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FOREIGN DIRECT INVESTMENT AND ITS IMPACT
ON THE SLOVAK REPUBLIC’S ECONOMY

Abstract. This paper deals with the issues of foreign direct investments (FDI) which are currently in Slovakia
one of the forms of regional development increasing and disparities reducing what leads to the penetration
of foreign capital into Slovak economy through the introduction of new production technologies, know-how,
healthy competition creating, effective integration of our economy into the international division of work. Acquisition of new FDI
and maintaining existing foreign investors is becoming an important part of a policy aimed at the competitiveness of national
economy increasing. When it comes to getting key foreign investors, a country able to attract more investors will win a particu-
larly strong inter-state competition and achieve intense multiplier effect of FDI for the whole economy.
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Mixan ®abyc

PhD (ekoH.), AOLEeHT Kadheapn eKOHOMIKM Ta (hiHaHCIB,

Buwa wkona eKoHOMIKK Ta AepXxaBHOro ynpasniHHA y bpatucnasi, CrnosadyymHa_

NPAMI IHO3EMHI IHBECTUUII TA IX BNJINB HA EKOHOMIKY CJTOBALIbKOI PECIYBJIKU

AHoTaUiA. Y cTaTTi po3rnAafaloTbCA NUTaHHA 3anyyYeHHA NpAMUX iHo3eMHUX iHBecTuuin (MIl) y CnoBayumnHy, AKi HUHI € BaX-
NNBOIO (HOPMOIO MiABULLEHHA PiBHA PO3BUTKY PEFIOHIB Ta CKOPOYEHHA AUCMApUTETY MidXK HUMWU. [POHWKHEHHA IHO3EMHOro
KanitTany B CNoBaLbKy EKOHOMIKY BiAOyBaeTbCA Yepesd yNpoBaAXeHHA HOBMX BUPOOHNYMX TEXHOSOTIN i HOy-xay, L0 CTBOPIOE
OCHOBM 3[0POBOI KOHKYpeHLUIii Ta epeKTMBHOI iHTerpauii B MixkHapogHuin nogin npaui. BxogxeHHa Hosux Ml i nigTpumka
iCHYIOUMX IHO3EMHMX IHBECTOPIB CTalOTb BaXK/IMBOKO CKMAA0BOKO NOAITUKMK, CNPAMOBAHOI Ha NiABULLEHHA KOHKYPEHTOCMpOo-
MO>XHOCTI HaLioHanbHOI eKOHOMIKM. KpaiHa, AKa 34aTHa 3any4mTn GiflbLue KoHYOoBUX iIHBECTOPIB, Mepemarae B MixXAep KaBHii
KOHKYPEHLIi B AeAKMX CeKTopax (4e Le MOXJIMBO), OAEPXKYHOYN IHTEHCUBHUIA MynbTURMiKauinHuin edpekT Ml ana eKoHoMikM
y uinomy.

Knto4oBi cnoBa: npaAMi iHoO3eMHi iHBeCTWLi; perioHanbHUA AMCNapUTeT; KOHKYPEHTOCNPOMOXHICTb; CrioBaLbKa eKOHOMIKA.
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Bbicluan WKona SKOHOMMKM 1 rocyAapCTBEHHOro ynpasnernua B bpaTtucnase, Cnosakusa .

NMPAMbIE MHOCTPAHHBLIE MUHBECTULUWUN U UX BNTUAHUE HA 3KOHOMUKY CJTOBALIKOU PECNYBJIUKN
AHHOTaumA. B cTaTbe paccmaTpuBaloTCA BOMPOCHI NPUBIEYEHMA NPAMbIX MHOCTPaHHbIX nHBecTuuni (MAW) B Cnoakuio,
KOTOpbIE B HACTOALLEE BpeEMA ABNAKTCA BaXKHON (DOPMOI MOBLILLEHWA YPOBHA Pa3BUTUA PETMOHOB M COKPAaLLEHUA aucnapu-
TeTa Mexxay HUMW. MPOHNKHOBEHNE MHOCTPAHHOIO KanuTana B CNoBaLKyt 9KOHOMUKY NMPOUCXOAUT Yepes BHEAPEHWE HOBbIX
NPON3BOACTBEHHbIX TEXHOMOTUIA U HOY-Xay, YTO CO34aeT OCHOBbI 3[40POBOM KOHKYPEHUMM U 3D(EKTUBHON MHTErpaumm B
Me>XayHapoaHoe pasgeneHune Tpyaa. BxoxaeHue Hosbix MWW u nogaep>xaHue CyLecTBYOWMNX MHOCTPaHHbIX MHBECTOPOB
CTaHOBATCA BaXXHOMW YaCTbiO MOSIMTUKM, HAaNpaBIieHHON Ha MOBbILLEHNE KOHKYPEHTOCTIOCOBHOCTN HALUMOHANBbHOW SKOHOMUKMW.
CTpaHa, KoTopaA MOXeT NpuBeyb 60MbLUE KTHYEBbIX UHBECTOPOB, CTAHOBUTCA NOBeANTENEM B MEXTOCY AAPCTBEHHON KOH-
KYPEHUMM B HEKOTOPbIX CeKTopax (rae 3TO BO3MOXHO), MOy4aA UHTEHCUBHbBIA MYMbTUNNKAUMOHHBIA achdexkT MUN anA
3KOHOMMKM B LIeSIOM.

KntoyeBble cnoBa: npAMble MHOCTPaHHbIE MHBECTULIMW; PErMOHANbHbBIN AMCNapUTET; KOHKYPEHTOCNOCOBHOCTb; crnoBaLKas

OKOHOMUKA.

Introduction. Foreign direct investment in the Slovak
Republic (SR) has long lagged in comparison to neighbouring
countries, mainly because of the political situation. In the early
90s of the 20th century, occurred transformation of the econo-
my from the planned to the market one, even during the exis-
tence of Czech-Slovak Federation, requiring a change of atti-
tude to foreign investment. It together with privatization has
been a decisive prerequisite to the market mechanisms intro-
duction. That period characterized by FDI inflows associated
with the establishment of small and medium-sized enterprises
with foreign capital. In the years 1993-1998 after the federation
and the privatization of SR was limited, most prosperous busi-
nesses were sold to domestic entities; many transfers were
associated with tunnelling. Stagnation of the economy after pri-
vatization, political and economic instability continued, by
reducing of inflows of FDI due to decreased confidence of fo-
reign investors. Major breakthrough occurred in March 1999,
when a strategy of foreign investment in SR encouragement
was adopted, and SR presented proposal to increase FDI
inflows. Watershed year, however, was the year 2000, when
there was privatization of strategic enterprises. Visible growth of
FDI inflows in Slovakia was in 2000, reached the value of $2.7
billion, which means a place among neighbouring states with
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the largest inflow of FDI in the region. This position in FDI
inflows Slovakia maintained in subsequent years 2001-2012
reaching from $2.75 billion to $5.85 billion per year.

Brief Literature Review. The issue of investment attractive-
ness determinants, which is very live at present, is being dealt
with in numerous publications of Slovak and foreign authors.
The importance of several determinants of investment attrac-
tiveness is stressed by A. Bevan (2000, 2004), S. Estrin (2000,
2004) and K. Meyer (2004), who divided them into two basic
groups (of political and economic factors) and distinguished
between the factors influencing the hosting and domestic
economies [1; 2]. The attention of T. Dudas (2004, 2010, 2005)
[3; 4; 5] and M. Fabus (2010, 2011, 2012, 2014) [6; 7; 8; 9] is paid
to individual determinants and their influence upon the econo-
my’s development, the motivation of investors, economic and
political conditions creating in the hosting country. Theoretical
background of the investment attractiveness investigating and
the theories of FDI creation were made by prominent foreign
scholars. The most comprehensive is J. H. Dunning’s (1979,
2001) eclectic theory based on three categories of factors,
which determine decision-making of investors. It is well-known
OLI paradigm and the motives which prerequisite investment
decision-making are the benefits resulting from the ownership
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and ownership rights, advantages from information about the
human resources and new information, and the specific benefits
resulting from the locality [10; 11]. As for the Slovak authors, we
may mention J. Tancosova (2012, 2013, 2014, 2007) [12; 13; 14;
15], S. Ferencikova (2005) [5] and K. Belanova (2014) [16] who
analyse the determinants and point at their importance for FDI
access. Not to mention the views of T. Dudas (2010) [4] about
the importance of labour force and S. Svecova (2012) [12] about
the task of education in the structure of workers improving to
meet the requirements of the labour force market.

Purpose of the article is to analyse correlation between fo-
reign direct investment in the Slovak Republic and its regions
and gross domestic product growth.

Methodology of our research is based at the Pearson cor-
relation coefficient and regression analyses. The Pearson (1896)
correlation coefficient is a measure of the linear dependence of
two variables. It is used when variables are measured on at
least an interval scale. This method is independent of the scale
at which variables were measured. Pearson’s correlation coeffi-
cient p («rho») estimated from the random sample is written Ty
and is calculated by the following equation:

L BT
=SS

We assume that the statistical features of character X and
Yis a linear relationship, and expresses its course function:

vi=PBo+ B tei ,wherei=12,...n (¢i—sumi

Function parameters express the basis of data from the sta-
tistical sample file.
The compensatory function has the form:

yi=by+ b, wherei=12,...n

The coefficients 5, and 5, we deal with the following formu-
las (Hindls, 2007):
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The coefficient b1 is called the regression coefficient, if its
value is positive we are talking about direct dependencies, if
negative, so the inverse. This coefficient indicates how many
units of measure the average change in the dependent random
variable, if the nondependent random variable changes by one
unit of measure [17].

Results and Discussion. Foreign direct investment is
defined as long-term investments by foreign direct investor in an
enterprise resident in another (foreign) economy, where it is
established by a foreign investor. Relationship of FDI consists of
a parent company and foreign affiliates, which together form a
transnational corporation (a multinational company).

The main feature of FDI is to exercise ownership control. By
definition of the U.S. government, FDI are regarded only in case
of at least 10% share purchase in a joint stock company or an
equivalent interest in another type of company.

GDP is the key indicator of the country’s economy. The
examination is based on the timing of two variables: GDP
growth in percent’s over the previous year and the inflow of FDI
into the economy in millions US dollars.

Foreign direct investment is important factor in regional dis-
parities reducing. However, it is unevenly distributed in different
regions of Slovakia. Bratislava region is dominated by the inflow
of FDI in the period 1993-2013; it received 44% of total invest-
ments. In the second place was Trnava region with 20%. 11% of
total FDI inflows received Trencin, Zilina got 10% and shall be
followed by Kosice region with 6%. The least during this period
gained Banska Bystrica, Presov and Nitra regions, which awoke
little interest among foreign investors (4%, 3% and 2%).
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To investigate the relationship between FDI inflows and
GDP, we applied time series from 1998 to 2012, whereas the
data on the inflow of FDI at the regional level from the years
2013 and 2014 are not yet available. Just a longer time series
analysis allows understanding the evolution and trends of for-
eign direct investment on regional disparities.

Data were obtained from statistical databases of the Natio-
nal Bank of Slovakia, regional statistical database and the Sta-
tistical Office of the Slovak Republic. To determine the degree of
dependence of labour force between the two quantitative varia-
bles, we used the correlation coefficient, which shows volumes
about the strength but also the direction of the linear depen-
dence, which can take values from the interval <-1,1>.

We will introduce only some of all regions of the Slovak
Republic, which will be Bratislava region, Zilina region, Banska
Bystrica region and Presov region.

Correlation between FDI and GDP in Bratislava region was
found with strong direct linear relationship, namely, FDI is sig-
nificant to GDP growth in the region. In this region is the lowest
positive regression coefficient of the linear model. GDP and
average salaries of Bratislava region is to highest of all Slovakia
regions.

Figure 1 presents the positive impact of FDI inflows on
regional GDP in Bratislava region. This means that the relation-
ship between FDI inflows and economic growth in Bratislava
region is slightly positive. If FDI inflows are worth EUR 1 million,
GDP will increase by EUR 1.012 million.
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Fig. 1: Linear regression line of relative GDP and FDI inflows,
Bratislava region
Source: Own proceeding

By the analysis of Zilina region, we have confirmed that
there is a direct dependence between GDP and FDI (Figure 2).
The regression analysis shows that increase in FDI for EUR 1
million would translate into economic growth by EUR 11.120 mil-
lion. Correlation between FDI and GDP confirmed that there is
a strong direct linear relationship and the growth of GDP
accounted for most FDI in Zilina region. We showed that in the
Zilina region has managed to raise the economic level of the
region FDI inflows where mainly investors in automotive sector
and their subcontractors are located.

Regression analysis in Presov region also confirmed our
mutual positive relationship on observed indicators (Figure 3).
When a foreign investor invests in Presov Region EUR 1 million,
regional GDP in the same year will grow by EUR 40.38 million.
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Fig. 2: Linear regression line of relative GDP and FDI inflows,
Zilina region
Source: Own proceeding
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EKOHOMIKA TA YNPABJ1IIHHA HALLIOHAJIbBHUM rOCMNOAAPCTBOM
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Fig. 3: Linear regression line of relative GDP and FDI inflows,
Presov region
Source: Own proceeding

This region counts to less developed in Slovakia. We confirmed
that the correlation in the Presov region is a direct linear rela-
tionship between FDI and GDP.

Based on the empirical group, which consists of two values,
where X (FDI inflow in million EUR) which is the independent
variable, and Y (GDP in EUR million) which is the dependent
variable, correlation analysis of Banska Bystrica region is 0.467
(Figure 4). This shows moderate interdependence between
both indicators. The regression analysis shows that the increase
in FDI of EUR 1 million would translate into economic growth by
EUR 6.403 million. Regression line confirmed the relationship
between FDI inflows and economic growth in Banska Bystrica
region, which is moderately positive. It means that FDI con-
tributes to regional economic growth.
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Fig. 4: Linear regression line of relative GDP and FDI inflows,
Banska Bystrica
Source: Own proceeding

Using correlation analysis, we determined the interdepen-
dence between the impact of FDI inflows to GDP in each region
at NUTS 3 (Nomenclature of Territorial Units for Statistics) the
growth of one variable increases the value of the other variable.
All regions, except the Kosice region (-0.172 reached after
analysing the n+1), achieved a direct correlation between the
two indicators. High dependence of two variables was con-
firmed in central and western Slovakia, the smallest in the east
Slovakia. In the second step, we used regression analysis and
examined the relationship between indicators quality. Using the
regression analyses, we confirmed high impact of inflows of FDI
on economic growth in all regions of Slovakia.

We can say that foreign direct investment before the crisis
increased on the volume and strength. They are a measure of
the country’s rating, its political and economic stability. There is
no doubt that foreign direct investments contribute to the moder-
nization of enterprises to increase product quality and, now, ser-
vices, and productivity growth. At the same time, they help to
bring new knowledge in the field of technology, know-how, mar-
keting, management, corporate culture. The investment climate
in Slovakia is supported by the state, and virtually there are no
barriers to foreign investors.

Slovakia has an open, export-oriented economy with a small
domestic market and limited material resources. The advantage
is membership in the EU, OECD, IMF, WB, WTO and other inter-
national economic institutions that allow the Slovak Republic to
exploit the potential of economic growth and competitiveness in
a global environment. Key source of economic growth and inno-
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vation performance of SR are the foreign direct investment. Slo-
vakia is located in Central and Eastern Europe, which means its
economy is forced to compete for foreign investment with other
economies in the region, especially with the Czech Repubilic,
Hungary and Poland. Slovakia can offer lower transaction costs,
based at integration to the Eurozone, entry into the Schengen
Area, political stability, introduction of euro, favourable in-
vestment and tax conditions, skilled workforce, low labour costs.

Conclusion. The analysis of the Pearson correlation coeffi-
cient of each region confirmed the assumption that in the Slovak
Republic the foreign direct investment directly affects the deve-
lopment of the GDP growth. While by the regression analysis we
were able to point out a strong dependence on foreign invest-
ment in Slovak economy, it does not mean that FDI inflows into
Slovakia have only positive effects. We have to take into account
that there are more analyses to be made to show the impact of
foreign direct investment to other macroeconomic indicators,
such as employment and others.

Comparing the development of foreign direct investment in
the regions of Slovakia, we pointed out that the increased influx
occurred after the stabilization of the political and economic situ-
ation in 2000. Development in different regions is not uniform. It
is clearly that FDI are concentrated in Bratislava region, which is
primarily the result of a highly skilled workforce, the best infra-
structure, but it is also due to the fact that some businesses that
create added value in another county are located in Bratislava
region, where the company results are ultimately counted. In
Bratislava region up to 63% of foreign direct investment is con-
centrated, which is on average 10 times more than in any other
region of Slovakia. Incentives operating in the country through
two ways of promoting investment environment, namely: EU
structural funds which are translated directly to support small
and medium enterprises, and development of infrastructure and
manpower as well as other forms of state aid for the strategic
investors at the regional level. Regional differences still persist
and even public support for the FDI location in lagging regions
is not fuffilling. Promoting foreign direct investment should be
directed in particular to the areas with the highest unemploy-
ment rate and low GDP per capita. The situation is exactly the
opposite, as the largest share of FDI is in the region with the
lowest unemployment and the highest value of GDP per capita.

The problem of uneven regional distribution of foreign invest-
ments is also lagging less developed regions and especially
central and eastern Slovakia, which is mainly due to the fact that
foreign investors prefer regions with developed infrastructure.
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KaHAMAaT eKOHOMIYHMX HayK, AOLUEHT Kadeapu Mi>KHapOAHOI EKOHOMIKM
Ta MEHeA>XXMEeHTY 30BHILLHbOEKOHOMIYHOI AiANbHOCTI,
JIbBiBCbKUI HaUiOHaNbHWI arpapHui yHiBepcuteT, YKpaiHa
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FAJTY3EBE MNMO3NUIOHYBAHHA
3EPHOIMPOAYKTOBOIO
NIAKOMIMIIEKCY AMK YKPAIHW

AHoOTaUiA. Y cTaTTi BU3HA4YeHO haKTopy, L0 akTyasnidyloTb NepCrneKTUBHICTb BUPOGHMLTBA 3epHa B

YKpaiHi, Ta HaronoweHo Ha BiACYTHOCTI CUCTEMHOI NONITUKM Aep>KaBu Y Ui ranysi, HeaBaxkarouun Ha i noTeHuian. Mposene-
HO aHani3 AiAnbHOCTI opraHi3auiiHuX CTPYKTYP i MiXXKrocnoaapCbkux 3B’A3KIB HA PUHKY 3epHa 1 NpoAyKLii Moro nepepobku,
a TakKoX OKPEeCNIeHO MeXi 3epHONpoayKToBoro nigkomnnekcy AlK BignoBigHO 4O Cy4acHWX CTaHAAPTIB CTATUCTUYHOI 3BIT-
HOCTi Ta 3aKOHOAAaB4YMX akTiB. 3anpornoHOBaHO BU3HA4YeHHA Lporo nigkomnnekcy AMNK anAa cuctemartumsadii noganblumx
LOCNioKeHb.

Kntovosi cnosa: 3epHonpoaykToBui nigkomnnekc AlNK; 3epHOBUIA PUHOK; BUPOBHMLTBO 3epHa; nepepobka 3epHa; enesa-
TOpHAa NPOMUCIIOBICTb.
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BRANCH POSITIONING OF GRAIN PRODUCTS SUBCOMPLEX IN UKRAINE’S AIC

Abstract. Modern economic and political challenges require from Ukraine its resource mobilization and fast system changes, and
the grain industry has all chances to be the exports locomotive and source of foreign exchange for the country. In addition, grain
production forms a system effect, as it is a raw material for many other industries. In the article, factors that actualize grain pro-
duction prospectivity in Ukraine are defined, and lack of states’ system policy in this area is emphasized, despite its potential.
The evolution of institutional changes in Ukraine led to enterprises’ unclear positioning at the grain market and its processing
products in inter-industry links system. Different interpretations of the structural and functional providing of grain production sub-
complex of AIC do not create conditions for fundamental theoretical researches. The analysis of the organizational structures
activity and inter-farm connections for grain market and its processing products, allowed us to determine the grain production of
AIC limits in Ukraine according to modern statistical reporting standards and legislative regulation. It includes a set of function-
ally dependent agricultural and industrial enterprises that ensure the grain supply formation, its primary machining, storage and
processing into flour, cereals, mixed fodder, as well as sales, including exports, through the mediocre participation of relevant
infrastructure elements and as a raw materials source for the enterprises of specialized food producing industries. Subsequent
system studies should provide a balanced development of all identified components of the sub-complex towards improving quan-
titative and qualitative indicators of its functioning.
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B. A. Konoauniuyk

KaHanaaT 9KOHOMUYECKMX HayK, AOLEHT Kadeapbl MeXAyHapoaHOW SKOHOMUKM U MEHeAXXMeEHTa

BHELUHE3KOHOMUYECKOW AeATEeNbHOCTH, JIbBOBCKUIA HALMOHANbHBIA arpapHbIi yHUBEPCUTET, YKpanHa

OTPACJIEBOE NO3NLUMOHUPOBAHUE 3EPHOMPOAYKTOBOIO MNOAKOMMJIEKCA AMNK YKPAUHbI

AHHOTauumA. B cTatbe onpeaeneHbl (hakTopbl, KOTOPbIE aKTyanM3unpyoT NePCNeKTUBHOCTb NPOM3BOACTBA 3epHa B YKpau-
He, U OTMEYEHO OTCYTCTBME CUCTEMHOWM MONMMTUKU rOCyAapcTBa B 3TOW OTpacnu, HECMOTPA Ha ee noTeHuman. MNpoBeaeH
aHanM3 AeATeNbHOCTU OpPraHM3aUMOHHbIX CTPYKTYP U MEXX03ANCTBEHHbIX CBA3EN Ha pbliHKE 3epHa U NPOAYKLUMKU ero nepe-
paboTKkn, a Takke 0603HaYeHbl rpaHnLbl 3epHONMPOAYKTOBOro nogkomniekca AlMK cornacHo COBpPEMEHHbIM CTaHAapTam
CTaTUCTUYECKON OTHETHOCTM 1 3aKoHOAATESIbHbIX aKTOB. [peanoxeHo onpeaeneHune gaHHoro nogkomnnekca ArK gna cuc-
TemaTM3aummn AanbHenwmMx NccnefoBaHuii.

KnioueBble cnoBa: 3epHONpPoAyKTOBbI noakomnnekc AlK; 3epHOBO pbIHOK; MPOM3BOACTBO 3epHa; nepepaboTka 3epHa;
3neBaTopHan MNPOMbILLNEHHOCTb.
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