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Abstract

The aim of this master's thesis is to analyze as#ss socio-economic impacts of strategic
industrial zones on regional development. Congyetieé thesis concentrates on current
impacts of Strategic Industrial zone NoSovice @ndlbsest area within Moravia-Silesia

region. The theoretical part is focused on basimse concepts related to industrial zones
and describes their positives and negatives anédbas literature review discusses

potential impacts. Further is briefly defined ldgi®n related to Industrial zones

establishment and also determines system of funaimaigsupport of industrial zones. The

practical part first briefly describes industrialres and its situation within Moravia-Silesia

region. Further it concentrates on analysis of Nb&ovice and socio-economic impacts
related to its establishment and current preselmpacts are divided in three parts on

economic, social and other impacts such as impaaotsenvironment and transport

infrastructure. In the end are defined proposaldusther regional development in other

areas. The thesis is a combination of available,datithor's research and obtaining

information from authorized persons related to thgic. For this evaluation are used

methods such as description of statistical datalyais and synthesis of the findings

obtained.

Key words: Industrial zones, Regional Development, Socio-eatin Impact, Investment

Incentives, NoSovice, Hyundai, Moravia-Silesia oggi
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Abstrakt

Cilem diplomové prace je analyza a zhodnoceni s&oiwomickych dopad
pramyslovych zén na rozvoj regionu. Konkrétje prace zagiena na sotasné dopady
SPZ NoSovice na nejblizsi okoli v ramci Moravskasl&ho kraje. Teoretickist nejprve
vymezuje zakladni pojmy souvisejici sipryslovymi zénami, popisuje jejich mozna
pozitiva a rizika a na zakladiteratury diskutuje mozné dopady. Dale je vymezstigné
legislativa souvisejici s pmyslovymi zénami W CR a také moznosti podpory a
financovani pimyslovych zon. Praktickdast nejprve stitn¢ charakterizuje mgimyslové
zény a situaci Moravskoslezského kraje. Dale seki&in® zan®fuje na analyzu SPZ
NoSovice a socioekonomické dopady na rozvoj regisauvisejici s jejim vznikem a
pusobenim. Dopady této jonyslové zény jsou roztkny do ti ¢asti na ekonomické,
socialni a ostatni dopady, které zahrnujitildpd dopady na zivotni prasdi a dopravni
infrastrukturu. Na z&r jsou definovana navrhy pro dalSi rozvoj regionyinych
oblastech. Prace je kombinaci dostupnych Zgdndpstniho Séeni a ziskavani informaci
od powrenych osob z problematiky. Ke zhodnoceni jsou \ciptéké pouzity metody

deskripce jiz znamych dat a zarévenalyza dat a syntéza ziskanych pozinatk

Key words: Pimyslové zény, Regionalni rozvoj, Socio-ekonomickéatly, Investini
pobidky, NoSovice, Hyundai, Moravskoslezsky kraj

JEL classification: E220, E240, R230, R110
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Introduction

Industrial zones are usually established in damljnstructurally affected or other
disadvantaged regions where they should assureshefrent of the economy, create new
jobs and generally secure prosperity to the afteotgion. This situation reflects in recent
years a massive construction of industrial zone€zach Republic which brought many
impacts to their closest area as well as to thensgwhere they were built. Current and
future success of the industrial zones is conneuat#ldl the chosen area and its given
characteristics, investor who aims to establishm@nufacturing there and also with the
support from state which has several tools sudhwestment incentives how to attract the
investor and create for him the best conditionsids. One of the cases is establishment
of Strategic industrial zone NoSovice for Korean rraanufacturing company Hyundai. So
far it was the largest project from Czech statefdoeign investor in volume of investment
incentives received. Moreover, it is probably thestmpublicly known Strategic industrial
zone in the Czech Republic due to circumstancestwdiccompanied the whole process of
establishment. Therefore in my thesis | would likeshow the importance of strategic
industrial zone NoSovice and to reveal its impamisregional development and further
assess and discuss its real contribution to repaealopment.

The general aim of the thesis is to analyse anthdurassess the main socio-
economic impacts of industrial zones on regionaletment, concretely current socio-
economic impacts of strategic industrial zone N@S®establishment on its closest district
within Moravia-Silesia region and related municipaNoSovice.

Thesis is divided into two main parts. The firgdhetical part describes in the first
chapter basic terms, concepts related to indugtoiaés such as Brownfield, Greenfield or
division of industrial zones and factors of locatinn. Second chapter describes the
positives and negatives of industrial zones. Thagsell on literature review discusses
potential impacts and controversial points overithpacts. Further in the third chapter is
introduced the state support and interventions lwlaoe provided to industrial zones,
followed by brief description of Czech legislatiframework and main subjects who are
related to industrial zone’s funding and administra namely Ministry of Industry and
Trade and business and investment development w@zschinvest.

The second practical part first describes in clrafpper main socio-economic

characteristics of Moravia-Silesia region, followdxy brief introduction about the



industrial zones in the region. Further it concatas on analysis of SIZ NoSovice. In the
last chapter number five are assessed the maim-eoonomic impacts related to its
establishment and current presence. Impacts argedivn three parts. First part discusses
economic impacts which reflects main economic iattics such Gross Domestic Product,
unemployment rate, average monthly wage etc. Fallgveecond part evaluates social
impacts reflected in population changes, crimigabbcial life in the nearby municipality
and local communal activities. The third part diss and assesses other impacts such as
impacts related to environment protection and pwes®n or impacts on transport
infrastructure. In the end of the practical pag arentioned several proposals for further
regional development in areas which were not maetio

For this evaluation are used methods such as g@éeariof time series and
statistical data from credible sources, analystssymthesis of the findings obtained.

During the thesis-writing process there were se¢ise auxiliary questions to meet
the objectives of the thesis:

1, What are the economic impacts on related area?

2, What are the social impacts and impacts on @oipnl?

3, What are other related impacts of the SIZ Nasfi

4, Are there some recommendations for further pasdevelopment of the region?



1 Industrial zones

Industrial zones does not have a long traditioniyghe Czech Republic, first of
them were established in the mid-90’s of the lasitury in relation to establishment of the
agency Czechlinvest. After 1989, there were feworegistructurally affected by heavy
industry decline due to political and economic egsttransformation. Therefore, most of
the industrial zones took place in those regiona &solution” or “refreshment” to their
socio-economic problems like high level of unempieyt, etc. Thus, industrial zones
generate many socio-economic impacts to the redioth, positive and negative. From the
very first beginning it is worth to mention that @hassessing the impacts, always depends
on point of view and related stakeholders to trodjam.

First, it is important to clarify some importantrtes and concepts related to the topic
of industrial zones because there are several@st and sources. Thus, first chapter
defines those terms and also types of industriaéz@nd their division.

1.1 Basic terms and concepts

Industrial zones can vary by size, area of estaflent, investor’s intention, etc. and
amount and type of support or subvention partlyedelg on that. Also, as was mentioned,
in some cases, there is no consensus on indugtis’'s taxonomy. Therefore it is
important to define and explain main terms of ttupic which uses Czech Republic,
represented by Czechinvest, Czech Investment asth&s Development Agency, in its

funding programs.

Industrial zone (Enterprise zone)

According to Rules of the Industrial Zone Developtin®upport Program (RIZDSP),
industrial zone is described as a comprehensiveintmus area of approximately
rectangular shape, defined in the binding part hef &pproved zoning plan of large
territorial unit or the approved zoning plan asamea currently covered by objects, used
mainly for industrial production, trade, servicesas an area which is suitable to be built-
up mainly by objects for industrial production,dea services. If this is not an industrial
zone prepared for a strategic investor, the arest ipe at least 10 ha in the case of a

project implemented in not build-up areas, or aslé ha in case of a project implemented
3



in built-up areas but unused territory. For indiastzone in this program consider also the
territory in which you can place objects in indigtproduction, trade and services on the
basis of a conclusive decision on the building'saln. The industrial zone is also
understood to be intended for the science and tdoby park (Vindeman 2005, 3).

In a more simple way, 1Z is generally defined amplex set of compact universal
objects suitable for a light, hygienic safe prottwttwith sufficient transport and high
amount of green in between single objectsifBrslové zony, 2014b).

According to an official web engaged in 1Z in th& @Ptimyslové zony, 2014b) in
these zones, complex operation is situated inrtheripart of the zone which are usually
not fenced and with possibility of free movement tbé visitors within the object.
Therefore it is united complex of industry and &8 with many integrated functions of
professional character. The whole 1Z complex thas & possibility to use the common
support of each company within the zone by inforamatsharing, consulting, common
promotion or to utilize international contacts.

In addition, 1Z and their origins are not only arremt trend, but it is an economic
necessity both in case of large regional townsitbescwith small population. The main
proof is the grooving amount of these sites in @mch Republic. Establishment of 1Z
brings great benefits in terms of job creation attter opportunities related to investor’s
invested capital. New jobs mainly positively infhoe regions with high unemployment
rate because investment and newly created jolsidden opportunities for other suppliers
and other related services. The main interesteatarg, building and developing most of
the IZ has the local government, which aims tcaattnew investors, who will create the
new jobs not only for the city’s inhabitants busalfor other people from that region

(Pramyslové zony, 2014a).

Strategic industrial zone (SIZ)

Vindeman (2005, 3) further describes Strategic stidlal zone as a zone which size
is at least 200 ha in case of its establishmert @seenfield or at least 100 ha in case of
Brownfield. Zone sizes are determined on the bakiSzech Government Resolution or
documents of strategic nature such as zoning (le@lplan. Also under this heading are
designated zones that are prepared for signifizasérious investor.

In Czech Republic there are 7 Strategic industz@es (Czechlnvest 2013): 1)
Joseph SIZ Most, 2) Triangle SIZ Zatec, 3) KoliZ,4) Mosnov SIZ, 5) HoleSov SIZ, 6)

No3Sovice SIZ and 7) Skoda Pi#81Z as you can see from the map below, except &kod
4



Plzeai. In addition, the first 5 above mentioned SliZl $tdve available capacities and they

are not fully occupied. The area of SIZ NoSovicalisady completely occupied.

Figure 1: Strategic Industrial zones in the Czech Bpublic
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Sources use severgpes of investors therefore there is a brief description of the

differences by RIZDSPVindeman 2005, 1):

Supported investoris a natural or legal person who is committedhe PZ to

create new jobs in the manufacturing industry (pkdbose with a focus on primary

processing of raw materials), in the fields of telgic services, technology centres and

research and development.

Serious investoris considered as an investor who received an @ayppermit on

the building use allowance or building permit, dscaa permit on the location of the

production hall construction in the 1Z. Productioall area must reach a minimum area of

1000 m2. In case of use for strategic servicestaaknology centres the minimum area

must reach 500 m2 (Vindeman 2005, 1).

Significant investor becomes an investor who has submitted an applicdar

investment incentives or submitted a grant appboatinder the Framework Programme

for Support of Technology Centres and Centres nices (Vindeman 2005, 2).

Strategic investoris defined as an investor who intends to create jobs in the

manufacturing industry (except those with a focagpomary processing of raw materials)
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on the area of IZ and also intends to invest imgitale and intangible assets more than 4
billion CZK and also create more than 1000 jobgh# strategic investor considers jobs
creation in strategic services, technology cerdaresscience and research, then must spend
at least 1 billion CZK, while creating more tharD56bs (Vindeman 2005, 2).

Investment incentives

Investment incentive is described by Bagek (2006) as a term expressing targeted
benefits for investors, financially appraised, aado serving to influence investor
decisions in favour of investment in the countrypv&nment provides incentives to the
investor either through direct financial supportradirect support, which means providing
relief from certain conditions that state requiiresn the company. More about investment

incentives androreign Direct Investmentwill be explained in chapter 3.

1.2 Division of industrial zones

One of the initial and most important investor'sigens the location where he aims
to do business. It could be a dilemma whether tabéish it on an already used plot, an old
industrial areas known as “Brownfield” where younaxpect higher cost for renovation
etc. or whether to establish the business on b plot so called “Greenfield”
according to own ideas but at higher initial co8tsth of these types where is possible to
establish a new industrial zone is worth to take consideration.

There are several attitudes how to divide industames. Basic division iby type
of locality and we divide them as Brownfield (realization onbailt-up area) and
Greenfield (realization on undeveloped area orégréeld”). Thus, a brief description of

these two terms is explained below together widirtadvantages and disadvantages.

Brownfield

Agency CIl (2014b) defines Brownfield as a propditgnd, building, premises)
which is not effectively used, also neglected andsfbly contaminated which represents
burden for environment. It arises as a remnannddstrial, agricultural, residential and
other activities. Rydvalova and Zizka (2006) adust Brownfields are old and not used
objects located both in urban areas or free laqmsead typical characteristic is that they

were used for economic activities.



Authors also explain that Brownfield can be refdrte a concept of “depressing
zone”. The main cause of Brownfields authors indicas restructuring of the economy
coupled with a decline in the primary and secondsegtor evidenced by the gross
domestic product and employment (Rydvalova and &i2006). Other positive and
negative effects of Brownfields are mentioned be{bNadik 2005):

Advantages:

» Fast move-in possibility, easier further move-in

» Relatively low initial costs and smaller busindaabilities

» Possibility only to rent the object

» Enables relatively easier and fast run of operation

* Proximity to urban centres, existing technicalastructure

» Urban buildings compactness, residential, transaiodt other ties of citizens to the city

Disadvantages:

» Unfavourable initial image

e High probability of building reconstruction, moderation or remediation of
environmental damages

« Danger of other inconvenient situation detectiorihwtonsequent cost increase or
operation delay

» Investor’s distrust to its possibilities opposdree area of Greenfield

Greenfield

Greenfield is most commonly known for environmelytalean site without prior
building development or it can be called as develept on a “green field” (Kunc, Tonev,
Klapka 2008). Rydvalova and Zizka describes Gredhfias an intention that is by
planning documentation predetermined for commemnriaésidential purposes only.

Its positive and negative effects are summarizéalhbéHladik 2005):
Advantages:
» Tailor-made solution for particular investor, ownage
» Zero cost on renovation
* 100% ownership control (own management and emposesruitment)
* No (minimal) environmental damage

« Own corporate culture



Disadvantages:

* High initial investment costs (building and puttimgo operation except the case of only
renting)

* Time-demanding putting into operation (employeesruigment, requalification,
training

« Demanding administration (bureaucracy, buildingygroccupancy permit, etc.)

* More serious liability

 Insecurity of good building’s tradability

» Supporting suburbanization process and changepatiaktemporal behaviour of the
population

» Weakening the position of the city and urban ties

» Time-consuming commuting and related traffic cotigas

In relation to the topic, Kunc, Tonev and Klapk®@8) raises a question whether
to prioritize 1Z in form of Greenfield or Brownfidl They conclude that in the CR is more
common to build on a Greenfield than to revitakeeady built areas. Jez (2008, 4) adds
and confirms the Czech evidence that maybe it issambvious at the first moment, but
generally, establishment of Greenfield is mostheaer than Brownfield and more
preferred by investors. On the other hand, Brovishfieas higher societal contribution but
at much higher renovation costs.

Finally, according to Hokkova (2013, 28) it is obvious that both these e
have its positives and negatives, but primarilgepends on assumptions and needs of
particular locations. Thus, it is not entirely aleghich of the solutions is more suitable

both from economic and social criterion.

Furthermore, a study called “Industrial parks depaient — programme for Czech
Republic”, which was drawn up for Czechinvest agemg foreign consultants, defines
basic types of industrial zones and development pls: local industrial zone, regional
industrial zone, strategic business industrial paiksiness park of regional importance,
business park of national importance, and spe@atldpment park (RRAIJM 2006, 28).
But this division faces a problem of correct taxaryoand definition of zones and it is

difficult to recognize a difference between zond park. In general, industrial park should
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represent a higher standard in terms of environnmaahagement and services provided
than an industrial zone. However, the differenbiatis not easy, thus it can be more
practical to divide theones by importance and size criteriofRRAJM 2006, 29):

Local industrial zone — it is defined as not too large plot with suféict transport
accessibility. Premise is a connection to adequegehnical infrastructure and
communication technologies. One of the most immbrtaharacteristics are low
construction and operation costs and appropriagenbss environment in that area.

An example in the CR: IZ Pobkelice — South Moravia Region (Meova 2008, 33)

Regional industrial zone — this type is a larger industrial zone close to a
municipality with at least 40 000 economic actimbabitants in maximal driving distance
45 minutes. There are very high requirements ohnieal and transport infrastructure;
optimal would be connection to a communication fclass or highway and a railway
connection. There should be designed parts fotlancand industrial use as well.

By the first two types an important role plays oewil development agency as a
promoter of those zones.

An example in the CR: IZ Znojmo, 1Z Ostrava — HragMakova 2008, 33)

Zone of strategic importance— a completely prepared area with minimal size of
100ha (by using Brownfield) or 200ha (in case oéésifield), preferably with resolved
proprietary relations, and in only one public adilmwnership. Most favourable location is
close to a highway, railway and airport. This zdeepresented for large (strategic)
investment projects and in the zoning (land usehnps emphasized its industrial use.
Another condition is 180 000 inhabitants in drividgstance up to 45 minutes. It is
desirable to have a professional implementatiom tiest this type of zone.

Additionally, strategic zones preparation is realizn cooperation of Ministry of
Industry and Trade with Czechinvest and local govent (Czechinvest 2013(1)).

An Example in the CR: SIZ No3ovice, SIZ Kolin, Skoda — Plzie (Magkova
2008, 33).

To sum up, Local industrial zone has only genetahemic importance. It does not
create many new jobs as Regional industrial zonewdit the same time has an impact on
the whole region as well as a greater economictimmdor both municipality and region.
The greatest economic impact has Strategic Indlistone. Its establishment can have a
significant impact on the whole country’s econonmd asupply many new jobs. It is

connected with innovations and technological dgualent. Larger and of higher quality



industrial zones creates better multiplication @ffehich in the end increases GDP growth
(Mackovéa 2008, 34).

Another author provides othelassificationy for exampleby ownership we divide
the zones to private industrial zones which wetal#ished from private society initiative
or public industrial zones which are in municipgtor city’s ownership (PetroSova 2005,
8).

Last mentioned division idy principal (prevailing) activity in the zone to
administrative, business (commercial), manufactyrstience and technology (PetroSova
2005, 8).

1.3 Localization factors

Before we start to talk about socio-economic effeat the industrial zones on
particular region, there will be briefly explainedme important localization factors and
points about localization which usually have a gigant influence on investors decision
where to establish the industrial zone.

Authors Wokoun and Damborsky (2010) define lo@dian as a process of locality
selection for a particular activity; each locatitven has some natural resources available
and combination of such sources should be optioraé€onomic activity location. Other
authors then explain localization as a multidimenal economic problem which is not
related only to subjects who are interested inagc to particular area but also subjects
already acting in that area (Macle&, Toth, Wokoun 2011).

BlaZek and Uhti (2002) define localization as the process of sielga site for a
particular activity, offering optimum combinatiorf cesources which minimize costs,
assuming that firms maximize profits. But localimatfactors should not be considered as
static, since their meaning changes over time.

When it goes to spatial organization of productianthors explain that it reflects
relation between demand, supply and price whicledép on distance’s influence on costs,
potential sales, hierarchy and relations of contipeti conurbation zones and
transportation corridors, level of dispersed popottaand population impact on market
zones creation, consumers mobility, etc. Whereasstiijects of localization are not only

comparative advantages or economic effects; impbeee also its effects on the territory,
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ways of scarce resources and available capacitgsbdtion, or spatial distribution of
economic and institutional systems (Mag&é Toth, Wokoun 2011).

To sum up above mentioned ideas and other thearetitdence from these authors
(Mach&ek, Toth and Wokoun 2011), tkey localization factorsare:

A, Transport - producer will locate nearby the market (salex@) in case that its final
product is of large volume or weight or deteriosatast. Or he decides to locate the
production nearby the source of natural resouresdriés of production) in case of
resource-demanding production.

B, Distance from competition - that is important especially for small and meudliu
enterprises.

C, Human resources- prior is their price, quality, structure and guativity, additionally
can be important also the rate of unemploymernit (& too high, it demotivates investors
because the labour force can seem as unemployable).

D, Technical and social infrastructure — decisive factors are infrastructure’s quality,
density and price.

E, EIA (Environmental Impact Assessment) — a complexgtigation of expected impacts
of planned intentions on environment. In recentrye#& has crucial importance in
enterprise’s location.

F, Natural conditions — this factor is of decreasing importance in réogrars due to
technological development and decreasing transpsis.

Other reasons that may encourage investors (pkmtig large and multinational) to
localize can be according to BlaZzek and WK#002) an effective legislative framework,
corruption-free environment, efficient bureaucradyancial system and unrestricted
foreign trade, proximity to the homeland (resp.eharcompany), market potential and
stable political and economic environment.

Finally, among other factors which have indirectpaat on localization belong
internal environment in the company, image of theniwipality (region), tradition, habits,

history, ties of citizens or businesses to thettewy, etc. (Blazek, Uhti2002).
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2 (Socio-economic) Impacts of industrial areas on theegion

With any new establishment of industrial zone nudghe people have first on mind
its positive effects such as new jobs creation stadt up business environment. On the
other hand it is also important to think about gassrisks and negatives which the 1Z can
bring. Even more important what about to thinkiet fis what is the reason to build a new
IZ in particular area and what problems it shodtvs. Moreover, when a municipality or
state aims to build a new IZ on its area, they khthink how to impress potential investor
and how to be prepared as much as they can to luffethe best conditions for business
development. On the other hand it is wise to haxst & confirmed contract with the
investor to avoid uncertainty of having createdustdal zone’s base without investors and
having problems to occupy such area which canno¢toened into initial shape. Thus, this
chapter discusses the socio-economic impacts ditydar region based on literature and

evidence review.

2.1 Assumptions of industrial zones creation

There are several reasons why to build a new I4s Bubchapter discusses
characteristics and interesting points relatedZareation based on scholar studies and
other evidence, mainly from the United Statedso, as an assumption of I1Z creation can
be considered everything what precedes the physieation, i.e. everything what should
the municipality or state do in advance to attiagestor to choose their location and run
business in that IZ (M&ova 2008, 34).

Several authors agreed that enterprise zones asflymestablished to stimulate
economic activities both in urban and rural arddisa6una and Michael 2005) because
economic development is accompanied by social dpwetnt (Hebert et al. 2001).
Another common characteristic of enterprise zorsesdncentration on manufacturing
production (Peters and Fisher 2002). Except ecomamotivity stimulation it is also
desirable to restrict leaving of businesses fromséheconomically declining regions
(Bondionova, Engberg 1999). Hirasuna and Micha@0%) further develop this idea these

! In the United States, the definition of industdahes slighty differs from the Czech Republic. Thean be called as
~enterprise zone" (EZ) which is characterized astiyceconomically disadvantaged, neglected areashwdre provided
by tax and other reliefs in order to support empiept and economic growth. The difference is thanlthe CR does
not include residential and other areas. For mafi@iination see charter 1.1 (Hokéva 2013, 5).
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zones are compared to other areas characteristioigher unemployment rate, lower

incomes, lower labour supply (or lower well-paiddar supply), larger areas of unused
land or higher amount of unused property. Thuspmtog to Rubin and Wilderova (1996)

primary aims of enterprise zones in these econa®atining areas are job creation, used
usually as a measure of zones success, and pmvagors attraction which should result
in creation of comparative advantage in that arbechwwould reverse negative economic
development.

On the other hand, there are opinions againstdis& of enterprise zones as a tool
of economic refreshment in disadvantaged areassHira and Michael (2005) found out
that enterprise zones are probably more successfalready established economically
prosperous areas than in stagnating or declinireg.olm such cases, important role also
play criteria for benefits acquisition within th& Bhe more they are complicated, the less
they will lead to an economic activity growth. lelation to this fact, Hebert et al. (2001)
notice that if the zone is transformed to an emieepzone, then there should be reflected
not only economic opportunities but sustainablestitgument and strategic vision as well.

Nevertheless, industrial (enterprise) zone studas deal with several problems.
Rubin and Wilderova (1996) argue that there isrsufficient amount of quality data and
it is difficult to divide effect caused by enterg®izone definition from other economically
development factors and initiatives. Greenbaum Emgberg (2004) point out that except
the lack of data it is problematic to generalizeeggch results due to enterprise zone’s
heterogeneity and also distortion of obtained dfata officer’s, entrepreneurs, locals and
other subject’s (who are interested in enterprig@)ainterviews. In addition, Greenbaum
and Engberg advice that for correct measuremettteofncentives impact on investment
decision it is useful to investigate gross flowewhthe enterprises arise, decline, expand
and how these movements contribute to net chang¢éhdfmore, Busso and Kline (2008)
miss concentration on detail regarding to aggredata use. Finally, the lack of actual data
Is causes the fact that enterprise zones does o any statistical unit, such as
municipality or district, for which are usually daprovided (Moore 2003). Thus, as a
statistical unit is usually considered a districtoounty where is the 1Z located but the
problem is when the statistical unit is too largatithere can be many other subjects which
can distort the data or even other 1Z can occur.
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On the other hand, below are listed the most sgant positive and negative
impacts related to industrial zones presence fraect Republic’'s realty, supplemented

by brief explanation.

2.2 Benefits and positive impacts

According to several authors studies and otheruress, there are listed with brief
explanation the main areas on which have industaagés positive effects:

Macro-indicators — Arrival and presence of new investors decreattes
unemployment rate in the region. Thus, GDP risdsa#t in a short term because in long
term the new IZ should replace present declininggoss (i.e. coal mining). Increased
labour productivity should increase also wages.dlgut leads also to rise in exports
(MPO 2004).

Investment to new infrastructure (transport, technical) — With 1Z establishment
always comes transport or technical infrastructtolestruction because IZ locate usually
on the urban periphery or free plot where is neagsso built completely new
infrastructure network, especially to connect itpi@sent road and railways. Thus the
transport can be diverted from city centres whati$eto improvement of environment and
quality of life in the cities.

Synergic effects on regional development Industrial zone creation is one of the
regional development tools. Cities and municipaditput efforts to make the region more
attractive for the investors and prevent the rediom population outflow. Arrival of new
investors and their managers causes increase infuseal services and leisure activities
(hospitality, sport centres, shopping areas, wefinetc.) which reflects tourism and other
sectors development. Thus, even less attractiveonggdevelops which decreases
differences among them. Other great benefits ardsfugoing to public budgets (Wokoun
et al. 2010).

Localization — In case of strategic investor, its suppliers Ugund to have a
manufacturing plant close to the SIZ which enablest savings and more efficient use of
sources and increasing competitiveness on the msarkeis mutually beneficial. Also
shared public transport and development of supp&ainccan occur. Basically it creates a
little industrial city (Wokoun et al. 2010).

14



Increasing demand for Real Estate- A new establishment of IZ makes free sites
and real estate in near and even bit distant kesimore attractive.

Utilization of Brownfields and other objects intended for business— New 1Z
can attract more suppliers who can utilize olderawnding industrial objects and do not
have to build a new plant on a Greenfield.

State benefits provided— In case of IZ state offers to entrepreneur fongn
subsidies in forms of subsidized loans, state guees, initial investment subvention, new
created jobs subvention, tax reliefs, social analthansurance discounts, etc. Inflow of

foreign capital and investment of domestic investorthe 1Z occurs (MPO 2004).

2.3 Risks and negative impacts

Following the previous subchapter, based on sewartiior’'s studies and sources
synthesis, in this one are listed the main areasravban have industrial zones negative
effects, complemented by brief explanation:

Abuse of provided benefits -this situation can occur when the investor onlysuse
the benefits provided by state and after a necgsisae period leaves for another benefits.

Risk of resignation— In case of less attractive 1Z in the end caralpFoblem to
reach predicted occupancy. Business plan is ndt meaestor cannot obtain the loan,
needed partners and finally resigns from the ptojadhe end for city remain empty sites
and debts for several yeafSirféura 2005).

Irreversible damage to the landscape and environmén- Construction of large
enterprises in a distant area causes many negfeet like noise increase, higher dust
level, local environment pollution, or damage oé loads from truck which do not use
only main communications but also lower-class ragalag through urban peripheries and
neighbouring villages. Also the danger of ecolodisasters arises. Another problem is
suburbanization process deepening in relation iitbonstruction which can have a fatal
impact on landscape character. This pattern ocespecially in former communist
countries (Horékova 2013, 18).

Increase in Real Estate (property) prices in the ¢inity of new IZ — Already at
time when the proposals about the possibility dustrial zone establishment in particular
area are made, it leads to speculations with nelariy and real estate. The speculations

consequently increase its prices.
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Unsatisfactory Real Estate according to investor'sequirements — Investors
usually have high requirements on the state oflings which can collide with the realty.

Political factor — Support of large strategic projects from pabtis is highly
publicised which brings the risk of populism andergfore reactions from public.
Politicians then usually tend to ascribe the susfcé®stablishment of the strategic zone
(at the expense of small and medium enterprisesakded crowding-out effect). It results
in unnecessary burden on national budget (Jez )08,

Resistance (opposition) from residents- Citizens from surrounding area usually
disagree with the initial intention of 1Z establsént for several reasons such as
environment pollution, waste of public funds forettconstruction and investment
incentives. Other reason could be the land purchadeacquisition for place here should
IZ stay and related problems (Wokoun et al. 2010).

Market distortion — Jez (2008, 8) explains that selective investmecgntives
interrupt the assumption of economic theory thaiiteh is efficiently allocated under
condition that all returns from business are talgdhe same level. Because in a market
economy distribution of capital and goods has #raesimportance as production. Thus,
investment by subventions and selective tax reldifects to projects which are at
particular time preferred instead of investmentchhis based on profit (Patria Finace
2007).

Selection effect— Today it seems that state supports mostly laayeign
companies and thus creates enterprises which siréez (2008, 8) explains, “too big to
fail”. That means a high risk for state.

2.4 Controversy over impacts

Even after taking into consideration above mentiopm- and counter- arguments
about industrial zones, still it is difficult to suup whether it has conclusively positive or
negative effects on region. Below are mentionecmotmportant findings from evidence
and literature, divided into several main sectiansich can confirm and also refuse above
mentioned reasons.

First section will explain whylndustrial zones can be considereds a tool to
overcome economic burdensWokoun et al. (2010) states in a publication al¥éureign

direct investment and regional development thaalficontribution of 1Z exceeds its
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negative impacts which are usually evaluated asmmain Based on 9 case studies, this
study identifies socioeconomic and environmentgdants of industrial zones in the Czech
Republic. It concentrates prior on changes in egimpknt, GDP, incomes, budgets of
municipalities on whose cadastral area is 1Z latatempetitiveness of the region, labour
supply fluctuation, employees’ commuting distaneayironmental distortion (air and
water source quality, noise), impact on criminalitpusing capacities, changes in nature of
landscape, impact on surrounding infrastructuregaich on nearby city or municipality
image and building up PR in the region. In the emthors assess industrial zone’s
presence in summary positively with significantipes impact on employment (Wokoun
et al. 2010).

Another interesting point brings to the topic fimgl of Bostic and Prohofsky (2006)
that from welfare point of view of individuals wheere employed based on Program of
Enterprise Zone Support is clear that participatromdustrial zone is more profitable for
those who were before entering the program relgtiveorer. Additionally, in general the
income and wage benefits were observed only iroet stin.

Secondsection gives reasoning theterprise zonescan or cannot be source of
employment. Oppose to the above mentioned positive impact&rahthors researching
enterprise zone’s impact on employment in Califaragree that EZ does not bring
significant benefits to the target area (Neumartt Eonlko 2010). In their opinion, these
EZ reduce the amount of initial firms and suppaodreasing tendencies of the companies
within EZ (Neumark and Kolko 2010).

Another study about concept of enterprise zore tasl for economic development
in conjunction with minority ownership shows thaf Bctually contributed to enterprises
development and some kinds of jobs. However, compan minority ownership were not
accepted as important participants of the progi@oerova 1993). In addition the study
comes up with a general conclusion that incentines necessarily change economic
behaviour in case of localization, revitalizatiamdgob creation within the EZ (Gloverova
1993).

On the other hand, Bondionova and Engberg (1989at find any direct tie in
relationship between incentives in zones and laaployment. Neumark and Kolko
(2010) reason this weak effect of incentives onngimew people in EZ within total
employment as a problem that incentives are provide disadvantaged workers only,
thus it leads only to a substitution of high quadifworkers by less qualified. Occasionally

it is possible to substitute labour by capital agomsequence of more advantageous
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incentives. Additionally, authors argue that inezptise zones the employment would be
created even without incentives (Neumark and K@80).

To sum up, some studies maybe confirms relationwdsn the program for
enterprise zone support and growth of economiwiggtincluding employment, but some
authors claim that such a complex economic growdls wossible to gain only in some
urbanized areas (Rubin and Wilderova 1996). Autlteatd that direct relation between
development incentives and investment growth wagsofirmed; some companies within
the zones created or extended their activities ewdhout incentives because the
traditional localization factors like market vidipior transport accessibility are generally
more important than investment incentives (Rubich AhAlderova 1996).

To have a case related @zech environment BaStova and Dokoupil (2010)
derivedthree basic negative impacts of industrial zone sygort (Plzex - Borska pole)
on labour market in Plzex related to local labour force quality, nationaldyucture and
level of real wage per month:

1, In case of labour force quality authors obsermgatessure on it degradation. Industrial
companies, especially foreign investors, requirerenmanual skills with elementary
education rather than higher educated workforce.

2, Impact on real wage per month authors assessiramal as a consequence of low
wages which are one of the main attractions foeifpr investors. Therefore it is less
probable that investors would increase wages oreresgs of higher production costs. In
fact, investors more likely decrease wages to reguoduction costs, especially if there is
a high competition of labour supply in particulaegion (with high level of
unemployment).

3, As a consequence, Czech citizens do not wanbthk at these conditions despite a high
level of unemployment, thus a paradox occurs thedc@ investment incentives helps to
solve unemployment problems in neighbour counthesause finally are hired mostly
Polish and Slovak nationals, followed by Ukrainianglongols, Moldovans and
Viethamese.

Based on these three negative facts, authors amthat initial aim to create new jobs for
local workers suffering from industry restructuriimg the city is not fulfilled (BaStova,
Dokoupil 2010).

In the end of this subtopic there is other evideinom Czech Republic. Hlavak
(2002), on case of Chomutov region where the uneynpént increases since the 90’s of

last century explains, that its main causes arémieg traditional mining industry in the
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region and consequent orientation on servicesudnaty tourism, which unfortunately
cannot absorb all released labour force. He seesdlution of high unemployment rate,
among others, in regional industrial zone’s suppast well as local economy’s
restructuring and diversification towards manufaoiy industry and strategic services
(Hlavatek 2002). Also, Hlawéek (2002) assesses IZ's impact on employment asivens
but he warns towards future that under pressurenatual competition the increasing
amount of industrial zones will lead to a situatishen it would not be possible to assure
investors for all of them. On the other hand, autirgues that 1Z are not able to absorb all
released labour force because the release pracéaster than new jobs creation process
(Hlav&ek 2002).

Third part mentiones several points relatedldoalization factors other from
already listed. As important factors of localizatir enterprise within the zone, Hirasuna
and Michael (2005) identify for example distancenir customers and suppliers, costs
related to recruiting and requalification of emp@eyg or costs related to environment (such
as sanitation of ecologic disaster, assimilationdw environment which requires specific
conditions, etc.), intense traffic and increasedfitt jams in the area, cultural and leisure
time opportunities nearby the area. Finally, altcaetion by the locality itself or other
altruistic reasons can be a motivation to locabmsiness in the zone (Hirasuna, Michael
2005).

Other important factors which can have an influenoethe EZ support explain
Turner and Cassell (2007). According to authors mhore probable that states will adopt a
programme to support enterprise zones in casethlegthave higher share of urbanized
population or in case that their neighbour coustakeady have implemented such support
programme (Turner and Cassell 2007). Additionaliythors found out that despite
enterprise zone adoption should have mean a stdteiding to life condition’s
improvement in the most neglected areas of the tdesn this bound was continuously
weakening due to internal political demand, asresequence of political and bureaucratic
apparatus emphasis, and external competition iasimvent and amount of opened jobs
(Turner and Cassell 2007). The final effect caubatl from spatially targeted programme
oriented on disadvantaged areas aid became a wad®mcentive programme oriented on
state’s competitiveness enhancement, which shaelkpt from entrepreneurs outflow to
other countries, and a significant increase in nermif new zones occurred (Turner,
Cassell 2007).
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Another disputable topic related to industrial serderprise zones aiacentive
programmes and their impact Hirasuna and Michael (2005) warn to respect icldial
zones specifics when creating the incentive progranand also advice to avoid united
surface application on whole state’s area. As & edacomplex economic growth, EZ
should provide a long term profitability to locad enterprises, thus it should not be a rule
that firms would use only short-term incentives afigr its exhaustion would quit their
activities in the zone (go bankrupt or move somewleése) (Hirasuna, Michael 2005).

Other authors conclude that if states and localiiee competing in the offered
incentives, it leads to incentive increase, anthirrto tax reduces and the public budget is
burdened by lower incomes and higher expendituresets and Fisher 2002). Moreover,
authors declare that since 1998 appeared a nedakivate on new investment, when in
many cases the tax reliefs of new production exeaéis$ taxes (Peters and Fisher 2002).
One of prerequisites for enterprise zones is predejob creation than capital investment.
Peters and Fisher (2002) thus explain that possffiects of incentives for firm’s
technology selection and for relative use of laband capital in the production process
does not depend on financial incentives volume, diutprices of capital and labour
changes. They further explains from more economiatpof view that if the incentives
reduce more cost of capital than cost of labougvabmentioned could cause due to
substitutability of labour for capital an implematibn of more capital-intensive
production (Peters and Fisher 2002). If this stisbin effect is strong enough, in the end
the net effect of enterprise zone’s incentive cagluce employment rather than increase
(Peters and Fisher 2002).

Authors add another idea that a presented aim t@fr@ise zones is to support
fiscal surplus achievement which then can be ueedniprovement of education system
infrastructure, employees training and retraining; the other hand, if there are fiscal
losses, it weakens local and state governmentigyatm provide public services (Peters
and Fisher 2002). Author’'s research demonstratas e more incentives will the
governments offer, the more loses of income thdl/iveive (Peters and Fisher 2002). A
permanent reduction of taxes on new investmenblos js more likely to produce positive
revenues than their temporary cuts and even wéls#ime force for job creation because it
prevents companies’ movements for new incentivegefB and Fisher 2002).

Peters and Fisher (2002) finally show that the rpnitee zones have little or no
impact on the facility’s growth, so they have étthr no impact on employment. Incentives

in EZ do not have a strong impact on firm’s localian decisions because most areas are
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located in deprived areas, which suffer from matieodeterrent localization factors such
as high crime rates, poor infrastructure, low-skillworkers, etc., so these factors usually
exceed the incentives in a decision-making pro¢Psters and Fisher 2002). In other
words, places where the growth is evident, entegpzones can strengthen this trend, but
in deprived areas, incentives are seldom suffigrelarge to help to achieve significant
changes in the area. In turn, higher incentivesmiegher costs, which can lead to fiscal
losses locations (Peters and Fisher 2002).

And what is the position of Czech subjects relatednd responsible for investment
incentives? Ministry of Industry and Trade of thee€h Republic (2004) ranks among the
main goals of investment incentives the motivatidrforeign and domestic investors to
invest in manufacturing industry (especially inhtealogy). Positive effect of incentives
then MIT illustrates on balance of payments resutign the current account balance of
companies which received incentives was so positia¢ it was able to finance a major
part of country’s current account deficit (MIT 2Q0MIT further explains that firms which
have been provided with incentives also signifigacbntributed to the gross domestic
product’s amount (about 3%) and on added value haf manufacturing industry
contributed about 15% (MIT 2004). When talking atbonemployment, we can state that
firms which used the incentives potentially redudgdlirectly and indirectly by created
jobs (MIT, 2004).

Another subjects who are in opposition to the pasievaluation of the incentive’s
performance in the Czech Republic are Schwarz et(28l07) who argues that the
investment incentives which are now in the CzeclpuRéc also connected to the
industrial zones, recently became a widespreadayatistruments and its use is justified
by economic growth, declining unemployment, recgver public finances due to
increases in pension payments and social insuramcka decline in volume of paid out
unemployment benefits. In addition, government pytas investment incentives as a
selective support for certain enterprises, increaseregion’s competitiveness, and
improving conditions to run a business. Howevee #uthors mainly question those
positive effects of investment incentives (Schwetral. 2007):

1, A statement that investment incentives are hftwaegional disparities removal
disproves author’s research and on the contraryesomth the discovery that incentives
deepen unemployment.

2, Investment incentives supposedly should havabdity to change the structure

of employment but this statement is negated onbdss that new jobs are occupied by
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domestic workers in terms of just changing the @lat work and not from the status of
unemployed to employed. Consequently, there is arghift of workers between firms or
sectors instead of unemployment decrease. In demer@rms of unemployment rate, it
has been observed that investment incentives didigaificantly affect the changes in
unemployment since the incentives headed to regidrese the unemployment rate was
lower. Even despite the fact that the job creatiosts with use of investment incentives
are significantly higher than without them (Schwetal. 2007).

3, According to the authors, spill-over effect igepestimated because besides
revenues, costs are not taken into account, butowdtcosts it would be impossible to
carry out investment incentives (Schwarz et al.7200

4, Investment incentives due to selective tax f®lleake an impression that they
help reduce a tax burden on the economy. Howeter,authors argue that incentives
increase the amount of budgetary expendituresalse.the level of taxation. Furthermore,
if we include to the fiscal costs associated witliestment incentives all tax revenues,
sacrificed in favour of incentives, we find out tHigcal revenues are actually higher than
fiscal costs (Schwarz et al. 2007).

5, Incentives are referred as conform market-based of economic policy.
However, in reality they rather distort market, wheflects the support of large, mainly
foreign companies that receive benefits at the msg@eof small and medium-sized
companies. Large firms are becoming “too big td&' fand so they assure themselves the
state support also for future. Thus, the corneestoof national competitiveness which
influence investors' decisions should be insteadingkstment incentives a political
stability, law enforcement, low taxes, a functianinfrastructure and a quality work force
(Schwarz et al. 2007).

In the last section are discussed timpacts of zonesin the suburbanization
context. To the topic of socio-economic impacts of industrnes on regional
development is important to mention that industziahes establishment is closely related
to suburbanization process which is currently audeat pattern in former communist
countries. Sykora (2003) says that new millennidanted the suburbanization process in
housing, business, storing, production and othéviaes. He adds that composition of
population is quite inertial and the suburbanizatiesults have in most of the cases an
irreversible impact on landscape as well as distidin of population within the landscape;
in case of industrial zones it is new objects aasion and use (Sykora 2003). Author

explains that impact of suburbanization includereéasing commuting distance for work
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which can consequently result in higher burdenrarigport infrastructure and increased air
pollution (Sykora 2003). Building development irbsdban areas is characterized by low
density and high spatial segregation, while locahoentrations of individual human
activities (housing, employment, shopping, etc.)awvhaises the cost of building and
operating the technical infrastructure and ameniigykora 2003).

Economic suburbanization topic is also undoubtedlgted to the question under
what conditions will the industry move from the @ldd more expensive location to a new
with lower costs. Rauch (1993) answers, that amachlesto relocation may be firms sunk
costs. This inertia can be overcome by developdrsindustrial parks through
discriminatory valuation of land over time (Rau@93).

Brief summary of findings

Although many positive and negative impacts of thdustrial zones were
mentioned, in the end the zone cannot be viewethasstrument to solve all problems of
the region. This is related to the fact, that adowy to summarized evidence a direct
positive impact of industrial zones on employmemiswot evident. Furthermore, it was
not confirmed that industrial zones have led todbminance of large enterprises or firm’s
dislocation (Horékova 2013, 21). In general, industrial zone, espigcoutside the inner
city, attracts more new enterprises.

Last but not least has to be mentioned that IZ'sact on employment, economic
growth and other indicators, same as relations @atwZ and different types of incentives,
must be taken into account the heterogeneity oézatself as well as of areas where it is
located. Finally the results can differ from zomwezibne and region to region, despite
inexact data due to used methodology, clarity cfrgrs and data availability (Ha@kova
2013, 21).

Thus, after all this above mentioned argumenteaeveral questions how these
defined socio-economic impacts in realty influelce particular Moravia-Silesia region,
especially what is the real impact of SIZ NoSowcenearby municipalities. Analysis and
discussion about available information and thosd mmpacts on NoSovice and other

municipalities in nearby area will be a subjectha practical part of this thesis.
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3 Funding opportunities and related Legislation to irdustrial
zones

Even though some smaller projects such as indugtiges are in most of the cases
initiated by the local government units (municipal, cities), it is not possible to realize
these projects only from its own resources. In ¢haéthe municipality would decide to
finance all construction costs of industrial zowyatbelf, it would mean to run into debt for
a long time period. That's why were formed subsiggpgrammes under rule of
Czechlinvest agency (Prumyslove zony 2014a). Estahkent of industrial zone has also

its legal rules which have to be respected.

3.1 Support and state interventions

Before we start to explain the Czech system of ifuménd support to industrial
zones, | would mention some ideas about the suppogeneral. It is obvious that the
world is gaining a centralist approach to suppdetes intervention in the form of
investment incentives. One of supporters of thjgr@gch, a former director of Czechinvest
Martin Jahn (2002, 21) explains that investmeneitives are virtually provided in all
countries of the EU, OECD, developing countries #ng Czech Republic is pushed to
such a system of international competition. Inwe@ds, these interventions do not cause
such major market distortions. He continues thabaglly we cannot say that Czech
investment incentives cause distortion of the markérom Czech economy’s point of
view, investment incentives distort Czech econonumpetition to a certain extent, but
this disruption is outweighed by the investmengsdfits (Jahn 2002, 21).

This is an opinion from one of the state intervemi supporters, who justifies it
with the necessity to fight for investors in intational competition. But there is an
alternative way — a liberal approach which doessopport these state interventions in the
free market. However, international policy followrse first direction and leaders have
chosen to support investment incentives and pamabtagement and intervention to the
market. Nowadays, when the subsidy system is alreduiduced, it is not easy to enforce
a drastic change in approach and efforts of somiigmmns to reconsider the position
usually meet with opposition. It essentially a podéil decision and pressure on politics

(lobbying) is very strong. The idea to disable slibsidies and make the state by its
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approach to incentives a separate unit is verycditfto support in international society,
especially when Czech Republic as an EU membarsked by its directives (. The future

will show whether chosen path is correct or whetitene turn-over occur.

3.2 Legislation in the Czech Republic

A prerequisite for industrial zone establishmertbislefine its legislative framework.
Building a new plant in the Czech Republic is aikimprocedure as in other European
countries. The Czech Republic offers an effectilamping process and rapid construction
capabilities. In most cases, it takes about oneg yeago from a completely vacant
Greenfield site to completion of a new facility.itime span can be shortened to less than
one year in municipal industrial zones, where Ighots and infrastructure are already
prepared and local officials have been trained dmpetent authorities (like Czechinvest)
to effectively support investors (Czechinvest 2011b

Czechland planning processesare similar to other EU countries, therefore a
construction project generally has to be approvgdthe relevant authorities in the
following steps (Czechinvest 2014b):

. Environmental Impact Assessment (EIA) — factliiing procedure
. Environmental Impact Assessment (EIA) — full Eifocedure *

. Planning permit

. Integrated permit *

. Building permit

o a0 A~ W DN P

. Final approval

(* Step 2 and step 4 apply only to extensive inwestt projects that exceed the limits
stipulated by the respective law. Most investmertjgets in Czech Republic are not
included in this group)

Additionally, to above mentioned steps are relam®e important legal norms. An
overview of the most important regulations that #re basis for the industrial zones
building is listed below (Czechinvest 2011b):

* Act no. 183/2006 Coll., Building Act- It allows the start of construction work andesth
decisions necessary for use of the building. Ther@a need for the construction of
industrial facilities in line with the master plah the site, since municipalities should in

the future with the construction of PZ count angstprevent potential property disputes.
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* Act no. 100/2001 Coll., On environmental impact agssment- Based on this law is
often necessary to draw up a document of the E¢pedding on the nature of the business
plan.

* Act no. 76/2002 Coll., On integrated pollution preention and control

e Act no. 500/2004 Coll., Administrative Code- This is essentially a process of
administrative authorities, their decision-makimgl assuing statements.

* Act no. 40/1964 Coll., The Civil Codeand the Act no. 513/1991 Coll., The
Commercial Code- jointly governing the conclusion of relevant egments in cases of
ownership transfers to a property.

e Act no. 137/2006 Sb., Public Procurement Act Applies because as the IZ, or
preparation of land for 1Z is implemented from pabthoney and selection of suppliers is
carried out on a competitive basis.

« Act no. 128/2000 Coll., Municipalities Act Determines the duties to place a previously
disclosed intention to sell the property owned bg tunicipality on the official board
under the threat of transaction annulment.

e Act no. 129/2000 Coll. Regions Act Determines the same obligations as the
Municipalities Act, only the subject is region.

e Act no. 114/1992 Coll., On Nature and Landscapergtection,

* Act no. 185/2001 Coll., On waste,

* Act no. 254/2001 Coll., On Waters,

* Act no. 86/2002 Coll., On air,

e Act no. 334/1992 Coll., On the protection of agcultural land,

* Act no. 344/1992 Coll., CN,

* Act no. 265/1992 Coll., On laws to register in Lad Register

3.3 Subjects related to industrial zone’s funding

An important role in industrial zones funding plaeticular subjects and their grant
programs. The main emphasis is naturally placedfumis from Czech government,
especially from Ministry of Industry and Trade, N&itny of Regional Development and

local government units (municipalities, regions).
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3.3.1 Ministry of Industry and Trade

Ministry of Industry and Trade is the central gowveent body for the state
industrial policy, trade policy, foreign economioligy, integrated raw materials policy,
coordinate foreign trade policy in relation to widual states, ensures negotiating of
bilateral and multilateral trade and economic agr@®s. Under ministry’s auspices also
the agency for business and investment develop@eethinvest takes care of industrial

zones and investment incentives issues (MPO 2014).

3.3.2 Czechinvest

Business Development Agency Czechinvest was eskadoliin November 1992.
The main objective is to strengthen the competi@ss of the Czech economy, particularly
through the promotion of small and medium-sizedegmises, business infrastructure,
innovation and also to attract foreign investorsthe manufacturing industry, strategic
services and technology centres. The agency isomegfge for business support and
development from EU funds and the allocation ofestavestment incentives. Since 2004
is part of the Agency also 13 regional offices, ebhiare located in all regions of the
country. Czechlnvest cooperates with local andoregigovernment, universities and other
institutions in the development of the business irenment in Czech Republic
(Czechinvest 2014d).

Since the beginning of its existence, Czechinveas$ laken part in 2,477
investments worth USD 31,866 million. Projects nagelil by Czechinvest have resulted in
the creation of 254,519 jobs. Thousands of othés jbave been created in related
investments. Czech Republic supports the estabéishmf new industrial zones through
the Industrial Zone Development Programmewhich has already provided USD 570
million in financial support (Czechinvest 2014a).

Czechlnvest provides services to investors, inqadr in following areas
(Czechlnvest 2014a):

« Consultancy pertaining to the property market en@zech Republic

» Consultancy pertaining to financial support fronbjeisources and EU funds
» Site selection within the Czech Republic accordmthe client’s requirements
» Site inspections tailored to the client’'s needs

* Registration of properties in the database of lmssirproperties

* Monitoring of the business property market
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» Supports suppliers and manages the database dfi Sappliers
* Assist in the implementation of investment projects
« Provides service for foreign investors already apeg in the Czech Republic (the so-

called. Aftercare)

In addition, Czechlnvest administers Business Rtgfi2atabase, the most extensive
database of business properties in the Czech RepDhie to the database, municipalities
and business entities can offer suitable spacesbiminess. The database provides
information about more than 3%0dustrial zones and land plots, more than BRlustrial
parks and production halls, more than 150 Officecep and more than 20 Science and
technology parks (Czechinvest 2014a).

In terms of industrial zone support in the Czeclpu®dic is worth to mention within
above described the current trend to support amélole 1Z in high-tech industry and
innovation through various incentives.

In connection with the thesis topic which is ab8l NoSovice and Moravia-Silesia
Region, it is worth to mention that Czechlnvestiggest investment in the Moravia-Silesia
region was just establishment of SIZ NoSovice far manufacturing company Hyundai
from Korea which invests there since 2006 in voluwhapproximately CZK 300 000 and
employs more than 3000 persons (Czechinvest 24d]itionally, the second largest
investment in this region was construction of mantudring factory for SUNGWOO
HITECH company, also from Korea, within another orant industrial zone Ostrava-
Hrabova in volume CZK 2 500 mil. which brought drea of more than 1000 new jobs
(Czechlinvest 2013).

3.4 Industrial zone’s development support

In area of industrial zone support is necessarpdoaware of its motives, its
development in recent years and introduce the gugocef investment incentivesand
foreign direct investment The state budget support of 1Z began in the d8ysnot only
construction of new 1Z (Greenfields) but also by tregeneration of already existing
business properties (Brownfields). Among the maispbns was the necessity of industrial
restructuring, enhancing the competitiveness of @zech Republic in the market of

foreign direct investment and reduce unemploymtfithin the business support of Czech
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and foreign investors, it began with direct investitnincentives and also with creation of
industrial areas (Rmyslové zony 2014).

Since 1998 were granted subsidies from the Systémindustrial Zones
Development Support for its development and regeiwer of that areas and objects for
use in the manufacturing industry, strategic sewiand technology centres. In the period
2000 — 2006 followedindustrial Zone Development Programme(Pochtiolova 2010). In
2001, the programme was extended by 4 sub-programmibis programme was
continuously followed by Business Real Estate and Infrastructure Support
Programme which was in operation till 2013. In the years 206 2006 the grants were
provided also from Structural Funds of the EU, eslly from European Fund for
Regional Development, through the Operational Ruogne Industry and Enterprise in the
years 2007 - 2013 and the Operational Programmerjiitge and Innovation (Pochtiolova,

2010). More about both programmes is mentionedwelo

3.4.1 Industrial Zone Development Programme

At the very beginning there was a Industrial zomgp®rt programme 1998 - 2005,
which laid down the conditions for granting the aidd has defined rules that must be
followed (Pamyslové zény 2014a). Target group of developmergpett were the
municipalities, associations of municipalities, i, development companies and major
investors. The form in which the aid has been mredj was through direct grants, interest
subsidies, refundable financial assistance from skete budget and gratuitous or
preferential transfer of state property to suppbe development of industrial zones.
Industrial zone support programme served to cneatejobs, increase the competitiveness
of the investment environment, especially in ecoicafty disadvantaged or structurally
affected regions of the country. The main admiatstr of the program is the Ministry of
Industry and Trade. This program draws funds ordynfthe state budget, supports only
projects or strategic industrial zone, where ocamsincentive investor (investor who
receives investment incentives) {Rryslové zony 2014a). Following Industrial zone
development programme (2000-2006) includes sin€d 20ur other programs devoted to

the possibilities of building and revitalizationiaflustrial areas.

The names of the programmes are (Czechinvest 2013):
1, Industrial zone preparation

2, Regeneration of industrial zones
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3, Construction and rehabilitation of rental olgect
4, Accreditation of industrial zones

3.4.2 Business Real Estate and Infrastructure Support Prgramme

Since the Business Real Estate and Infrastructup@@t Programme builds on the
previous program, they have common the main targdte new program followed the
previous one smoothly since 2005 and puts more asiphon the brownfields and
strategic projects in the field of technology ardearch centres @nyslové zony 2014a).
This program also contains four main points. Despiitey have different names, each
contains the same goals as in the previous progeamm
The names are (Czechlinvest 2013):

1, Preparation and development of industrial zones
2, Regeneration of disused sites - brownfields
3, Construction and reconstruction of objects

4, Marketing and management of business real estate

3.4.3 Investment incentives

One of the tools to support investment in indubtzianes is use of investment
incentives which occur in Czech Republic in 199%8sd1l on the government resolution and
further legislatively valid are since 2000, regathtby the Act no. 72/2000 Coll., On
Investment Incentives (Czechinvest 2014c). Throaghamendment to this Act from
February 24, 2000, effective since July 12, 2012plya apart from the investment
incentives in implementation and expansion of pobidn in manufacturing industry also
investment incentives in the field of technologynttes and strategic services centres.
Investment incentives specifically include for bdibginners and established producers
discount on income tax extended from 5 to 10 yef@mancial support for job creation,
training and retraining, transfer of plots, inclogliinfrastructure for a discounted price.
Additionally, there is a new institute of strategimwvestments, a possibility of processing
and technology centres to get more financial sugporcapital investment up to 5% of the
cost, except above listed investment incentiveg¢Binvest, 2014c).

However, Czechinvest announced that from July 1426tart to apply the new
rules of the European Commission for regional @ltk maximum possible level of public

support in the form of investment incentives in tBeech Republic decreases from 40
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percent to 25 percent for large enterprises, wkabunts for 95 percent of all current
applicants for investment incentives. Lower will §gpport for medium and small firms
which are asking for support from EU structural denrather than on investment
incentives. In the case of medium enterprises atewill be reduced from 50 to 35 per
cent in the case of small from 60 to 45 percens(Bessinfo 2014).

The original, more favourable conditions the agef@echinvest guaranteed by
projects submitted till mid-March 2014. This reagoartly caused increased investors
interest because the agency received a recordrhigitber of applications for investment
incentives; only from 1 January to 30 June 2014Abency received 108 applications in
contrast to whole year 2013, when applied onlyr8&stors (Businessinfo 2014).

Changes must be also implemented to above mentiGaedh Act on Investment
Incentives. The amendment, which is now preparethéylinistry of Industry and Trade,
on one hand should harmonize European and Czeeh, rathd on the other hand should
offer additional benefits to investors to remaim fioem Czech environment sufficiently
attractive and competitive. The act should be vahdthe first quarter of 2015
(Businessinfo 2014).

But investment incentives do not serve just to skate domestic investment but
also to attract foreign direct investment. The ba@finition according to OECD (2008)
states that it is an investment that reflects éiséing interest of a resident of one country or
a direct investor of business in another countryyer@ he invests. Foreign direct
investment reflects a long-term relationship betw#ee investor and the enterprise, where
he invested, and where the investor has a signifiglaare of influence on the management
of the company in the form of 10% or more of votinghts in the company (OECD,
2008).

3.4.4 Foreign Direct Investment (FDI)

Foreign Direct Investment is worldwide acceptedoas of the most important
economic development catalyst. RRAJM (2006) dessribDI is an investment into
manufacturing industry and strategic services whdides not consist of financial
operations and development funds or grants. Invgsdly has the property rights and
contributes to company’s development into which decided to invest (investor’'s
ownership share is more than 10%).
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Furthermore, RRAJM (2006) explains that FDI is anbmation of capital and
managerial inputs, common exchange of know-how tt@gewith open way to global
markets. It has a significant impact on economicettgoment, especially in structurally
disadvantaged regions where targets its influeR€d. and its attitude also depend on
region’s economic development. More developed a@simostly support FDI in strict
framework of rules and development strategies. Be&pee of developed economies says
that responsible, structured and long-term regigmdicy can reduce the risks related to
FDI to an acceptable level.

As we can see from the graph below, in Czech Reptii# most significant inward
of FDI was in the year 2007 when the main purposs decision of Korean investor
Hyundai to establish the strategic industrial zon&oSovice. In the following years the
inward decreased due to economic crisis but siftE) Zhe amount of FDI in CR is

continuously increasing except the situation in yasr.

Figure 2: Inward Foreign Direct Investment by Machinery Industry and its Equipment (incl.
Transport manufacturing) in the Czech Republic (206-2013)
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Source: Czech National Bank, 2014, own data proegss
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FDI as any other tool of support (subvention) lagositives and negatives which

are summarized according to RRAJM (2006) below:

Advantages

Capital coverage of restructuring

Creation of new jobs

Infrastructure development stimulation

New management methods and experience

Additional qualifications and labour force prodwdty growth
Availability of new technologies

Increased exports — improvement in balance of paysne
Competition and competitiveness growth

Tax benefits at national and local level

Quality supply services development

Disadvantages:

Local market disruption

Missing linkage between the company and local ecgno

Additional costs for investment incentives

Unequal competition in investment incentives s@b@cprocess

Key sectors dominated by foreign owners

Possibility of sudden termination of cooperatiothwelated consequences
Dissatisfaction of local residents

Possibility of profit repatriation
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4 Industrial zones in Moravia-Silesia Region and SIZ
Hyundai NoSovice

This chapter introduces practical part of the thefierefore it first describes main
characteristics about Moravia-Silesia region reldte industrial zones and their situation
within the region, followed by analysis of the $#gic industrial zone NoSovice and its
diverse impacts which will be in more detail analgzand assessed in the next chapter

number 5.

4.1 Basic characteristics about Moravia — Silesia Regn

Moravia-Silesia region lies on the north-west oe€z Republic, in one of the most
peripheral part of the state. The region neighbeutls 2 countries, on the north and east
with Poland and on south-east with Zilina regionSéévakia. The border character of
region creates favourable conditions for effectteeperation in the sphere of production,
infrastructure development, environment protectmrtural and educational activities and
especially in the field of tourism. For this purppsthe region has currently four
Euroregions - Beskydy, Préd] Silesia and Cieszyn SilesiagU, 2014).

Administrative breakdown

Regional capital is Czech third largest city Osérawith more than 300 000
inhabitants. As you can see from the figure beldvgpravia-Silesia region is
administratively divided into 6 former districtsrutal, Frydek-Mistek, Karvina, Novy
Jicin, Opava and Ostrava-city, moreover there are #mirdstrative circuits of
municipalities with extended powers (MEP), whereirds 300 municipalities, including
42 citie$. Its area of 5427 square kilo meters occupies &9%e territory of the Czech
Republic which ranks the region on sixth place agnaihthe regions{SU, 2014).

2 For more informatik about the administrative bidmkn see the figures in apendix 1 and 2.
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Figure 3: Moravia-Silesia region and its locationm Czech Republic

Opava
Ostrava

Frydek-mistek

Source:CSU, 2014

Natural resources and Environment

Besides the natural resources, the region is aldo in mineral resources -
especially in strategic domestic resources of auatiiral gas and other raw materials such
as limestone, granite, marble, slate, gypsum, gragad and brick clays.

Since the 19 century and times of Austrian-Hungarian monarchyr&wia-Silesia
region belonged, and still belongs among the nmagbrtant industrial regions of Central
Europe. But today its focus of economic activity maustry structure causes many
problems related to the restructuring of the regioice 1990’s, which is also connected
with the solution of social problems, especiallgmployment rate.

Other serious patterns from the past massive indlusiproduction are
environmental issues and pollution. Moravia-Silestgion remains among the most
polluted regions in the Czech Republic, as in th&t pvere heavily polluted all components
of the environment. Since early 1990’s, there ignificant improvement in the
environment due to the decline in industrial prdawuyg increased use of environment-
friendly technologies and significant investmemtsenvironmental protective precautions.
Today, as the most problematic issues seem soilgaodndwater contamination as a
consequence of industrial activities, mining suesae and pollution of surface water and

air. In the region we can observe significant défeces in quality of environment among
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districts due to natural surface and different eroic development in particular areas of
the region. The most polluted areas are concedtratthe central and north-eastern part of
the region (Ostrava, Karvinajimec) due to heavy industry and mining. On the iottzand
the peripheral parts of the region dispose of 3tguted landscape areas — Beskydy,
Jeseniky and Poéd

Population

As you can see from the table 1 below, Moraviastleregion is with the
population over 1 226 thousands of inhabitantsdtihmost populous region in the Czech
Republic, however with its 300 municipalities bedsrto the regions with the least number
of settlements. This corresponds to a populatiorsithe of 226 inhabitants per km2, while
the national figure is 133 inhabitants per kn€S(J, 2014). Furthermore, according to
Czech statistical Office (2014), in municipalitigs to 499 inhabitants live less than 2% of
the population, in the municipalities from 500 to999 residents over 24% of the
population, in the municipalities from 5 000 to 999 inhabitants live 14% of the Region.
But what is exceptional within Czech Republic - inafsthe population (almost 60%) lives
in cities with more than 20,000 inhabitants. Inioegl capital Ostrava live almost 300 000
inhabitants which is roughly a quarter of the re{gopopulation. The region disposes of
several large cities with population over 50 008, Havfov, Karvina, Frydek-Mistek and
Opava.

Problems resulting from low natality rate are a kegture of the current situation
not only in Moravia-Silesia region but also thronghwhole country, therefore population
is aging gradually. In addition to ongoing natupalpulation decline occurs in the M-S
region unlike to the rest of the country since 18®8he continuous decline in population

by migration to another regions.

Economy

Moravia-Silesia region dispose of favourable cdndg for business development
(for example the highest labour productivity pemuhan the Czech Republic outside
Prague) used after year 2003 many investors. Tg®rrenow builts not only on the
dynamically growing automotive industry and its iwabow, but also on the development
of activities related to information technology, iatn diversify track of the economy. In
recent years, in the region arose number of sutdgssgeveloping small and medium-
sized companies using local knowledge in the tiaadhd fields. The period of prosperity is
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related to the number of newly created jobs. Howealso Moravia-Silesia region had to
face the global economic crisis, but on the otrerdhits current consequences can bring
many opportunities for further economic developménthe recession period, companies
usually create pressure on productivity which isally accompanied with innovation
implementation and closer cooperation among irigiits in research and development
(Strategie rozvoje MSK 2012).

Table 1: Position of Moravia-Silesia Region in CRn selected indicators in years 2000 and
2012

: Moravia-Silesia region Share on CR (%)
unit 2000 2012 2000 2012
TERRITORY (state to 31. 12.)
Area knf 5 554 5427 7,0 6,9
Number of Municipalities 301 300 4.8 4.8
Population Density person/Km 229 226 130 133
Share of urbanized population % 77,1 77,4 70,9 70,9
ENVIRONMENT
Share of protected areas on territpry % . 17,3 . 15,9
POPULATION
Population (state to 31.12.) persof 126974226 602 12,4 11,7
MACROECONOMIC
INDICATORS
GDP mil. CZK 221093 392198 9,7 10,2
per capita CzZK 172735 319314 220949 365 955
LABOUR MARKET
1000
Employed in total person 530,5 543,0 11,2 11,1
industry and real estate building % 440 425 39,5 38,1
General unemployment rate 14,3 9,5 8,8 7,0
Average gross wage per month CZK 12 966 22111 13 484 23 634
In industry 14328 24772 13544 24 128
UNEMPLOYMENT (state to
31.12)
Unplaced unemployed people persop 941609 81 099 20,7 14,9
CRIME, TRAFFIC
ACCIDENTS
Offenses detected 41792 40623 10,7 13,3
per 1000 inhabitants 32,7 33,1 38,1 29,0
Traffic accidents in total 19 069 8 145 9,0 10,0
per 1000 inhabitants 14,9 6,6 20,6 7,7

Source:CSU, 2014, own data processing
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Although there is a strong industrial traditiortle region, performance of regional
economy is to a great extent driven by the conaéntr of export-based heavy industry
and to them linked value chains in field of raw ematls processing and engineering
disciplines, which are major exporters of knowledgeadvanced foreign markets around
the world. Firms within these chains have high aese and development and innovation
potential. According to Strategy of Moravia-Silesggion development (2012), in terms of
research, development and innovation, the regionatso build on the existence of a
number of intermediary institutions, clusters andiatives. Also cooperation between

public, academic and private sectors in companeidim other regions is at a high level.

Employment

However, despite the current downturn in heavy stiguand mining, according to
the Labour Force Survey work in industrial sectoxsre than a third of the total of 543
000 persons who are employed in the national ecgnanother 12,6% work in trade and
repairs of goods. In addition to these traditiomalustries, in the region continues to
pursue production and distribution of electricigas and water supply, manufacture of
transport equipment, means of transport and chérarwé pharmaceutical industry. The
average gross wage in the Moravian-Silesian Regias in 2012 by almost CZK 1 800
lower than the national average, while following thrague, Central Bohemia, Pilsen and
South Moravia region placed as the fifth highespevén the country, per employee it
amounted to 23 291 CZKCEU 2014). Distribution of wages among industriesinsilar to
those in other regions. As you can see from thie @ove, by the end of year 2012, Gross
Domestic Product (GDP) in Moravia-Silesia regiomateed 392 198 mil. CZK which
contributed by 10,2 percent to the country’'s GOBJ 2014). By 2012, GDP per capita
ranged in M-S region 319 314 CZK compared to coimtaverage of 365 955 CZK,
confirming the long term trend that Moravia Silesggion’s economy places below the
state’s averag&’SU 2014).

The industrial structure of the region is curremiéyising many problems, which are
associated especially with a higher proportion éraployed persons. With the relatively
lowest unemployment rate places on the first pldisérict Frydek-Mistek what can be
caused by placement of strategic industrial zongoMice and its suppliers within the
district, which can absorb relatively high amouhtwmrk force. On the contrary, a high

proportion of unemployed person exhibit districuBtal and Karvind which place on the
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last positions among all districts in the Czech titig. Crucial negative issue is the share
of long-term unemployed (over 12 months) aboventteonal average.

Transport

After the split of Czechoslovakia, Moravia-Silesegion was relatively unluckily
placed in the position of north-eastern border aegion the border with Poland and
Slovakia, the most remote from direct contact wite Prague metropolis and economic
incentives from developed EU countries. Today, Da&tarway between Lipnik and
Bohumin with length of almost 80 km partly solveansport services and economic
recovery. Road communication system further suppteén2 main international roads to
Poland and Slovakia - 1 / 11 (E 75): Opava - OstraCesky T&sin - Mosty u Jablunkova
and | / 48 (E 462): Novy din - Frydek-Mistek Cesky ®Sin, which pass through the
eastern part of the region. Moravia-Silesia regiotersect two railways of European
importance, electrified lines no. 270 and no. 3208e no. 270 is an important part of the
main rail routes of Czech Republic Prague - BohurAiration transport is ensured by the
international airport in Ostrava-Mosnov, the sectardest airport in the Czech Republic,
the length of runway 3500 meters allows landing afif aircraft categories without
restrictions (MSK, 2014).

Education, Research and Development

Level of education in Moravia-Silesia region is Ewthan Czech average, even
though the region provides a good quality systenedication and there are present 13
colleges and 5 universities (VSB - Technical Unsitgrof Ostrava, University of Ostrava,
Silesian University in Opava, Ostrava Business Stlamd the College of Social and
Administration, Institute of Lifelong Learning Hawv) which noticed and increasing
number of students in recent years. Additionallpstnof the universities are technically
oriented.

Other alarming fact is that Moravia-Silesia Regalready more than ten years
records a negative balance of migration, espedmdjii-educated people in working age. If
this trend will not be reversed, the movement dfalmitants out from the region will
continue and together with aging population it witlegatively affect regional

competitiveness.
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Further development of research and developmemdhasovation activities in the
future will not be possible without increased idegendence and cooperation of
knowledge institutions and industry. Hence, theseai need of continual process of
innovation system strengthening in the region t@dia negative trend in public research
and development funding.

Despite the above mentioned facts we can statehbatloravian-Silesian Region
has fundamentals on which it can build in the fetuf it will successfully utilize its field
specialization, knowledge-based traditional indastand the development of new markets
for use in global scope, it has the potential todoee a dynamic, fast-growing developing
pole Central Europe. To fulfil these promises, aditw to Strategy of Moravia-Silesia
region development (2012) it is necessary from Miar&ilesia region to:

» Create conditions for the development of reseatetiglopment and innovation

and for and for business involvement of local firim® global value chains.

» Stimulate the labour market and increase its ghilitcapture into participation

in the economy most of the suitable inhabitants.

* Increase an emphasis on lifelong learning and theldpment of skills and

competencies.

»  Offer quality environment and conditions improviggality of life that will be

attractive not only for residents but also foniisitors.

4.2 Industrial zones in Moravia — Silesia Region

Moravian-Silesian Region supports from the 1990@&ppration of industrial zones,
their documentation and construction of infrastnoet Region also searches for suitable
investors for these zones to which it can offeryviavorable conditions. Moravia-Silesia
region became in recent years due to the indugtoiaé construction boom and continuity
of its industrial tradition a region with one ofktlhighest amount of industrial zones in the
Czech Republic. Currently, as you can see fromtdbk below, there are approximately
15 industrial zones available (RIS, 2014). Thetneddy higher utilization rate of industrial
zones in M-S region may be related to the industharacter of the region, and thus with
greater use of their assumptions such as traditiechnical and transport facilities,

manpower, tolerance to the effects of industry.
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The region disposes of sufficient amount of indaktzone in diverse state of

preparation and occupancy. Some of them are fudbupied, some offer free capacities

and some industrial zones are still completely {s= the table 2 below, zones in yellow

colour offer free capacities). Average level of wgancy of industrial zones in Moravia-

Silesia region ranges around 74 percent (MSK, 2@idl) exactly the purpose of use and

share of occupancy of offered sites belong to noomdt indicators of industrial zone’s

Success.

Among the most successful industrial zones in Moraa-Silesia region belong

Industrial zone Karvinad - Nové Pole andindustrial zone Kop¥ivnice — on
area of both of them settled the highest amouninwéstors (already had to
extend capacity) and they seem as prosperous malysarks. 1Z Karvina was
prepared in the 90’s as a pilot project of inda$taone establishment in the
Czech Republic.

Industrial zone Ostrava — Hrabova- it is one of the most successful IZ in the
region due to its area of 120ha, amount of crefdibd approximately 7000,
number of investors 45. The zone still offers ftapacity for new investors.
Industrial zone Krnov — Cerveny Dvir — due to its full occupancy of initial
capacity, it had to extend the area.

Strategic Industrial zone NoSovice— prepared for strategic investor, an
important global car manufacturer Hyundai Motor Macturing Czech
(HMMC). More about this zone will be described atldwing subchapter.

Other successful projects are typeindlustrial zone Bolatice — its area is

mostly occupied by smaller business subjects.
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Table 2: Industrial zones in Moravia Silesia Regiornn 2014

Utility
Industrial zone Area Available Networks
equipment
Bolatice 20 ha 0,9+ 2,5ha | fully equipped
Business Park Ostrava - - -
Cesky R3in - Pod Zelenou 12 ha 0 ha fully equipped
Frenstat pod Radha@sh - 2,3 ha 0,7 ha fully equipped
Martinskactvrt
Frydek-Mistek - Chlebovice 12,4 ha 0 ha fully equipped
Frydek-Mistek - Liskovec 8,2 ha 0 ha fully equipped
Frydek-Mistek - Kasarna 26,6 ha 26,6 ha in realization
Palkovicka
Havifov - DUKLA INDUSTRIAL | 23,9 + 15,2 | 23,9 + 15,2 hg in realization
PARK ha
Hladké Zivotice - Pimyslova 31,5 ha 31,5 ha in realization
z6na u D1 Exit 330
Karvina - Nové Pole | a ll 45 + 9 ha 6 ha fully equipped
Krnov - Cerveny Dvir | a Il 48 ha 17 ha fully equipped
Multimodalni logistické centrum | 90 ha - fully equipped
Ostrava - MoSnov
NosSovice 261 ha 0 ha fully equipped
Orlovska ptimyslova 12,79 ha 12 ha fully equipped
a podnikatelska z6na
Ostrava - Hrabova 120 ha 17 ha fully equipped
Ostrava - MoSnov 200 ha 45 + 32 ha fully equipped
Paskov - byvaly sklenikovy areal| 30,3 ha 11 ha fully equipped
ProLogis Park Ostrava 11 ha - -
Praimyslové zona FrantiSek - Hor| 22 ha 4 ha fully equipped
Sucha
Primyslovy park Kopivnice 75,8 ha 2,3+6,1+ fully equipped
3,7 ha
Primyslova zona finec - Baliny | 20 ha 0 ha fully equipped
Primyslovy park Novy &in - 34,3 ha 4,7 + 9,5* | *fully equipped ,
Dolni predmesti ha **without
networks
Rymaov 8 ha 3,1 ha fully equipped
Tulipan Park 2 ha - -
Venkovska pitmyslova zéna 29 ha 0 ha fully equipped
Tranovice
V¢édecko-technologicky park 10 ha 2 ha fully equipped
Ostrava, a.s.

Source: MSK, 2014, own data processing

Above mentioned facts confirm current situationt thapply of free industrial zones
exceeds demand. One of the reasons is that intrgears the amount of planned zones

was greater than required, considered as a nateed for a competitive environment
42



creation. It can be assumed that competition in $k&ction process of proposed
development zones already fulfilled its purpose @anithe upcoming years the number and
size of unsuccessful zones will be reduced. Exasnpiisuch procedures already exist.

However, this does not apply to all cases; cemminsed zones can still be used in
the next period, for example consequently due &msjport infrastructure completion.
Reduction of the number and size of zones can Ipeated naturally from economic
reasons, blocking of particular area without tharnd® of recovery is not desirable, it can
be used better for other purposes.

Furthermore, it can be assumed also a reductitmeiextent of zones with regard to
more sophisticated forms of land use without lasiggms on the area (RIS 2014). As an
example is majority of large or strategic zones #na available - there is a retreat from the
original fundamental requirements on a strategiestor; system accepts a smaller
division of zones, more prevails a free prograradbieve industrial zones fulfillment.

Also urban aspect is not meaning-less, it requireater restraint in areas defining
for these zones in favor of maintaining a relagvehtural suburban landscape. In the
aftermath of this trend should thus the situatietunn to the many years ago proclaimed
more intensive use of the already occupied areab aso to the relatively new
phenomenon of spatial development of settlemerdsthe revitalization of brownfields
(RIS 2014).

4.3 Strategic Industrial Zone Hyundai NoSovice

Establishment of Strategic Industrial Zone NoSovmeKorean car manufacturing
company Hyundai became the largest foreign investrpeoject in Czech Republic and
historically first investment of Hyundai in EuropeCompany Hyundai Motor
Manufacturing Czech (HMMC), based in the industdahe NoSovice, was established in
July 2006 and the contract between representatvdbe Czech Republic, Moravian-
Silesian Region, Czechlnvest and Hyundai Motor @ravas signed in Korea few months
before. The Czech factory should assure togethiér ether Hyundai’s factory in Turkey
sufficient increase in sales on the European mar&etrrently, the industrial zone

completely occupied.
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Preparations of Strategic Industrial Zone NoSovice

Already in 1990’s the area around municipality Nege in Moravia-Silesia region
was known for its suitable potential for industrzaine establishment. Moreover, in 2000
was interested in this location (as well as in offwential location Kolin-Osary) German
car manufacturer BMW @ucha 2010, 2). This fact started preparationshef gite for
industrial zone establishment (land use plan chanq®posals, etc.) but finally the
investor decided to locate its manufactory in Lejpgisermany. However the advantage of
BMW interest were quality promotion materials amddges about NoSovice site, already
prepare for other potential investors.

Around the year 2005, Korean investor Hyundai sthto be interested in NoSovice
area. Before the investor decided to locate itslpetion in Czech Republic, it took into
consideration in narrower selection also other adiiastern European countries like
Slovakia, Poland and Hungary. Finally, Hyundai dedito establish its manufactory in
Czech Republic; besides the favorable assumptiodsliacalization factors as sufficient
and cheap labor force supply, investment incentipesvided by host state, good
transportation connections and developing infrastme, etc., from Czech Republic it is
the shortest distance to Hyundai partner car matarfaKIA in Slovak city Zilina (see the
map on figure 4 below), therefore both companiaddtghare their components and save
not only transportation cost. For Poland was alsiavorable that in recent years already
other global car manufacturer General Motors lat#tere its production and also there is
quite complicated transport connection to ZilinadAeven though Hyundai would decide
to establish the plant in Slovakia, close to Zilinavould never get such good conditions
and high incentives as got KIA.

But in Czech Republic the investor had to decidevben 3 potential sites, as you
can see from the map below. All sites are locatethe north-east of the Czech Republic,
2 sites in Moravia-Silesia region (Ostrava-Mosnad &loSovice) and one in Zlin region
(HoleSov). The final choice of NoSovice site waas@ned by several facts:

* NoSovice site disposed of the most suitable shdpleosite together with
sufficient access to energy networks, technicatastfucture and good
connections to transport infrastructure.

« Between NoSovice and Zilina is the shortest distaftom other available
sites (see the map below) and it is located diyeutixt to a motorway R48
what assures comfortable access and costs savingsrov is only 20 km

further than NoSovice but when counting in a loegnt with 20 extra
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kilometers times 200 trucks per day, in 20 yeanszba it gives almost 60
million kilometers difference (MSK 2005, 2).

* MoSnov disposes of insufficient capacity of elecghergy connection, also
there are some brownfields on the site compareda®ovice and HoleSov
which are greenfiels.

* NoSovice site has quality environment and liesnmmediate proximity to
landscape preserved area Beskydy, providing thienb@sntain scenery from
all the 3 sites which was an important aspect forgan investor.

* HoleSov site does not provide such suitable shépetential industrial zone,
there were problems with source of potable watetegotion and also missing
planned motorway R 49 to Zilina with uncertain fetwf its contructioh
Present communications of lower level go throughuntains on the Slovak
border what could be uncomfortable for trucks ia winter season.

Source: Jan Hana, Czechinvest, 2013

8 Construction of the planned motorway R 49 is natalization till today.
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When the Korean investor Hyundai confirmed its mtiten to establish the strategic
industrial zone on NoSovice site, it raised quiteemse opposition from several families
and farmers from NoSovice municipality and sevem@htroversies and other problems
occurred. It ended up with a significant impact losal community even before the
physical construction of the zone itself. Thesebpms will be more described as one of
the impacts in following chapter 5.

Basic Information about Strategic Industrial Zone NoSovice

Industrial zone Hyundai NoSovice is located fewokikters on the east from city
Frydek-Mistek (see the map below), capital of distFrydek-Mistek in Moravia-Silesia
region. The industrial zone lies on area of 261 bhat investor Hyundai Motor
Manufacturing Czech (HMMC) uses only 200 ha, rdsthe area is used by other main
suppliers for HMMC. Along the SIZ go on the nortmportant transport routes - a
motorway R 48 (communication of first class) whigtovides connection to Poland and
Slovakia, and a parallel railway track from Fryddistek toCesky T&Sin.

Construction of the factory was realized in extrgnsiort time period — it took only
19 months from the first pillar settlement in Ap2i007 till the start of series production.
Testing operation in HMMC was put into operatianNovember 2008 and the ceremonial
launch of serial production took place in April 20HMMC 2014).

Figure 5: Location of SIZ NoSovice in Frydek-MistekDistrict
FRYDEK- S
MISTEK 5

Horni
Domaslavice
WDEK
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' Nosovice
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1Gicky ‘ X
R I | Bagka
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Source: mapy.cz, 2014, own corrections
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From the very first beginning the investor put @ugmphasis on the respect to
environment and its protection. Koreans are famdéws their positive attitude to
environment and green strategies, therefore itavasique case in Czech Republic that on
the investor’s request more than 1000 grown trem®s the area of future industrial zone
were saved and relocated from their initial positrath assistance of several experts from
Korea.

This first Hyundai manufacturing plant in Europejdentified by specialist as one
of the most advanced automobile manufactories mo@aidue to its modern technologies.
All models manufactured in HMMC were developed esgby for the European market at
Hyundai Technical Centre in Russelsheim, Germamgd &e cars meet the high
requirements of local customers for quality, saetg attractive design.

After the run of production in 2008, Hyundai pladnwithin the first phase to
create 2700 work places only within HMMC ant totalume of 200 000 cars produced
per year. Running the next phase in September HMMC got to its full production
capacity of 300 000 cars per year. The plan wdsléal for the first time in 2012 (303 035
cars), and again confirmed in 2013 (303 460 cdisg. same amount of 300 000 cars per
year is the production plan for 2014 and the foltaywears as well. In addition, HMMC
does not produce only automobiles but with the ofirthis phase it complemented its
manufacturing with gearboxes production of 600 @d@ts per year, where half of the
production covers the needs of HMMC and also teesicar manufacturer Kia in Zilina,
Slovakia. HMMC also supplies the gearboxes to Hwidotor Manufacturing Rus in St.
Petersburg. Within this phase HMMC opened aboutr880 jobs. After this second phase
completion the whole SIZ NoSovice together with H&@Muppliers employs around 8 000
people (HMMC 2014).

Table 3: Basic information about HMMC NoSovice

Area 200 ha (whole SIZ NoSovice is 261ha)
Total Investment 1,12 billion EUR
Number of employees 3 300
Share of Czech Nationals | 96%
Share of men/women 82% /18 %
Production capacity 300.000 cars per year
(1 300 cars per day
60 cars per hour
1 car per minute)

Source: HMMC, 2014
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When it goes to employment, from the very first ihamg it still applies that
HMMC NosSovice gives working opportunities priorditizens of the Czech Republic, who
represent 96% of all employees. Additionally, amdb% of the Czech workers are
directly from Moravia-Silesia region and the restomposed of mostly Slovak and Polish
nationals, and a minimum of Korean employees (mdstjher and managerial positions in
the companies within S1Z). This facts oppose to filst threats and assumptions from
several studies that there will be employed araB@®®0% of employees from neighbour
countries. For other main subcontractors of Hyundhich followed the main investor to
the Moravia-Silesia region, work about 7 000 peppheis the "Project Hyundai" has
created more than 10 000 places in the region @ndfisantly contribute to reducing
unemployment (HMMC 2014). More about the economipacts on the region will be
described in following chapter number 5.

Figure 6: Strategic Industrial Zone NoSovice — comex view

Source: HMMC, 2014

As was mentioned above, HMMC is not the only ingestithin SIZ NoSovice.
Because the company is focused exclusively on altdenproduction and montage, for
related components it uses several proven supgii@ms Korea which represent for them
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guaranteed quality based on long term cooperafibe. only Czech company within the
SIZ NoSovice is Hysco Czech.
Follows a complete list of the investors presenhinithe SIZ NoSovice (MSK 2014):

* Hyundai Motor Manufacturing Czech, Ltd.

» Logistics Park NoSovice (C.S.Cargo), Inc.

* Mobis Automotive Czech, Ltd.

* HYSCO CZECH, Ltd.

* Hyundai Dymos Czech, Ltd.

In addition, HMMC uses also other proven mostly &t suppliers which are
located out of SIZ NoSovice but in sufficiently cbable distance in several industrial
zones within Moravia-Silesia region (see the tabhelow). These investors produce other
car components. Among the companies belong:

* Dong Hee Industrial
* Hanwha

* Matador — Dong Won
* Plakor

* Sejong

* Sung Woo Hitech

Both groups of above mentioned suppliers signitigacontribute to regional
employment but on the other hand it cost the statesiderable investment. For more

details see the table 4 below.

Table 4: Suppliers for HMMC - Korean Investors

Investor I(rrlr:/iﬁsérgﬁr;t Jobs Createq Location (Industrial Zone)
Dong Hee Industrial 830 230 | Cesky R&Sin
Dymos 850 250 NoSovice
Hanwha 900 174 Frydek-Mistek, Chlebovice
Hysco 500 67 NoSovice
Mobis 1500 800 NoSovice
Matador-Dong Won 500 200 fihec - Baliny
Plakor 1770 500 Ostrava-MoSnov
Sejong - 250 Karvina, Nové Pole
SungWoo Hitech 2500 2000 Ostrava - Hrabova

Source: Studie dop#dnvestice Hyundai, 2007, own data processing
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5 Socio-economic Impact Assessment of SIZ NoSovice on
Regional Development

This chapter is the second and most important gfattie thesis’ practical part. It
deals with the main aim of the thesis — to analgsd further assess the main socio-
economic impacts of industrial zones on regionaletment, concretely current socio-
economic impacts of strategic industrial zone NeS®establishment on its closest district
within Moravia-Silesia region and related municifyjaNoSovice. Using methods of data
analysis, description and synthesis will be ansd/éne auxiliary questions from the thesis
introduction which were set to achieve the thebjedives:

1, What are the economic impacts on related area?

2, What are the social impacts and impacts on poijoal?

3, What are other related impacts of the SIZ Nasei

4, Are there some recommendations for further pasdevelopment of the region?

Some of the questions were partly answered in pusvchapter 4 when describing
the SIZ NoSovice but this chapter uses based omodstresearch and available data
several indicators which author considered as agleio prove above described statements
about industrial zones and SIZ NoSovice.

To find as much appropriate results as possiblretlare used as reference areas
statistical indicators about Moravia-Silesia Regemd in case of data availability also
about Frydek-Mistek district, which represents reltdownflow region for SIZ NoSovice.

In some cases there are used data about nearbygipaliies NoSovice to support the

results of analysis. The analysis uses as a benmkhdata about Czech Republic or
Moravia-Silesia region but in some cases the datatawhole region are too general due
to similar characteristics of the districts andhhagnount of newly created industrial zones
within the region. Thus, the findings can be pesedi as more general about the
structurally affected regions where industrial zoskould help to solve their problems.

The analysis uses time series from year 2000 o5 20@013 to have a comparison
from period before SIZ NoSovice establishment i@&@@nd the period after its start of
operation. The most important results should béksaround year 2007 and then after
2011, although the series production was run irgeration in April 2009 and the full
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capacity operation since November 2011, but thesevBome previous processes related
to successful start of the operation, i.e. recreittrand requalification of labour force, etc.
As was mentioned above, district Frydek Mistek doeits area and other
assumptions to be a natural downflow region for Sli@Sovice. It is located on the far
eastern part of the M-S region, on the border Bithwvakia, thus it is the nearest district to
Zilina what is important for Hyundai. With its pdation over 210 000 inhabitants it is the
third most populous district in the region andHifh the Czech Republi€ U 2014e).
Moreover, in the immediate vicinity (2-3 km) of SNbSovice lies the city Frydek Mistek
with almost 60 000 inhabitants and other traditiandustrial city Tinec with more than
37 000 inhabitantsqSU 2014e). The district's economy and employmensery similar to
the whole Moravia-Silesia region characteristiysthits performance and potential is
firmly tied to its previous historical economic @depment. It is agriculturally-industrially
oriented. However, despite the restructuration @sedn the 1990’s when several nearby
mines were closed and unemployment rate increasiid;rydek-Mistek district kept the
lowest unemployment rate in the region. Therefbeedistrict could provide enough work-

force for the new SIZ in NoSovice.

5.1 Economic impacts

From economic point of view, establishment of irtdas zone in structurally
affected region with declining economy and highelesf unemployed people is usually
perceived as an assumption of positive change awodtlof the economy which could
improve these negative patterns. Especially ingimieeconomic crisis, those investments
should have a significant stabilization role whiea tompanies in SIZ and its suppliers can
absorb part of the workers who were fired from ldcaditional employers. Moreover,
Moravia-Silesia region dispose of high amount afsleducated people who create an
endangered group on the labour market, however wonkanufacturing industry does not

require high level of education, so SIZ can easihploy part of them.

5.1.1 Impact on Gross Domestic Product

According to theory and some evidence, strategiestments of such scale as
HMMC and the whole SIZ NoSovice have positive @fenot only on the GDP and
country’s economy but especially on the regionanemy where is the annual increase in

GDP per capita more significant. The case of SIAdN@ce demonstrates figure 7 where
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you can see general increasing trend over recems ymth in GDP per capita of the Czech
Republic and both in case of Moravia-Silesia reg®8DP per capita in M-S region noticed
the highest annual increase between years 200@@®d when it reached 9,3%. In both
national and regional level the GDP per capitaedd its maximum in 2008, followed by
a decrease between years 2008 and 2009 causediynac crisis but since 2009 the
trend is again increasing. To sum up, case of Sigdvice confirms positive effect on the

national and regional economy in terms of GDP.

Figure 7: GDP per capita development in the Czech &public
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5.1.2 Impact on employment and average wage

As was already mentioned, an important assumptibnindustrial zone in
disadvantaged region is that it creates desiraldbs jand therefore decreases
unemployment rate and in some cases it should dx @dsitively reflected in average
wage increase.

Investment Hyundai NoSovice brought so far to trstridt directly and indirectly
around 8 000 free places (HMMC itself 3 300 andpfieps around 4 700) after run of its
full capacity production in 2011. Thus, Hyundai fioned a position of stable employer
who met all its commitments in case of promisedsjoleated even in times of economic
crisis. Moreover, in HMMC is 96 % of employees Qzewtionals and from them 95%
directly from Moravia-Silesia region, therefore ftingpact on regional employment seems
very positive. Moreover, according to study by Zamik and Jedika (2006) the

realization of SIZ NoSovice led to creation of mtnan 12 000 other indirect and induced
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jobs which reflects the jobs created by SIZ NoSesappliers which in general increases
the demand of goods and services in the regioritaatdtreates new jobs.

Moravia-Silesia region in long term suffers frongihunemployment rate over the
national average and one of the highest unemploiynagegs among regions. Therefore the
positive impact of SIZ NoSovice establishment inO&0is reflected in significantly
decreasing unemployment rate not only in the natioaverage, but again more
significantly in the regional statistics as showgife 8. The largest annual decrease was
between years 2006 and 2007 when on regional ewehs by 2,97% and in Frydek-
Mistek district by 2,64% (for more information ssgpendix 5). The lowest unemployment
rate was in 2008 when it reached 8,49% in M-S megad 5,9% in F-M district.
Unfortunately it was followed by increase in thexingears due to economic crisis.
However since 2011 we can observe a decrease mplogment, probably due to above
mentioned increase in working capacities within $ldSovice. Therefore the impact of
SlIZ NosSovice on unemployment rate can be assesseghapositive.

Figure 8: Registered Unemployment Rate in Moravia-fesia region
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According to amount of labour force (around 105 @@dsons) in Frydek-Mistek
district, SIZ NoSovice plays an important role mgoyment. Placement of the employees
IS even easier due to industrial tradition in tegion with corresponding relatively low
education structure of the population (see theréigdi below), and low requirements on

education and qualification from investor

4 The employer requires only certificate of secogaatucation to prove that employee is elementangaid and
further educable, adequate health status and ctaaimal record.

53



Figure 9: Education structure in Frydek-Mistek district

Education structure within population in
district Frvdek-Mistek

I muniversity (tertiary) education

| I L secondary withoutleaving
certificate
m secondary with leaving
| S | certificate
- B primary education

year

Source:CSU, 2014c, own data processing

Quite low level of education within the district isflected also in the amount of
average monthly gross wageBecause almost 95% of the professions are forualan
workers, therefore the wages are below the regiavakrage. This fact supports the
explanation from HMMC that the factory is only assambly plant. The low wages are
one of the main problems to keep the employers mgrkDue to physically demanding
character of the work together with tradition ire tregion the employees are not used to
accept such low wages but together with the higampiloyment rate people probably
prefer to have a job. As we can see from figure a@®rage monthly gross wages in
manufacturing industry in Moravia-Silesia regioe &elow the national average and even
lower than wages in Central-Bohemia region desfhitgr increasing trend over time.
Central Bohemia region is placed here as a congrabecause there are located 2 similar
industrial zone concentrated on car manufacturBi{§QDA in Mlada Boleslav and TPCA
in Kolin-Owéary) which are the main competition of HMMC on t@zech market. In
According to general information, the average mignttage in HMMC was 20 - 21 000
CZK which is even below the general average montidge in the Czech Republic. On
the contrary, average wage in TPCA moves around 26 000 CZK and in SKODA
approximately 28 000 CZK. But at the beginning, H&Nromised to employees that the

wages will be competitive with the other car mawtideers in CR (Blucha 2010).
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Figure 10: Average monthly gross wage in Manufactung Industry
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5.1.3 Impact on regional business activities

Presence of such huge project as SIZ NoSovice tmnahatwork of suppliers
naturally should increase local and regional demfandjoods and services to handle all
new created capacities. This is reflected in ireedaeconomic activity and amount of
registered subjects within the region and distfitiis positive trend reflects figure 11.

Even though HMMC overcome the economic crisis peaig and with additional
open work places and also the statistics show argepositive trend in business activities,
the local firms out of SIZ NoSovice does not prdfam HMMC that much. There were
planned in NoSovice municipality several developmemojects providing banks,
restaurants and other services for potential HMN@pleyees. In the end this plans were
not realized due to a construction of natural wadtween the SIZ and municipality
NoSovice on request of the municipality. It creagesiatural and physical barrier for
business development opportunities because theréf@ employees after work do not
have a need to overcome this barrier and use thiesg of other nearby cities on the way
home. The municipality NoSovice is satisfied witlistresult.

Therefore we can state that the impact of SIZ Nm®wn business activity
development is surely positive in regional scalé hat that much in local due to

voluntarily prevention of those activities from niga municipality.
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Figure 11: Registered business subjects in Frydek-igtek district
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5.1.4 Impact on tax revenues of municipalities

Other positive economic impact represents prob#isyonly significant profit for
the closest municipality NoSovice which in gendr@haves more distant from all activities
related to the close strategic industrial zone. aBse the zone lies on the area of
municipality, the HMMC and other investors withinZShave to pay to it Property tax
which was since the establishment of SIZ incredsethe municipality 3 times from its
initial amount (see figure 12 and table 5 below)e3e revenues represent a stable income
to municipality’s budget and therefore it can cinite to development of the
municipality. Consequently the municipality canedlla fee for municipal waste for

NoSovice residents what is paid from these Progaxyevenues.

Figure 12: Development in Property tax in budget oNoSovice municipality (2005-2012)
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Table 5: NoSovice - Percentage share of Propertyx@®n budget’s total revenues

revenues

budget's total

year 2005 2006 2007 2009 2009 2010 2011 2012
% share of
Property taxon | g 3| 3| 7| 19| 57| 52| 63

Source: Rozptet obce, 2014, own data processing

5.1.5 Other

There are undoubtedly several other aspects negufthm the establishment of SI1Z
NosSovice and presence of such strategic investa@hanregion but due to scope of this

thesis there will be briefly described last twohe timpact on Real Estate market and

improving so

Presence of important investor naturally incredabesinterest of business subjects
and consequently it is usually reflected in prioés&and and other real estate components.
Similarly it functioned also in Moravia-Silesia teg and Frydek-Mistek district where
was noticed a significant annual increase in prafeapartments between the year 2004
and 2005 probably due to confirmation of investmatgrest from Hyundai in 2005 (see
figure 13). Second effect of SIZ establishment ddo¢ assumed improved social status

and welfare of population (due to increasing GDR)iclw can be reflected also in

related economic impacts

cial status (welfare).

increasing amount of passenger cars in the regex §ppendix 6).

Figure 13: Impact on selected items of Real Estatdarket in Moravia-Silesia region
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5.2 Social Impacts

Second group of impacts caused by establishmenp@asgnce of SIZ NoSovice is
related to population in the region and social @feand changes in behaviour resulting

from this project.

5.2.1 Impact on population

As was mentioned in the previous chapters, Mor&iiesia region suffers from
population decrease and outflowof young educated workforce from the region. This
negative trend confirms the situation resultingnfrahe regional statistics where the
population in M-S region on one hand increased éebtwears 2007 and 2008 but on the
other is continuously decreasing since 2008 prgbaid to economic crisis (see appendix
7). However, Frydek-Mistek district notices gengrasitive increasing trend in population
since 2004 with significant acceleration since 2@birch was caused by the SIZ NoSovice

establishment as depicts figure 14.

Figure 14: Population in Frydek-Mistek district
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The positive population trend in Frydek-Mistek detis visible also on the levels
of natural increase in population since 2005, however the statistics migration
increase (amount of immigrants minus amount of emigranshie district fluctuate a lot
(see figure 15). Therefore it is not clear whetherSIZ NoSovice has a significant positive
impact on these indicators, especially migratioma.
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Figure 15: Population and Migration in Frydek-Mistek district
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5.2.2 Impact on criminality

According to evidence and theoretical part of theses, establishments of huge
strategic industrial zones usually brought negativgacts on the safety and criminality in
the touched areas, mostly caused by foreign immigreoming to the new areas for work
or other purposes.

These concerns occurred also among the NoSovi@bitaimts and population in
nearby district. Also competitive car manufactofféaCA and Skoda in Central Bohemia
region and M-S region was consulting with themrtlegiperience. However in case of SIZ
NosSovice this negative pattern did not occur. licased by the fact that most of the
employees are Czech nationals and also people Moravia-Silesia region, therefore the
danger of potential foreign inhabitants was elinteda HMMC even did not need to build
any lodging house for the workers because they areey day from their nearby homes.
Other reason is that M-S region disposes of enauggrby big cities which provide
sufficient amount of local workers compared to CanBohemia region where are smaller
cities and also majority of the population migrateswork in nearby capital Prague,
therefore there were missing local capacities.uro gp, we can state that establishment of
SIZ NoSovice did not have a negative impact onaegn terms of crime which is

supported by very moderate trend of commited o#ens figure 16.
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Figure 16: Crime in Moravia-Silesia region
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5.2.3 Impact on civil society and social life in NoSovicenunicipality

Before the physical construction of SIZ NoSovideere occurred several problems
related to land acquiring from private subjectstbe place of potential industrial zone
which could endanger the real investment of stratetyestor Hyundai in NoSovice, and
which have had a significant impact on the sodgs &and community life within NoSovice
municipality and which last till today. Thus theygavorth to mention.

At the beginning is important to say that aroune tear 2005 the potential
establishment of SIZ NoSovice for Hyundai becaneeléingest foreign investment project
in Czech Republic and historically first investmeritHyundai in Europe. Therefore it
naturally created a duress situation from repredimets of state and region on the local
inhabitants in touched area in order to make tinggesgic investor’s investment happen.

The controversial story begins in the year 2005 nwiras necessary to make a
change in the land-use plan for potential indulsimame which should be built on the area
about 270 ha where were that time a fertile fieMdth historically specific favourable
conditions for cabbage planting and the municipaias famous for its sour cabbage
production. The change of the land-use plan wasuidsed several times in public with the
municipality inhabitants but on these meetingsipiadted only very few of them who
were interested. In the end there were only 2-8algns from public but they were fast
resolved. Therefore the approval of land-use chahgppened quite fast without
significant refuse from municipality inhabitantshély started to be against after this
decision when it was too late to change.

The change occurred when in 2005 Hyundai came se@itlous intention to invest in

NoSovice and not in other considered areas. Therefiate representatives and Moravia-
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Silesia region did not want to miss such opportunibich would not have to be repeated
and started to prepare everything for a smoothofutine establishment process. Crucial
part was to acquire the land around NoSovice mpaiity from local owners. To support
the smooth run of the process, state and regiogasetl special financial means for
compensation of the local people who would haventve from the locality. Therefore
they offered a special price of 150 CZK/m2 for pleithereas land of similar type is valued
for 30 - 70 CZK/m2 and in case of agricultural ladepending on quality from 3-10
CZK/m2. Additionally, each family who would have tmove would receive 100 000 CZK
as a compensation for inconvenience with the astabkent. Therefore for most of the
owners who did not have a particular relation ®@dhea (98%) it was a lucrative offer. But
the main problem was with remaining 2% composedfasfers and agricultural
cooperative NoSovice who did not want to sold thesird due to historical circumstances
(they had to face communist collectivization in 850’), social ties to the land and other
reasons related to their agricultural production.

The situation escalated to the point that state B8 region pressed on the
remaining owners who did not wanted to sell eveugh it was presented that no one will
be forced in those decisions. It is a question twérethis pressure was ruled on purpose or
appeared naturally but in the end it created aanwnenient peer pressure and threats and
blaming within the community. Persisting farmersdlved in the process also Ecologic
legal servicg (a non-governmental organisation) which helpednttie resist and maybe
partly radicalize the whole dispute and added neoneronmental aspects. In the end after
several months of waiting, in December 2005 theas an ultimatum from M-S region
that if they would not acquire the rest of the latiey would cancel the whole investment
and Hyundai would localize somewhere else. Thisiltesven more radicalized the
situation and disputes among the locals who blaotieers from potential loss etc. Finally,
few days before the ultimate date several anonyrteitess occurred where the remaining
farmers were threatened with death. Therefore usoearl pressure and fear they gave up
and agreed on the land sale.

It can seem as a successful end for the regionraedtor but this land-acquisition
process had a crucial impact on relations withexabmmunity where several disputes and
injustice lasts till today. The mayor of NoSovicérdélav Krivanek confirmed that today is

the situation among local people better, the tirepdd to forget, but in some cases it

5 More about this NGO ahttp://www.eps.cz/resime/pripad/nosovice-pribehsangbilky-na-zelene-louce
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would never be the same again. Despite the HMM@@ gavthe municipality 140 000 to
organize a festival in the municipality, to suppantd regenerate the social ties, it was not
fully successful. He also adds that this case wasgy supported by media and even
there was shot a controversial documentary abountfy and NoSovice which describes
the case and basically claims against the wholgegrcand behaviour of the state
representatives to the local people. This medialpzagn in general showed the case in
very radical way.

Therefore he justifies the decision that most ef itthabitants who had to sell their
plots or move out from NoSovice does not feel alfh and are satisfied with their new
situation. Most of the initial plots and houses evetd and therefore to the locals were
offered in many cases better plots in nearby mpalities where they are happy today. In
general the establishment did not have significeffécts on the population in nearby
communities (see figure 17).

We can state that in the end the situation becagaegiul in the community but the
circumstances which accompanied the land acquisifioocess for industrial zone
establishment had a long-term impact on commufaliri related area which could have

been solved in more friendly way.

Figure 17: Population in municipalities nearby SIZNoSovice
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5.2.4 Impact on local and regional communal activities

Besides the above mentioned impact on social tiethinv the NoSovice
municipality, there is worth to mention a conseduestablishment of Hyundai foundation,
signed by HMMC, representatives of Moravia Silesggion and other local Non-
governmental organisations. The foundation is at pér Hyundai Corporate Social
Responsibility policy because the HMMC presentsliitas a responsible employer who
supports the local and regional development ardtsnahanufacturing area. So far HMMC
allocated in this fund approximately 25 million CZK supports mostly projects of small
scale in around Frydek-Mistek and Novyidj especially related to the environment
protection and transparency and well-functioningublic administration (HMMC 2014).

Moreover, HMMC donated to each of three nearby wmipalities, namely
NoSovice, Nizni Lhoty and Dobra, one car Hyundaicktare used as company cars, other
cars were donated to some educational institutibmaddition, within the project “good
neighbour”, 13 related municipalities can apply fianding of local development projects
(sport areas, playgrounds for children, etc.) up@®00 CZK per year. HMMC organizes
also events and social activities such as Koreas,ddyundai Family days for the
employees and their families and general publichiwitthe industrial zone and other
projects related to health and safe traffic.

Due to large scale of SIZ NoSovice and to assueysanvironment, HMMC built
next to the zone a brand new Integrated safetyr&antluding a non-stop service of
firemen, police and ambulance which can be usednigtfor SIZ but also for actions in
the nearby district when necessary. HMMC built gtetion on its costs.

Therefore it seems that HMMC contributes to a peac®cial and communal life
in the region but according to mayor of NoSovicenmipality, the support from HMMC
could be more significant and friendly, despitiatges as a “good neighbour”.
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5.3 Other impacts

Industrial zones create many positive and negatiyacts which were mentioned in
the theoretical part but due to the scope and miamnof the thesis there are covered only

selected ones in relationship to Strategic indaistone NoSovice.

5.3.1 Environmental impacts

In relation to such industrial complexes there glsvarose many questions related
to environmental impacts, pollution of environmemay to prevent it and protect. In case
of NoSovice it was the same, especially when thieistrial zone is located directly few
kilometres from Landscape preserved area Beskydyo#mer nature reserves as you can

see from figure 18.

Figure 18:]!___99_5}jci0n of SIZ NoSovice
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It is important to emphasize that from the begigrtime attitude of Korean investor
to environment was very friendly, Koreans are faméar their attitude to environmenta
protection and preservation. It was also one ofrdesons why they chose NoSovice —
because it lays directly next to the mountains vgravides unique scenery. On the other
hand the construction of SIZ interrupts the natlaatiscape scenery of Beskydy. The zone
Is therefore visible from far distances.

However in the process of construction was increédeenporary dustiness which
was solved by sprinkling of the ait but this didtnmave a significant impact on
environment. On the other hand it was a uniqueasdn in the Czech environment that
during the construction period there were savedenttoan 1 000 grown trees which were
twice replaced by a special and difficult technigqueKorean investor’s request and costs.
In total it was saved 1 065 trees.

The investor also expressed interest on preservatiad replacement of the fertile
land from fields of NoSovice which was taken anplaeed to nearby localities where can
be again used for agriculture.

There were also fears about the quality of air aode limits but due to the fact
that HMMC is one of the most modern automatic pobdms, having all the safety and
ecologically friendly certifications, therefore fillfil necessary requirements and norms.
By that the HMMC confirmed its environment respdiigy. Thus, there does not occur
any smoking chimneys which would pollute the aineTmanufactory is not noisy but in
any case there is a 7 meters high noise proteatadhwhich should capture all possible
noise and also serves as a natural barrier to aeptre nearby municipality NoSovice
from the zone. It was built on resident’s request herefore there is no direct access from
SIZ to NoSovice and the municipality isolated itseh purpose from any further
development. Employees from SIZ have separate waynd the zone which has a direct
connection to the highway R 48.

Therefore we can state that SIZ NoSovice does moemte significant negative
environmental impacts and seems as a proactivergsmbnsible company in terms of

environment protection which cooperates with I0¢&0’s on related projects.

5.3.2 Impacts on transport infrastructure

Transport infrastructure is one of the factors esited economic development,
especially in declining or structurally disadvamdgegions which are usually not well

accessible. That was also the case of Moraviai&ilegion. Intention to establish there
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strategic industrial zone undoubtedly contributeédceleration of some parts of transport
infrastructure, especially construction and conioest of motorway D47 to Ostrava and R
48 connectin Frydek-Mistek and No3ovice with ZilinaSlovakia, to which obtained SIZ
NoSovice an allowance to build a direct connectiom the zone. There was constructed a
railway siding which directly connects the areaSéZ with general frequented railroad.
There are also plans to revitalize near internati@rport in Ostrava-MoSnov to assure
also a development in aviation transport. Othemn gk to improve the capacity and
function in the near water channel with port inr@ga for shipping.

In general, besides the initial negative impacttramsport as increased traffic on
some local communications before the constructiomeotorways, we can say that SIZ

NosSovice positively contributed to transport infrasture development within the region.

5.4 Proposals for further development

Based on the above mentioned impacts and findings fmy research for my
thesis, | would like to mention some ideas and psajs for further positive development

in the region related to industrial zones. Theeesmveral areas:

Innovations, Research and Development

Moravia-Silesia region suffers from relatively higimount of low educated
population and lack of technically educated yourgjgssionals which can be caused also
by the lack of Research and development centressifhiation is improving in recent
years but still the results are not visible. linteresting that HMMC never had a
commitment to contribute to R and D developmenh@region or innovations in the
region related to its huge investment in NoSovide reason is that they have massively
invested in R and D centres in Korea, thereforpraltesses happen there. In recent years
it cooperates with the technical university in @s# but only in terms of syllabus or
coursed changes. And the initiative came not fradMC but the university. Therefore
there should be a more tight cooperation betweemntrestors and education institutions
to adjust the education on better future use iotm@and to meet the demand with supply

on the labour market.
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Tourism

Tourism is usually used as a tool for regional dgw@ent in declining, structurally
affected or other disadvantaged regions. Therefocase Moravia-Silesia according to its
increased number of investors who contributes tmemic development of the region, it is
desirable to utilize region’s full natural and cu#l potential in tourism to attract even
more investors to use regional services and atrectto support local business
development. The region offers many opportunities fecreation, tourism, cultural
heritage and therapeutic programs. In summer thienmeoffers wide network of trails for
hiking and cycling; in the winter, mountain rand#sby Jesenik and Beskydy dispose of
skiing resorts and cross-country skiing trails. Fitaation is improving but still there are

gaps in the hospitality services.

Change in legislation related to industrial zones

Due to increasing number of completely unused otlypaccupied newly created
industrial areas in the Czech Republic, there shbalaccepted some restrictions, limits or
conditions under which could be the new Greenfiddddt. This is not the case of SIZ
NosSovice but in general, it is a current problemeesally when there are many unused
Brownfields as well. Therefore the government stanlthe legislation process inspire for
example in Great Britain, where in case that theesitor decides to establish the zone in
particular location, if there is a brownfield negrlit is not possible to construct a new
Greenfield and the brownfield is offered for reli#ation.
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Conclusion

Massive construction and further activities of isttial zones in Czech Republic
significantly contributed in recent years to ecomomerformance of both national and
regional economics. In Czech Republic, the newstrthl zones are usually located in the
declining or structurally affected regions from thensformation of economy in the 1990’s
which suffer from negative socio-economic pattessslow economic performance, high
unemployment rate and outflow of population. Thisalso the case of Moravia-Silesia
region and Strategic industrial zone NoSovice whiels established in 2006 for a strategic
Korean investor and car manufacturer Hyundai whsanificantly contributed to the
improvement of regional and national economic peménce. SIZ Hyundai NoSovice is
one of the most successful industrial zones ofigarevestor in the Czech Republic, due
to its investor's global importance and unique chaof location in Czech Republic as a
first Hyundai car manufactory in the central Eureg@ch should assure increasing sales
of cars on the European market. . So far it wasldhgest project from Czech state for
foreign investor in volume of investment incentiveseived. But industrial zones generate
many positive and also negative impacts and iteesscis not always assured from the
beginning as it usually is in case of strategicester such is Hyundai. In recent years
occurred many industrial areas in the Czech Repuldi assure the competitive
environment but nowadays they have problems witlupancy and free space.

The general aim of the thesis was to analyse arttigiuassess the main socio-
economic impacts of industrial zones on regionalettgment, concretely current socio-
economic impacts of strategic industrial zone Na&®wn its closest area. We can say that
according to the research SIZ NoSovice with itdgrerance and regional impact belongs
to one of the most successful industrial zonehién@zech Republic which is not always
the rule.

In the theoretical part were described basic teantsconcepts related to industrial
zones such as Greenfield and brownfield and brisfljnmarized their advantages and
disadvantages. Further were in more detailed dsstlithe potential positive and negative
impacts or risks on the region resulting from irtdas zones establishment based on the
foreign literature and scholar studies review. €hwere identified the main controversial
points over the caused impacts. Further was exgdaihe importance of state support in

the Czech Republic in case of industrial zone distabhent for the investor and which
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benefits could be provided, including the explaoatof investment incentives. It is also
important to mention how is the Czech legal framdwand system of investment
incentives tied with the European Union framewonkl avhich programmes deal with the
industrial zones topic. Also there is describedithgortance of Foreign direct investment.

The practical part first introduced main charasté&ss of Moravia-Silesia region
and consequently described the situation of otmgustrial zones within the region where
showed up the fact that there is a huge amountdfsitrial zones due to region’s tradition
in industry and manufacturing. However there am Yery successful ones such as SIZ
NosSovice which is fully occupied and also there segeral which are not occupied but
also some which even had to extend their area dueestors interest. Therefore
Moravia-Silesia region seems as a favourable aoeainfdustrial zone establishment
providing sufficient labour force from the regidrurther it concentrates in the Strategic
industrial zone NoSovice and defined that the nh@galization factor for the investor was
among others the proximity to its daughter car nfactory KIA in Slovak Zilina with
which it can share some components.

Then in the second part were answered the auxitjagstions to assess the main
socio-economic impacts of SIZ NosSovice on the eglatistrict and region which were set
in the introduction. In case of economic impacttistical data confirmed the increasing
trend of Gross Domestic Product per capita andfgignt reduction of unemployment rate
since the HMMC establishment and further run ofrapen. The only relatively negative
impact could be observed in the amount of averagessgmonthly wage in the
manufacturing industry in Moravia-Silesia regionigvhis lower in comparison with other
competitive car manufactories in the Czech RepulMoreover the average wage in
Moravia Silesia region is below the national averabhe statistics also proved increased
business activity in the region which is relatechtomerous network of HMMC suppliers.
But for example the municipality voluntarily refuséhe potential business development
resulting from HMMC presence and isolates itselbnir the SIZ. Other mentioned
economic impacts expressed only positive trendsrapécts on the region.

Following social impacts of SIZ NoSovice presenadlected increasing
population in reference Frydek-Mistek district, lewer in regional statistics the impact
was not significant. Also the statistics did nomfioned theoretical assumption that
presence of industrial zone increases criminalitythe region, because there were not
problems with new inhabitants due to fact that Bi&ovice uses as labour force in almost

100% the Czech nationals, mostly from the Moravlasta region. That goes hand in hand
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with the decreased unemployment and positive ecanampacts. Moreover, HMMC
represents itself as a responsible Employer and geighbour in the region who cares
about its development, therefore it participated arganizes several events and activities
for better communal life. However in relationshipland acquisition for the SIZ NoSovice
occurred several disputes among local people aptesentatives of the state which
resulted in huge peer pressure and anonymous éhregtwith death to local farmers who
did not want to sell their land. Therefore the abties and relations within the community
were broken and the SIZ NoSovice had a long-tergatiee impact on the social life in
NosSovice. Besides this issue, social impacts offfdZovice seem to be positive.

In the end there are described main environmentphcts which are mainly very
positive due to Korean investors emphasized impodeof environment protection and
preservation. That is confirmed by highly ecologferation of the manufactory and alsi
preservation of the nearby area such was repladesh@more than 1000 grown trees from
their initial stand instead of cutting them. In thad there is assessed the impact on
transport infrastructure whose development waslaated in all its components due to
Hyundai’'s investment.

To sum up all the assessed impacts, SIZ NoSovitecte after 7 years of its
operation mainly positive impacts in all areas,eesly for the closest district Frydek
Mistek and also on national level in increased espo

In the end of the practical part are mentionesss\proposals for further regional
development in areas which were not mentioned bthoa sees there an undeveloped
potential for further regional development. The agreare missing investments and
cooperation between the investors and educationatitutions in Research and
Development, further there is not fully developextemtial of Moravia-Silesia region in
Tourism which could assure further business devetoy in the region by provided
services. And the last is the development of lagigd framework which touches industrial
zones, especially how to find balance in regulabbnew zones created to prevent current

problems with unused capacity of Greenfield andesgive capacities of brownfields.
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Appendices

Appendix 1: Administrative breakdown of the Moravia-Silesia region

Administrativni ¢lenéni Moravskoslezského kraje
Administrative breakdown of the Moravskoslezsky Region
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Appendix 2: Administrative breakdown of Frydek-Mistek district (from 1.1.2008)
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Appendix 3: Incentives granted to su

pliers of SIZNoSovice in Frydek-Mistek District

Applica .
nt's InV?St' Invest. )7 Stgte Appllcat Decision -
Company Sector mil. X created| aid ion -
country mil. CZK | . year
" EUR jobs (%) year
of origin
Hyundai Motor manufacture d
Manufacturing Czech s.r.o. | of transport Korea 1185,3§ 34428,9 351 13 2006 2008
equipment
2006
) manufacture
Dymos Czech Republic s.r.of of transport | Korea 29,16 846,83 422 15 2008
equipment
manufacture
HYSCO CZECH s.r.0. of transport | Korea 19,52 566,89 70 15| 2006 2008
equipment
i i manufacture 2006
Mobis Automotive Czech | ransport | Korea 5141 | 149331 840 15 2008
equipment
manufacture
Hanwha L&C Czech, s.r.o. | of transport | Korea 15,52 409,02 99 40| 2008 2009
equipment
rubber and Czech
Hanwha L&C Czech, s.r.0. | plastic Re 5,44 149,57 50 30,0f 2014 2014
industry P
Source:CSU
Appendix 4: Location of Strategic Industrial Zone NoSovice and its connection to motorway
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Appendix 5:Registered unemployment rate in Czech Reiblic

2005 2006 2007 2008 2009 2010 2011 2012
Czech Republic 8,88 7,67 5,98 5,96 9,24 9,57 8,62 9,36
annual increase % -1,21 -1,68 -0,02 3,28 0,32 -0,95 0,74
Moravia-Silesia
region 14,23 12,58 9,62 8,49 12,14 12,36 11,18 12,34
annual increase % -1,65 -2,97 -1,13 3,66 0,21 -1,17 1,16
Frydek-Mistek
district 12,06 10,51 7,87 5,90 9,80 9,51 8,12 9,34
annual increase % -1,55 -2,64 -1,97 3,89 -0,29 -1,38 1,22

Source:CSU, 2014c, own data processing

Appendix 6: Vehicles in Frydek-Mistek region

Vehicles in Frydek-Mistek district
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year
mPassenger cars  BMRegistered vehicles in total
Source:CSU 2014c
Appendix 7: Population in Moravia-Silesia region
Population in Moravia-Silesia region
Moravia- Frydek- Municipality
Year Silesia Mistek
region district Dobra | NoSovice| Nizni Lhoty

2003 1255910 209 377 2 96p 979 261
2004 1253 257 209 316 2941 994 252
2005 1 250 769 209 326 2976 981 248
2006 1249 290 209 585 2974 969 255
2007 1249897 210 369 300y 975 256
2008 1 250 255 211 070 302y 1 000 253
2009 1247 373 211 482 303p 994 260
2010 1243 220 212 100 3 05¢4 1004 262
2011 1230613 211 853 3 04y 983 266
2012 1226 602 212 448 3074 992 257
2013 1221832 212 537 3108 990 265

Source:CSU, 2014b
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Appendix 8: Population and Migration Increase

Natural increase in population

Increase in migration

Moravia- | Frydek- Moravia- | Frydek-

year CR Silesia | Mistek CR Silesia | Mistek

region district region | district
2000 -18091] -1591 -255| 6539 -1801 72
2001 -17 040, -1694 -360| -8551) -2086 76
2002 -15457] -1 668 -314112 290, -1584 292
2003 -17603]  -1830 -326] 25 789 -511 505
2004 -9513] -1222 -339|18635 -1431 278
2005 -5 727 -814 -179136 229 -1674 189
2006 1390 -276 -79134 720, -1203 338
2007 9 996 705 145| 83 945 -98 639
2008 14 622 428 32| 71790 -70 669
2009 10 927 -7 103|28 344 -2875 309
2010 10 309 -194 97]15648 -3 959 521
2011 1825 -1577 -225|116889] -2515 686
2012 387 -1 361 -81/10293 -2 650 676
2013 -2409] -1681 -181] -1297) -3 089 270

Source:CSU, 2014c
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