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The active increase in number of countries in the international geograph-

ical division of labour and implementation of the basic principles of an open 

economy, and the increasing dominance of export specialization have led to 

the emergence and widespread dissemination of such a new form of organi-

zation of production as the free trade zone (FTZ). International corporations, 

in search of preferential conditions for their activities, consider free trade 

zones as favourable territories where superprofits can be obtained. Nowa-

days largest of corporations consider creation of their production if such 

areas as top priorities for their development and expansion. Offshore zones, 

in turn, are one of the types of free economic zones, which during last years 

played an increasing role in the movement of both loan and entrepreneurial 

investments, and supporting foreign economic relations between all countries 

of the world. Offshore zones have a number of important advantages and 

positive aspects that determine former increase in their number. 

First of all, they contribute to the development of business, small and 

medium-sized enterprises, motivate their activity and provide an opportunity 

to «get on their feet», until they are able to pay taxes. Offshore jurisdictions 

provide the following advantages to the enterprises or companies using 

them: tax incentives, significant freedom of accounting, the practical absence 

of currency control, anonymity, and secrecy of financial transactions [1]. In 

the global economy, offshore zones acted as a kind of alternative to countries 

with a high level of taxation. They attracted a huge number of participants in 

economic relations, mainly from industrialized countries. However, nowa-

days increasing number of enterprises are drawing their attention to free 

trade areas as they offer unique advantages for those who pursue their 
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business in them. By their common purpose, special economic zones are 

usually similar, but their functions are quite diverse. Free trade zones are 

commercial centers whose activities should accelerate commodity circulation 

and stimulate foreign trade. The freedom of such zones is understood as the 

exemption of goods from customs duties, import tax, and other types of 

financial control [2]. The reason why free trade zones are more perspective 

then offshore zones is that they provide significant advantages for foreign 

capital. These are primarily tax benefits; access to national and regional 

markets; ensuring lower production costs, including the cheaper labor; the 

possibility of financing at reduced interest rates; land ownership [3; 4]. 

Taking into consideration abovementioned classifications it may be con-

cluded that free trade areas can become an alternative to offshore areas, due 

to the fact that they pursue a set of benefits which may be crucial for big and 

medium enterprises, for instance, companies which intend to move their 

production to a different territory will consider a free trade zone as a mean 

for location, since it is provides them with an easy access to consumers, 

affordable an qualified workforce, etc. By such means they provide them 

with more beneficial environment than offshore zones. On the other hand, 

Offshore zones seem to particularly useful for small companies, as in that 

case they seem to be far more flexible. For example, it is prohibited for 

company to have property in an offshore zone, however they do not want or 

need to own a property in the country where offshore is situated, so offshores 

are mostly suitable for such kinds of businesses as internet markets, etc. It is 

also crucial to outline that the most important distinctive feature of offshore 

zones is their anonymity and stability. 
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