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AHAJIN3ZA rPUHOUNIL CAN U EKOHOMCKOTI PACTA Y
3ANAAHOM BAJIKAHY U BULUETPAAAICKUM APXXABAMA

Ancrpakt: Lnb ucrpaxusamwa je naentudukanyja kopenanuje usmelhy rpungmig CAU u cTone eKoHOMCKOT pacTta
y3 KOMIapauujy 3emasba 3amnaaHor bankana ca BumierpagckuM apskaBama paau IpyKamba pelieBaHTHAX MMILIMKALH]a
mpeMa OJIpXHBOM CKOHOMCKOM pa3BOjy Mame€ pa3BHjeHHMX 3eMajba J3amagHor bankana. AyTopun TNpe3eHTyjy
JECKPHIITHBHY aHAIN3Y 3ajeHO ca KOpETalMoHOM aHann30M 3a 3anmanHu bankan n Bumerpazacke apxase y nepromy
2003-2020. UctpaxknBame aHAIN3MAPa MOJATKE Y OAHOCY Ha CTPYKTYPHH JIOM n3a3BaH CBETCKOM €KOHOMCKOM KPH30M
1 TTaHAEMHjOM KOpoHa Bupyca. [Ipenopyke qpkaBHOj yIIpaBH Cy yCMEPEHE y NMPaBIly AaJbeT yHarpehnBama KBaIuTeTa
JaBHHUX MHCTHUTYLWja, MOJCTUIAJHUX MEPa U MHBECTHOLMOHOT OKPYKEHha y LIJbY MPUBJIAYCHA TIOBOJBHUX TPUHPHUIA
CJIU u yOp3aBama peajiHe KOHBEPIeHIINj€ Ka Pa3BUjCHI]UM €BPOIICKMM CKOHOMH]jaMa.

Kibyune peun: rpundung CJAW, ekonomcku pact, 3anaanu baikan, Buierpancke npxase.

THE ANALYSIS OF GREENFIELD FDI AND ECONOMIC GROWTH
IN WESTERN BALKANS AND VISEGRAD STATES

Abstract: The aim of this research is to identify a correlation link between Greenfield FDI inflows and GDP growth
rate in Western Balkan countries compared to the Visegrad States in order to give relevant implications towards
sustainable economic development in less developed countries of Western Balkans. The authors present descriptive
analysis together with correlation analysis for the Western Balkans and the Visegrad States in the time period 2003-
2020. This research analyzes data in regard to the structural break of the Global Financial Crisis and pandemic of
corona virus. Government recommendations are directed in further improvements in the quality of public institutions,
incentive measures and investment environment in order to attract favorable greenfield FDI investments and accelerate
real convergence towards developed European economies.
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1. INTRODUCTION

The objective of this study is to test the presence of a correlation link between Greenfield FDI inflows and GDP growth
rate in Visegrad States compared to the Western Balkan (WB) countries in order to give guidance towards sustainable
economic progress and the role of Grenfield FDI in achieving this goal in the less developed countries of Western
Balkans. In previous research, Ercegovac & Beker Pucar (2021)! showed that Visegrad States, especially Poland,
received the most FDI and Greenfield FDI inflows in the sample of Emerging European Economies, with moderately
high positive correlation of Greenfield FDI and economic growth in Poland and Czech Republic and strong positive

! Descriptive and correlation analysis between FDI inflows and GDP growth rate in broader sample of Emerging European
Economies (EEEs) was conducted with yearly data (1997-2019), while descriptive and correlation analysis between Greenfield FDI
inflows and GDP growth rate included yearly data (2003-2019) in sample of EEEs.



correlation in Slovakia. On the other hand, WB countries received substantially less FDI and Greenfield FDI with weak
correlation with exclusion of Albania that had strong positive correlation between Greenfield FDI and economic
growth. Also, research of Ercegovac & Beker Pucar (2021a) point out that greater Greenfield FDI inflows could be
related with a favorable trade balance in the Visegrad group of countries, while WB have unbalanced external position
that is possibly linked to lower Geenfield FDI inflows. Mentioned findings in Visegrad States implicate that substantial
Greenfield FDI inflows could produce beneficial effects on sustainable economic development and external position.
The novelty of this research is to test the positive correlation hypothesis in regard to the Global Financial Crisis (GFC)
and pandemic of corona virus. Authors conduct correlation analysis in the next time periods: 2003-2020, 2003-2007,
2008-2014, 2015-2020 on the county level and two country groups.

External shocks like GFC and pandemic of corona virus limits the possibility to achieve goals of sustainable economic
growth and macroeconomic stability because foreign capital inflows substantially diminish. In the 2020 FDI inflows
globally dropped by 35% and more by 58% in transition economies disrupting the economic prospects and trading
position. Greenfield investments in industry and infrastructure in developing countries had great downfall and
increasing the investments is vital to support a sustainable recovery from the pandemic. (UNCTAD WIR, 2021).
Structural breaks provoke necessary government supportive measures in monetary and fiscal policy with promotion
measures for foreign investors. Belji¢ & Glavaski (2021) observe effectiveness of government measures in selected
Eurozone economies implemented in case of the GFC compared to corona pandemic with conclusion that fiscal and
monetary support measures were stronger and more prompt in the corona pandemic crisis. Kostin, Runge & Adams,
(2021) find that emerging markets performed considerably worse than developed markets during pandemic compared to
the GFC with unfavorable higher costs of equity for investments.

Focus of our research is the WB region where the most FDI inflows in the previous period were received in service
sectors through privatization and acquisitions with orientation to the local market. The WB countries need to furtherly
improve investment environment and attract higher Greenfield FDI inflows in favorable sectors with innovative green
technology that will speed up the sustainable development. Cvetanovi¢, Despotovi¢ & Milovanovi¢ (2018) find that
received capital inflows in the WB countries was insufficient and that it is necessary to continue improvements in
public institutions and business conditions. Cvetanovi¢, Nedi¢ & Despotovi¢ (2019) point out that WB countries
significantly improved business conditions measured with World Bank Ease of Doing Business Indicators with the great
progress in the North Macedonia that lights the way to the rest of the region to furtherly elevate conditions for starting a
business and attract foreign investors.

After the Introduction section, Section 2 presents the literature review, Section 3 contains information about data and
used methodology, while Section 3 discusses results of descriptive and correlation analysis. Concluding remarks are
summarized within the last section.

2. LITERATURE REVIEW

This research focuses a link between Greenfield FDI and economic growth, where in relevant literature the evidence of
positive impact of Greenfield FDI inflows on the real economy can be found in papers Wang & Wong, 2009; Neto,
Brandao & Cerqueira, 2010; Harms & Meon, 2014; Luu, 2016; and Bayar, 2017.The empirical studies that support
general FDI positive effects on the economic growth are Li & Liu, 2015; Pegkas, 2015; Iamsiraroj & Ulubasoglu, 2015;
and lamsiraroj, 2016. This study compares Western Balkans region with Visegrad States, so in the literature review the
emphasis is given to this country groups.

Uvali¢ & Cvijanovi¢ (2018) highlight that all WB countries improved macroeconomic performance (an acceleration of
GDP growth, declining inflation, rise of foreign trade, substantial FDI inflows with implementation of many economic
reforms) during the 2001-2008 period. The GFC severely disrupt the growth path of WB countries through two main
channels: a drop in export demand and decreased foreign capital inflows. The economic crises reviled vast structural
problems in WB: serious external imbalances caused by insufficient competitiveness on foreign markets, labor market
problems and extreme deindustrialization along with a fast services expansion. After the GFC the macroeconomic
situation has improved with gradual economic recovery, lower inflation, fiscal consolidation and lower current account
deficits, but authors find that compared to the Central East European and Baltic countries, WB countries have still
structural weaknesses and forehead more balanced economic development measures is needed. WB economic policy
creators must elaborate a more efficient country-specific economic policy with special focus on sectoral distribution of
investments in order to diversify and lift up the production and export base. In line with this, Moran (2014) showed that
it isn’t enough for the host economy just to be open to FDI, it's necessary to have sectoral targeting measures that will
double FDI inflows in the chosen sectors and produce higher unit-value exports. The positive FDI effects on the WB as
host economies depends on infrastructure development, market size, labor education, institution quality, political
stability and the control of corruption (Estrin & Uvalic, 2016). Susi¢ (2018) found a strong positive correlation between
FDI and economic growth in Serbia with significant positive impact of economic growth on the FDI inflows, implying
that economic prospects are relevant factor to foreign investors. On the other hand, Skare & Cvek (2020) found that
sizeable amount of FDI in the Republic of Croatia had no significant effect to country’s competitiveness and economic
growth, due to FDI sector distribution (services) and low levels of Greenfield investments.

The article of Kowalska, Kovarnik, Hamplova & Prazak (2018) analyses the Visegrad four (V4) countries in aspect of
GDP development, foreign trade and indicators of innovation and competitiveness. On the basis of comparison of the
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results for V4 countries, it can be emphasized that countries differ in all aspects. The analysis of the GDP development
has shown that the Czech Republic had the strongest position among V4 countries with slow growth rates after GFC.
Moreover, Slovakia was getting closer to the Czech Republic in regard to GDP. Analysis concerning net trading balance
with goods showed that the Czech Republic is again the strongest economy with the highest net balance per capita.
According to the innovation levels, the Czech Republic and Hungary are moderate innovators, where Poland and
Slovakia are so-called “catching-up countries” with values of Global Innovation Index (GII) for all the V4 countries in
2016 below the average for the European Union. Also, the competitiveness analysis of the V4 economies showed a
significant difference between the countries with conclusion that the Czech Republic is the most competitive and has
increasing level of Global Competitiveness Index, while, Hungary has the weakest competitiveness level. Dorozynski &
Kuna-Marszalek (2016) analyze that Visegrad Group of countries as attractive FDI location with highlights of their
strengths, which include skilled labor, assistance schemes and well-developed infrastructure. They demonstrated that
important factors for foreign investors are: infrastructure, market size, availability of suppliers, subcontractors, business
partners and State aid schemes, including resources from the European Union budget.

Kemive§ & Barjaktarevi¢ (2020) are taking COVID-19 pandemic into the account and give estimates for the future
expected values of FDI using the polynomial trend and conclude that the Republic of Serbia will have an increasing
trend of FDI inflows. This result is explained with the development level of the country and possibility for further
growth in IT industry, organic food production, tourism, creative industry and establishing clusters. The volumes of FDI
inflows are mainly dependent on the external factors, like pandemics, economic crisis and political risks. Zavarska
(2022) imply that FDI can play a crucial role in the industrial upgrading and economic development of the WB
countries where changes in the configuration of Global Value Chains towards nearshoring gives attractive growth
opportunities for the region. However, financial incentives and tax-breaks might not be the right path for WB strategy
for attracting high-quality FDI but more effort in further improvements in human capital, infrastructure, institutions and
elimination of corruption. Therefore, an FDI-friendly host economy is characterized as stable and transparent (Javorcik,
2020). The WB economies ought to implement the economic policy set of measures in order to drive possible
nearshoring into the region with FDI inflows in higher value-added sectors.

3. DATA AND METHODOLOGY

The research sample comprises from four countries of Visegrad States (Poland, Czech Republic, Hungary and Slovakia)
with Western Balkan region (Albania, Bosnia and Herzegovina, Montenegro, Serbia and North Macedonia). Visegrad
States after submission in EU received the considerable FDI and Greenfield FDI inflows with following real
convergence progress, so authors intend to analyze Visegrad States compared to less developed Western Balkans to
give significant conclusions.

Analyzed sample is chosen with purpose to test the hypothesis of positive correlation link between greater Greenfield
FDI and economic growth in ex-transition European countries and provide implications towards faster sustainable
development of Western Balkan region with appropriate mix of promotional measures for foreign investors. Authors
compare received Greenfield FDI inflows with GDP growth rates by countries and two country groups in time period
(2003-2020) with regard to Global financial crisis in 2007 and corona pandemic lockdown in 2020. Authors conduct
Pearson correlation in four periods: 2003-2020, 2003-2007, 2008-2014, 2015-2020 on the county level and two country
groups.

Data for Greenfield FDI inflows in millions of USD is collected from UNCTAD, WIR 2021. Annual GDP growth rates
for selected countries are gathered from World Bank Development Indicators database. Methodology used in this
research is comparative description method and Pearson correlation with focus on government recommendations for
less developed countries of Western Balkans.

The existing literature finds evidence that FDI, especially Greenfield FDI inflows contribute to economic growth,
therefore, this research strives to examine if there is a strong positive correlation between Greenfield FDI and GDP
growth in the analyzed sample of countries. This research problem is relevant to economic policy creators in order to
raise attractiveness of national economy for Greenfield investments. Following study compares values of received
Greenfield FDI inflows by countries and two country groups with objective to find a potential link to the achieved
economic development.

4. RESEARCH RESULTS

Presented research involves three segments of analysis: 1) descriptive analysis of received Greenfield FDI inflows in
Visegrad States and Western Balkans (2003-2020), 2) descriptive analysis of achieved GDP growth rates in Visegrad
States and Western Balkans (2003-2020), 3) correlation analysis of Greenfield FDI inflows and economic growth by
countries and country groups in total sample with corona lockdown (2003-2020), in total sample before corona
pandemic (2003-2019), in period before the GFC (2003-2007), after the GFC (2008-2014), with corona pandemic
(2015-2020).
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4.1. THE ANALYSIS OF GREENFIELD FDI INFLOWS

On the basis of descriptive analysis of FDI inflows in Ercegovac & Beker Pucar (2021), authors concluded that EU
admission was relevant factor for attracting FDI in analyzed time period (1997-2019). Also, Visegrad States,
particularly Poland and Czech Republic were top destinations for FDI after EU entrance in 2004. On the other hand,
Baltic States and WB region had a low average of FDI inflows. Descriptive analysis in time period (2003-
2019) indicates that Poland had the greatest average Greenfield FDI inflows (14 billion USD) in sample of sixteen
Emerging European Economies, while other members of Visegrad group had significantly less average of Greenfield
investments about 4-5 billion USD. The WB economies received substantially less Greenfield FDI inflows that for this
group were slightly above 1 billion USD. In Table 1 authors present Greenfield FDI inflows in time period (2003-2020)
in millions USD by countries and average of Visegrad States compared to Western Balkans. Related to this, in Figure 1
is given comparative outlook of average Greenfield FDI inflows in Visegrad States and WB region. Based on the
average it is clear that Western Balkans received the small inflow compared to Visegrad States. Average for Western
Balkans has been very low in 2003 and 2004, while after 2005 has started to grow, with maximum level in 2008 with 3
billion USD. GFC and now corona pandemic again slow down the Greenfield inflows in WB region that is only 707
million USD in 2020. In 2020 in WB group the Greenfield FDI dropped by -38.25% compared to 2019. In WB region
Serbia received a major share of Greenfield FDI inflows in periods 2003-2004, 2006, 2008-2020. In 2005 Bosnia and
Herzegovina received the most Greenfield FDI, while in 2007 the Albania was more attractive for investments.

Table 1: Value of Greenfield FDI inflows, 2003—-2020 (Millions of dollars)

Greenfield FDI inflows 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2000 | 200 | 2012 | 2013 [ 2014 | 2005 | 2006 | 2007 | 22018 | M9 | 2020

Poland 974349| N84T 14.06457| 15.551567) 17.88361) 28.25706] 13.109,13) 10.761,11| 1078468 10.79047 850791 751006 623853 10.71364| 1640613 1822029) 2446234 24299
Czech Republ 3925201 50699 437889 6.886,16) 6.37015) 491605 391279 618037 447948( 330080 376696] 211538) 340240| 312677 340935 30%697f 236910 2195
Hungary 66168 522130] 824972 891200] 948033 9.7284| 393280) 776886 350215 237232 244662) 22014 262869) 456323 309530 480423 75538 3683
Slovakia 305480) 420301 003085) 925054 577363 280420 333084 387575 SITLT2 146467 211617 110819) 354030 170227 2513501 182204) 201691| 2264
Average Visegrad States | 574620 7.5818) 892851 1015234) 987693 11.31005) 609614 744652 603476 447432 420932 326117 395250) 502648 6.34609) 7.00838 9.09093) 810039
Abania 450 13470]  65962)  AdDAQ| 445782) 345TAB|  11530)  SRO7| 43100 3g7|  6190] 5060 13884 381 1203 18800 18290 3B
Bosnia and Herzegovina 805,00 47050 231196) 64034]  50907) 198409 131604) 20075 123485 121045 88B47| 97466 314049] 93565 S04 70082 96756 35
Montenegro 7600 000 000] 13080 69468 989,07 12087| 50073 3780|4290  84970) 13570 - 43%0|  61632( 4730 196795 56240 872
Serbia 98774 9185 10353) 32792 268932) 631469 3034t4| 370074 378519 436743 400589 197653) 447005 206772) 384183 669913 417196 1854
Norh Macedonia 350 19070 26580) 167700  534M6) 266153  77500) 4M447|  B1126] 96623 56506 86388|  3249] 27| M0SY 86533 2700 128
Average Western Balkans | 50545  33661) 868,18 122431) 179501 308155 1.07217)  99695) 133002 144178) 127216 99827 162707 7808  1279) 208625 114638 70788

Source: Authors calculated average for Visegrad States and Western Balkans
on the base of yearly data obtained at UNCTAD, WIR 2021,
https://unctad.org/system/files/official-document/wir2021en.pdf.

It can be concluded that corona pandemic in the most of analyzed countris had affected the sizeable downfall of
Greenfield investments. The exception was Slovakia that had the increase by 247 million USD, Montenegro with
increase by 289.6 million USD and Albania with rise by 148.1 million USD. It is interesting to observe that Poland had
the greatest level of Greenfield FDI that was in 2019 24.46 billions USD, while the 2020 bring only -0.67% drop on the
24.30 billions USD. Other three countries of V4 group had significantly less investements, only 2-3 billions USD.
Therefore, average for the V4 group in 2020 was 8.1 billion USD and was decreased by -11% compared to 2019.

Average greenfield FDI inflows in millions USD in Visegrad States and Western
Balkans (2003-2020)
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Figure 1: Average greenfield FDI inflows in Visegrad States and Western Balkans
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Source: Authors review based on the average greenfield FDI inflows.
On the base of Figure 1 it is evident a great discrepancy between WB and V4 group with less difference after the GFC,
where average investments had sharp drop in V4 economies while WB had low but balanced investment level. V4
countries had two major growth trends: after EU submission until GFC and after 2014 until corona pandemic in 2020.
On the other hand, WB economies didn’t have the sizeable crisis drops of average investments with high peak levels in
2008 and 2018 with average investment levels above 2 billion USD.

4.2. THE ANALYSIS OF GDP GROWTH RATES

Ercegovac & Beker Pucar (2021) analyzed economic growth in the sixteen European Emerging Economies in the time
period (1997-2019) with conclusion that Poland had high average GDP growth by 4% with low standard deviation of
1.53%, without negative growth rates, that implies a trend of substantial real growth that is likely linked with high
levels of FDI. WB region and Serbia had a more volatile and lower growth rates compared to Poland. Previous research
also indicates a substantial growth in WB in transition period but after the GFC growth pace was slower until the 2015
when trend is again rising. In Table 2 authors give a closer look at the annual GDP growth rates in time period (2003-
2020) by countries with average for V4 and WB group of countries. In line with this, authors compare average
economic growth by country groups in Figure 2.

Table 2: Annual GDP growth rate, 2003-2020 (%)

GDP growth rate 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020

Poland 3500 4,98 351 613 7,06 420 283 374 476 132] 13| 338| 424] 314| 483 535 4,74 -2,54
Czech Republic 358 481 660 677 557| 269 -466| 243 1,76 -0,79] -005| 226| 539 254 517 320[ 303[ -579
Hungary 408 500 430 39| 028 101 -660[ 1,08 186 -126] 181 422 370 219 427 536 455 -468
Slovakia 550 528 662 849 1083 557| -546| 629 264 136 065 272 522 193] 298 379 261 -436
Average Visegrad States 417\ 502| 526| 633 59| 337| -347| 339 2,75 016 0,89 315 4,64 245 431 443 373 -434
Albania 553 551 553| 590 598 7500 335 37| 255 142 1,000 1,77 222 331 380 4021 21| -396
Bosnia and Herzegovina 387|633 390 541 586 544/ -3000 087 096 -08] 235 115 309 315 317 374 283 -3,20
Montenegro 248| 443|418 857 681 722 580 273 323| -272| 355 1,78 339 295 472| 508 4,06 -1531
Serbia 439 903 553 511 644 566 -273| 073| 2,04 -068 289 -159 181 334 210 4501 433 -094
North Macedonia 222 467 472 514 647| 547 -036| 336 234 -046] 293 363 386 28| 1,08 288 391 -521
Average Western Balkans 3,70 5,99 4,77 6,03 6,31 6,26 1,7 2,28 2,22 -0,65 2,54 1,35 2,87 3,12 2,97 4,04 345 -572

Source: Authors calculated average for Visegrad States and Western Balkans
on the base of yearly data obtained at World Bank database,
https://datacatalog.worldbank.org/dataset/sustainable-development-goals.

On the base of data in Table 2 it is evident that GFC affected analyzed countires with economic dawnfall and negative
growth rates in 2009, with exclusion of Poland and Albania that remain less growth pace but around 3%. Average GDP
growth rate of V4 in 2009 was -3.47% , while WB had less drop by -1.71%. Compared to GFC, corona pandemic
induced greather disturbances in analyzed economies, with -4.34% drop in V4 and -5.72% drop in WB in 2020.

Average GDP growth rate in Visegrad States and Western Balkans (2003-2020)
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Figure 2: Average GDP growth rate in Visegrad States and Western Balkans
Source: Authors review based on the average GDP growth rate.
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Figure 2 implies similar pattern of average GDP growth rates in V4 and WB country groups in time period 2003-2020
with greater average growth rates of V4 group. Nevertheless, WB group achieved faster average growth rates in 2004,
2007, 2008 with smaller economy drop in case of the GFC. Also, WB group had greater average growth rates in 2013
and 2016. The corona pandemic disrupted the most economic tendencies in Montenegro with decrease by -15.31%,
Czech Republic with drop by -5.79% and North Macedonia by -5.21%.

4.3. THE CORRELATION
GROWTH

ANALYSIS OF GREENFIELD FDI AND GDP

In order to give contribution to the hypothesis that countries with high levels of Greenfield FDI can achieve positive
transmission effects on economic growth, authors present results of the Pearson correlation analysis in Table 3.
Correlation by countries is calculated with original data while correlation for Visegrad States and Western Balkans are
calculated between average Greenfield FDI inflows and GDP growth rates in country groups for analyzed time period.
Correlation analysis of Greenfield FDI inflows and economic growth by countries and country groups is conducted on
total sample with corona lockdown (2003-2020), in total sample before corona pandemic (2003-2019) presented in
Ercegovac & Beker Pucar (2021), in period before the GFC (2003-2007), after the GFC (2008-2014), with corona
pandemic (2015-2020).

Table 3: Pearson correlation between Greenfield FDI inflows and GDP growth rate

Visegrad States & Correlation | Correlation Correlation | Correlation | Correlation
Western Balkans (2003-2020) | (2003-2019)2 | (2003-2007) | (2008-2014) | (2015-2020)
Poland 0,00 0,43* 0,85* 0,39* -0,37*
Czech Republic 0,45 0,35 0,58* 0,24 0,81*
Hungary 0,16 0,09 -0,69* -0,01 0,26
Slovakia 0,54* 0,54* 0,38* 0,09 0,31*
Visegrad States 0,27 0,45* 0,96* 0,26 -0,38*
Albania 0,46* 0,60* 0,72* 0,88* -0,81**
Bosnia and Herzegovina 0,08 0,15 -0,73** 0,33* 0,30*
Montenegro -0,02 0,19 0,45* 0,72** -0,07
Serbia -0,06 -0,15 0,24 0,82* 0,62*
North Macedonia 0,30* 0,23 0,30* 0,50* 0,40*
Western Bakans 0,30* 0,22 0,54** 0,74** 0,52**
Notes: “strong correlation (p=0.5), ‘moderately high correlation (p=0.3), weak correlation (p<0.3).

Source: Authors calculation on the basis of yearly data
obtained at UNCTAD WIR 2021 & World Bank database.

Previous research (Ercegovac & Beker Pucar, 2021) indicates that in time period (2003-2019) a strong positive linear
link between analyzed variables is evident in Albania (0.60) and Slovakia (0.54) with a moderately high positive link in
Poland (0.43) and Czech Republic (0.35). Correlation in V4 group is 0.45 that implies that this group has moderately
high positive correlation between Greenfield FDI and economic growth. Besides Albania, other WB countries have
weak correlation coefficient, while Serbia has an inverse correlation. If we include 2020 in analyzed sample and
conduct correlation analysis (2003-2020) we obtained following results. Slovakia maintain the same result of a strong
positive link (0.54), Albania have lower result with now a moderately high positive link (0.46), Czech Republic have
greater result but still on a moderately high level (0.45), while North Macedonia now have a borderline correlation link
(0.30). V4 states have lower correlation because of corona pandemic downward spiral, while WB has borderline
correlation between analyzed variables. Also, it could be pointed out that corona pandemic disrupted correlation link
between Greenfield FDI and GDP growth in Poland giving that result is a zero.

If we perform correlation analysis in the period before GFC (2003-2007), the results are mainly significant with a strong
positive correlation in Poland (0.85), Albania (0.72), Czech Republic (0.58) and a moderately high positive correlation
in Montenegro (0.45), Slovakia (0.38) and North Macedonia (0.30). A strong inverse correlation is present in Bosnia
and Herzegovina (-0.73) and Hungary (-0.69). Correlation before GFC is positive and very high in V4 (0.96) and WB
(0.54). 1t is interesting to compare results after the GFC (2008-2014) and observe that WB economies have better
correlation coefficients in regard to V4: Albania (0.88), Serbia (0.82), Montenegro (0.72) and North Macedonia (0.50).
Only Poland has a moderately high positive correlation after the GFC with result of 0.39, while other V4 countries had
weak correlation results. If we analyze correlation results in period 2015-2020, it could be emphasized that a strong
positive correlation is present in Czech Republic (0.81), Serbia (0.62), while a strong inverse correlation is present in

2 These results are part of previous research Ercegovac & Beker Pucar (2021) in Ekonomika. Authors calculated correlation between
FDI inflows and greenfield FDI inflows with GDP growth rate in broader sample of sixteen Emerging European Economies.
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Albania (-0.81) and a moderately high inverse correlation in Poland (-0.37). A result of Poland in this sub period is
possibly related with recorded the only negative growth rate in 2020.

CONCLUSION

Based on the presented results of a strong and moderately high positive correlation it can be stressed that greater
Greenfield FDI inflows are stimulating factor of economic development in this sample of countries, but also that
achieved economic growth is a relevant determinant for attracting foreign investors. A presence of a strong positive
correlation link is a starting point to furtherly research and back up the hypothesis of a positive bi-directional link
between FDI and host country real economy. A presence of a negative correlation link indicates that in some sub
periods received Greenfield FDI inflows wasn’t as stimulating factor as expected and that some other factors determines
the economic growth. Also, structural breaks of GFC and corona pandemic affects correlation results. In WB region
GFC have impact on better correlation results with a strong positive link between following variables. On the other
hand, corona pandemic disrupted correlation results in Poland and Albania giving a negative correlation result.
Presented results and literature review are basis for government recommendations in poorer countries of Western
Balkans. Government authorities in WB economies should introduce an investment promotion strategy that aims to
attract better quality Greenfield FDI in higher-value added industries and preferred sectoral distribution that would
facilitate technological upgrading in the key industries like agriculture, energy, R&D, education and innovation. The
WB sustainable development strategy must reduce economic dependence on the highly polluting energy production and
orient to the renewable energy sources. The economic smallness of the WB region implies to furtherly harmonize
investment environment and strengthen the cluster cooperation in the region. More intensive regional cooperation in the
area of R&D, energy, transport and agriculture has stimulation potential to accelerate economic growth in the region
and attract nearshoring foreign investors. Furthermore, improvements in the quality of government institutions and
infrastructure with stable investment environment will benefit to national attractiveness to foreign investors.
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