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The high competition in the world markets causes to solve the economic problems by creating, developing
and introducing innovations. However, this process requires significant financial resources from the state as
well as the capital investments from investors. In the situation of the state lacking significant financial support
the favourable business conditions creation in special economic zones (SEZ) by allowing privileges and
preferences should promote the investment inflow and hence the innovation activities expansion on the very
territories and later on the territory of the whole country.

Two types of SEZ are presented in Belarus: techno-innovative (14 scientific-technological parks (techno-
parks), China — Belarus Industrial Park, Hi-Tech Park) and free economic zones (FEZ) (six zones).

As technopark we understand the subject of innovative infrastructure, promoting the entrepreneurship
development in a scientific-technical sphere by creating favourable conditions including material, technical and
information base. The technopark ensures the conditions for innovation process, beginning from developing
the know-how up to the sample outputting and its sale'.

The China — Belarus Industrial Park is the territory unit of Belarus with a special legal regime of FEZ, which
main activities are establishing and developing the manufacture in electronics, biotechnology, fine chemistry,
mechanical engineering, and new materials spheres’.

The Hi-Tech Park is the part of the Republic of Belarus territory with a special legal regime created to
develop the software as well as information-communication, other new and high technologies aimed at the
national economy competitive capacity increase’.

The free economic zones of a functional type may be also created in Belarus that are formed according to
the aims of their creation and by the character of the planned activities also the complex FEZ for achieving the
objectives to carry out activities characteristic of various functional types FEZ".

Depending on the economic regime of the SEZ, the range of privileges and preferences on these territories
has been presented (table 1).

In comparison with other types of SEZ flexible tools of state support directly related to business incubation
of small innovative enterprises have been introduced in relation to the technoparks. In particular, a mechanism
has been created to reinvest up to 50 % of the tax liabilities of technoparks and their residents for the development
of these parks and their residents.

Implementation of this mechanism provides for the technoparks and their residents contributing the part of
their proceeds from sailing goods (works, services), property rights as well as from the amount of gross profit
equivalented to 50 % of the tax amount under a simplified system of taxation and income tax to extra-budgetary
funds of innovative development formed by these technoparks (hereinafter — innovation development funds).

In order to avoid deterioration in the working conditions of technoparks and their residents for the period
up to 2020 a partial exemption from income tax and from tax under a simplified system of taxation is provided
amounted to the actual amount of funds transferred by them to innovation development funds.

Financial resources of innovation development fund could be used only for the purposes which are necessary
for implementing activities by technopark in accordance with article 26 of the Law of the Republic of Belarus
dated 10 July 2012 «On state innovation policy and innovation activities in the Republic of Belarusy as well
as for:

* organising activities and developing the logistics base of technoparks. First of all the development of
technoparks technological infrastructure will be achieved in this area including centers of collective use
of scientific equipment, engineering centers, prototyping centers, etc.;

* financing innovative projects carried out by technoparks residents. The concentration of resources on
innovative projects that commercialize the results of scientific and technological activities is expected in this area.

The procedure for using the financial resources of innovation development fund is determined by the
technopark itself in coordination with the state body, governing the very technopark and by the State Committee
for Science and Technology of the Republic of Belarus.

Technoparks are also given the opportunity to purcue flexible rental policies for their residents by applying
an additional margin ranging from 0.1 to 1. The difference between the rental payments of the technopark
resident and the rental payments of the technopark will be sent to the innovation development fund.

'Innovative infrastructure of Belarus [Electronic resource]. URL: http://www.technopark.by/files/topic11.pdf (date of access:
25.11.2019).

*Yxa3 Ipesunenta Pecniy6muxn Benapycs Ne 253 «O Kuraiicko-benopycckom nnaycrpuansHoM napkey» [Electronic resource].
URL: https://www.sb.by/articles/ukaz-o-kitaysko-belorusskom-industrialnom-parke.html (nara o6pamenus: 25.11.2019).

*Jlexper [Tpesunenta Peciy6uku Benapyck ot 22 centsiops 2005 r. Ne 12 «O IMapke Beicokux Texnomoruit» [Electronic resource].
URL: http://pravo.by/document/?guid=3871&p0=Pd0500012 (nara obpamenus: 25.11.2019).

*3axon Pecrry6mmxu Benapych ot 7 mexabps 1998 1. Ne 213-3 «O cBo6oIHBIX SKOHOMIYEcKHX 30Hax» [Electronic resource]. URL:
http://pravo.by/document/?guid=3871&p0=H19800213 (nara obpamenus: 25.11.2019).
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Technoparks and their residents are exempt from value-added tax as well as from import customs duties
when importing into the Republic of Belarus technological equipment, components for the implementation
of innovative projects within the framework of the state innovation development of the Republic of Belarus
scheme.

These mechanisms use is aimed at introducing a system of support for technoparks and their residents under
which the amount of benefits and subsidies is directly dependent on the effectiveness of their work and the
freed up funds are directed for developing the innovative entrepreneurship [1].

Now consider the impact of various preferential regimes on the SEZ investment attractiveness in the
Republic of Belarus.

Technoparks and free economic zones have been operating in the country for more than 20 years: the first
technopark (science and technology park of BNTU «Polytechnic») was established in 1992 and in December
1996 the funds were allocated to the first FEZ «Brest» and its management staff was formed.

The China — Belarus Industrial Park is in the development stage: its establishment agreement was signed in
October 2010. However, comparative calculations made by Uniter Investment Company experts show that due
to the comprehensive preferential regime created in the Park the effectiveness of investment projects realisation
is currently being assessed at the level of effectiveness of their implementation in the most favourable FEZ in
other countries of EAEU and in Poland (table 2).

Table 2
Estimated internal rate of return of investment projects in the FEZ, %
Investment project Chlllg:; t; iaBleIlJz;rrlll(s Russia Poland Kazakhstan
Capital-intensive project 243 23.8 23.6 24.5
Medium investment level project 31.4 31.6 30.7 31.8
Energy-intensive project 29.4 29.5 28.8 29.7

Note. Personal development according to the data of electronic resource’.

The author has developed an algorithm to analyse the investment (business) attractiveness of special
economic zones (fig. 1) allowing to assess the attractiveness of any type of SEZ as well as to compare them to
each other. The presented methodology explores the main subjects providing the financial inflows from two
ways: subjects who are ready to financially support production (partners, investors, residents) and subjects who
are ready to acquire the result of production. The advantage of this methodology is the possibility to apply it
at the macro-level while lacking financial data from companies and to guarantee the information security for
resident companies.

Partners/investors/residents

< Residents number growth rate >
< Country’s innovation ranking index >

Export geography

< Country’s innovation ranking index >

Fig. 1. Algorithm for analysing the investment (business) attractiveness
of special economic zones (personal development according to the data of
electronic resource’)

°Great Stone is waiting for Belarusian business [Electronic resource]. URL: https://uniter.by/news/investment-attractiveness/in-
the-great-stone-waiting-for-belarusian-business/ (date of access: 25.11.2019).

'The main indicators of the activities of residents of the free economic zones of the Republic of Belarus in 2017 [Electronic
resource]. URL: https://www.belstat.gov.by/ofitsialnaya-statistika/makroekonomika-i-okruzhayushchaya-sreda/statistika-malykh-ter-
ritoriy/cvobodnye-ekonomicheskie-zony/godovye-dannye/osnovnye-pokazateli-deyatelnosti-rezidentov-svobodnykh-ekonomich-
eskikh-zon-respubliki-belarus/osnovnye-pokazateli-deyatelnosti-rezidentov-svobodnykh-ekonomicheskikh-zon-respubliki-belar-
us-v-2017/ (date of access: 11.02.2018).
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The investment potential of FEZ and technologically innovative zones will be considered in terms of two
indicators: growth rate of the number of registered residents and export to countries.

Number of registered residents. There is a positive dynamic growth of the resident’s number in high technology
park (67.6) and in technoparks (3.9), but the dynamics of free economic zones is negative (—0.1) (fig. 2).
A
500

420

340

Piece

260

180k

100

2016 2017 2018

Year
—o— Free economic zones

—o— Hi-Tech Park
Technoparks

Fig. 2. Number of registered residents (personal development
according to the data of electronic resource®)

Export geography.Goods (works, services) produced in the technopark and in the Hi-Tech Park are exported
to the most innovative countries of the world in contrast to the goods produces in free economic zones (table 3).

Table 3
Exports of goods and services, in terms of countries
Free economic zones Hi-Tech Park Homel Tech-
nology Park
Country Country Country
o Innovation N Innovation Innovation

Share, % ranking index Share, % ranking index ranking index

Netherlands | 0.8 4 United 7.7 5 Saudi Arabia 68
Kingdom
United States 0.6 3 United States 43.1 3 United States 3
Hong Kong

Germany 1.7 9 Germany 4.9 9 S AR 13
Latvia 0.7 34 Ireland 3.1 12 Italy 30

Poland 5.2 39 Israel 0.9 10 Taiwan Among the

top 10
Lithuania 34 38 South Korea 0.8 11 South Korea 11
Ukraine 9.5 47 Cyprus 20.3 28 Malaysia 35
Russia 67.4 46 Russia 4.7 46 Russia 46
Georgia 0.7 48 § Lithuania 38
Azerbaijan 0.1 84

Kazakhstan 2.4 79 Poland 39

Note. Personal development according to the data of electronic resource .

The analysis carried out shows that the techno-innovative type of SEZ is the most attractive for investors.
This is caused by the best privileged and preferential regime.

¥The results of High-technology park activities [Electronic resource]. URL: http://www.park by/cat-2/ (date of access: 11.02.2018).
*Policy options to reform free economic zones in Belarus [Electronic resource]. URL: https:/www.ebrd.com/news/publications/
special- reports/belarus-comparative-research-on-industrial-parks-and-special-economic-zones.html (date of access: 11.02.2018).
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The higher indices of innovation activities are the result of the higher investment attractiveness.

In 2013-2018 the share of innovative products in the total volume of the dispatched ones in free economic
zone was on a lower level than on the average in the country (18.6 % in 2018) and tended to decrease (fig. 3).

As to technoparks in 2012-2017 the increase in the innovative products share in the total volume of
manufactured ones can be seen (fig. 4).

%A
15
101 O\o —0
=
0 013 2014 2015 2018
Year
Fig. 3. The share of innovative products in the total volume of
the dispatched ones (personal development according to the
data of electronic resource'®)
A
100 -
il O/O/O\O/O
60
40
20
2012 2014 2015 2016 9 months 2017

Fig. 4. The innovative products share in the total volume of
manufactured ones (personal development based on [2])

The analysis of the FEZ and technoparks innovative activities results shows that technoparks are the most
effective for the innovative economics.

The assessment of the SEZ investment-innovation potential shows the highest investment attractiveness of
technoparks and hence their high innovation activities.

The decision to invest is made on the basis of the expected return which is formed on the basis of established
business environment and lines of activities. In the Hi-Tech Park, technoparks and the China — Belarus Industrial
Park the emphasis is made on developing advanced and innovative products and in contrast to FEZ comparable
or even more attractive conditions are offered.

Investment incentives in the SEZ are mainly represented by reduced tax rates, but this method is not
effective. Investors surveys show that tax benefits are less critical for the SEZ success. An incentive system
should be developed to attract and support activities that meet the country policy priority directions. Non-tax
incentives such as specialized services, good governance and high-quality infrastructure demonstrate more
promising approach for attracting investors to the zones.

In the current situation there is an evident necessity to specify the rationale and to reorient the economic
model of the SEZ in Belarus, taking into account the basic principles of building successful schemes at the
international level, and also taking into account the national specifics. The SEZ needs to be seen as an integrated
policy tool that should take into account a country’s goals and priorities.

"Policy Options to Reform Free Economic Zones in Belarus [Electronic resource]. URL: https://www.ebrd.com/news/publications/
special- reports/belarus-comparative-research-on-industrial-parks-and-special-economic-zones.html (date of access: 11.02.2018).
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