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Abstract: Special Economic Zones (SEZs) were establishedttactaentrepre-
neurs to invest in Polish regions in order to irese their social and economic
development. One of the most important incentifieseal in SEZs is state aid in
the form of an income tax exemption. The objedfvhis paper is to verify if the
regional state aid granted to entrepreneurs in SBZs had a positive impact on
the social and economic development of Polish pevihe conducted research
allowed for the conclusion that regional state @dSEZs in the form of an income
tax exemption was of a relatively higher importatecehe poorest regions, while
its significance was much lower in better develogezhs in Poland. Moreover the
intensity of regional state aid granted to entreprars in SEZs had a positive
influence on the social and economic developmethefpoorest and sometimes
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less developed poviats in Poland, while the moreldped poviats with SEZs did
not record better or much better results comparegddviats without SEZs.

Introduction

There are many types of geographically delimitatezhs offering certain
incentives to businesses physically located withim zone (World Bank,
1998, p. 2). First zones were established withraaterade in mind (free
trade zones and export processing zones — EPZspiamet at the im-
provement of conditions for warehousing, storage distribution facilities
for trade, transhipment, and export-oriented oparat EPZs are usually
custom-free and export-oriented manufacturing arefhsring preferential
incentives and streamlined administration, and mapd with better infra-
structure and cheap utilities (Amirahmadi & Wu, %98. 829; Engmaet
al., 2007, pp. 16-18; Angko, 2014, pp. 3-4; Lonar&14, p. 18). In many
countries the zones are key policy instruments #ttaact foreign direct
investment (FDI), boost exports, generate employnaard very much
needed foreign exchange (Jenkins & Arce, 20160).4The choice of the
location of EPZs depends on geographical and giateonsiderations:
vicinity of the coast for easy access to the seaiability of labour force,
as well as specificities of a particular countrigefli, 1998, p. 223). Host
countries, especially developing ones, are oftdrready to face the rigor
of global competition, and EPZs, which are freenfreegulations, taxes,
and tariffs are perceived as a second-best soldowla, 1997, p. 561).
Therefore, EPZs represent a traditional model waedly throughout the
developing world for many decades. However, oneilshbe very cautious
in classifying free trade zones, because the aigioncept has evolved
over time and has acquired a different meaningffarént contexts (Wong
& Chu, 1984, p. 1).

Some studies seek answers as to why the EPZs besmi#raetive to
governments in developing countries (Amirahmadi &,V¥995), what is
the relationships between zone’s performance artdioesconomic, politi-
cal, and social variables (Yuan & Eden, 1992) ahetwvere welfare im-
plications of an expansion of the EPZs (Beladi &jlal992; Devereux &
Chen, 1995; Schweinberger, 2003a). Moreover, atantisl concern was
raised in many papers with regard to how governmemdy improve in-
vestment climate to attract foreign participati®dictor, 1988, p. 662) and
why the identical institutional or export incentveffered in EPZs yield
consequences that vary considerably by region ¢ima (Schrank, 2005,
p. 43). A separate group of studies concerneddlaionship between the
benefits and costs of establishing EPZs and theathveading regime of
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the host country and the development of efficianhdstic industry (Warr,
1989). We should also bear in mind studies whiamébthat, while the
benefits brought by the EPZs can be consideratdy, do not always live
up to expectations and can create new sets ofg@rabfor the government
(Fitting, 1982, p. 732).

The next group of business areas with some govertahnmterventions
includes special economic zones. We can observexansive develop-
ment and an increase in the number of special @gignpones since the
1980s. Although some of them include EPZs, nornthldy are established
to attract and absorb foreign direct investmengetwe as ‘pressure valves’
to alleviate large-scale unemployment, especiabiytly unemployment; to
support wider economic reform strategy, and tcaaaexperimental labora-
tories for the application of new policies and agmwhes (Stoltenberg,
1984, p. 639; Crane, 1994, p. 72; Farole & Aki2€i11, pp. 3-4; Chen &
Jameson, 2012, pp. 208-209). Some authors obstrakih selected coun-
tries, e.g. China, economic policies pursued ircisph@conomic zones fol-
lowed those characteristic of most capitalist coast(Nishitateno, 1983, p.
176; Wang & Bradbury, 1986, p. 308). For less depetl countries, SEZs
can be a catalyst of structural transformation arsthift of labour and eco-
nomic activity from low-productivity agriculture tabour-intensive manu-
facturing (Willmore, 1996; Brautigam & Tang, 201g., 78) and/or from
a planned to a market economy (Litwack & Qian, 1988118; Ge, 1999,
p. 1267).

As regards governmental tools within SEZs, soméaat discussed
static state interventions in SEZs, while otheralysed dynamic, strategic
state interventions in SEZ-led economic growthjngkinto account the
need for a government to quickly respond to chamgdsoader economy
by focusing on evolutionary objectives, incentivaasd facilities offered
(Aggarwal, 2012, p. 873).

Many studies on SEZs’ impact were aimed at assgpdbir achieve-
ments in terms of how much foreign capital thetyaated and to what
extent they contributed to export growth, foreigitleange earnings, and
technology transfer (Wong, 1987; Taneja & Kumarl£Gigler, 20141 ee,
2015). Also new tendencies in geographical distraou(Ambroziak, 2009)
and changes in economic activities within SEZs wevaluated (Palit,
2009) as well as, consequences for labour (ILO4R20ihcluding work
quality (Parwez, 2015), results to budgets of Id&astusiak & Jasiniak,
2015) or central authorities (Schweinberger, 2002imtri, 2015), implica-
tions for the environment (Liat al, 2007), and urbanisation in the context
of acquisition of land (Jenkiret al, 2015).
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More advanced studies deal with effects and thenamdsms of spatial-
ly targeted subsidies (Kline, 2010), SEZs impacttio@ local economy
(Wang, 2013) and on mega-regions (Ortegaal, 2015). Other studies
were dedicated to the relationship between crisisogd and SEZs perfor-
mance (Nazarczuk013) and the impact of SEZs on economic situation
outside of the SEZs territory (&iowicz et al, 2015). Our research is
a continuation of previous studies: we attemptrnswaer the fundamental
guestion concerning the impact of SEZs on the sacid economic devel-
opment of regions in Poland.

Fourteen Special Economic Zones (SEZs) were eskedaliin Poland in
the period of 1995-1997. However, it should be easj#ed that they con-
sist of many subzones created under the Coundinisters Ordinances.
According to available data, they were located5a fowns/cities and 217
gminas (municipalities) at the end of 2013 (UOK#14). This means that
there were 368 subzones in Poland in 2013. Thisanasffect of an evolu-
tion of changes in areas and borders (as new pets either included or
excluded from them).

The main goal of the SEZs was regional developnttying from an
inflow of investors and the creation of new jobsielto the lower level of
development of certain Polish regions and their gpality of infrastruc-
ture and labour force, a special investment ingentvas offered in the
form of an income tax exemption. Due to its chagdt was not available
to entrepreneurs in the most sensitive and riskjogei.e. during the in-
vestment process or the launching of economic itieBv(production) in
the SEZs. It was accessible only when economicabpesr gained profits
from their businesses in a given region.

Therefore, income tax exemption in SEZs was claskifs regional
state aid. From the theoretical point of view, hibsld be mentioned that
there are two polar opposite arguments on the faewgional incentives.
On the one hand, regional policy undertaken bytmmahould assist areas
(and thus the populations therein) that are deetmdxk in need of assis-
tance by virtue of their poor levels of economicfgenance: an inappro-
priate spatial structure within a particular regimay adversely affect its
economic performance and reduce its ability to stdfo changes (Parr,
2014, pp. 2-5). One of the main goals of regioricp is not only to in-
crease welfare levels in the problem regions, g t lead to efficiency
gains within the national economy: utilisation afused resources in lag-
ging areas and reduction of congestion and othgative externalities in
the relatively prosperous regions (Hansen, 196574). An OECD report
stated that fostering growth, even in lagging regjas in the interest of
national governments as it contributes to natiandput without hindering
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growth opportunities elsewhere (OECD, 2009, p. THus a particular
place might require intervention from outside ispense to two sets of
market and government failures: (a) a place carnrdggoed in a vicious
circle of inefficiency or social exclusion; and (&yglomerations’ effects
can appear, which are always the result of puldievall as private deci-
sions, the former consisting of the design of toitns which are tailored
to places (Barca, 2009, p. XI, 18-19).

On the other hand, there are arguments againstrryoeatal interven-
tions at the regional level. The Keynesian approacleconomic policy
would allow for tackling regional development pretns deriving from
market failure, while completely ignoring governrtarfailures. Thus re-
gional policy that includes broad incentives fami to locate in less-
developed regions is flawed and doomed to failbexgause these areas
lack supporting infrastructure and face competit®advantages (Porter,
1996, pp. 88-89). It also opens up the very reakiiity of competition
among governments, both at the national and subratlevels (Gray &
Duning, 2002, p. 412). The degree of labour oraistitucture scarcity nec-
essary to induce sufficient firms to move to théyonig regions would lead
to a general price increase: (a) businessmen kretterbthan any civil
servant how to choose the most efficient, lowest-¢ocation; and (b) if
they have to set up plants at other locations @ks In efficiency may be
substantial (Needleman & Scott, 1964, p. 157-158).1lt seems that this
kind of instrument generates some increase in imexg and directly sub-
sidises some output. However, only when the suitstit of public for
private funds has been completely eliminated, tireafe sector contribu-
tion to investment can be increased above the withobsidy level, and
assistance can act as an incentive to attracttpriveds (Wren, 1996, p.
535). In the end, it seems that the taxpayers’ maheuld not be used to
subsidise private firms, and that companies theraseshould decide on
the most efficient location for their business (Atrong & Taylor, 1999,
pp. Xxiii-xiv). Thus, referring to the OECD repodny interventions should
be evaluated against other uses of public fund<C@E009b, p. 53).

There is a great deal of research into the faaetsrmining investors’
decisions in Poland generally, as well as in spee@nomic zones
(IBNGR, 2014). Thus, in this study we do not digcifighe financial incen-
tive in SEZs was attractive to entrepreneurs andtwk position was in
a ranking of the most important location factorsirieest both in Poland
and in SEZs. The objective of this paper is tofyéfithe regional state aid
granted to entrepreneurs in SEZs had a positivedéinpn the social and
economic development of poviats in Poland.
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The impact on a regional development was studiednayzing chang-
es in the gross value of fixed assets (GVFA) perepreneur and the un-
employment rate in the period of 2005-2013. Itssuaned that state aid in
the form of an income tax exemption was granteant@ntrepreneur when
a company gained profit due to operating its bissinveithin the framework
of special economic zones. A positive outcome @mnemic activities in
SEZs should be accompanied by the development isfirex businesses
through new investments and the emergence of ighartas well as in an
improved image and attractiveness of the regionaanohflow of investors
not necessarily interested in the allowances affége SEZs (which should
be manifested by an increase in GVFA per entrepmné\ greater in-
volvement of manufacturing and service businessethe region should
increase the demand for labour and, consequerttiyulate the labour
market (which should be reflected in a drop inauhemployment rate).

Research Methodology!

The data relating to selected indicators of redidieaelopment (gross val-
ue of fixed assets per entrepreneur and unempldynags at the poviat
level) comes from Local Data Bank of the CentraitiStical Office (GUS).

Data concerning state aid derives from the Offaredompetition and Con-
sumer Protection. It should be noted that therarary forms of granting
regional state aid to entrepreneurs in SEZs, howtng study covers only
income tax exemption granted to entrepreneurs ai8EZ valid permis-

sion. Data concerning the size of investment in S&anmes from entrepre-
neurs obliged to report them to the Ministry of Ecmy.

Research was conducted in poviats (NUTS 4), becaasat studies for
voivodeships (NUTS 2) have not enabled researdberapture the impact
of selected categories of financial public asstaAmbroziak, 2015),
while other research suggests that companies irs 8E&cted workers and
suppliers from the poviats in which they were basedrom their neigh-
bouring areas (Ambroziak, 2009).

In order to capture the potential impact of SEZselected indicators of
social and economic development, we conducted edactual impact
evaluation, i.e. the comparison of achieved resiltis estimated outcomes
which could have emerged in the absence of theveéon in the form of
an income tax exemption in SEZs (European Commis&014, Gertleet

! The methodology and breakdown of poviat categarjEmn regional development was
earlier used by the author in article entitled ‘@stments in special economic zones and
their impact upon development of poviats in Poland® be published.
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al., 2011). This method should allow for verifyingethssumed causal ef-

fect between the intervention — consisting of thecfioning of SEZs and

attracting investors — and the effects for the gbmeasured by changes in
indicators of regional development. To this end, sedected an experi-
mental (treatment) group composed of poviats wittemrises in SEZs and

a control group of poviats without SEZs.

Since the study was aimed at assessing the impasbadal and eco-
nomic development, poviats from both groups shbeldtatistically equiv-
alent: a) identically respond to intervention, k)itdentically influenced by
external factors and interventions, c) be identighen it comes to their
characteristics. The first two criteria were fultyet by all poviats in Po-
land. SEZs might be established anywhere in Poldgtitbut any location
restrictions, and there were no administrative lsgns which would
change the position of individual poviats. Howevire third condition
concerning the homogeneity of characteristics wasnmet by all poviats
due to unequal regional development and their locah a particular voi-
vodeship (which meant differences in maximum cgsion regional state
aid — the highest level was available in the |e®steloped voivodeships).
To identify the subgroups of poviats within the esmental and control
groups we took into account:

— their relative regional development calculated d3PGer capitain
relation to the EU average in 2005 (since GDP @at&lUTS 4 poviats
were not available, we used the data for sub-reghtdTS 3, treating
them as relatively close to the real-life situatiompoviats);

- relative regional development level in the voivddpgNUTS 2) where
a given poviat is located (calculated as Gig capitain relation to the
EU average in 2005).

To eliminate statistical differences in regionalvelepment and in ad-
missible aid intensity in SEZs (i.e. with respextcharacteristic features)
we applied the matching technique. This consistedistinguishing and
comparing analyzed data from poviats in experirmeartd control groups
based on the 3-point regional development scale.sthle was used by the
European Commission in its works on the regiondl map (Guideline,
2006; Ambroziak, 2014). It included the followingeas:

- where GDRper capitawas not higher than 45% of the EU average,

— where GDPper capitawas above 45% but not higher than 60% of the
EU average,

— where GDPper capitawas above 60% but not higher than 75% of the
EU average.
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Finally, seven categories of poviats in Poland @aehegroup (experi-
mental and control) were identified (Table 1). Hsaalso important to grasp
the differences among poviats of the experimentalg taking into ac-
count the average of state aid intensity in SEZsirfted as an average of
the ratio of the value of state aid granted toegrneurs to their invest-
ments in SEZs). Taking the above indicator intaoaot, we identified four
subgroups within the experimental (treatment) grolupoviats:

— where the average of state aid intensity in SEZswad higher than 5%;

— where the average of state aid intensity in SEZ®eded 5% but was
not higher than 20%;

— where the average of state aid intensity in SEZseced 20%;

— where state aid was not granted in SEZs.

Table 1. Categories of poviats depending on the regionaéld@ment of voivode-
ships, in which they were located

Categories of poviats reflecting their relative elepment and the development of
voivodeships, in which they were located:

- L.1. poviat whose GDPer capitawas not higher than 45% of the EU average locat-
ed in a voivodeship whose GO#er capitawas not higher than 45% of the EU av-
erage (191 cases); (classification: voivodeshgoVjat 1; cat. I.1);

- 1.2. poviat whose GDPer capitawas above 45% but not higher than 60% of the
EU average located in a voivodeship whose GigP capitawas not higher than
45% of the EU average (5 cases); (classificationzadeship 1, poviat 2; cat. 1.2);

- 1.1. poviat whose GDRper capitawas not higher than 45% of the EU average
located in a voivodeship whose GIPEr capitawas above 45% but not higher than
60% of the EU average (97 cases); (classificatimivodeship Il, poviat 1; cat.
11.1);

- 11.2. poviat whose GDPer capitawas above 45% but not higher than 60% of the
EU average located in a voivodeship whose @BPcapitawas above 45% but not
higher than 60% of the EU average (28 cases);dfileation: voivodeship II, poviat
2; cat. 1.2);

- 11.3. poviat whose GDPer capitawas above 60% but lower than 75% of the EU
average located in a voivodeship whose QP capitawas above 45% but not
higher than 60% of the EU average (15 cases);dfileation: voivodeship II, poviat
3; cat. I.3);

- 1I.1. poviat whose GDPper capitawas not higher than 45% of the EU average
located in a voivodeship whose GIPEr capitawas above 60% but not higher than
75% of the EU average (25 cases); (classificatimivodeship Ill, poviat 1; cat.
I.1);

- 11.2. poviat whose GDRer capitawas above 45% but not higher than 60% of the
EU average located in a voivodeship whose @BPcapitawas above 60% but not
higher than 75% of the EU average (15 cases);d(fileation: voivodeship Ill, pov-
iat 2; cat. II.2).
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Table 1 continued

In addition we identified three groups of poviatsielh were not included in the study be-

cause they were individual cases and no comparatiaysis was feasible:

- 1.3. poviat whose GDPBer capitawas above 60% but not higher than 75% of the EU
average located in a voivodeship whose GIePcapitawas below 45% of the EU aver-
age; (classification: voivodeship |, poviat 3; da);

- 1.4, poviat whose GDPer capitawas above 75% of the EU average located in a voi-
vodeship whose GDPer capitawas above 45% but not higher than 60% of the EU av
erage, (classification: voivodeship Il, poviat af.dl.4);

- 1ll.4. poviat whose GDPper capitawas above 75% of the EU average located in a voi-
vodeship whose GDPer capitawas above 75% of the EU average; (classificatioir:
vodeship I, poviat 4; cat. 111.4).

Explanatory note:

Numbering X.Y.: X — voivodeship category, Y — pdwategory.

Classification: I/1 - GDRper capitanot higher than 45% of the EU average (the pokihest

least developed voivodeships/poviats);

Classification: 11/2 - GDRper capitaabove 45% but not higher than 60% of the EU averag

(less developed voivodeships/poviats);

Classification: I1l/3 - GDRper capitaabove 60% but not higher than 75% of the EU averag

(more developed voivodeship/poviats).

Source: own studies.

In the study, we decided to apply the differenceéifferences approach.
This consists in deducting the difference in thécome before and after
the intervention in the control group from the satiféerence in the exper-
imental group, in order to estimate the impact le# tntervention. The
method allows for ignoring (a) constant differengeshe performance of
poviats resulting from the level of regional deyetent (and investment
attractiveness); (b) effects of external factorsicl influence them; and (c)
characteristics which are irrelevant or difficuftstatistical observation. It
also enables to capture the effects which emergelation to the interven-
tion in the experimental group (European Commis@0h2, Gertler et al.
2011).

Differences in changes in the experimental grougeoled in compari-
son to the changes in the control group were int¢egd as the impact of
regional state aid in SEZs on the development gigh®.

Regional State Aid in Special Economic Zones
Public aid granted in special economic zones iga bf regional state aid.

The regional character of public assistance isalegin goals and prob-
lems which are addressed, as well as in the teaiitdimension of permis-
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sible assistance. It was permitted, under the EU law, if it was granted to
assist the development of the most disadvantaged regions by supporting
investment and job creation. Moreover, it should promote the expansion
and diversification of the economic activities of enterprises in the less-
favoured regions, in particular by encouraging firms to set up new estab-
lishments there (Guidelines, 2006; Ambroziak 2009, 2014).

Regiona state aid became one of the most important components of
public support to entrepreneurs in Poland following its accession to the
European Union. In 2005 it amounted 1,057 min PLN, which represented
about 9.1% of the total public support in Poland. In subsequent years, due
to ahuge inflow of EU funds and their distribution mainly to entrepreneurs
in the poorest areas, the value of regiona state aid increased to over 9,000
min PLN, which constituted 54.3% of state aid in 2013 (UOKiK 2006,
2014). As regards public support in SEZs, its share in value of regional
state aid has varied from 38% in 2005 through to 74% in 2007, when there
was a break in the offering of EU funds, to 16% in 2013. The drop in the
overall share was the result of the dramatic increase in the total value of
regional state aid, not adecrease in public aid granted to SEZs (Figure 1).

Figure 1. Changes in value, dynamic and share of regiona state aid and public
support in SEZs and in Poland
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Sources: own calculations based on data from the Office for Competition and Consumer
Protection and the Ministry of Economy.
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The annual value of state aid granted to compadnisepecial economic
zones grew from 406 min PLN in 2005 to 1,488 miIrNPh 2013 (3.7
times), while in that same period the value of steeents in SEZs at the
end of the year increased from 26,455 min PLN t@83d min PLN (3.2
times). Both values rose in the three years aftéarfél’'s accession to the
EU, while the value of public support decrease@0Q9 as a result of eco-
nomic crisis in the EU. In the next years, the gatd public aid in SEZs
grew, with the exception of 2013, when it droppéighsly again. It is
worth observing that on the basis of year-to-yealysis it can be stated
that the relation of value of regional state aidin@estments in SEZs
reached 2.7% in 2007, then decreased to 1.7% &a6l ih. 2009 and 2010
due to economic problems in Europe, followed byather moderate in-
crease in subsequent years (Figure 2).

In order to evaluate the intensity of state ai®k&vs, the ratio of cumu-
lated state aid to investments in SEZs should lzdyaed for the period
2005-2013. First, the value of investments in SEfseased due to the
inflow of new entrepreneurs, as well as the expgenes of existing com-
panies within the SEZs every year. However, atsgmme time it was also
decreased as a result of either an outflow of ilovesor a closure of eco-
nomic activities within the SEZ permits. Secondhg cumulative amount
of regional state aid granted to entrepreneurfénform of an income tax
exemption in SEZs increased every year, includihgmwannual growth in
value decreased in comparison to the previous Yeaally, it can be ob-
served that the relation between the value of catival state aid and in-
vestments in SEZs increased on average by 1 paggepbint yearly, from
1.5% in 2005 to 11.6% in 2013. This was the resiuét lower dynamism of
an investment inflow into SEZs in comparison to ¢thenulative amount of
tax breaks granted to companies in SEZs. It sebatsthis trend is irre-
versible. Firstly, all investors in SEZs are instegl in benefiting from all
admissible amounts of money available resultingnfrtax exemptions.
Secondly, the period of functioning of SEZs waseaged twice: to 2020
and recently to 2026, which still limits the inveent attractiveness of
SEZs to new entrepreneurs and reduces the oppiyrtorbenefit from tax
breaks for a longer time.
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Figure 2. Dynamic of changesin the value and ratio of state aid and investmentsin
SEZs

350% 12%
300% 10%
250% oo
200% o
150%
100% 4%
50% 2%
0% 0%
s, 2005 2006 2007 2008 2009 2010 2011 2012 2013 .

Regiond state aid in SEZs (base year = 2005) (left axis)
Investments in SEZs (base year = 2005) (l€eft axis)

Ratio (annual regional state aid/investmentsin SEZs, base year = 2005) (right
axis)
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Sources: own calculations based on data from the Office for Competition and Consumer
Protection and the Ministry of Economy.

As regards regional distribution, the biggest nominal amount of cumu-
lated regional state aid in the form of an income tax exemption in SEZsin
2005-2013 was granted to entrepreneurs in poviats cat. 11.1, 1.1 and 11.2
(c.a 2,691 min, 2,386 min, and 2,156 min PLN) and in cat. 1.3 (which
reached half of those amounts). In case of poviats 1.2, 111.1 and I11.2 one
can observe that the cumulative amount of public support granted in SEZs
was much lower (below 500 min PLN) (Figure 3). The highest average
ratio of public support in the form of an income tax exemption in SEZs to
total regiona state aid was observed in poviats cat. 11.1 (58.4%), 11.2
(52.2%) and 111.1 (47.5%) in the period of 2005-2013. The lowest level was
reached by poviats cat. 1.2 (22.3%) and 11.3 (29.3%) (Figure 3). This means
that regional state aid in the form of an income tax exemption in SEZs was
of arelative higher importance in the least developed poviats located in all
categories of voivodeships, while other sources and types of regiond state
aid (including more complicated to use EU funds) were more widely of-
fered in the better developed poviatsin Poland.



Regional State Aid in Special Economic Zones 257

Figure 3. Average ratio of state aid in SEZs to regional state aid and average inten-
sity of cumulative regional state aid in SEZs in selected poviats in Poland in 2005-
2013
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As it was stated earlier, the amount of state aid available to each entre-
preneur in the SEZs depends on three factors. (a) the date of receipt of
permission (if it is before 2001, then the rules concerning regiona state aid
intensity do not apply); (b) the investment localization according to voi-
vodeship (different ceilings on regional state aid for different voivodeships)
(Map 1); and (c) the amount of capital invested by an entrepreneur in
agiven SEZ. The highest average intensity of state aid in SEZs (counted
for each entrepreneur without considering date of receipt of permission to
conduct economic activitiesin an SEZ) was observed in poviats cat. 1.2 and
I1.1 (c.a 15-16%) and in poviats cat. 1.1 and 11.2 (c.a 13-14%) (Figure 3).
This intensity level was much lower in poviats cat. 111.1 and 111.2 (7.9-
10.7%). Thus, the highest average intensity of state aid in the form of an
income tax exemption in SEZs was recorded in poviats from the least and
less developed voivodeships, where the ceiling on the aforementioned ad-
missible regional state aid was the highest or moderate, while in case of the
more developed voivodeships, where the ceiling on admissible regional
state aid was lower.
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However, it should be emphasized that this doesconfirm that ceil-
ings on regional state aid matter in this regandtiluhow there have been
only a few cases of companies which reached thénmuam ceiling of ad-
missible state aid in SEZs. Thus, in the caserbsat all entrepreneurs, the
average intensity of granted state aid in SEZsmash below the accepta-
ble thresholds at the end of 2013. The analysisotii regional state aid
map in Poland with maximum ceilings on admissibiéliz support (Fig-
ure 4) and average intensity of financial assistand¢he form of tax breaks
in SEZs allows to stress that both variables atecaoelated. Differences
in the intensities of state aid granted in SEZsragrmoviats were not relat-
ed to the ceilings on regional state aid in voivgdes. Rather than that, it
can be observed that the highest SEZs state a&dsity is in poviats from
relatively more developed voivodeships with goahsport infrastructure
and well qualified labour forc@mbroziak, 2015) (Figure 4).

Figure 4. Regional State Aid Map in Poland in 2007-2013
S\
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Source: own studies based on Guidelines 2006.
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Figure5. Average intensity of regional state aid in SEZ2095-2013.
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Source: own studies based on the Office for Cortipetand Consumer Protection and the
Ministry of Economy.

Impact of Regional State Aid in Special Economic Zones Upon
Gross Value of Fixed Assets in Companies

As it was already stated, regional state aid ircigp@conomic zones has
a specific character and mechanism of receivingl inus influencing,
a region’s economic and social development. Sinsegranted in the form
of tax exemptions from income tax, it is noticeatdeentrepreneurs only
after the period of investment and during the ragaperation of a business
in SEZs. Thus lower tax liabilities should (a) all@ntrepreneurs to in-
crease their investments; and (b) attract exterapital to territories locat-
ed next to SEZs (however e.g. within this same qvilherefore, one of
the measures of the impact of regional state aidtgd in special economic
zones upon the regional development of poviateeschange in the gross
value of fixed assets (GVFA) per company, whicmtdes the directions
and dynamics of their development. Changes in thi&Asper company
result from investments not only within SEZs bugoafrom,inter alia, the
general situation in the country, voivodeship andiat, the quality of eco-
nomic, legal and administrative environment, infracture and labour. To
eliminate the impact of these factors and to réfsedely the impact of re-
gional state aid granted within the framework oZSBn the gross value of
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fixed assets in companies, we divided poviats gatiegories reflecting the
level of their regional development and that of Weévodeships in which
they are located. To this end we compared the odtaverage gross value
of fixed assets per company in 2013 to that of 2iB0g) poviats in the
experimental group and in (b) poviats in the cdrgroup (without SEZs),
broken down by levels of regional development (dalied as GDRper
capita in relation to the EU average) and, in the caséhefexperimental
group, also by average of the intensity of regictate aid granted in SEZs
in poviats.

In the period of 2005—2013 the highest increasgrass value of fixed
assets per entrepreneur in comparison to the dautop (without SEZS) -
was recorded in poviats cat. 1.2 (Figure 6). Takimg account the cumula-
tive values of state aid and GVFA per company ateihd of 2013, one can
say that poviats with an intensity of state aidSiZs ranging between 5-
20% were the biggest contributors to this growttsafa higher increase in
GVFA per entrepreneur in comparison to control graias observed in the
period of 2005-2013 in both poviat categories: &dnt 1.1. In case of povi-
ats cat. I.1, the aforementioned increase wasreédein poviats where
average intensity of regional state aid in SEZs helew 5%. As regards
poviats cat. |.1, where the average intensity afesaid in SEZs was above
5%, they recorded a higher increase in GVFA pereentneur in compari-
son to the control group in the period of 2005-2013

As regards poviats 1.2 and 11.3, located in thssleleveloped (in con-
trast to the poorest and more developed) voivogeshi smaller increase in
GVFA per company in comparison to the control gredihout SEZs was
recorded in the period of 2005-2013. The only ettoapof that was
a slightly high increase in GVFA per company in feviats where state
aid intensity ranged between 5-20% compared tosaveithout SEZS.
A similar situation was observed in poviats catlliand 111.2, located in
more developed voivodeships. with the exceptiopmfiats where the in-
tensity of regional state aid in SEZs respectivedyg below 5% and ranged
between 5-20%.
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Figure 6. Changes in gross value of fixed assets per comjpapgviats with SEZs
by categories, compared to poviats without SEZ20iP5—2012 (in p.p.)
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Source: own studies, Office for Competition and §oner Protection, Local Data Bank of
GUS and the Ministry of Economy.

Summing up this part of the study, we can statettiepoorest poviats,
with SEZs located in the poorest and less developadeships, recorded
the biggest increase in GVFA per company compaoegotiats without
SEZs. It is worth noting that the aforementionedwgh was observed in
regions with a higher average intensity of state granted in SEZs. An
increase in GVFA per entrepreneur in less develdpatnot the poorest)
and more developed poviats with SEZs located is tkeveloped voivode-
ships was smaller compared to poviats without SEZs.

Impact of Regional State Aid in Special Economic Zones
on the Unemployment Rate

Special economic zones were established in Polamadder to,inter alia,

decrease the high level of the unemployment rasemied in the mid-
1990s. Therefore, in this study we wished to vewfyether regional state
aid in the form of an income tax exemption, whitlowd increase the at-
tractiveness of regions to other entrepreneursstadsin reaching the
aforementioned goal. To this end, we have comptredatio of the unem-
ployment rate in 2013 to that of 2005 in (a) paviat the experimental
group, and in (b) poviats in the control group fwilit SEZs), broken down
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by levels of regional development (calculated ad®?@Er capitain relation
to the EU average) and, in case of the experimgntaip, also by intensity
of regional state aid in SEZs.

The highest reduction in unemployment compared remasa without
SEZs was reported in the poorest poviats from atkegories of voivode-
ships (cat. I.1, 1.1, 11.2 and 11l.1). The influe® of poviats with SEZs on
reducing the unemployment rate depended on thgiomal development
and the intensity of state aid granted in SEZspibwarest poviats (in terms
of GDP per capitg with a higher intensity of state aid in SEZs weie
served to achieve some reduction in their unempémgmate (Figure 7). In
the less (in contrast to the poorest) developedamm\cat. 1.2 and 111.2 from
all the least and more developed voivodeshipstatat unemployment rate
was also reduced much more in comparison to theealagroup. However
it should be noted that there were regions in ttpeemental group which
recorded worse results in comparison to those efap® without SEZs.
This concerned poviats .2 and 111.2 from the expental group where
regional state aid was not granted in SEZs. Asrosgall other regions, the
only category of poviats where the control grougorded a bigger reduc-
tion of unemployment rate than the experimentaligneas cat. 11.3.

Figure 7. Changes in the unemployment rate in poviats wit@sSBy categories,
compared to poviats without SEZs, in 2005-2013(m)
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Source: own studies, Office for Competition and §oner Protection, Local Data Bank of
GUS and the Ministry of Economy.
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On this basis, we can say that the biggest and umashbiguous reduc-
tions in the unemployment rate were recorded inptherest and less de-
veloped poviats, where the intensity of grantetestad could have a much
more significant indirect impact on the labour nerkrhese poviats were
from all types of voivodeships, which suggests thatceilings on regional
state aid have not had any impact yet. Partiatlg Wwas the result of the
higher level of basic unemployment rates in therpsioand less developed
poviats.

As regards the intensity of state aid in SEZsaitrot be excluded that
a future increase in the value of regional stateiaiSEZ and a smaller
inflow of investments to SEZs could lead to a daseecin the importance of
the relation between intensity of state aid grame8EZs and a reduction
in the unemployment rate.

Conclusions

Summing up, we can observe that the intensity gibreal state aid granted
to entrepreneurs in SEZs had a positive influentghe social and eco-
nomic development of the poorest and sometimesdegsloped poviats in

Poland, while the more developed poviats with SHidsnot record better
or much better results compared to poviats witl®Ei¥s. The lack of cer-
tainty concerning the future of SEZs in Poland s&p the inflow of new

investments, thus reducing the positive impactspefcial economic zones
vis-a-vis the value of state aid granted to exgsiimvestors in SEZs. This
proves the common and well-known statement thatgoernmental in-

tervention (i.e. setting up of special economicem 1994) leads to the
next intervention: the closure or extension of SE£§vities.
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