e.g., pharmaceutical.

8. Eco-industrial zones These SEZs focus on sustainability concerning waste reduction and

or parks improving the environmental performance of companies.

Source: Ahmed et al., 2020.
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Another typology considers the division of SEZs into generations from | to V.
The first-generation SEZs placed a strong emphasis on FDI and the facilitation of exports.
Subsequent second-generation SEZs adopted a more diversified and versatile approach
spanning multiple sectors. The evolution into third-generation SEZs highlighted a dual focus
on enhancing competitiveness while also prioritizing environmental sustainability.
The fourth-generation SEZs were characterized by their incorporation of contemporary services
and a business-friendly orientation. In contrast, the fifth-generation SEZs, known as intelligent
cities built upon digital technologies, exhibit a heightened commitment to sustainable
developmental endeavors (Zeng, 2021a).

Some conducted studies point out that within SEZs, a significant amount of energy
resources is consumed and a substantial amount of CO2 is emitted (You et al., 2021). Similarly,
in this regard, the academic community seems to be divided, and within SEZs,
more environmentally-friendly solutions conducive to sustainable development are also being
implemented, including the reduction of CO2 emission (Chen et al., 2022), implementing
monitoring and control (Grant et al., 2020), or serving as incubators for green economy
(Mohiuddin et al., 2014). For example, Beata Slusarczyk and Katarzyna Grondys (2018) have
noted that in Poland, municipalities belonging to SEZ develop in line with the concept of
sustainable development (compared to municipalities outside of SEZ) in areas such as:

e Economic aspects: higher levels of entrepreneurship and lower unemployment.

e Social aspects: higher population density and population in the working age group,

lower internal migration.

e Environmental aspects: higher share of green areas, lower levels of PM2.5 and PM10

emissions (compared to the most polluted cities).

In addition to aspects related to sustainable development, SEZs are also associated with
industrial enclaves, within which the creation of innovative solutions (patents obtained) is
intensified, and their individual zones serve as nodes of knowledge connections (Li et al., 2022).

3. Research methodology

An analysis process of the economic benefits arising from the presence of SEZs is presented
below (Figure 1). It is related to the hypothesis that SEZs have a positive impact on regional
development. It particularly concerns the attraction of foreign investments and the reduction of
unemployment.
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Figure 1. Analysis process.

Source: own preparation.

4. Results

4.1. SEZs in Poland

A special economic zone is a separate, uninhabited part of the country’s territory where
business activity may be conducted under preferential conditions defined in the Act on SEZs of
20 October 1994 (Journal of Laws of 2007, no. 42, item 274; Journal of Laws of 2008,
no. 118, item 746). SEZs were created, in particular, to:

e accelerate the economic development of regions,

e manage post-industrial property and infrastructure,

e create new jobs,

e attract foreign investors to Poland.

The idea of SEZs as separate areas of a country’s territory where the law defined better
conditions for economic activity originated in Roman times (with the beginnings of free ports),
and was further developed in the Middle Ages (Hanseatic League). The duty-free zone in Puerto
Rico, established in 1951, is considered to be the first economic zone in today’s understanding
of the term (Zagun et al., 2009).

SEZs in Poland were established explicitly to enhance regional development, crafting
a series of investment incentives designed to boost investment attractiveness in particular
regions (Ambroziak, Hartwell, 2018). The analysis conducted by Adam A. Ambroziak and
Christopher A. Hartwell showed that SEZs have had a strongly positive impact upon the
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development of the least-developed regions in Poland, while in relatively richer ones the effect
was weak or even negative.

Generally, SEZs in Poland have been designed as an instrument used to support local and
regional labour markets in areas particularly shackled with problems inflicted by economic
transformation (Dziemianowicz et al., 2000; Peszat, Szlachta, 2017). With regards to this,
Polish SEZs are not very different from many other economic zones around the world (Park,
1997; Yeung et al., 2013; Zeng, 2015; Moberg, 2015; Farole, 2011; Leong, 2013; Wang, 2013).

The first SEZ in Poland was established in Mielec in 1995 and since then their number has
grown rapidly. Poland’s newest economic zone is the Krakow SEZ, which opened in 1998.
All Poland’s existing SEZs were established in the 1990s. Initially, the Council of Ministers
created 17 zones but in practice only 15 were launched, and 14 still function today.

The idea of SEZ in Poland was hotly debated by the Polish government and the European
Commission because of the financial support offered to business investors in SEZ. At that time,
the main problem consisted of adjusting the tax incentives offered to investors in SEZs to
regional investment state aid rules (Ambroziak, 2009; 2014).

Poland has emerged as a significant attraction for investors, both domestically and
internationally, primarily due to the incentives and special economic zone (SEZ) benefits it
provides to investors. In the years 2006 and 2007, approximately PLN 10 billion per year was
invested in Poland's SEZs, resulting in notable growth. In 2007 alone, employment within these
zones increased by 25%, creating 36,000 new jobs. Informal data for the first half of 2008
indicated record-breaking investments, totaling around PLN 7 billion. As a result, this period
marked a peak performance for many of these zones. It is estimated that the cumulative
investment across all 14 SEZs reached about PLN 50 billion in 2008 (Zagun et al., 2009).

Nonetheless, SEZs go beyond mere financial investments and job creation — they also play
a pivotal role in enhancing the overall competitiveness of the nation's economy. This includes
technology and know-how transfer, as well as fostering collaboration in regions covered by the
Zones.

The effects of SEZs in Poland have been extensively studied, with various attempts to
evaluate their impact on different aspects. These include: a) the relationship between SEZs and
local authorities (explored by Dziemianowicz in 2016), b) the influence of zones on socio-
economic growth, encompassing increased investments and job creation (studied by Ernst &
Young in 2011, Jensen in 2018), c) the broader regional development (analyzed by Laskowski
in 2013, Ambroziak & Hartwell in 2018), d) external trade (investigated by Nazarczuk &
Uminski in 2019), e) the inflow of foreign direct investment (examined by Dziemianowicz
et al. in 2019), and f) labor market-related aspects (explored by Krynska in 2000). These
conclusions regarding the impact of SEZs on unemployment are clear-cut, as they stem from
analyses that encompass zone operations across all regions of the country at various levels of
regional classification.
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Basically, SEZs in Poland are designated areas where economic activities occur under
special preferential conditions. One defining characteristic of SEZs is their territoriality,
which means that the benefits are confined to specific geographic areas within the country.
However, it is noteworthy that entrepreneurs have the option to request an “extension of SEZ",
enabling the establishment of a zone within an existing enterprise.

A pivotal incentive offered as public support to investors locating their projects within SEZs
is the exemption from income tax. Public support takes the form of reimbursing costs related
to a new investment project. Consequently, the investment expenditure (or the expense
associated with newly hired employees) pertaining to such a project serves as the basis for
calculating the extent of tax relief granted to the entrepreneur.

However, in practical terms, simply undertaking an investment project is not enough to
qualify for income tax relief. The zone entity must also generate taxable income at
an appropriate level to be eligible for this incentive. Consequently, this feature makes the
instrument highly susceptible to economic fluctuations and decreases in project profitability.
As a result, it genuinely operates as an investment incentive under specific market conditions.

SEZs can function as tools to stimulate investments. Despite the aforementioned limitation
of tax relief as an investment incentive, SEZs have significantly contributed to Poland's
economic growth over the last two decades and have attracted numerous investments.
This success can be attributed to various factors, including those that are sometimes
overshadowed by the focus on tax benefits. Some of these often underestimated benefits
include:

e Improved infrastructure (SEZs were typically established in highly industrialized
regions, often reusing infrastructure from declining traditional industries); these zones
also encompassed strategically advantageous investment areas.

e Access to a skilled workforce (particularly in regions with a strong industrial heritage).

e Streamlined procedures (a business-friendly approach from the outset, with Zone
Management playing a significant role in fostering collaboration with local government
entities).

e Investment promotion efforts - investors frequently begin their search for plots within
these designated zones.

Currently, there are 14 SEZs in Poland. Each SEZ comprises several to several dozen
subzones located throughout Poland. The infrastructure of areas belonging to the SEZ is well-
developed, making them highly attractive for both Polish and foreign investors. Since their
inception, SEZ have attracted investments worth nearly 112 billion Polish zlotys,
and companies operating within the SEZ have created 312,000 jobs. According to the current
regulations, SEZs will operate until December 31, 2026 (Deloitte, n.d.).

Table 2 presents Polish SEZs under the jurisdiction of the minister responsible for economic
affairs (Ministerstwo Rozwoju i Technologii, n.d.).
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Table 2.
Area and location of Polish SEZs

No.

SEZ

Voivodeship

Area in hectares

1.

The Kamienna Gora Special Economic Zone

Lower Silesian
Greater Poland

373,83

The Katowice Special Economic Zone

Silesian
Lesser Poland
Opole

2347,34

The Kostrzyn-Stubice Special Economic Zone

Lubusz
West Pomeranian
Greater Poland

1868,05

The Krakéw Special Economic Zone

Lesser Poland
Subcarpathian

707,78

The Legnica Special Economic Zone

Lower Silesian

1763,77

The £6dz Special Economic Zone

Lodz
Greater Poland
Masovian

1339,17

The Special Economic Zone Euro-Park Mielec

Pomeranian
Kuyavian-Pomeranian
West Pomeranian
Greater Poland

2039,99

The Pomeranian Special Economic Zone

Pomeranian
West Pomeranian
Greater Poland

899,37

The Stupsk Special Economic Zone

Subcarpathian
Lesser Poland
Lublin

West Pomeranian

1495,65

10.

The Starachowice Special Economic Zone

Swigtokrzyskie
Masovian
Opole

Lodz

Lublin

644,46

11.

The Suwatki Special Economic Zone

Podlaskie
Warmian-Masurian
Masovian

635,07

12.

The Tarnobrzeg Special Economic Zone

Subcarpathian
Masovian
Swigtokrzyskie
Lublin

Lower Silesian

1743,30

13.

The Walbrzych Special Economic Zone

Lower Silesian
Opole

Greater Poland
Lubusz

2921,70

14.

The Warmia-Mazury Special Economic Zone

Warmian-Masurian
Masovian

1057,38

Source: Own elaboration based on: Ministerstwo Rozwoju i Technologii, n.d.

Their main characteristics are illustrated in Figure 2a-b, displaying the quantities of active
companies, their workforce, invested capital, and developed territories. The graphical
representation also portrays the economic advantages stemming from the existence of SEZs in
Poland.
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The SEZ located in Katowice stands out as the largest among Polish SEZs in terms of active
company count, housing a total of 400 firms. On the contrary, the smallest in this regard are
Kamienna Goéra SEZ, encompassing 53 companies, and Legnica SEZ, housing 57 companies.
On average, Polish SEZs accommodate approximately 154 enterprises. Employment within
these SEZs varies from 7,000 individuals (as seen in Stubsk SEZ) to 95,000 individuals
(exemplified by Walbrzych SEZ). The most substantial cumulative investments are associated
with Katowice SEZ, amounting to €8.4 billion, while the lowest investments are observed in
Stubsk SEZ, Kamienna Goéra SEZ, Starachowice SEZ, and Suwatki SEZ, all at €0.7 billion
each. The territorial expanse of Polish SEZs ranges from 0.4 thousand hectares (as seen in
Kamienna Goéra SEZ) to 2.9 thousand hectares (exemplified by Watbrzych SEZ) (ESPON,
2020; Tax benefits from business activities within the Special Economic Zone, n.d.).
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Figure 2. The main characteristics of Polish SEZ.

Source: ESPON, 2020; Tax benefits from business activities within the Special Economic Zone, n.d.
On the other hand, the research presented in the report: Ernst & Young 2011, SEZs after

2020, Ernst & Young demonstrates the impact of SEZs on various aspects of economic growth,

including the labor market, investments, and GDP. Below are the main conclusions that can be

formulated based on the conducted analysis (Table 3).
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Table 3.

The impact of operating SEZs in Poland on the economic outcomes of subregions and counties
in years 2002-2010

Element of
economic growth

Conclusions

Labor Market

In areas where SEZs are operational, there is an average decrease in the unemployment
rate ranging from 1.5 to 2.8 percentage points for subregions and from 2.3 to 2.9
percentage points for counties.

Increasing the investment capital within the zone by PLN 100 million leads to a reduction
in the subregion's unemployment rate by 0.17 to 0.33 percentage points, and in the county,
this reduction ranges from 0.19 to 0.25 percentage points.

The expansion of employment by 1,000 positions within the zones corresponds to
a decrease in the subregion's unemployment rate by 0.4 to 0.9 percentage points, while at
the county level, this decrease falls within the range of 0.7 to 1.0 percentage points.

Investments

Within the subregions hosting SEZs, the gross investment in fixed assets per capita is
elevated by approximately PLN 250 to 600, and in counties, this increase ranges from
about PLN 510 to 570, when compared to other relevant subregions and counties.

The addition of 1,000 jobs within these zones contributes to a rise in the gross investment
in fixed assets per capita by around PLN 90 to 105 in subregions and approximately
PLN 150 to 160 in counties.

Gross Domestic
Product (GDP)

In the subregions hosting SEZs, the GDP per capita is typically elevated by approximately
PLN 1,300 to 2,500 compared to other subregions. This indicates a higher GDP per capita
ratio, ranging from about 3.9% to 7.5% above the average GDP per capita for Poland when
compared to other subregions.

The addition of 1,000 jobs within these zones results in an augmented GDP per capita
within the corresponding subregion, increasing by roughly PLN 310 to 460.

Source: Ernst & Young, 2011.

Taking into account the analysis of the literature, as well as available research on this subject
it can be stated that the economic benefits of SEZs are multifaceted and can have a significant
impact on both the local and national economy. The table 4 presents some of the key economic
benefits of Polish SEZs include.

It's important to note that the economic benefits of SEZs can be influenced by various
factors, including the effectiveness of policies, infrastructure development, local conditions,
and global market trends. Therefore, careful planning, monitoring, and adaptability are crucial
to maximizing the positive economic impact of SEZSs.

Table 4.

Economic benefits stemming from Polish SEZs

Economic benefit

Characteristics

Increased Foreign
Direct Investment
(FDI)

SEZs often attract higher levels of foreign direct investment due to the favorable business
environment, tax incentives, streamlined regulations, and infrastructure support. This
influx of investment can contribute to economic growth and job creation

Export Growth

SEZs are designed to promote export-oriented industries. By offering incentives and
facilitating access to global markets, SEZs can boost a country's exports, generating
foreign exchange earnings and improving the balance of trade.

Job Creation

The establishment of SEZs leads to the creation of new jobs in various sectors, including
manufacturing, services, and logistics. This helps alleviate unemployment and improve
the standard of living in the region.

Industrial
Development

SEZs foster industrialization by providing modern infrastructure, utilities, and logistical
support. They attract a diverse range of industries, leading to the growth of industrial
clusters and supply chains.
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Cont. table 4.
Technological SEZs often encourage the transfer of technology and expertise, as they attract
Advancement multinational corporations and promote collaboration between local and foreign

businesses. This can lead to technological innovation and upgrades in local industries.
Skill Enhancement | The presence of SEZs can stimulate skill development and human capital formation
through training programs and education initiatives. This enhances the employability of
the local workforce and contributes to long-term economic growth.

Increased Tax While SEZs offer tax incentives to businesses, the increased economic activity can still

Revenue lead to higher tax revenues for governments, which can be reinvested in public
infrastructure and services.

Stimulated SEZs can stimulate the growth of ancillary businesses that provide services and support

Ancillary to the companies within the zone, such as transportation, warehousing, and utilities.

Businesses

Reduced Regional By promoting economic activity in specific regions, SEZs can help reduce regional

Disparities disparities and promote balanced development across the country.

Attracting Global SEZs create a conducive environment for global companies to establish their presence.

Companies This not only brings in investment but also enhances the reputation of the country as

a favorable destination for business.
Source: Own elaboration.

4.2. SEZs as hubs for creating clusters

The clustering of industries and enterprises within SEZs has the potential to induce
a phenomenon known as the cluster effect, attracting interconnected industries and suppliers to
the vicinity. This occurrence can result in heightened cooperation, the exchange of knowledge,
and the realization of economies of scale. Building upon the classical definition of a cluster as
provided by M.E. Porter (1998; 2000), it is assumed that a cluster is viewed as a spatial
concentration of firms, which may not necessarily have a formalized character, and whose
members may not be aware that they operate within cluster boundaries - in literature, this type
of activity is referred to as a natural cluster. Only a conscious, organized effort aimed at
improving the cluster's competitiveness and the deliberate participation of key players can be
referred to as a cluster initiative. This type of cluster is more crucial for regional development
and SEZs, as it creates an organized network of diverse entities that have a more formalized
character (Furman et al., 2002; Morgulis-Yakushev, 2017; Mackiewicz, 2019). Cluster
initiatives can therefore be defined as "organized regional sectoral networks among business
partners focused on improving innovative performance and international competitiveness”.
Key representatives of the given cluster are involved in the initiative, and they intend to
influence its development in a more conscious and systematic manner. Typically, these
representatives come from economic, scientific, and business sectors (Figure 3).
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Companies

Business
environment

Research Financial

environment institutions

institutions

Figure 3. Five types of entities constituting clusters.
Source: Solvell et al., 2003-2006, p. 25.

Cluster initiatives are often financed by their participants as well as from public funds within

cluster development support programs (Baron, 2009). The cluster encompasses (Solvell, 2008):

e different members, both companies and organizations (representatives: private, public,
and higher education institutions),

e cluster organization with a headquarters, manager, website, etc.,

e initiative board (supervisory body),

e initiative funding (from sources: international, national, regional, local, membership

fees, etc.).

The Green Book of Cluster Initiatives (Solvell et al., 2003-2006, pp. 21-24) emphasizes that
a cluster initiative refers to a specific project or type of organization with a cluster character.
Cluster initiatives include, among others: Autocluster Styria (Austria), Scottish forest industry
cluster (Scotland), Plastic Valley (Poland), Valley of the Rising Sun (Lithuania). See: (Solvell
et al., 2003-2006, pp. 19, 110, 119). Also in the publications of Polish researchers, cluster
initiatives include the following cluster organizations: Telecom City (Blekinge, Sweden),
Silesian Timber Cluster, Medycyna Polska, Wielkopolskie Horses and Carriages, Gdansk
Construction Cluster (Poland) (Brodzicki et al., 2008).

Within the area of a given cluster's occurrence, one or several cluster initiatives in a specific
industry can be established. By engaging in activities by entities surrounding the business,
clusters can contribute to fostering entrepreneurship, activating the population, attracting
external investors, and even result in positioning companies in the given area, which will lead
to the development of local organizations and the activation of entrepreneurial activities among
various entities (see Figure 1). There is a substantial body of literature focused on assessing
such cluster initiatives (Klemens, 2010).

It is estimated that cluster initiatives are an effective tool for concentrating resources and
funds, as well as facilitating knowledge and know-how transfer, enhancing innovation,
and so forth (Lundequist, Power, 2002; Lundmark, Pettersson, 2012; Pavelkova et al., 2021;
Yan et al., 2021). The perspective of potential benefits stemming from cluster initiatives for
businesses and regions thus encourages governmental authorities and other partners to
implement a policy promoting clusters through three important actions:
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e Increasing productivity (through collaborative efforts, access to information and public

goods).

e Enhancing innovation (through joint research).

e Creating new businesses (by filling niches and expanding cluster boundaries).

Moreover, Li and Wang (2019) demonstrate that cluster development attracts various
research-oriented organizations, thus creating an incubation platform for other entities.
According to Wennberg and Lindqvist (2010) companies located in strong clusters create more
jobs, generate higher tax revenues, and offer higher wages for employees. Similar conclusions
were drawn in the publications by Ketels and Protsiv (2021), who examined the impact of
clusters on industry wage levels and regional prosperity. Likewise, Alberti and Belfanti (2021)
demonstrated that clusters generate shared value and contribute to creating economic and social
opportunities. Thus, they are an ideal solution for fostering sustainable development of all
entities within SEZs, where clusters and cluster initiatives influence the behaviors of
interconnected entities and the knowledge-sharing process (Canet-Giner et al., 2022). Initiatives
built in this manner are often the result of actions taken by public or local government
authorities (Brodzki, 2004). It involves governments of countries or local authorities
determining themselves which industries in a given area have the greatest potential for
development and, as a result, should be supported in the first place. This initiative is carried out
based on a local development strategy, thereby providing local authorities with the appropriate
tools to effectively encourage action and support business-related institutions and
organizations, and through them, companies clustered around them, to create conditions for
effective operations within the SEZ area.

In fact, clusters can be found within SEZs, as businesses operating within an SEZ may
naturally cluster together to benefit from shared resources and specialized skills. SEZs can
foster the growth of clusters by providing the necessary infrastructure, regulatory framework,
and incentives that encourage companies to collocate within the zone. Clusters and SEZs can
reinforce each other, with SEZs attracting a variety of industries that might naturally form
clusters based on proximity and industry relationships.

In summary, while clusters and SEZs have distinct purposes and mechanisms, they can
intersect and mutually reinforce each other in certain cases. Clusters promote industry
collaboration and specialization, while SEZs provide a policy-driven environment to attract
investment and foster economic growth.
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5. Discussion — SEZs in regional development

SEZs can have a significant impact on regional development. They are designed to attract
investments, stimulate economic growth, create jobs, and enhance the overall competitiveness

of a region. The analysis of economic benefits arising from the existence of SEZs in Polish
regions has demonstrated that SEZs have had a positive impact on the labor market,
investments, and GDP. Similar conclusions are drawn by the report from the World Bank,
companies operating within SEZs tend to exhibit superior performance compared to firms not
located in SEZs (World Bank, 2017). Additionally, provinces with SEZs have the potential to
attract more Foreign Direct Investment (FDI) than provinces without SEZs (Chuop, 2022).
Table 5 presents the main effects of the impact of SEZs on regional development.

Table 5.

Effects of the impact of SEZs on regional development
Effect Description
Investment SEZs offer various incentives such as tax breaks, reduced regulations, and infrastructure
Attraction support to attract domestic and foreign investments. This influx of capital can lead to the

establishment of new businesses and industries in the region.

Job Creation

The establishment of businesses within SEZs creates employment opportunities for the local
population. As industries grow and expand, more jobs are generated, reducing
unemployment rates and improving the economic well-being of the region.

Development

Technology SEZs often attract technologically advanced industries. The presence of these industries can
Transfer and facilitate the transfer of advanced technologies, knowledge, and skills to the local workforce,
Innovation promoting innovation and increasing the region's technological capabilities.

Infrastructure SEZs often require the development of infrastructure, including roads, utilities, and

transportation systems, to support the businesses operating within them. This infrastructure
development can benefit the entire region and improve connectivity.

Export
Promotion

Many SEZs focus on export-oriented industries. This can lead to an increase in exports from
the region, contributing to a favorable balance of trade and boosting the overall economic
growth.

Cluster Effect

The concentration of industries and businesses within SEZs can create a cluster effect, where
related industries and suppliers are drawn to the area. This can lead to increased
collaboration, knowledge sharing, and economies of scale.

Spillover
Effects

The positive developments within SEZs can spill over to neighboring areas, contributing to
the overall economic development of the region. Local businesses can benefit from
increased demand for goods and services generated by SEZ activities.

Human Capital
Development

SEZs often require a skilled workforce. This can encourage investments in education and
training programs, enhancing the skills of the local workforce and improving overall human
capital in the region.

Regional
Competitiveness

By attracting investments and fostering economic growth, SEZs can enhance the
competitiveness of the region on both national and international levels.

Source: Own elaboration.

Nonetheless, other studies indicate that the impact of SEZs on development can be diverse.
It is important to note that the impact of SEZs on regional development can vary depending on

factors such as:

e Zone location including country- and regional-specific business environment and

investment climate (Dorozynski et al., 2021), particularly related to the required capital
(FIAS, 2008);
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e The size of the zone (the most effective are among others large SEZs located in poor
areas and not too far from urban centres (World Bank, 2017));

e The distance of the area from the zone (the most effective radius is up to 50 km (World
Bank, 2017));

e Zone type (Wang et al., 2022);

e Industry presences (Frick, 2023), and its type that attracted,

e The level of local infrastructure and HR availability (Frick, 2023);

e Promotional activity (among others tax allowances, which attract investments and
equity of companies managing the zone, which generates jobs (Dorozynski et al.,
2021)). However, it's important to highlight that the mentioned World Bank report
underscores that promotional efforts (such as incentive packages) have been depicted as
exerting only a restricted influence on the effectiveness of these zones. The findings
from Naeem et al. (Naeem, 2020) indicate, among others that the promotion should be
based on competitiveness rather than fiscal incentives. This group also includes the
creation of shopping malls, townships, and amusement parks within the zones that
attract people and contribute to the economic development of that region (Joshi, Bhatia,
2016);

e The effectiveness and quality of governance and administration within the SEZs (Zeng,
2021b), including competition between the companies managing the zones (Dorozynski
et al., 2021), as well as elaboration of the clear vision of the zone development (Naeem
et al., 2020).

It's worth highlighting that the conducted analysis did not reveal any negative effects
associated with SEZs, as indicated by other studies. Potential negative effects such as land
displacement (Kabita Kumari Sahu, 2013; Physicians for Human Rights, 2014), environmental
concerns (Aung et al., 2022; Ahmed et al., 2020), and unequal distribution of benefits (Hornok
et al., 2023; Crane et al., 2018) should also be carefully considered and addressed to ensure
balanced and sustainable regional development.

The primary accomplishment of this study lies in illustrating the role of SEZs as central
points for the development and organization of clusters.

Nevertheless, the study encompasses certain limitations and weaknesses, specifically
centered around restricted applicability. Conclusions drawn from a singular study might not
hold relevance for diverse situations, groups, or environments due to disparities in
demographics, culture, or economic circumstances. Furthermore, there exists a limitation
related to data. The study relies on a limited dataset or outdated information, the results may
not accurately reflect the current state of affairs. Inaccurate or incomplete data can weaken the
study's validity. A research limitation is also the fact that the authors assumed only positive
effects associated with the existence of SEZs, whereas other studies indicate that SEZs may
also entail potential negative effects.
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The conducted analysis confirms that SEZs have a positive impact on the labor market,
influx of both domestic and foreign investments, as well as on the GDP. Nevertheless,
it would be worthwhile in future research to compare various regions that have SEZs with those
that do not, and examine economic indicators. A direction for future research should also
involve analyzing potential negative effects associated with SEZs that were not demonstrated
in this study, yet are acknowledged by the authors' knowledge. In future research, it is worth
using the perspective of cluster types (shown in Table 1 or within generations I-V) for the
presentation of Polish SEZs, as well as examining their impact on regional development.

6. Conclusion

The analysis confirmed the research hypothesis that SEZs have a positive impact on
regional development, especially in terms of attracting investments and on the job market,
including the reduction of unemployment. The analysis conducted in the paper indicates that
SEZs can play a significant role in fostering economic growth and attracting investments in
specific regions. SEZs create favorable conditions for businesses by providing various
incentives such as tax breaks, infrastructure support, and streamlined regulatory processes.
As a result, they often lead to increased industrialization, job creation, and improved
infrastructure in the designated areas.

SEZs can attract both domestic and foreign investors, driving innovation and technological
advancement. By concentrating businesses in a specific geographic area, SEZs promote
collaboration, knowledge sharing, and the development of specialized supply chains.
These clusters of related industries can lead to increased productivity, economies of scale,
and enhanced competitiveness on a global scale.

However, the impact of SEZs can vary depending on factors such as the location,
governance, and policies implemented within each zone. Additionally, there might be concerns
related to environmental sustainability, social inequalities, and potential negative effects on the
local community.

Clusters can indeed exist within SEZs, as companies operating within an SEZ may naturally
come together to leverage shared resources and specialized expertise. Clusters are organic and
often emerge naturally based on industry dynamics, shared resources, and collaborative
relationships among stakeholders. Clusters promote collaboration, knowledge sharing,
innovation, and specialization within a specific industry or related industries. Companies within
a cluster collaborate to improve their competitive advantage, share best practices, access shared
resources, and engage in joint research and development activities. Clusters encourage
knowledge spillovers, promote innovation, attract talent, enhance productivity, and foster
a supportive ecosystem for business growth.
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SEZs have the potential to cultivate cluster development by offering the essential
infrastructure, regulatory framework, and incentives that encourage businesses to co-locate
within the designated area. The symbiotic relationship between clusters and SEZs can be
observed, with SEZs drawing in diverse industries that could organically form clusters based
on their geographic proximity and industry connections. Although clusters and SEZs serve
distinct purposes and utilize different mechanisms, there are instances where they intersect and
mutually bolster each other. Clusters facilitate collaboration and specialization within
industries, whereas SEZs establish a policy-oriented environment aimed at attracting
investments and nurturing economic growth.

In conclusion, while SEZs can bring about positive economic and developmental changes
in regions, careful planning, monitoring, and adaptive policies are essential to ensure their long-
term success and positive impact on regional growth. As a direction for future research,
it is advisable to indicate the analysis of regions hosting SEZs in comparison to those without
them. A forthcoming research could also encompass an analysis of potential adverse outcomes
linked to SEZs, which were not elucidated in this study but are recognized by the authors.
Subsequent research could also consider adopting the framework of cluster categorizations
(as presented in Table 1 or within generations 1-V) to portray Polish SEZs, alongside an
assessment of their influence on regional progress.
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