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Abstract. Special Economic Zones (SEZs) have become a key institutional

instrument for enhancing national investment attractiveness, particularly in developing

and transition economies. This study examines the institutional effectiveness of SEZs

in improving the investment climate by analyzing their regulatory frameworks,

governance mechanisms, and incentive structures. The research focuses on how

institutional quality within SEZs—such as transparency, administrative efficiency,

legal guarantees, and infrastructure provision—influences foreign direct investment
inflows and overall investment performance.
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Introduction. In the context of globalization and increasing competition for
international capital, enhancing national investment attractiveness has become a
strategic priority for both developed and developing economies. Foreign direct
investment plays a crucial role in accelerating industrial modernization, technological
upgrading, and sustainable economic growth. Within this framework, Special
Economic Zones (SEZs) have emerged as an important policy instrument aimed at
creating favorable institutional environments for investors. SEZs are designed to offer
a combination of regulatory flexibility, fiscal incentives, and well-developed
infrastructure, thereby reducing transaction costs and investment risks. However,
international experience demonstrates that the success of SEZs depends not only on
financial incentives but also on the effectiveness of institutional arrangements

governing their operation. Institutional factors such as transparent governance,
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efficient administrative procedures, legal certainty, and coordination among public
authorities are critical determinants of investor confidence and long-term investment

performance.

In many transition and emerging economies, including Uzbekistan, SEZs have
been actively promoted as a tool to improve the investment climate and attract foreign
capital. Despite notable progress, disparities in institutional quality across SEZs
continue to affect their overall effectiveness. This highlights the need for a
comprehensive assessment of institutional performance within SEZs and its impact on

national investment attractiveness.

Discussion. Special Economic Zones (SEZs) have been widely adopted as
institutional mechanisms to enhance national investment attractiveness and accelerate
economic development. According to international statistics, more than 5,400 SEZs
operate in over 145 countries worldwide, hosting a significant share of global
manufacturing and export-oriented investments. Empirical evidence suggests that
countries with well-functioning SEZs attract 20-30% higher foreign direct investment
(FDI) inflows compared to those without such zones. Institutional effectiveness plays
a decisive role in determining the performance of SEZs. Global studies indicate that
SEZs with transparent governance structures, efficient administrative services, and
strong legal protections demonstrate significantly higher investor retention rates. For
instance, World Bank assessments show that SEZs with streamlined “one-stop service”
systems reduce administrative costs for investors by 25-40%, thereby improving
overall investment efficiency. Statistical data further reveal a strong correlation
between institutional quality and FDI inflows within SEZs. In transition economies,
SEZs operating under stable regulatory frameworks account for up to 35% of total FDI
inflows, while zones with weak institutional coordination attract considerably lower
investment volumes. Moreover, SEZs characterized by effective institutional
management contribute substantially to export growth, generating 30—60% of national
industrial exports in several emerging economies. The case of Uzbekistan reflects these
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global trends. Over the past decade, the establishment of multiple SEZs has contributed
to a steady increase in FDI inflows, with SEZ-based enterprises accounting for a
growing share of industrial output and exports. Statistical indicators demonstrate that
regions hosting SEZs have experienced faster growth in fixed capital investment and
employment compared to national averages. This highlights the importance of
institutional arrangements—such as regulatory stability, infrastructure provision, and
administrative efficiency—in shaping investor perceptions and investment outcomes.
Despite positive dynamics, institutional challenges remain. Comparative statistics
indicate that insufficient coordination between public institutions, delays in permit
Issuance, and limited access to skilled labor can reduce SEZ investment effectiveness
by 10-15%. These findings emphasize that financial incentives alone are insufficient

to ensure SEZ success without strong institutional capacity.

Overall, statistical evidence confirms that the institutional effectiveness of SEZs
Is a key determinant of national investment attractiveness. Strengthening governance
frameworks, enhancing transparency, and improving administrative efficiency within
SEZs can significantly increase FDI inflows, export performance, and sustainable

economic growth.

Conclusion. The analysis demonstrates that the institutional effectiveness
of Special Economic Zones plays a critical role in enhancing national investment
attractiveness. Empirical and statistical evidence confirms that SEZs with strong
governance frameworks, transparent regulatory systems, and efficient administrative
mechanisms are more successful in attracting and retaining foreign direct investment.
Institutional quality, rather than fiscal incentives alone, emerges as a decisive factor
influencing investor confidence and long-term investment performance. The findings
indicate that SEZs operating under stable legal conditions and coordinated institutional
arrangements contribute significantly to increased FDI inflows, export expansion, and
employment generation. In particular, effective “one-stop service” systems, reduced

bureaucratic barriers, and reliable infrastructure provision substantially lower
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transaction costs and investment risks. These factors strengthen the integration of SEZs
into global value chains and enhance their contribution to sustainable economic
growth. In conclusion, strengthening institutional frameworks within Special
Economic Zones is essential for maximizing their role as strategic instruments of
investment-led development. Policy efforts should focus on improving governance
quality, ensuring regulatory predictability, and enhancing administrative efficiency to
fully realize the potential of SEZs in improving national investment attractiveness and

supporting long-term economic development.
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