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Abstract

General approach about such economical-organizational structures as free economic zones, is
very large and changeable because of faster evolution of the factors that influence their
development, and which further generate a great number of specifically forms and different
ways of their working, and all these later lead to appearance of a lot of organizational models.
This article analyses different organizational models which are on the international scale, and
suggests some proposals in order to improve the one that exists in our country.
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In order to ensure an efficient functioning of free economic zones (FEZ), what should be first examined is the
key problem of its viability, whose solving is determined, to a certain extent, by the choice of its organizational -
institutional model. Its ‘model’ resides on cooperation method of the administration, FEZ activity and the system of
economic regulation of the region development in which FEZ is located.

Among the multitude of various function-specialized FEZ there are FEZs and subzones that have different
economic and juridical mechanisms similar to cooperation types with territorial and administrative authorities.

A decisive role in model determination is played by the one that holds the granti position, that of FEZ’s
organizer with respective status - municipality, public organization or a shipping company.

Another crucial position in characterizing FEZ model is to determine whether the granti itself runs FEZ by
means of especially created infrastructure or it authorizes an economic agent to handle FEZ operation. It is important
to know which economic and legal means the granti uses to entitle its counter-agent to operate FEZ and what is the
legal status of the latter.

Thus, for instance, in FEZ N.82, Mobil (USA), as granti the town council empowered a private company to
operate FEZ. This company issues licenses authorizing the use of FEZ preferences, presenting the customs
department’s interests for users and, meanwhile, defending the users’ interests. All the incomes gained from FEZ
functioning are taxed.

A different model is held by FEZ N.83, Hanswill (USA). Its granti is Hanswill international airport that
organizes itself FEZ functioning, rendering license-based ‘Intermodul’ carriage transportation and handling services
to interested users, offering the U.S. automobile manufacturer ‘Chrysler’ and the Japanese firm ‘Futaba’ the techno
park territory for use and production. Both the latter use FEZ advantages of free spare-part import, brought by the
airline ‘Kargo Lux’ from Europe, as well as the advantages of producing and exporting into other countries goods
other than spare parts for electronic appliances to automotive industry enterprises.

In FEZ, the municipality of Panama-city (USA) employed the head of port authority and his deputy as FEZ
administrators.

For FEZ modelling it is important to clarify its organization principle - the territorial and the status ones, i.e.
whether the FEZ preferential status is extended over its whole territory regardless of the activity type or it is
particularly focused on certain activity types that need the formation of a favourable investment climate and other
preferential advantages. The latter ones are known as viable tools in ensuring structural policy, taking significant
steps in the region’s economy. As for the territorial ones, the zone area is excluded from the country’s customs
territory, and the model itself serves as an instrument for intensifying the socio-economic development of the region
that uses FEZ services.

Taking into consideration those many things appeared recently in the FEZ conceptions, activity organization
and policy formation, the Republic of Moldova is potentially capable of developing its own way to FEZ creation. What
is to be drawn attention upon is that our country differs significantly from the others taken its parameters used in the
process of FEZ creation, and namely: country’s size, small market potential, favourable geo-economic location, lack of
natural resources, presence of skilled labour and low level of integration into foreign economic relations. FEZ created
in the Republic of Moldova differ essentially from the existing zones in small countries (Ireland), open economy
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countries (Singapore) or countries with low technological implementation (Sri-Lanka). Given the fact that the
Republic of Moldova has already ‘borrowed’ from the USA a FEZ model -zones of free enterprise, we will go on with
further referring to a rich multi-year experience of the USA in the creation of FEZ of various types..

The Republic of Moldova is at the incipient stage of FEZ creation, facing already the first barriers. Although
the conditions of the US economic development differ more than significantly from those of our country, the US
experience and approach in regional and implementation tool development concerning FEZ of different types can be
widely used in Moldova. The primary goal the Republic of Moldova wants to achieve is to integrate its national
economy into the world one, using zones as models. For the USA, it is a way to assure the population with jobs and to
increase competitiveness level. As it is known, different goals determine different conceptions of FEZ in two countries.
In spite of goals and conceptions difference, the USA has a series of advantages as compared to our country, and
namely: despite its big territory, market saturation power, availability of resources, etc, the USA holds high-level
management, well developed economic and social infrastructure, high-level culture of entrepreneurship and hard
international currency (dollar).

As an essential condition for FEZ development is a powerful legal basis, the Republic of Moldova does not have
it yet. There are three types of zones in the USA: free trade zones, free enterprise zones and industrial parks. Prior to
the first law on FEZ, free enterprise zones were created in our country according to the American model, without
taking into consideration that in the USA these types of zones were formed with the purpose of developing
economically depressive regions. Although, in our country the goal was a different one - to attract vast foreign
investments and promote exports. Then, after making some alterations to the law, the creation of subzones was
proposed that had to be under the jurisdiction of the central zone. What appeared already in the strategy of
investment attraction and export promotion for the period of 2006-2015 was the notion of industrial park and the
desire of Moldovan authorities to create such structures, claiming their reaching the class of Silicon Valley. We have to
remind that it took Silicon Valley 35 years to come to its current level.

At the end of May 2007, the draft law on technological and scientific parks and innovational incubators was
finalized, claiming the creation of industrial and innovational parks on the basis of two enterprises from two towns of
Briceni and Falesti in the summer of 2006. Later on this option disappeared.

In 2007 it was planned that the technological and scientific park and innovational incubator would begin to
function in the Republic of Moldova. For this purpose 3 mln. MDL as state contribution to the owner’s capital were
allotted to the budget, specifying the park activity period of up to 25 years and that of incubators of up to 15 years.
They could be created as a result of mutual agreement and then approved of by the Cabinet of Ministers and the
Council of the Academy of Sciences. There is no discussion about investors yet. The draft law stipulates conditions for
residents’ selection that will have to provide innovational and technological activity. Necessary financial means to
ensure the activity of these economic and organizational structures will come from public and private resources. Park
residents will enjoy fiscal and customs advantage similar to those the FEZ residents benefit from. Also, some
amendments were operated to the law on customs tariff, resulting in customs duties exemption on goods and services
imported by park and incubator residents. The only thing is unclear - where these parks and incubators are to be
created, the draft law specifying here only on the basis of ‘big enterprises’. The General Director of the Association for
transfer of technologies and innovations of the Academy of Sciences Mr. Veaceslav Afanasiev specified that the first
park and incubator would carry the name ‘Academica’ and would be set up on the premises of experimental plant
‘Aselteh’ within the Academy of Sciences, being currently in the deplorable state. Also, the park would host the
experimental plant ‘Isomer’ and the Institute of Electronic Engineering and Industrial Technologies.

This draft law has not been first lectured in the Parliament yet and it is difficult to make some analysis or
perspectives. Although, certain comments and opinions of business people working in the field of information
technologies can already be heard.

For example, the company ‘Gala Solutions’ set up a call centre that works exclusively with US partners,
bringing no income, which, in its turn, respectively, is not levied any income tax (the perspective of enjoying fiscal
preferences fails).

Another issue to be taken into account is whether both local and foreign investors will have desire to work in
districts, where there is no infrastructure. Of course, some incentives related to office renting, and other preferences
could be granted. What remains is the problem of lodging. Another practically unanswered question is that of human
resources assurance. It is not the idea of unskilled and cheap labour; industrial parks and innovational incubators
need multi-skilled workers, people who know foreign languages, etc. We need not rely on the fact that the country has
to only benefit from using cheap labour, because the average qualification level is rather low and there is a scarcity of
labour even in Chisinau. A solution here might be to invite foreign specialists, but the question is - where to employ
them.

What has to be rebuilt here is the technological infrastructure, communications network issue, etc. Even
Internet providers in Chisinau set a high price for the Internet access, which exceeds the tariffs set for the same
service in the USA. In the districts will the dial-up at local stations cheaper and quicker?

What might be taken into consideration is the fact that in September 2006, the director of ‘Riscom Computers’
Ilie Bagdasarov proposed a project to create a soft-park within the plant ‘Mezon’. There were brought many
arguments in its favour such as territory demarcation, presence of buildings and production workshops, close location
to the facilities of Technical University of Moldova, creating opportunities for the students to perform their internship
there. He analysed the experience of Ireland, Taiwan and other countries, stating that the soft-park is just an
instrument, a strategic goal for the country that will help make an important step in the implementation of
information technologies.
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In fact, current Government’s strategy focuses on the development of FEZ and industrial parks on small areas.
According to US experience, this is an optimal variant, because the creation of China-based types of zones would
require huge investments that neither central nor local authorities could afford. In the new strategy, these FEZ are
seen not only as elements of foreign economic policy of the state, but also as a complex instrument of political reform
that unify regions’ priorities, specific structures and all-level investment projects. This approach allows not only
adjusting FEZ to elements of state’s foreign policy, but also using them in solving domestic problems (creation of
decent infrastructure in towns and villages, reduction of unemployment, halting of migration, etc).

In this context, an issue of FEZ functioning - organising of zone administration, becomes up-to-date. Currently,
the administrative method of handling FEZ activity dominates. The administration is set up and it does not hold any
means for ensuring zone formation. There is no clear delimitation of ownership rights and the rights between FEZ
administration and local authorities, which leads to interests’ disagreement. Another serious problem is the financing
of FEZ administration. It could be put at the expense of local and federal budgets, and might be challenging in case of
their deficits.

Also, there is a problem of organising ways of providing FEZ with infrastructure. The currently accepted
administrative variant has not proved to be viable (given both US and international experience). We also share the
opinion that many difficulties related to forming of FEZ on the territory of the Republic of Moldova stem from the lack
of entrepreneurial-based organising of furnishing and operating FEZ. If the administrative system of FEZ is to be given
a commercial appraisal, this would enjoy many positive moments:

1. to develop this sort of FEZ, as a rule, there is no need of direct state capital investments; they are attracted

on the basis of getting economic organizations, local and foreign banks interested in the venture;

2. state granted subsidies are distributed more rationally and responsibly;

3. state-operated expenses on infrastructure are significantly reduced due to private capital attraction;

4. self-financing of the organization in charge of handling FEZ activity; it motivates the organization to
operate possible variations to increase FEZ efficiency;

5. commercial organizing of FEZ makes it more accessible to enjoy legal status, and more attractive for
foreign investors;

6. guaranteeing and stabilizing of FEZ functioning conditions are augmented, leading correspondingly to the
increase in the attractiveness of foreign investments to FEZ, because in case of changing the activity
economic conditions the responsibility is assumed by FEZ authorities with further payment of
compensations;

7. afavourable investment climate is created for foreign companies;

8. appearance of real possibilities to prevent economic responsibilities of FEZ governing authorities
concerning zone functioning and development;

9. a relatively stable composition of FEZ participants is formed; the participants being in most cases its
founders.

From FEZ activity in the USA and other countries we may conclude that the company in charge of developing
the FEZ has to be set up as a joint-stock company and be registered as the law stipulates. It may totally be part of state
property (including municipality) or have shareholders from interested organizations, enterprises, and banks.

The company running is assured by the board of directors, composed of government representatives, local and
business authorities that determine the zone development strategy, as well as by the board of administration, in
charge of operational handling. The functions of the FEZ developing company are:

- creating of FEZ infrastructure and territorial construction;

- ensuring of property, renting and other property-based operations on FEZ territory;

- mobilizing of financial resources for the zone development, providing operations with securities,

monitoring of FEZ development fund;

- attracting of foreign investors into the zone and organizing of negotiations with them;

- providing of intermediary activity aiming at ensuring economic relations between investors and

entrepreneurs or organizations in the Republic of Moldova, rendering of services for business negotiation;

- ensuring of personnel selection and instruction to work for FEZ.

Besides, the company in charge of developing FEZ plays the role of an intermediary in the process of
registering companies in the zone, helping investors to get ready necessary documents.

In the Republic of Moldova there is a need of systemic approach in the creation of FEZ, whenever we try to
analyse other countries’ experience. Compared to developed countries, where the zone policy is the result of state
regional policy, and to newly industrialized countries in Asia, where the zone policy is an element of industrial policy,
in Moldova FEZs are a sort of socio-economic structure that is not subject to being solved only within the issues of
foreign economic policy or the issue of attracting foreign capital.

To create complex FEZ it is important to take into consideration the fact that the territory size and huge
amounts of resources needed for creating social and production infrastructure in these FEZ dictates the necessity of
stage-based formation of these zones. It is necessary first to concentrate efforts on creating special regime zones and
establishing free customs regime in them. As prototype for regime zones, in our opinion, could serve FCZs in the USA.

For the last years in developed countries town councils have put the basis of forming the policy of skilled
human resources and sources of their financing. An important role in labour training in the USA is played by big
companies that have their own network of educational establishments. The characteristic feature we may observe
here is that the increase in expenses for the necessities of vocational education in the USA lies on the shoulders of big
companies and firms, municipality funds, whereas the state share remains unchanged from year to year - about one
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tenth of overall expenses. Radical changes take place in the area of education maintenance: courses oriented to
performing certain tasks undergo rapid change. Curricula that have an interdisciplinary character enjoy a large
extension. Cooperative forms of education are created when the students combine their studies with production
activity. At the local and state level scientific and research programs are developed, scientific and study funds are
created with the purpose of stimulating cooperation between firms and educational establishments. According to
these programs fiscal bank preferences are established for companies that provide material and financial support to
educational establishments and participate in activities sharing.

It seems that the experience of other countries can serve as basis for the creation of technical-scientific

laboratories, scientific or industrial parks.

Also, techno policies are likely to be created to attract foreign capital for new technology implementation. This

type of zone can function especially for the domestic market.

From the analysis made above we can draw the following conclusions:

1. FEZs are specific territorial and administrative subjects in organizing foreign economic activity with a
preferential financial and customs regime. Therefore, its functioning and mechanism and cooperation with
local authorities has to bear commercial-economic character of a market;

2. The common cooperation object could become the creation of new jobs (sample zone N.83 - Hanswill
airport, USA), ensuring of the local budget (sample zone N.82 - Mobil Port, USA), or increasing of
cooperative potential of the territory on the basis of technological results (‘Shannon’, Ireland, ‘Izmir’,
Turkey).

3. A criterion of efficiency of this type of cooperation between zone administration and local administration
authorities can be the growth of socio-economic level of the region development and diffusing of this
effect obtained from region’s economy development and its boosting resulting from foreign investments
coming from other country’s regions and from abroad.

4. In the Republic of Moldova, the creation of FEZ needs an approach that is based on the analysis of the
experience of other countries. Unlike the development countries, where the zonal policy is the result of the
regional policy of the state, and unlike the new industrialized countries from Asia, where it is in first order
the element of the industrial policy, then in our country will be the case to highlight the FEZ as some
social-economical structures, which go out from the framework of solving such problems as economical
external policy or of the problem of attraction the foreign capital.

5. For the Republic of Moldova is the case to makes some specifications like: the existence of these zones
needs to play a huge role in the development of the economy of our country. From this point of view,
taking in the account the building of the innovation potential and the economic modernization of the
country through the FEZ simultaneously with the activity of functioning of existing FEZ, will be
reasonable to spread their statute and over another regions. Refers to their location near to bigger cities,
to the regions with sufficiently material, financial, and human resources, where already exits at least a
transport, social and production infrastructure.

6. In the elaboration of development plans of the FEZ in our opinion will be reasonable to use the next
principles: creation of FEZ prevalent in the base of functional industrial enterprises, including those with
modern technologies; rebuilding and enlargement of the FEZ already created; creation of small and
medium size FEZ with the goals to urbanize and to develop industrially depressive regions, the utilization
of the relative advantages of all the regions of the country; to create conditions in the regions relatively
developed in the base of the modern technologies.
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