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Abstract

The subject of the article is perspective development directions within special economic zone in Republic of Crimea and Sevastopol city. After
holding the referendum on joining of the peninsula to the Russian Federation, the leadership of the country faced with the task of development
of the region, one of the main instruments for which was the creation of special economic zone. Even before joining, the economic level of Crimea
was among the least developed Russian regions. Financial, economic and military-political crisis in Ukraine has exacerbated its economic
position. In 2014, there was decline in production, foreign trade reduced multiply, and tourists flow decreased. In addition to exacerbation of the
existing problems (short tourist season, homogeneous tourists flow, dependence on supplies of water and electricity), new ones appeared: growth
of food prices, deteriorating ability to attract credit resources and the level of banking services, the need to re-register enterprises and associated
downtimes. The purpose of this work is to propose basic development directions within the special economic zone. The methodological base of the
research is comparative analysis, cause-effect relationships, as well as historical method. The author indicates the most perspective development
directions for the residents within the SEZ. They include tourism, manufacturing (food and chemical industry, mechanical engineering), as well
as agriculture. The author gives advice on potential areas for investment in the tourism industry: hotel business, restaurants and entertainment,
passenger transportation. At the same time due to several factors development of innovative industries and commercial ports is prejudiced.
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Crimea and federal significance city of Sevastopol”
came into force.

In 2014, the important event happened in the post-
Soviet space: according to the results of referendum
on March 16, the Autonomous Republic of Crimea
and Sevastopol city came under the jurisdiction of the
Russian Federation. In this regard, Russia received

Crimea: general economic profile

However, just holding referendum was not enough

not only new rights but new responsibilities as well.
One of the latest is the economic development of the
joined region.

The task of accelerating and increasing the volume of
atftracted investments with tax and customs privileges
can be solved through creation of a special economic
zone. So, on January 1, 2015 the Law "On the
development of the Crimean Federal District and the
free economic zone on the territory of the Republic of

for the integration of new regions into the Russian
Federation. A long process of adaptation of economy
of the Republic of Crimea and Sevastopol to the
Russian economy began.

In terms of economic development the region was
among the least developed regions of the Russian
Federation. So, by GRP it was on the 59-th place'
(4.3 billion dollars in 20122, by volume of industrial

! Available at: http://raexpert.ru/researches/regions/krim_2014/
2 Available at: http://www.kommersant.ru/doc/2418407



INNOVATION

production — on the 60-th. Positions of Crimea by per
capita figures were even lower.

Accession to Russia and economic crisis in Ukraine
strongly affected the economy of the peninsula.
Existing economic ties were violated, traditional
markets and suppliers of goods and services were lost;
due to transition to Russian legislation, downtimes at
businesses were observed. Moreover Crimea almost
completely lost Ukrainian tourists and investments.

As aresult,in 2014 the volume of industrial production
fell by 9.9%, the volume of agricultural production
increased by only 0.7%, while the volume of retail
trade fell by 7.6%. The deepest decline was observed
in the construction sector: amount of construction
work accounted for only 44.5% of volumes in 2013.
The fall of passenger and freight transportation
was 14.2% and 32.1%, respectively. The volume of
investments in fixed assets amounted to 21.5 billion
rubles, which was almost 2 times less than the year
before.

Last year was also marked by significant reduction in
foreign trade. Exports fell by 84.2% and imports by
93.2%'. As a result, from April to December, exports
totaled 147.9 million dollars, while imports — 84.2
million dollars.

Despite the macroeconomic problems, the average
nominal wage increased from December 2013 to
December 2014 by 1.7 times and amounted to over
21 thousand rubles [1]. Atthe same time the consumer
price index over the same period was 142.5%,
indicating some increase in purchasing power.

Economic problems of Crimea

The Republic of Crimea before joining Russia had a
number of problems: short tourist season (from June
to August), lack of water supply and shortage of local
electricity production. In addition, the region was
subsidized. [2] So, in 2013, from 490 million dollars
of budget expenditure, 256 million dollars accounted
for grants and subventions from Kiev 2.

Change ofjurisdiction led to aggravation of the above
mentioned problems. For 23 years after Ukraine
gained independence, resorts of Crimea had not
become international. The majority of tourists visiting
the peninsula were from the CIS countries, especially
from Ukraine and Russia. Due to this fact, financial,

economic and military-political crisis in  Ukraine
severely affected the flow of tourists. For example,
in 2014 the total number of rested was 3.8 million
people. Although year earlier, there were more than
6 million tourists. And a large part fell on Russians.

Crimea was always dependent on electricity supplies
from other regions of Ukraine. In 2014, availability
of power was about 20%. So, only 1,131 billion
kWh was produced in Crimea of 5,417 billion kWh
consumed [1]. Accession to Russia led to dependence
on imports. The situation is quite similar with water
provision. Furthermore, there are risks of abrupt
termination of electricity and water supply, which
could jeopardize the economic security of the region.

In addition, a number of new problems appeared last
year. Transition to procurement of Russian products
led to increase in logistics costs. As a consequence,
prices for most products became higher than in
Ukraine.

Moreover, in 2014, companies and citizens of Crimea
and Sevastopol faced with deterioration of credit
opportunities and lower banking service standards in
connection with withdrawal of Ukrainian banks and
lack of main Russian ones.

Due to differences in tax legislation of Russia and
Ukraine, (excise duties are credited to the regional
budget in Ukraine) Crimea became more subsidized.
Increase in payments to state employees and various
infrastructure projects also had effect on it®.

Perspective development directions within special
economic zone

The special economic zone in Crimea and Sevastopol
is complex and created in the manner of the SEZ
in Kaliningrad region. Let’s consider the possible
directions of its development.

The main sectors of the Republic of Crimea and
Sevastopol are industry, agriculture and tourism.
Opportunities of special economic zone lie in the
development and enhancing the competitiveness of
traditional industries, as well as in the emergence of
new ones.

It is worth noting that the SEZ residents may not
be enterprises engaged in mining production. So,
according to article 12 of the Federal Law No377
"On the development of the Crimean Federal District
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and the free economic zone on the territory of the
Republic of Crimea and federal significance city of
Sevastopol” of 29.11.2014, "participants of the SEZ
are not allowed to carry out activities in the sphere
of subsoil management for exploration and mineral
production, mining of the continental shelf of the
Russian Federation”.

Quite promising is the development of enterprises of
food industry. For example, Crimea is not provided
with its own sugar, vegetable oil and milk '. The
emergence of vast domestic market due to accession
of the peninsula is a stimulus for development of wine
production. At the same time due to remoteness of
the region from the rest of Russia and the associated
logistics costs, the possibility of the development of the
food industry on a number of products is temporarily
restricted by the internal needs of Crimea. In addition,
agriculture is a promising direction for residents of the
special economic zone, as a source of raw materials
forthe food industry and one of the key export sectors.

Chemical industry (inorganic chemistry accounts
for 11% of Crimean exports) and engineering
(mainly shipbuilding = 12.5% of exports) are rather
perspective. [1] Companies involved in ship repair
could also be SEZ residents.

Regarding innovative industries, the opportunities
of Crimea are very low. Lack of necessary staff,
educational institutions, and remoteness from the
rest of the country make investments in these sectors
highly risky and with long payback.

Development of cargo ports is also unpromising due
to lack of proper volumes of freight traffic, presence
of major ports on the "mainland”. It makes sense to
develop passenger ports for ferries and cruise liners.
There is also a great potential for yacht parks.

By virtue of natural and geographical conditions,
touristic and recreational sector is one of the most
perspectives in Crimea. In the peninsula there are
825 sanatoriums and hotels, most of which were
built in the Soviet period. Throughout the post-Soviet
period, there was lack of financing re-equipment
and construction of new facilities [2]. The service
remained at low level. In addition, due to high risks,
global hotel chains did not hurry to start business in
the peninsula. In 2012, there were only 4 of them 2.
However, last year several world-class hotels were

opened in Crimea: sanatorium complex "Mriya"
and hotel complex "Yalta". In view of small number
of such facilities, prices for rooms are much higher
than in similar obejcts on Mediterranean resorts and
in Bulgaria. It is worth noting, that loading in 4 and
5 stars hotels was at high level even in off-season
months. All of this suggests that, there is a shortage of
such class facilities in Crimea.

The service should match the number of stars in hotels
of this level. It suggests the presence of certain service
technology. Conclusion of franchise agreements with
international hotel chains solves this issue. In light
of current geopolitical situation is worth engaging
experience of Asian and Latin American hotel chains.

Also, in Crimea there is a lack of mid-range hotels
(3 stars), which offers a service comparable to those
at European resorts. A simpler, compared to four
and five-star hotels, service allows to work without
international franchise.

Furthermore, there are opportunities for health
resort freatment objects, where medical services are
combined with beach recreation and spa-treatments.

The low level service is observed also in the field of
community nutrition. Within the policy of sanctions
one very popular international fast-food chain left
Crimea last year. Many international restaurant
companies, represented in Russia, do not hurry to
start their activities in Crimea and Sevastopol. In this
regard, there are great development opportunities
for Russian restaurant and fast-food chains.

Among the possible development directions of
the tourism industry is creation of thematic water
and amusement parks. In addition, residents could
specialize in car rent or passenger transportation (taxi,
bus). So, according to the law "On the development
of the Crimean Federal District and the free economic
zone on the territory of the Republic of Crimea and
federal significance city of Sevastopol”, vehicles can
be placed under customs procedure of free customs
zone, within which customs duties, taxes and non-
tariff measures are not charged.

In view of risks of termination of air transportation
to Crimea, due to possible sanctions, as well as
high tickets prices, emergence of local air carrier
is quite reasonable. Such plans have already been
announced by the republic's leadership. Moreover,
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creation of cruise lines between the main Black
Sea ports (like cruises, committed in the Baltic Sea
by vessels of «St.Peter line» company ') is rather
perspective.

Another possible development direction of special
economic zone in Crimea is the sphere of ski tourism.
There are two resorts in the peninsula — Angarsk pass
and Mount Ai-Petri. And the season lasts about 3
months 2.

Emergence of free zones could be a logical extension
of SEZ creation in Crimea. Successful experience
of Andorra speaks in favor of such decision. As an
option, amendments, concerning placing certain
categories of goods (clothing and footwear,
household appliances, sporting goods, perfumes,
etc.) under customs procedure of free customs zone,
could be made to the law "On the development of
the Crimean Federal District and the free economic
zone on the territory of the Republic of Crimea and
federal significance city of Sevastopol”. This will help
to attract more tourists outside the summer season.

The main problem of tourism industry of Crimea is a
very short season. Namely it, high prices and lack of
proper service are the restrictions for the growth of
tourist flow. Development noncoastal types of tourism
(skiing, medical, shopping, etc.) may slightly mitigate
the impact of seasonal factor. The potential of Crimea
as a tourist resort is undervalued. In 2014, despite
the economic crisis, more than 11 million Russians
visited international beach resorts 3. Emergence of
new facilities with due service will lead to leveling
prices according to hotel level, and to increase of
attractiveness of Crimean resorts for Russian tourists.
Solving geopolitical problems will help to attract
foreign tourists.

Thus, joining to Russia, financial, economic and
military-political crisis in Ukraine has had a profound
effect on the economy of Crimea, which development
indicators were low in comparison with other Russian
regions. There was a decline in production, foreign
trade reduced multiply, and tourists flow decreased.

In addition to exacerbation of existing problems, new
ones appeared: growth of food prices, deteriorating
ability to attract credit resources and the level of
banking services, the need to re-register enterprises
and associated downtimes.

SEZ creationisintended to mitigate the effects of negative
factors and contribute to the economic development of
the region. Among the main perspective development
directions within special economic zone are tourism,
manufacturing (food and chemical industry, mechanical
engineering) and agriculture.
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NEPCMNEKTUBHbIE HANPABJIEHUA PA3BUATUA 033
B PECNYBJINKE KPbIM U TOPOZE CEBACTONOJIE

Masen NaBnoBuny borgaHeHKo

AHHOTaUuA

lMpedmemom cmameu A8/1A10MCA NepcnekmugHsle HanpasieHus pazeumus 0cobol 3koHoMuyeckol 30Hbl 8 Pecnybiuke Kpbim u 2opode Ce-
sacmonorie. [Tociie nposedeHus peghepeHOyma o 8xox0eHUU noslyocmposa 8 cocmas Poccutickoli Qedepayuu neped pyko8oocmseom CmpaHsi
8cmana 3adaya e2o pasgumus, 0OHUM U3 OCHOBHbIX UHCMPYMeHmMo8 Komopo2o cmaso co3doaHue 033. Euje 0o npucoeduHeHuUs No SKOHOMU-
4eckomy yposHIo KpbiM Haxoousca cpedu HauMeHee pasgumsix pocculickux pe2uoHos. DUHAHCOB0-3KOHOMUYeCKUL U B0eHHO-NOIUMUYecKul
Kpu3ucbl ycy2ybuu e2o0 SKOHOMUYeckoe nosioxeHue. B 2014 2. npousowesn cnad npouzsoocmed, KpamHo COKpamusace 8HEWHSAA MOpP208Jis,
ynan nomok mypucmos. B donosiHeHue k 060cmpeHuto cyujecmayoujux npobiem (kopomkuti mypucmuyeckuli ce30H, 00HOpOOHOCMb No-
MoKo8 Mypucmos, 3a8UcUMOCMb 0OM NOCMABOK 800bI U 371eKMPO3Hep2UU), NOABUIIUCL HOBbIE: pOCM YeH Ha NPOOyKMbl NUMAHUS, yXyowe-
Hue 803MOXHOCMell npus/iedeHUs KpeOUMHbIX cpedcma U yposHA GAHKOBCKO20 0OC/TyKUBaHUsA, HEO6XOOUMOCMb nepepe2ucmpayuu u ces-
3daHHble ¢ Heli npocmou 8 dessimeibHoCMu npednpuamud. Ljene daHHoU pabomel — npedsoxums 0OCHOBHbIE HANPABIeHUsA pazsumus 0cobou
3KoHOMuYeckol 30Hbl. Memodosozudeckoli 6a30l ucciedosaHus A8AAIMCA CpA8HUMEbHbIU AHANU3, AHAIU3 NPUYUHHO-C/1e0CMBeHHbIX
ceA3eli, a makxe ucmopuyeckuti Memod. B cmamee asmop ommeyaem Haubosiee nepcnekmusHele 071 pazeumus pe3udeHmamu cepeol
8 pamkax 033. Cpedu HUX mypu3m, npou38o0cmMeo (nuwjesas, Xumu4yeckas ompdcsib, MAWUHOCMpPOeHUe), d Makxe cesibckoe xo3aticmeo.
Asmop daem pekomeHOAYUU NO NOMeHYUA/TbHbIM HANPAB/IEHUAM UHBecmuyuli 8 mypucmuyeckoli ompac/iu: 20CMUHUYHbIl 6u3Hec, cihepa
numanus u paseneyeHutl, naccaxxuponepesosku. B moxe spems e cusy pada pakmopos cmasumcs noo COMHeHuUe 803MOXHOCMU pazeumus
UHHOBAUUOHHbIX ompacsieli U 2py308bIX NOPMO8.

KnioueBble cnioBa: uH8ecmuyuu; 0cobas skoHomuveckas 3oHa (033); SKOHOMUKA; npobieMbl; mypu3m; Npou38o0CcmMeo; pasgumue; pe3udeH-
Mbl; 20CMUHUUbI; CE30H; KPU3UC; Cepauc.

Ona ccbinkn: boedanerko [1. [1. [lepcnekmugHsie HanpasneHus passumus 033 8 Pecnybsuke Kpbim u 2opode Cesacmonone // MUP (ModepHu-
3ayus. iuHosayuu. Pasgumue). 2015.T. 6. N° 3. Yacme 2. C. 26-30. (in English)
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