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B cumyayuu, xoeoa Bradusocmoky u I[lpumopckomy kparo yoensrom 6cé 6onvue u 601buie HU-
MAHUsL CO CIMOPOHBL 20CYOAPCMEd, Mvl HAOAI00aeM Oonblle PUHAHCOBbLE BIUBAHUS U CO30AHUe YCII0-
sutl 0nst uneecmopos Poccuu u 3apybesicnvlx cmpan. B dannou pabome mvl 0aém oyenky s¢hgexmus-
HOCMU UCNONIb308AHUST PECYPCO8, 3AMPAYUBAEMBIX HA paA36umue 20poo0a U pecuona, u 0aém npocHo3,
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VLADIVOSTOK AT THE MODERN STAGE OF INTEGRATIONAL
PROCESSES IN ASIA-PACIFIC REGION. DEVELOPMENT
OR STAGNATION?

In the situation when Vladivostok and Primorsky iKaee receiving more and more attention
from the government, we are witnessing large fir@nnflows and creating conditions for investors
in Russia and foreign countries. In this reseamh,evaluate the effectiveness of the use of ressurc
involved in the development of the city and thaore@nd make a forecast for future development,
taking into consideration current internal and axial factors.

Keywords. Vladivostok, Primorsky Krai, The economy of Vladiok, Free port of Vladivostok,
Sollers, Porto franco.
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In order to give an adequate and objective evalnaif the current economic situation in the re-
gion and the city we should define the procesh@igenesis of the economics of Vladivostok ase fre
port, also known as porto-franco(free port, freeeozona franco, bonded area, Freihafen, foreign-
trade zone etc.). Originally, the term itself mean$easide harbor using the rightof duty-free irpbr
foreign and aboriginal goods». However, nowaddyis, term got a little bit new definition. For in-
stance, Fisenko A.l. and Khamaza E.A.in their nededefineporto-franco as «definite territory, in-
side which, the industrial and transport-logistiobjectsand the objects of social infrastructure ar
located. This infrastructure is commonly a speciadtoms zone or customs areaon which the simpli-
fied customs rules are functioning (or customs fescompletely absent), hon-controlable transship-
ment is carried out and also other specific featuwfeeconomic regulation agreed upon by relevant
agreements and state regulations».[2] But, for @anThe Federal Law of July 13, 2015 N 212-FL
"On the Free Port of Vladivostok" gives the followgidefinition «Free port of Vladivostok means a
part of the territory on which in accordance whistFederal Law and other federal laws, state stippo
measures for entrepreneurial activity are estattish[2]

Porto-franco, as fact, appeared not even in tiec@dtury. Yet in the year 1547, in Italy there was
a first porto-franco opened in the city of Livormahich in the atmosphere of the rapidly growing-eco
nomics of the great sea-powers of XV — XVII cergsgot its significance as an important place for
storage and keeping a vast variety of goods foletwith Levant. In the period between XVI and XIX
centuries, the regime of «porto-franco» was esthbd in the certain port cities of some European
countries, as it is shown in the spreadsheet 1

Spreadsheet 1

City Year City Year City Year
Livorno 1547 Port-Maho 1718 Theodosius 1798
Genoa 1595 Trieste 1719 Odessa 1817
Venice 1661 Fiuma 1719 Bremen 1824
Altona 1664 Hamburg 1727 Lubeck 1833
Marseilles 1669 Ancona 1732 Vladivostok 1862
Gibraltar 1706 Messina 1732

The first port of this kind in Russia was Odessatan 16" of April, the year 1817 according to
the decree of Emperor Alexander Il. Before creatingtoms outside the town, Odessa was used for
storage of European goods and their further sertdi®inop, existing until the year 1859. Thank#ul t
the «porto-franco» regime, Odessa became the thast important city in Russian Empire, but in
spite of scarcity of land for the further port’sritory expansion and slow growth of city’s economi
development pace itself, country had high lossewowD0 thousands rubles a year that lead to com-
pelled closing of the port.

In the year 1862 in Vladivostok, the «porto-francegime was officially established.

The project of a free port itself was aimed to gigant speeding up of integrational process of
Vladivostok into transborder relationships withgiéoring states, whereupon the transport infrastruc
ture had to develop, the authority and relativitytadivostok and Primorskiy Krai's markets had to
increase, introduction of privileges for investansd, therefore, Vladivostok's leading positions in
Asian-Pacific region. Nonetheless, it met a cersmunt of criticism, because its fulfilling may be
followed by high risks of investments outcome bg #nd of the ten-year grace period,that could lead
to pre-reform condition, lose of capital and gehstawdown of development. However, during the
period in which investments would come, many indestwould develop, including a sphere of tour-
ism, that seems to be the most important incomecedor some countries in the 22¢entury. And in
order to strengthen the basis for development arsbften the possible consequences of the project’s
failure, it was decided to follow the world-usedidencies of creating a free economic zones. That is
why Federal Law No. 473-FL «On Territories of Adeament of Socio-Economic Development in
the Russian Federation» was created [3], the imphation of the provisions of which was the Fed-
eral Law “On the Free Port of Vladivostok”. Whenbstantiating the project for the free port of
Vladivostok, based on expert estimates, a foreshstyn in the spreadsheet 2 was made.
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Forecast growth of economic indicators of Primorskyerritory [6]

Spreadsheet 2

Indications 2021 2025 2034

Gross Regional Product (GRP), billion rubles 1 006 1402 100 2157 700
(1,7 times grow- (2,2 times growth | (3,4 times growth
threg. 2015) reg. 2015) reg. 2015)

GRP growth, billionrubles +440,1 +766,2 +1521,8

Number of newly created places, thousand units 84,7 169 468,5

Fixedinvestments 1,6 times 2,5 times 5.3 times

The expenses of the federal budget to compensate 3,84 31,716 34,751

shortfalls in state revenue off-budget funds, duilli

rubles

The increase in tax revenues to the budgets (VAT,| 32950,49 97417,42 530146,32

PIT), million rubles.

Considering the economic content and the econoatiere of the free port, it is worth noting that
at one time it was one of the first forms of a fem®nomic zone (FEZ). At present stage, due to the
intensified development of integrational proces§eg economic zones began to turn from economic
systems of production and distribution type, insional cooperation and division of labor into eco-
nomic systems of integrational orientation, takihg form of customs unions, international free érad
and even whole economic unions. [3] We considesiterg such zones on the territory of Primorsky
Krai to be important and, no doubts, necessarysi®et at the intense globalization processes and
integration,which in turn should raise the authoot Russia and, in particular, of Vladivostok.

However, havinganalyzed theexperts’ prognosesaddtaefPrimorsky branch of the Federal
State Statistics Service from the year 2016 toyda 2018 (spreadsheet 3), we made our own forecast
to identify the error.

Spreadsheet 3
Indications 2016 2017 2018
Gross Regional Product (GRP), billion rubles 739,2 776,3 834,02
GRP growth,% +3% +8% +16%
(reg. 2015)
The average annual number of employees of or- 575148 558523 562852
ganizations in the Primorsky Territory Avg. per
year, people
Fixedinvestments, million rubles 105100.3 96533.9 111071
Numberofunemployedpeople 14702 10700 8937

According to our calculations, in the conditionsstdble development of GRP at 8% per year, by
2021 GRP will amount to 1004.7 billion rubles, whimeans that the growth index will be 1.4. From
here we see a discrepancy in forecasts expressaddifference of 30% relative to 2015, which
amounts to 287 billion rubles, which is even higtiem the GRP of the Smolensk region for the year
2017.

Thus, speaking about the prospects for the devedapof Primorsky Territory and Vladivostok,
in particular, one can observe some growth, whaththe conditions of its stable development, will
undoubtedly positively affect the level of favoralhvestment environment of Primorsky Territory as
a whole.

On the other hand, there are some other factovedna direct impact on integration of Primor-
sky Krai and Vladivostok into international and €seregional economics. These factors are so called
«the territories of advance development» or TADs.

Initially, territories of advanced development @iaeafter — TORS) were the fulfilling of the con-
struction of a multimodal transport and logisticenplex, the development of mechanical engineering,
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food, pharmaceutical and light industry, the prdituc of building materials, including production
logistics. The draft federal law “On Territories Aflvance Social and Economic Development and
Other Measures of State Support to the RegionBeofar East” gives the following definition to the
territories themselves: “The territory of advanaetio-economic development refers to the territory
of the constituent entities of the Russian Fedemalocated in the Far Eastern Federal District in
which special legal regimes of entrepreneurial @her activities are taking place.”[4]

In essence, they are similar to FEZs, but the wiffee is that the TADs were created because of
the request of the region itself, as well as tlypiest of certain investors who could use them éoen
mining. The developers of the Federal law draft $pecial economic zones in the Russian Federa-
tion” also highlight the following significant dgrences [6]:

— the draft law contains a significant number gfalemeasures designed to solve various types of
problems of advanced social-economic developmetiteoFar East regions;

— the scope of the draft law is limited by theiterres of the subjects of the Russian Federation
located in the far East;

— the order of creation and the model of the TABedisignificantly from the order of creation
and types of special economic zones;

— special legal regimes for conducting businessities in the TAD in order to create a business-
oriented barrier-free environment for residentshef TAD, the possibility of establishing other tach
cal and sanitary-epidemiological regulations onogtpriented TAD, the ability to invite key staff;

— the model of functioning of the TAD, in contrastthe FEZ model, includes zoning of the terri-
tory of the TAD to ensure the full range of itelés an integral system, which includes variougtger
rial zones;

— the draft law contains a more comprehensive gapreo the development of the TAD than the
regulation of the FEZ, which is expressed in thesgality of establishing various measures of state
support for residents of the TAD and the developméthe regions of the Far East. [6]

According to economic forecasts, the TADs, as wslthe FEZ, should have positive effects on
the economic and social spheres, as well as creaty jobs, which would mean an increase in tax
revenues to the budget. In addition, the inflowfiodnce to the budget would mean, as we have al-
ready mentioned, a large-scale development of dhesim sector, improvement and reform of the
transport and logistics systems. It was assumedthieaimproved functioning of the agro-industrial
complex would reduce the price of meat and agucaltproducts. The development of the port of
Vladivostok itself should increaseconsumer demamj as a result, trade turnover. But since this pro
ject was supposed to work in synergy with the Frest, which, as we have already found out earlier,
does not meet the forecasts of its effectivenesscam observe that against the background of isis d
crepancy, total corruption, mass outflow of fundsnf the sphere of real business, other problems
have a direct impact.

The main problems are:

Weak development of the transport system, whictoiprepared for increased traffic flow;

A duty-free regime that can trigger an increasexjports of raw materials;

Uneven distribution of powers between local autiesiand the management company of the free
port of Vladivostok on land management issues;

Facilitated import of imported products may leadrtoreased competitive pressure on the local
agricultural sector;

In its modern form, unlike the ports of South Korétong Kong, Singapore, etc., the port of
Vladivostok can't accept modern cargo ships, duigstarea, the expansion of which requires consid-
erable investment. [1]

We would also like to highlight the problem of uadability of infrastructure, which is expressed
in the fact that residents of the TADcan't staft-fcale implementation of their projects due te th
fact that only one of the four events to form thfrastructure of the TADs has been completed as of
October 19, 2018-the construction of highways amahntighting. This has created obstacles for po-
tential investors, as well as forcing existing ot@snake adjustments to their project implementatio
plans. In general, this shows that the region ts@ady for unhindered development of the investmen
environment.

A particular example of the influence of the aboventioned negative factors is Mazda-Sollers
project, created in 2011 in Vladivostok under anjgproject of Russia and Japan based on the
Nadezhdinsky TAD. The main obstacle was the caatbefi by the Ministry of industry and trade in
2020 of subsidies for the transportation of camlpced in the Far East. The government justifiésl th
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decision by saying that there should be no targetggort for individual companies, especially since
Mazda-Sollers special investment contract (SPIQ)ickv provides tax incentives in exchange for in-
vestment, will continue to operate in any caseleBobelieves that this reform may lead to a Idss o
investment, confirming that:

The actions of the Government and local authorii@sot always correspond to their statements
and declared intentions;

Residence in the TAD “Nadezhdinsky", where thedatghumber of residents is located, has in-
creased risks for them.

Based on the previous information, upon closer éxation of the project of TAD, there are simi-
lar projects in FEZ and Free port of Vladivostoktéas affecting the stable economic development of
Vladivostok and Primorsky territory. They are exgzed in high risk of loss of revenue for investors
and residents.

As a result, we came to the following conclusioat thased on the information we have analyzed,
the current activity of FEZs in Vladivostok doed fdfill its main role, which is to give an impetuo
the economic development of the Primorsky territamg the Eastern region as s well. In addition, the
contribution of these zones to the economic anthkeconomic development of the entire country is
extremely small. We see the same situation with $ARhere even positive aspects (for example, a
significant increase in cargo turnover) result ggative ones (unpreparedness for large cargo vol-
umes), since the vector of development of TADsilieated in a direction that does not contribute to
the development of integration. After all, evertlie case of «Sollers», cars are not delivereddo th
Asia-Pacific market, but to the European part o§$a, which in itself is an incorrect decision.

In our opinion, for the successful integration e, it is necessary to produce high-tech products
that are in demand in the Asia-Pacific market. Hemvenot all the information above means that
these Federal projects are unnecessary and urisuitahe economic and other conditions in modern
Russia. The significant amount of resources thasthte still invests in these zones shows, oorlee
hand, the direct intention of the state to develod not abandon this idea. On the other hand, these
intentions are minimized because of widespreaduption, which causes some of the resources to be
wasted. Therefore, we conclude that only with tgbtrselective approach, responsibility and fulhco
trol of regional authorities, FEZs and TADs, bemgromising form of foreign trade activity in Rus-
sia, can bring our state to the modern stage okehaelations, as well as contribute to a moreceffe
tive and rapid process of introducing Russia i@ world economy and the Asia-Pacific region, as
the most promising region.
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