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Abstract

The purpose of this study is to examine the relationship between direct foreign
investment and the competitiveness of the economies of the Western Balkan countries
(Albania, Bosnia and Herzegovina, Macedonia, Montenegro, and Serbia) in the period
between 2008 and 2017. The countries of the Western Balkan region were included in
the analysis due to the fact that, in the last two decades, there has been a noticeable trend
of increasing interest of foreign investors in investing in the countries of the region, both
because of their good geographical position and because of the advantages they provide
in terms of realising the basic, profit motivation of foreign investors. The research was
conducted using the UNCTAD database, the international comparable base of data.
First, an analysis of the dynamics of foreign direct investment flows in the countries of
the Western Balkan region was performed. In order to examine the relationship between
foreign direct investment and national competitiveness, Pearson’s linear correlation
coefficient and Spearman’s rank correlation coefficient were applied. The Granger
causality test was performed to assess the degree of influence of direct foreign investment
on the competitiveness of the economies of the observed countries. The obtained research
results not only contribute to the development of the existing literature on foreign direct
investment and national competitiveness but also provide valuable knowledge to economic
policy-makers about the possibilities of using the potential of foreign direct investments
to improve the competitive and development performance of the national economy.
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KAKO CTPAHE JUPEKTHE UHBECTULUJE YTUYY
HA HAIIMOHAJIHY KOHKYPEHTHOCT:
CJIYYAJ 3EMAJBA 3AITA/THOT' BAJIKAHA

Arncrpakr

CBpxa oBe CTyIHje je 1a UCIUTa OJHOC U3Mel)y TUPEKTHHX CTPAaHUX WHBECTHIMja U
KOHKYPEHTHOCTH TpHBpena 3eMasba 3amamHor bankana (AnGanuje, Bocne u Xeprero-
BuHe, Makenonuje, Llpue ['ope u CpOuje) y mepuomy msmehy 2008. u 2017. rogune.
3emsbe pernoHa 3anagHor bankaHa cy y3ere y aHanmzy jep je y MOCIEA:E IBe JeLeHHje
HpHUMETaH TPEHJ [opacTa HHTePeCcoBamba MHOCTPAHNX MHBECTHTOPA 3a yJarama y 3eMJbe
perruoHa, Kako 300T BbHXOBOT JI00POT reorpadckor MoJiokaja, Tako U 300T MPETHOCTH Koje
NPY’Kajy y CMUCITy OCTBapHBama OCHOBHE, MPO(HUTHE MOTHBALW]E CTPAHUX HMHBECTUTOPA.
HcrpaxuBame je crpoBeneHo KopuihemeM 6aze nogaraka UNCTAD-a, koja npezcras-
Jba MeljyHapoHy yropenuBy 6a3y moaaTtaka. Hajmpe je n3BpieHa aHa3a THHAMUKE TO-
KOBA CTPaHMX AWPEKTHUX MHBECTHUIIMja Y 3eMJbaMa perroHa 3anagHor bankana. [la 6u ce
UCIIHTA0 OIHOC M3Mel)y CTpaHMX JUPEKTHUX WHBECTHIMja U HALMOHATHE KOHKYPEHTHO-
CTH NIpIMEReHH ¢y [InpcoHoB KoeduLjeHT IuHeapHe Kopenanuje 1 CnupMaHoB Koedu-
IIMjEeHT KopeJialivje paHra. 3a MpoIeHy CTeleHa YTULaja AUPEKTHUX CTPAHUX HHBECTUIIN]ja
Ha KOHKYPEHTHOCT TIpUBpe/ia IOCMaTpaHKX 3eMalba KopuiiheH je [ pejHIIepoB TeCT y3poy-
HocTu. JIoOmjenn pe3ynTaTu HCTpaXHBamka He caMo Jia JIONIPHHOCE Pa3Bojy mocrojehe m-
Teparype O CTpaHWM UPEKTHUM MHBECTHIMjaMa M HAIMOHAIIHO] KOHKYPEHTHOCTH, Beh 1
Jiajy AparoleHa casHarmba KpeaTopuMa eKOHOMCKe TIOJIMTHKE 0 MoryhHocTiMa KopHinhema
MOTEHIMjajla CTPAHNUX AUPEKTHUX MHBECTHUIIM]jA 32 yHanpeheme KOHKYPEHTCKHX U Pa3Boj-
HHX TTeppOpMaHCH HAIIMOHAIHE €KOHOMHU;]E.

Kibyune peun: cTpaHe IUpEeKTHE HHBECTHUIM]E, HAIIMOHAIHA KOHKYPEHTHOCT, 3eMJbE
3amanHor bankana, Pemy6muka Cpowuja.

INTRODUCTION

The competitiveness of a country’s economy in contemporary con-
ditions is becoming a necessary condition for its existence. This requires
the engagement of all available resources, and their optimal use. By
working together, countries can improve their competitive positions
thanks to higher gross domestic product. In addition, it is possible to im-
prove the existing living conditions of citizens by providing a better
standard of living. In the circumstances of the opening of the economies
of the countries of the Western Balkans imposed by the processes of
globalisation and liberalisation, foreign direct investments became a gen-
erator of the development of their national economies in the following pe-
riod (Andrasic¢ et al., 2018). Foreign direct investment in the modern age
is becoming a key development factor for many host countries, and a
means to improve their competitiveness. Decisions regarding their attrac-
tion in the host countries belong to the domain of strategic decisions, tak-
ing into consideration the choice of the location for its implementation,
the available resources that the multinational corporation brings with it, as
well as the review of the entire investment environment. As an interna-
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tionalisation strategy, they bring with them a package of resources that
significantly contribute to improving the competitive performance of host
economies. In this regard, the issue of improving national competitive-
ness is becoming crucial, and the focus of those entities responsible for
implementing economic policy (Petrovi¢-Randelovi¢ et al., 2018). It is
currently especially important in countries undergoing the process of
structural transformation, and in developing countries.

The paper focuses on the possible effects of foreign direct invest-
ment on the competitiveness of Western Balkan economies. These coun-
tries opened their doors to foreign capital starting with the year 2000 by
passing regulations allowing its inflow (Deichmann, 2020). The main fo-
cus is considering this issue in the case of the Republic of Serbia. Cross-
border investment in this country is set to become its key development
factor in the coming period. This became especially relevant after the de-
cision to construct the development path towards membership in the Eu-
ropean Union. Having in mind the possible effects that foreign direct in-
vestment can have on the competitiveness of the selected countries, the
contribution of the paper is reflected in providing certain guidelines to
economic policy-makers. They primarily refer to the more efficient use of
the potential of foreign direct investment, all with the aim of improving
the country’s competitive performance.

According to the aforementioned, the structure of the paper is as
follows. After introductory considerations, the first section deals with ear-
lier arguments of the authors who considered this topic in their studies.
The second part of the paper is devoted to the methodology used in this
research. The third section summarises the obtained research results.
Concluding remarks are given in the last part of the paper.

LITERATURE REVIEW

The relationship between foreign direct investment and national
competitiveness has attracted a lot of attention from the academic com-
munity, and has been the subject of numerous empirical studies in the last
three decades. This relationship is extremely complex, and due to its
complexity, relations of mutual connection and mutual dependence are
established between foreign direct investments and national competitive-
ness. In other words, there are two-way connections between these two
phenomena: foreign direct investment contributes to the improvement of
the competitive performance of the host country, while the competitive
performances of the host country are at the same time important determi-
nants of attracting not only a larger volume, but also higher quality flows of
foreign direct investment (Raduki¢ & Petrovi¢-Randelovié, 2014, p. 518).

In the literature on foreign direct investment, there are many stud-
ies dealings with the issue of making strategic decisions regarding foreign
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direct investments (AlQur'an, 2022; Bi et al., 2022; Ercilasun et al., 2015;
Hayali, & Kucukkosman, 2020; Kuzey et al., 2021; Milovanovi¢ & Mar-
kovi¢, 2022; Polat, 2017). The purpose of these studies is to identify the
factors that determine decisions on the location of foreign direct invest-
ments. This strategically based decision is determined by numerous fac-
tors, among which the level of competitiveness of the host country’s
economy stands out as very important.

Numerous empirical studies examine the influence of the level of
national competitiveness of the host country on the inflow of foreign di-
rect investment. Popovici and Calin (2012) found that the investment pro-
cess in seven Central and Eastern European countries follows the trends
of national competitiveness, and that the decline in investment inflows
during a crisis is determined by the crisis of investor confidence. Similar-
ly, Zlatkovi¢ (2016) indicates that the preconditions for the growth of for-
eign direct investment per capita in the Western Balkans are more com-
petitive infrastructure, health and primary education, improved innova-
tions, and accelerated technological readiness.

Examining the relationship between foreign direct investment and
the pillars of competitiveness of the World Economic Forum is the sub-
ject of research of Stankov et al. (2019). The obtained results indicate that
the key role in attracting foreign direct investment is played by the market
size factor. In addition, labour costs significantly reflect the achieved
competitiveness of the host country, and they are often used as a determi-
nant of foreign direct investment.

For the purpose of measuring Poland’s competitive position,
Wisnhiewski (2018) used two groups of time series: the GCI series, and
the one that follows the flows of foreign direct investment. It was found
that there is a two-way causality between these variables, and that the in-
frastructural competitiveness of Poland plays a key role in attracting for-
eign direct investment. Recently, Rathnayake et al. (2023) found that the
level of national competitiveness measured by the Global Competitiveness
Index and Logistics Performance Index achieved a positive impact on the
inflow of foreign direct investment in certain African countries (Lesotho
and Algeria), but not in all of them (like Mauritius, Namibia and Rwanda).

The results of numerous empirical studies show mixed findings on
the impact of foreign direct investment on national competitiveness. For
example, in a recent study, Paren (2017) examined the relationship be-
tween the value of foreign direct investment inflows and the national
competitiveness of the Visegrad Group economies in the 2005-2016 time
period. The results of the empirical study indicate that the values of the
obtained correlation coefficient oscillated in the observed period, i.e., that
there is a positive correlation between foreign direct investment inflows
per capita and the individual pillars of competitiveness taken in certain
years.
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Molendowski et al. (2017) examined the relationship between for-
eign direct investment and national competitiveness in EU-10 member
states between 2004 and 2016. The obtained results indicate that the in-
flow of foreign direct investment contributed to improving national com-
petitiveness in only six countries (Czech Republic, Lithuania, Romania,
Bulgaria, Latvia and Poland), while this cannot be said to be the case in
the other countries of the examined group (Hungary, Slovenia, Estonia
and Slovakia). Also, the authors noted that the effects of foreign direct
investment on national competitiveness were pronounced only in three
countries (Poland, Bulgaria and Romania). Similarly, Meemak (2021)
found that the effect of foreign direct investment differs among ASEAN
countries.

Gamariel and Hove (2019) indicate that foreign direct investment
inflows have influenced the export competitiveness of Sub-Saharan Afri-
ca countries. In addition, they point out that these countries must work on
building and strengthening capacities in the field of human capital to take
advantage of technology transfer and strengthen economic ties. In that
case, these countries could expect greater benefits from the inflow of for-
eign direct investment.

In a recent study, Sinik (2019) examined whether the effects of
foreign investors were reflected in the export activities of the Republic of
Srpska in the 2008-2018 period. This author concluded that investments
did not significantly affect the growth of exports of the Republic of
Srpska, and thus its competitiveness, in the observed period.

RESEARCH METHODOLOGY

The aim of this study is to determine the impact of foreign direct
investment on national competitiveness in Western Balkan countries.
Based on the defined goal of the research, the following research hypoth-
esis was defined: H1 — there is a positive link between foreign direct in-
vestment and the competitiveness of the economy.

The starting point of the analysis is the examination of the dynam-
ics of foreign direct investment in Serbia, and their comparison with these
flows in other Western Balkan countries (Albania, Bosnia and Herze-
govina, Macedonia, and Montenegro). For the purposes of the analysis, a
period of ten years was taken into consideration — the period between
2008 and 2017. Furthermore, the relationship between the foreign direct
investment and the national competitiveness of the selected countries was
examined using: (1) Pearson’s linear correlation coefficient; (2) Spear-
man’s rank correlation coefficient; and (3) Granger’s causality test.

In this study, foreign direct investment is taken as a hypothetical
independent variable, with World Bank data used as the primary data-
base. Having in mind that exports are an indicator that measures the in-
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ternational competitiveness of the surveyed countries, it will be taken as a
hypothetically dependent variable. The share of exports of each of the
considered countries in the total exports of the group of surveyed coun-
tries (G5) will be considered. An overview of the above statements is
shown in Table 1.

Table 1. Variables used in the research

FDI inflow Inward foreign direct investment

FDI outflow Outward foreign direct investment

Inward FDI stock Inbound stock of foreign direct investment
Outward FDI stock Outward stock of foreign direct investment

Share in total G5 exports Share in total G5 exports (Western Balkans countries)
Source: Autor’s own presentation

RESEARCH RESULTS

The dynamics of foreign direct investment inflows in the Western
Balkans countries in the period between 2008 and 2017 are very uneven,
observed both year by year and country by country (Figure 1). Serbia had
the highest FDI inflow within the group of countries, shown as a percent-
age of the total FDI inflow for the EU28 during the period between 2008
and 2017.

Serbia had the highest value of FDI inflow in 2008 (1.04%), and it
achieved a similar value in 2011. During the period between 2008 and
2017, the value of FDI inflows for Serbia ranged from 0.27% (2012) to
1.04% (2008). The lowest FDI inflow was observed in Macedonia
(0.02%) in 2012, as well as in Montenegro and Bosnia and Herzegovina
(less than 0.10%).

Regarding FDI outflows, the following results were obtained.
Based on the collected data, it can be seen that Serbia is directly respon-
sible for the largest percentage of FDI outflows, where its share in rela-
tion to the EU28 is many times ahead of the G5 countries (Figure 2). The
exception is the year 2009, when Serbia had a share of 0.01%. Serbia’s
share in the EU28 also displayed constant growth, from 0.05% to 0.13%
in 2014. On the other hand, years with negative FDI outflow are observa-
ble (2012 and 2016) in some G5 countries (Macedonia and Montenegro).
Thus, the outflow of FDI in Macedonia amounted to -0.01% in 2012,
while it amounted to a -0.03% share of the EU28 in total in Montenegro.
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Figure 1. FDI inflows for the Western Balkan countries shown as a
percentage of the EU28 in total
Source: Autor’s research based on the World Bank Indicators database
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Figure 2. FDI outflows for Western Balkan countries shown as a

percentage of EU28 share
Source: Autor’s research based on the World Bank Indicators database

Regarding the inward FDI stock (Figure 3), it can be seen that
Serbia lagged behind the Western Balkan countries in the period between
2008 and 2012, while Bosnia and Herzegovina is in first place, with an
approximate share of 0.08 % in relation to EU28 in total. Starting in
2013, Serbia rose to have an average of 0.35% share in the EU28 in total,
while other countries remained at levels similar to the period between
2008 and 2013. Therefore, based on the data from the figure, it can be
noticed that Serbia was constantly ahead in terms of inward FDI stock in
relation to other countries in the region in the observed period.
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Figure 3. Inward FDI stock for Western Balkan countries shown as a
percentage of the EU28 share
Source: Autor’s research based on the World Bank Indicators database
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Figure 4. Outward FDI stock for Western Balkan countries as a

percentage of the EU28
Source: Autor’s research based on the World Bank Indicators database

The outward FDI stock for Western Balkan countries as a percent-
age of the EU28 share in total is shown in Figure 4. It can be noticed that
Serbia did not stand out in terms of outward FDI stock in relation to other
countries in the region in the period between 2008 and 2012, when these
values were less than 0.01%. Since 2013, it can be noticed that Serbia is
becoming the leader in the region, with values over 0.05%. The maxi-
mum value of outward FDI stock was achieved in 2013 and 2014, when it
was 0.06%.

After considering the dynamics of foreign direct investments, this
empirical research will test whether there is a positive relationship be-
tween foreign direct investments and the competitiveness of each country
individually. Table 2 shows Pearson’s correlation coefficient for each
country separately (r), as well as statistical significance (p).
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Looking at each country separately, it can be seen that there is a
significant positive correlation between the competitiveness of the economy
of the Republic of Serbia and inward/outward FDI stock (r = 0,97, p <
0,0001). There is a negative correlation between the outward FDI stock and
the competitiveness of the economy of Bosnia and Herzegovina (r = -0,84, p
=0,0020). A moderate correlation was also observed between FDI inflows
and outflows in Montenegro, while a negative correlation was observed
between inward and outward FDI stock and the competitiveness of the
Albanian economy (presented in Table 2).

Table 2. Pearson’s correlation coefficient between the national
competitiveness of the Western Balkan countries and FDI

Variable G5 country r p sig
FDI inflow Serbia -0.3380  0.3400
FDI outflow Serbia 0.3060 0.3900
Inward FDI stock Serbia 0.9780 0.0000 ™
Outward FDI stock Serbia 0.9790 0.0000 ™
FDI inflow Bosnia and Herzegovina 0.0030  0.9930
FDI outflow Bosnia and Herzegovina -0.2500 0.4860
Inward FDI stock Bosnia and Herzegovina -0.4550 0.1870
Outward FDI stock Bosnia and Herzegovina -0.8390 0.0020 ™
FDI inflow Montenegro 0.6900 0.0270 -
FDI outflow Montenegro 0.5880 0.0740 *
Inward FDI stock Montenegro -0.5870  0.1260
Outward SDI stock Montenegro -0.2650  0.4590
FDI inflow Macedonia 0.3360 0.3420
FDI outflow Macedonia -0.3270  0.3560
Inward FDI stock Macedonia 0.1320 0.7160
Outward FDI stock Macedonia -0.2620  0.4650
FDI inflow Albania -0.3720  0.2900
FDI outflow Albania -0.3080 0.3860
Inward FDI stock Albania -0.5840 0.0760 *
Outward FDI stock Albania -0.8000 0.0050 ™

Source: Autor’s own presentation

Based on the presented results, we can conclude that there is a sta-
tistically significant positive correlation between foreign direct invest-
ment and national competitiveness in Serbia and in Montenegro, while
this correlation is negative in the case of Albania and Bosnia and Herze-
govina.
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Below is an analysis of the relationship between foreign direct in-
vestment and the national competitiveness of the selected countries done
using Spearman’s rank correlation coefficient. The analysis of Spear-
man’s rank correlation coefficient, as we can see from Table 3, gives us
almost identical results to the results of Pearson’s coefficient analysis.
The only difference is in the level of significance for FDI Outflow in
Montenegro, which is at Spearman’s level of 0.05.

Table 3. Spearman’s rang coefficient between the national
competitiveness of the Western Balkan countries and FDI

Variable G5 country Spearman rs p sig
FDI inflow Serbia -0.0303 0.9337
FDI outflow Serbia -0.1757 0.6272
Inward FDI stock Serbia 0.7939 0.0061 ™
Outward FDI stock Serbia 0.8182 0.0038 ™
FDI inflow Bosnia and Herzegovina -0.0424 0.9074
FDI outflow Bosnia and Herzegovina -0.2121 0.5563
Inward FDI stock Bosnia and Herzegovina -0.4909 0.1496
Outward FDI stock  Bosnia and Herzegovina -0.8545 0.0016 ™
FDI inflow Montenegro 0.7333 0.0158 ™
FDI outflow Montenegro 0.7575 0.0111 *
Inward FDI stock Montenegro -0.3212 0.3654
Outward SDI stock Montenegro -0.3090 0.3848
FDI inflow Macedonia 0.4787 0.1615
FDI outflow Macedonia -0.2484 0.4887
Inward FDI stock Macedonia 0.2969 0.4047
Outward FDI stock Macedonia -0.3333 0.3465
FDI inflow Albania -0.3212 0.3654
FDI outflow Albania -0.3212 0.3654
Inward FDI stock Albania -0.6000 0.0667 *
Outward FDI stock Albania -0.80606  0.0048 ™

Source: Autor’s own presentation

Having in mind that the correlation did not prove the causality of the
observed phenomena, the Granger test of causality was applied (with o =
5% = 0.05 and Ho: variable A does not cause (Granger-cause) variable B).

The null hypothesis was rejected in the cases of FDI outflow, in-
ward FDI stock, and outward FDI stock. This result indicates that FDI
outflow, inward FDI stock, and outward FDI stock cause, in terms of
Granger, the competitiveness of the Western Balkan countries measured
by their share in the total exports of the Western Balkan countries. The
results of the Granger causality test for these countries are presented in
Table 4.
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Table 4. Granger causality test for Western Balkan countries

Null hypothesis F-test p sig
The share in exports does not cause FDI inflow in terms of Granger 0.0170 0.8969
FDI inflow does not cause a share in exports in terms of Granger 2.0799 0.1562
The share in exports does not cause FDI outflow in terms of 1.0771 0.3049
Granger

FDI outflow does not cause a share in exports in terms of Granger 10.6870 0.0021
The share in exports does not cause inward FDI stock in terms of 00382 0.8459
Granger

Inward FDI stock does not cause a share in exports in terms of
Granger

The share in exports does not cause outward FDI stock in terms of
Granger

Outward FDI stock does not cause the share in exports in terms of
Granger

k.

9.2277 0.0040 ™
0.0129 0.9101

6.6467 0.0133 ™

Source: Autor’s own presentation

In order to confirm the results, the Granger causality test was
applied individually to each of the countries in the region (Tables 5, 6, 7,
8, and 9.). Table 5 shows the results of the Granger causality test for
Serbia. The null hypothesis can be rejected in the case of the inward FDI
stock, and outward FDI stock (with risk o = 10% = 0.10). This result
indicates that the inward FDI stocks and the outward FDI stocks Granger-
cause the competitiveness of the economy of Serbia measured by the
share of exports of Western Balkan countries (p = 0.09; p = 0.07).

Table 5. Granger causality test for Serbia

Serbia

Null hypothesis F-test p sig
The share of exports does not Granger-cause FDI inflow 0.0497 0.8324
FDI inflow does not Granger-cause the share of exports 2.3245 0.1879
The share of exports does not Granger-cause FDI outflow 0.0859 0.7813
FDI outflow does not Granger-cause the share of exports 0.8280 0.4046

The share of exports does not Granger-cause the inward FDI stock  3.2703 0.1303

Inward FDI stock does not Granger-cause the share of exports 4.1480 0.0973 ~

The share of exports does not Granger-cause outward FDI stock  3.8452 0.1072

Outward FDI stock does not Granger-cause the share of exports ~ 4.9416 0.0768 ~
Source: Autor’s own presentation

Table 6 shows the results of the Granger causality test for Bosnia
and Herzegovina. The null hypothesis can be rejected in case of the
outward FDI stock (with risk a = 10% = 0.10). This result indicates that
the outward FDI stock causes, in terms of Granger, the improvement of
the competitiveness of the economy of Bosnia and Herzegovina measured
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by its share in the total exports of the Western Balkan countries (p =
0.06).

Table 6. Granger causality test for Bosnia and Herzegovina

Bosnia and Herzegovina

Null hypothesis F-test p  sig
The share of exports does not Granger-cause FDI inflow 0.0254 0.8797
FDI inflow does not Granger-cause the share of exports 1.2039 0.3225
The share of exports does not Granger-cause FDI outflow 1.1110 0.3401
FDI outflow does not Granger-cause the share of exports 2.5109 0.1739

The share of exports does not Granger-cause the inward FDI stock 0.0002 0.9883

Inward FDI stock does not Granger-cause the share of exports ~ 0.2183 0.6600

The share of exports does not Granger-cause outward FDI stock 0.1289 0.7342

Outward FDI stock does not Granger-cause the share of exports  5.3525 0.0686
Source: Autor’s own presentation

*

The results of the Granger causality test for Montenegro are
presented in table 7. This result indicates that the outward FDI stocks
causes, in terms of Granger, the improvement of the competitiveness of
the economy of Montenegro measured by the share in total exports of the
Western Balkan countries (p = 0.09).

Table 7. Granger causality test for Montenegro

Montenegro

Null hypothesis F-test p sig
The share of exports does not Granger-cause FDI inflow 2.6487 0.1646
FDI inflow does not Granger-cause the share of exports 1.9711 0.2193
The share of exports does not Granger-cause FDI outflow 0.0342 0.8605
FDI outflow does not Granger-cause the share of exports 0.0949 0.7705

The share of exports does not Granger-cause the inward FDI stock 0.1121 0.7598

Inward FDI stock does not Granger-cause the share of exports ~ 1.4161 0.3196

The share of exports does not Granger-cause outward FDI stock 4.2118 0.0954 *

Outward FDI stock does not Granger-cause the share of exports  1.7264 0.2459
Source: Autor’s own presentation

In the case of Macedonia, the null hypothesis can be rejected in the
case of FDI outflow (with risk a = 10% = 0.10) in both directions: the
competitiveness of the economy measured by the share of exports of the
Western Balkan countries causes, in terms of Granger, FDI outflow, and
FDI outflow causes, in terms of Granger, the competitiveness of the
economy measured by the share of the exports of G5 countries (p = 0.03;
p =0.06) (Table 8).
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Table 8. Granger causality test for Macedonia

Macedonia

Null hypothesis F-test p sig
The share of exports does not Granger-cause FDI inflow 0.0674 0.8055
FDI inflow does not Granger-cause the share of exports 0.8038 0.4111
The share of exports does not Granger-cause FDI outflow 7.91250.0374 ™
FDI outflow does not Granger-cause the share of exports 5.2973 0.0696 ~

The share of exports does not Granger-cause the inward FDI stock 0.0635 0.8110

Inward FDI stock does not Granger-cause the share of exports ~ 0.0441 0.8420

The share of exports does not Granger-cause outward FDI stock  1.6568 0.2544

Outward FDI stock does not Granger-cause the share of exports  1.5314 0.2708
Source: Autor’s own presentation

Based on the presented results of the Granger causality test for
Albania (Table 9), the following conclusions can be drawn.

Table 9. Granger causality test for Albania

Albania

Null hypothesis F-test p sig
The share of exports does not Granger-cause FDI inflow 0.4846 0.5174
FDI inflow does not Granger-cause the share of exports 0.0096 0.9256
The share of exports does not Granger-cause FDI outflow 9.3813 0.0280 *
FDI outflow does not Granger-cause the share of exports 4.9816 0.0760 ~

The share of exports does not Granger-cause the inward FDI stock 0.0651 0.8088

Inward FDI stock does not Granger-cause the share of exports ~ 2.1835 0.1995

The share of exports does not Granger-cause outward FDI stock  0.2009 0.6727

Outward FDI stock does not Granger-cause the share of exports ~ 1.8819 0.2285
Source: Autor’s own presentation

The null hypothesis can be rejected in the case of FDI outflow
(with risk a = 10% = 0.10), and in both directions: the competitiveness of
the economy measured by the share in the total export of Western Balkan
countries Granger-causes FDI outflow, and FDI outflow Granger-causes
the competitiveness measured by the share in total exports of G5 (p =
0.02; p = 0.07). Having in mind that the correlation did not prove the cau-
sality of the observed phenomena, the Granger test of causality was ap-
plied (with a = 5% = 0.05 and HO: variable A does not cause (Granger-
cause) variable B).

CONCLUSION

In this study, we examined the impact of foreign direct investments
on the competitiveness of the economies of the Western Balkan countries
in the period between 2008 and 2017. A time period of ten years was tak-
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en into account during this research, having in mind that there was a
change in the methodology for assessing global competitiveness by the
World Economic Forum after 2018, and that the crisis caused by the
COVID-19 pandemic in 2020 called into question the validity of the
methodology for the assessment of global competitiveness. Accordingly,
the paper starts with analysing the dynamics of foreign direct investment
inflow for the selected Western Balkans countries. Observing the dynam-
ics of FDI inflow for the selected Western Balkans countries, certain con-
clusions can be drawn. First, Serbia had the highest FDI inflow within the
G5 group of countries, observed as a percentage of the total FDI inflow
for the EU28 in the period between 2008 and 2017. Serbia recorded the
highest FDI inflow in 2008 (1.04%), and achieved a similar value in
2011. In the 2008-2017 period, the value of FDI inflows for Serbia
ranged from 0.27% (2012) to 1.04% (2008). The lowest FDI inflow was
observed in Macedonia (0.02%) in 2012, and Montenegro and Bosnia and
Herzegovina (less than 0.10%).

Regarding FDI outflow, it can be noticed that Serbia is directly re-
sponsible for the largest percentage of FDI outflow, i.e., it is many times
ahead of the other G5 countries in terms of its share in relation to the
EU28. The exception is the year 2009, when Serbia had a share of 0.01%.
In addition, Serbia’s share in the EU28 displayed a constant growth —
from almost 0.05% to 0.13% in 2014. In some G5 countries (Macedonia
and Montenegro), years with negative FDI outflow can be observed (2012
and 2016). In Macedonia, the FDI outflow in 2012 was -0.01% of the
share, while it was -0.03% of the EU28 share in total in Montenegro.

Looking at the inward FDI stock, it can be seen that Serbia lagged
behind the other G5 countries in the period between 2008 and 2012, while
Bosnia and Herzegovina were in first place (0.08% share in relation to the
EU28 in total). Starting in 2013, Serbia is in the lead (on average 0.35%
share in the EU28 in total), while other G5 countries are at levels similar
to the levels they recorded in the period between 2008 and 2013. It is no-
ticeable that Serbia was constantly ahead in terms of inward FDI in rela-
tion to other countries taken into consideration in the observed period.

According to the outward FDI stock for the member countries of
the G5 group, it can be seen that Serbia did not stand out in terms of out-
ward FDI stock in relation to other countries in the G5 group, in the peri-
od between 2008 and 2012. These values were less than 0.01%. Starting in
2013, Serbia became the leader in the G5 group, with values over 0.05%.

Observing the changes in the share of exports of the economies of
the individual G5 countries in relation to the total exports of the G5 group
of countries, the following results were obtained. It should be noted that
Serbia constantly had the largest share of exports compared to other G5
countries, and it amounted to about 50% for the period between 2008 and
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2017. Serbia had the largest share of exports in 2013, followed by Bosnia
and Herzegovina, Macedonia, Albania, and Montenegro.

At the level of the country, there is a significant positive correla-
tion between the competitiveness of the economy of Serbia and in-
ward/outward FDI stock (r = 0.97, p <0.0001). A negative correlation is
observed between the outward FDI stock and the competitiveness of the
economy of Bosnia and Herzegovina (r = -0.84, p = 0.0020). In addition,
a moderate correlation was observed between input and output FDI flows
in Montenegro, while a negative correlation was observed between in-
ward and outward FDI stocks and the competitiveness of the Albanian
economy. In addition, based on the results, we conclude that there is a
statistically significant positive correlation between foreign direct invest-
ment and economic competitiveness for Serbia and for Montenegro,
while this correlation is negative for Albania and Bosnia and Herze-
govina. Almost identical results were obtained using Spearman’s rank
correlation coefficient. The only difference is in the level of significance
for FDI Outflow in Montenegro, which is at Spearman’s level of 0.05.

The results of the paper can be useful to the economic policy-
makers of the observed countries in terms of better understanding and ex-
ploiting the potential of foreign direct investment to improve the competi-
tiveness of their economies. In addition, the obtained results can be used
for some future analyses that would cover the period between 2018 and
the present, as certain changes have taken place in the field of methodol-
ogy for assessing global competitiveness and the COVID-19 crisis.

It is important to emphasise that economic policy-makers must
give priority to improving the essential factors of competitiveness in the
coming period. In order to improve the competitiveness of an economy, it
is necessary to determine the priority directions of the activities of com-
petent state bodies. One way to improve the level of competitiveness is to
improve the innovation of enterprises and entrepreneurship through more
intensive technological development and the improvement of the overall
level of knowledge. Parallel to the realisation of these goals, it is neces-
sary to work on improving the general factors of competitiveness such as
the macroeconomic environment, the quality of legislation, the quality of
economic policy, and the rule of law in order to create an adequate busi-
ness environment.
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KAKO CTPAHE JUPEKTHE UHBECTULHHUJE YTUYY
HA HAIIMOHAJIHY KOHKYPEHTHOCT:
CJIYYAJ 3EMAJBbA 3AITATHOI" BAJIKAHA

Mapko Janahkosuh', Mapuja Ilerposuh-Panhenosuh?
!Akanemuja cTpykoBHEX cTyauja Jyxua Cpouja, Bucoka mocioBHa mkona,
Jleckomam, Cpbuja
2yuusepsuter y Humry, Exonomcku daxynrer, Hum Cp6uja

Pe3ume

IIpobnematrka yrBphuBama oxHOCa M3Mel)y CTpaHWX JUPEKTHUX MHBECTUIHMjA U
HallMOHAHE KOHKYPEHTHOCTH IIOCTaje CBE 3HA4YajHHja y CaBPEMEHHM YCIOBHMa
yclienl YNCHUIIE 12 je ca jadareM Ipolieca riodanu3alnje CBeTCKe PUBpe e HALIHO-
HaJIHA KOHKYPEHTHOCTH ITOCTaJa INIaBHA TeMa y aKaJeMCKUM M IIUPHM, jaBHUM KpYy-
TOBHMa, aJIi U 300T TOra INTO CTpaHe JAUPEKTHE WHBECTHUIIHje C IPaBOM JaHac HOce
eMUTET Pa3BojHOT (hakTopa caBpeMeHe riobanu3oBane ekoHomuje. [loausame HHUBOA
HAI[MOHAHE KOHKYPEHTHOCTH He IPEACTaB/ba caMo M3a30B, Beh M ClIoXkeH 3a/1aTak ca
KOJUM Ce CyO4YaBajy KpeaTopy €KOHOMCKE MOJIUTHKE CBUX 3eMasba. IIpeny3umarmem
CTpaHUX JMPEKTHHX WHBECTHIMja, HHOCTPAHH WHBECTHTOPH JIOHOCE MaKeT pecypca
KOjH MOTY 3HauajHO JONPHHETH yHampelhemwy KOHKYPEHTCKHX MephOopMaHCH 3eMJbe
nomahuHa, ITO ce HOCEOHO OHOCH Ha 3eMJbE y Pa3BOjy M 3eMJbE y TPAH3ULIHjH.

V3BpIIeHO HCTpaXKMBabe yTUIIja CTPAHUX IMPEKTHUX MHBECTHIMja HA KOHKY-
PEHTHOCT mpuBpesa 3eMasba 3anagHor bankana (Andanuja, bocna u XepueroBusa,
Makenonuja, L{pua I'opa, u Cpbuja) y nepuony usmehy 2008. u 2017. rogune npyxa


http://teme2.junis.ni.ac.rs/public/journals/1/previousissues/teme2-2014/%0bteme%202-2014-02.pdf
http://teme2.junis.ni.ac.rs/public/journals/1/previousissues/teme2-2014/%0bteme%202-2014-02.pdf
https://doi.org/10.1371/journal.pone.0280843
https://poslovnestudije.com/godina-xi-broj-21-22/
https://doi.org/10.5937/skolbiz2-20968
http://dx.doi.org/https%3A/doi.org/10.31268/StudiaBAS.2018.16
https://doi.org/10.26417/ejms.v1i2.p164-173

148 M. Janac¢kovi¢, M. Petrovi¢-Randelovic¢

OCHOBY 32 JIOHOLIEHE clefehnx 3ak/byyaka: MPUMEHOM METOoJa KOpelaluoHe aHa -
3e yTBpl)eHa je MO3UTHBHA Be3a y HOrJiey CTaTUCTUYKE 3Ha4ajHOCTH u3Mely AupeKT-
HUX CTpaHUX WHBECTHIMja U KOHKYpeHTHOCTH npuBpena Cpouje u Llpue [ope, 10k je
HeraTHBHA Be3a YCTAHOBJbeHA y cinydajy Anbanuje u bocHe u Xepuerosune; u CANU
n3nasuu TokoBu, CAU yna3zuu croxosu u C/IU n3na3Hu CTOKOBH OCTBapyjy 3HaudajaH
yTHIaj Ha KOHKypeHTHOCT npuspena Lipue I'ope n CpOuje mepeno ydemheM y muxo-
BOM YKYITHOM H3BO3Y.

Nmajyhu y Bugy nobujene pesynrate HCTpaXkHBama, U y3uMajyhu y o003up dnme-
HHILY Ja Be3a u3Mel)y CTpaHHX JUPEKTHUX MHBECTHLIUja U KOHKYPEHTHOCTH MPUBpea
3eMasba perruoHa 3anmagHor bankaHa jomn yBek HHje TOBOJBHO MCIHMTAaHA, OBO HCTpa-
JKUBambE je TOKyIIaj 1a ce eIMMUHMIIC Taj HEOCTATaK y PACIIOIOKUBOj EMIIUPH]jCKO]
JUTEpaTypH, ajy ¥ MOKyIIaj Ja ce YKake Ha 3Hauaj KOjH MPABHIHO KOHIUITHPaHa I10-
JIMTHKA IpeMa CTPaHNM JUPEKTHUM MHBECTHIMjaMa MOXE UMaTH y YCMEepaBamby HH-
XOBOT IOTEHIIHjajla y CBPXe MM0U3amha HUBOA HAI[OHAIHE KOHKYPEHTHOCTH U yOp3a-
HOT pa3Boja NPHUBpeJIa 3eMaJba PETHOHA.



