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Foreign Direct Investment
and Investment Development Path.
The Case of Visegrad Countries

Grzegorz Tchorek™

The main aim of the article is to describe shortly the role of FDI in economic transformation
and increasing export capabilities of the Visegrad countries. In the first part potential benefits
of FDI are described, and in the second one conditionality of gaining profits from FDI pres-
ence is outlined. The third part is dedicated to analysing the relation between the FDI inflow
and the ability to export FDI using the concept of Investment Development Path. In the fourth
part, data and facts related to inward and outward FDI of the Visegrad countries are recalled.
The main message from the article is that attracting FDI cannot be the goal in itself. It should
serve to improve export and innovation capabilities of a local economy. It also demands
a smart policy dedicated to attracting “good quality” investment. Potential benefits brought
about by the FDI presence and access to related knowledge and technology depend on absorp-
tion capacity. Increased absorption capability of an economy, namely improved quality of
production factors, enhances opportunities for capital export and presence in foreign markets
in the form of FDL
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Bezposrednie Inwestycje Zagraniczne a Inwestycyjna Sciezka Rozwoju.
Przypadek krajow grupy Wyszehradzkiej

Glownym celem artykutu jest przedstawienie roli BIZ w transformacji gospodarczej i pod-
niesieniu zdolnosci eksportowych gospodarek paristw grupy Wyszehradzkiej. W pierwszej czesci
opisano mozliwe korzysci z BIZ, natomiast w drugiej warunki osiggania profitow z obecnosci
inwestorow zagranicznych. Tizecia czes¢ poswiecona jest analizie relacji miedzy naptywem
BIZ i zdolnoscig do ich eksportu z wykorzystaniem koncepcji Inwestycyjnej Sciezki Rozwoju.
W czwartej czesci przedstawiono dane oraz fakty zwiqzane z naplywem i odplywem BIZ
krajow grupy Wyszehradzkiej.

Glownym przestaniem artykutu jest to, ze przycigganie inwestycji zagranicznych nie moze
byc celem samym w sobie. Powinny one stuzy¢ poprawie zdolnosci eksportowej i innowa-
cyjnej gospodarki lokalnej. Wymaga to inteligentnej polityki przyciggania inwestycji ,,dobrej
Jakosci”. Mozliwosc¢ osiggania korzysci z obecnosci BIZ, ich wiedzy, technologii i dostepu
do rynkow zalezq od cech okreslanych jako zdolnosci absorpcyjne. Zwiekszanie mozliwosci
absorpcyjnych gospodarki, oznaczajqce podniesienie jakosci czynnikow wytworczych, sprzyja
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mozliwosci eksportu kapitatu i zwiekszaniu obecnosci krajowych podmiotéw na rynkach

zagranicznych w formie BIZ.

Stowa kluczowe: eksport, bezposrednie inwestycje zagraniczne, efekty spillover.
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1. The Role of FDI
in Economic Transformation
and Convergence

FDI can be an important factor of eco-
nomic growth and convergence between
emerging and advanced economies. FDI
inflows constitute a vital feature of the
global economy and a significant aspect
of international integration of production
factors, especially for emerging markets.
This also relates to Central Eastern Euro-
pean Countries (CEECs) employed into
the “convergence machine”, mainly thanks
to the transformation and EU integration
processes. Both literature and economic
practice prove that in spite of some draw-
backs related to the FDI capital (brain
drain, stealing market as well as the condi-
tions which have to be fulfilled in order
to profit from the FDI presence), the bal-
ance of costs and benefits of such inflows is
rather positive (Bruno and Campos, 2013).
A common consensus indicates the follow-
ing direct and indirect effects of FDI.

Firstly, FDI can constitute an impor-
tant tool for macroeconomic restructuring,
a driver for increasing productivity and
competitiveness as well as an instrument
for speeding up income levels growth. It
is justified by the neoclassical as well as
endogenous growth theories. In the first
case, investment is an important driver of
growth, providing higher capital stock per
worker which is needed for economic devel-
opment. In the second case, FDI should
ensure knowledge and technology trans-
fer, which is emphasized by new growth
theories (Gammeltoft and Kokko, 2013).
Among others, Damijan et al. (2013), Bijs-
terbosch and Kolasa (2010) find empirical
evidence for the FDI influence on improv-
ing the export structure and productivity
upgrade in CEECs.

Secondly, FDI is combined with trade
flows, which constitutes an important fac-
tor of economic integration, especially in

CEECs. Growing trade between the EU
and CEECs as well its structural improve-
ment measured by technological content
were a result of a massive FDI inflow
mainly from richer EU countries (for lit-
erature review see Tchorek and Czaja,
2015). Companies with foreign investors
in all CEECs are an important part of the
so-called Global Value Chains and a source
of supply of intermediate goods used in
the production of final goods (lossifov,
2014). Trade relations, including those
enforced by Global Value Chains, can also
be an important source of spillover effects
(Hagemejer, 2015).

Thirdly, FDI inflows are more stable
than portfolio inflows, which can be impor-
tant for the exchange rate and financial
stability, especially during crisis episodes.
In terms of both financial stability and eco-
nomic growth, FDI reveals the most desir-
able properties and is termed cold money
contrary to portfolio flows, which are called
hot money (Bluedorn et al., 2013). FDI
is less susceptible to flows volatility and
the contagion effect, i.a. because tangible
assets are more “attached” to the invest-
ment country. Moreover, FDI is less sus-
ceptible to external “push” factors related
to international risk (Broto et al., 2011;
Brzozowski et al., 2014).

2. Conditional Effects of FDI Profits
for the Recipient Economy

Benefits from the FDI presence are
not automatic and depend on the FDI
inflow structure. Apart from the scale of
FDI inflows, their structure should also be
taken into account. Empirical studies sug-
gest that the composition of FDI inflows in
the EU countries could determine labour
productivity, economic competitiveness,
and the magnitude of external imbalances
(Mitra, 2011; Kinoshita, 2011). Countries
with a higher share of more volatile and
less productive FDI (especially in services —
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financial and renting sectors) can be more
susceptible to shocks, which leads to a more
volatile GDP growth. A higher share of
manufacturing should impose more R&D
activity, trade competitiveness and access
to knowledge. Investment in tradable goods
is usually made in branches that have to
deal with international competition, which
can lead to increased productivity and
operational elasticity. To a greater extent,
effects of FDI on local economy depend
on motives behind capital flows. The most
widely used classification of FDI motives
(proposed by Dunning, 1993) differentiates
the following drivers of FDI.

Firstly, resource-seeking FDI. The
main motivation for this type of FDI is to
have access to specific resources (natural
resources, raw materials, cheap labour
force) in the host economy. This type of
FDI is usually characterized by vertical
links where subsidiaries are suppliers to the
parent company.

Secondly, market-seeking FDI. The
main motivation for this type of FDI is to
direct supply of goods and services to the
host countries. This type of FDI is charac-
terized by horizontal links and subsidiaries
usually produce the same goods as the par-
ent company. Foreign investors exploit the
opportunity offered by market size, GDP
per capita and market growth.

Thirdly, efficiency-seeking FDI. This
type of FDI usually occurs in order to “take
advantage of different factor endowments,
cultures, institutional arrangements, eco-
nomic systems and policies, and market
structures by concentrating production in
a limited number of locations to supply
multiple markets” (Dunning, 1993, p. 59).
Similar to resource-seeking FDI, efficiency-
seeking FDI is usually of vertical nature.

Fourthly, strategic asset-seeking FDI.
The main motivation of such FDI is to
acquire unique assets, knowledge, technol-
ogy and build network relations in order to
increase competitive advantage. The rela-
tion between a subsidiary and the parent
company can be vertical or horizontal.

Benefits are usually lower for coun-
tries which are the target of resource- and
market-seeking investment as Gorg et al.
(2009) showed based on Hungarian firm-
level data. Moreover, the main advantages
of the FDI presence, namely spillover
effects, are limited by many conditions
and depend on the economy’s absorptive

capacity. From the theoretical point of
view, the main source of profits from the
FDI presence should be an access of local
companies to international markets, new
trends and technologies as well as manage-
ment techniques. They are connected to
transfer of knowledge and its diffusion to
the local economy (Hanousek et al., 2009).
Evidence based on empirical research indi-
cates that real effects of the FDI presence
are dependent on the ability to acquire and
use knowledge thanks to the interaction
with foreign firms. Moreover, the lack of
spillovers or even negative effects may also
occur (Gersl et al., 2007).

The following factors are usually defined
as critical factors of absorptive capacity.

Human capital gap can be a very impor-
tant factor of the knowledge accumula-
tion absorption ability. Borensztein et al.
(1999) suggest that in order to benefit
from the FDI presence, countries must
have a basic level of human capital able
to accumulate and use intangible assets.
High-skilled workers, including foreigners
with network relations, can be an impor-
tant mechanism of knowledge and skills
transfer from abroad!. Moreover, a higher
level of human capital should lead to more
productive FDI than domestic investment
only when the host country has a minimum
threshold stock of human capital (Alfaro,
2015).

Institutional factors may play an impor-
tant role in attracting FDI and spur trans-
fer of knowledge to the local economy.
Jude and Levieuge (2015) confirmed ear-
lier hypotheses that institutional environ-
ment may affect the quantity and quality of
FDI inflow and influence capital accumula-
tion. The benefits from the FDI presence
may be determined by institutional factors
which influence the quality of interaction
between foreign and local agents as well
provide favourable conditions for local
companies. Literature mentions the follow-
ing factors: rule of law, political stability,
low level of corruption, respect for own-
ership rights and economic freedom (Ali
et al., 2010). Inefficient institutions which
curb competition, freedom of choice and
increase barriers to economic activity may
cause higher transaction costs and greater
uncertainty, which discourages investment.
Excessive regulation may decrease benefits
from FDI because it hampers reallocation
of resources (deters agglomeration effects),
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which can lead to limited spillover effects.
Moreover, low quality of institutions may
influence the mode of FDI favouring merg-
ers and acquisitions, which has weaker
growth effects. Institutional factors, which
also restrict employment regulations, can
be an important factor of labour mobility
as a medium of knowledge transmission.

Local innovation systems and clusters
may attract FDI and create an environ-
ment for fruitful cooperation between for-
eign and local firms. An important role in
knowledge transfer can be played by the
local environment. The ability to build local
networks for knowledge transfer through
clusters, innovation systems and coop-
eration with foreign investors constitutes
a condition for profits from the FDI pres-
ence. Girma et al. (2015) point out that
benefits from learning-by-doing and imita-
tion effects can be greater when local firms
have a close relationship with transnational
companies and adequate resources to
absorb knowledge. Regional development
theories indicate that spillover effects can
be triggered by local innovation systems or
clusters based on concentration and coop-
eration among firms, local authorities and
R&D centres (Yehoue, 2009).

Financial market development may
influence the ability to gain profits from
FDI. Research confirms that countries
with more developed and better regulated
financial markets can gain more from
FDI and achieve higher economic growth
rates (Alfaro et al., 2004). Better access
to financing can be important for incom-
ing foreign investors as a complementary
source of funding. On the other hand,
sophisticated financial markets may spur
local entrepreneurship, finance investment,
allow for hiring new managers and skilled
labour as well as encourage transfer of
technology from foreign investors. It means
that the financial market development may
also influence the capacity for knowledge
spillovers from the FDI presence.

Fagerberg et al. (2010) provide a much
longer list of complex factors decisive for
absorptive capacity such as social condi-
tions (trust and tolerance), quality of gov-
ernance (corruption, law and order), pro-
duction quality (international standards,
lean production, just in time), openness to
trade and ability to innovate.

3. Investment Development Path

Economic literature related to factors
affecting economic growth is mainly con-
centrated on a country’s attractiveness
for FDI inflows (Gammeltoft and Kokko,
2013). Meanwhile, the long-term competi-
tive position of a given country as well its
ability to gain proper position in the global
labour and value division are also deter-
mined by the ability to:

e attract FDI of “good quality” (in terms
of sectoral and financing structure),

e internalize knowledge from the FDI
presence, which can be a result of the
quality of FDI as well as the quality of
local resources,

* internationalization of its activity thro-
ugh outward FDI.

The traditional Investment Development
Path assumes direct relations between the
GDP per capita development and the net
FDI position. The concept which combines
the evolution of a country’s FDI position in
terms of inward Foreign Direct Investment
(IFDI) and outward Foreign Direct Invest-
ment (OFDI) and its level of development
is the Investment Development Path (IDP).
According to this approach, there is a long-
term relation between the level of develop-
ment and the country’s net investment posi-
tion (NIP) defined as a difference between
its outward and inward direct investment
stock. The evolution of the country’s posi-
tion, accompanied by increasing GDP per
capita, is a result of firms’ ability to accu-
mulate assets and engage in outward direct
investment.

In practice, internationalization proc-
esses through OFDI are demanding in
terms of resources and experience. From
the new trade theory point of view, firms
are heterogeneous in terms of productiv-
ity and only “the happy few” of them can
use FDI as an internationalization strat-
egy (Mayer and Ottaviano, 2007). Such
an approach indicates that the ability to
make OFDI can be seen as a competitive
advantage which firms use to expand their
activity.

Dunning launched the concept of IDP in
the 1980s, expressing the role of the inter-
action between inward and outward FDI
and its links with the economic develop-
ment of a country (Dunning, 1993; see also
Daszkiewicz and Wach, 2013). It is divided
into four stages — see Figure 1.
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Figure 1. Investment Development Path
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In stage one, which relates mainly to the
least developed countries, FDI inflows, and
especially outflows, are minor or even non-
existent because of the lack of competitive
advantage of a country and many economic
and institutional weaknesses.

In stage two, FDI inflows increase as
a result of improving location advantages
and growing attractiveness of resources
(resource-seeking FDI) and low- and
medium-tech industries. Due to the FDI
inflow, NIP usually worsens. During this
phase, knowledge transfer from incoming
FDI is possible, leading to upgrading own-
ership advantages of local companies and
stimulating FDI outflows.

Stage three can be called intermediate
because the NIP position is usually also
negative but FDI outflows can be higher
than inflows because of growing competi-
tiveness of local companies. This inter-
mediate stage shows an increase in the
economy’s income per capita, an accel-
eration of industrialization and a bigger
specialization of demand oriented towards
superior quality products. Competition in
the domestic market rises as the owner-
ship advantages of inward investors diffuse
through the local industry. As a result,
domestic firms start developing their own
advantages.

In stage four, the net FDI position turns
positive as the FDI outflow surpasses the
FDI inflow, with a growing quality of both
of them. In stage five, which is character-
istic of the most developed countries, the

net FDI position, although fluctuating, is
close to zero.

4. Foreign Direct Investment
in the Visegrad Countries

The Visegrad countries have become
a very popular destination of FDI usually
from the EU neighbourhood countries
since the mid 1990s — see Figure 2. This
“strategic” inflow was fuelled by many dif-
ferent factors including a close geographical
distance, low labour costs and prices and an
increasing quality of labour forces, a huge
market growth potential and expected EU
membership (Schiffler et al., 2015). Initial
and spurring factors were also privatiza-
tion processes accompanied by trade and
economic liberalization. FDI influenced
the economic and trade structure of the
Visegrad countries, increasing the role
of industry, importance of intra-industry
trade, level of export diversification and
also had positive impact on domestic com-
panies’ profitability (Rutkowski, 2006).

Attractiveness of the whole CEE region
is confirmed by the fact that about two
thirds of the total capital inflow before 2006
was in the form of FDI. From the point of
view of enterprises, the main motivation
for the EU multinational companies was
related to efficiency-seeking and market-
seeking motives. As documented in Kolasa
and Bijsterbosch (2010) and Damijan et
al. (2013), FDI presence was an important
channel of improving productivity, real

Wydziat Zarzadzania UW  DOI 10.7172/1733-9758.2016.22.16

205



90¢

729 {(22) 9107/ AL 1 vipngs

Figure 2. FDI inflow to the Visegrad countries
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GDP growth and convergence. FDI was
also an important channel of the inclusion
of the Visegrad countries into Global Value
Chains (GVC) through trade, increasing its
diversification and sophistication (Tchorek
and Czaja, 2015).

In relative terms (measured as a % of
GDP), Hungary was the leading country as
a recipient of FDI, followed by Czechia and
Slovakia. Due to its size, Poland received
lower FDI as a fraction of its GDP. Nev-
ertheless, Poland was the leading country
(also thanks to its size) in attracting FDI
in absolute terms. Attractiveness of the
Polish economy has been increased suc-
cessfully since the beginning of the 1990s,
when the share of FDI directed to Poland
constituted about 20% of the total inflow
to the Visegrad group. In the years 2013-
2015, it was more than 40% of total FDI
inflow.

For all analysed countries, some thresh-
old in FDI inflow coincides with joining
the EU. As a subcontractor to the “bazaar
economy” (Germany) and other important
EU economies (France, Italy, the Nether-
lands), the Visegrad countries host FDI
which was directed mainly to the industry,
improving its competitiveness, while invest-

ment in the financial sector and other serv-
ices also usually played a positive role.
Boudier-Bensebaa (2008) indicates
(based on data till 2006) that the net FDI
position places Czechia, Hungary, Poland
and Slovakia in stage one or two of the IDP,
while the EU-15 countries can be catego-
rized within stages four and five. Gorynia,
Nowak and Wolniak (2010), who analysed
the IDP for six CEE countries (the Viseg-
rad countries plus Bulgaria and Romania),
classified V4 as stage two, while two latter
as stage one. They also mentioned the spe-
cial case of Poland, which, despite being
the least developed among V4, appeared to
be closest to the point of transition to stage
three. Klich (2014), based on the net FDI
position data ending in 2012, noticed that
Poland, the Czechia and Slovakia advanced
to stage three, while Hungary gained its
position a little earlier — see figure 3.
Observing the Net FDI position among
the analysed countries in the Figure 2, it
seems that because of its improvement (the
difference between outward and inward is
decreasing) Czechia, Hungary and Slova-
kia moved to the stage three of IDP2. This
observation might be somewhat misleading
because during the recent years the Net

Figure 3. Inward and outward stocks and net position of FDI in millions of USD
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position improves mainly due to an FDI
inflow decrease rather than an OFDI out-
flow. OFDI has risen in all countries after
joining the EU and in recent years (except
Slovakia) but its magnitude is still small in
comparison to more advanced economies
and too small to influence general competi-
tiveness of the country.

5. OFDI in the Visegrad countries

Contrary to the IDP assumption, high
attractiveness for FDI inflows does not
always mean good prospects for OFDI.
Slovakia experienced a lot of incoming
FDI measured as a share of GDP and
GDP per capita, much more than Poland,
but it failed to benefit from the FDI pres-
ence to build home-based capacity and
competitiveness among local companies.
To some extent, it is a result of an insuf-
ficient number of small and medium-sized
enterprises, only a few national companies
able to export capital and the fact that state
institutions gave more priority to promot-
ing export rather than OFDI. This can con-
firm that the direct relationship between
IFDI and OFDI assumed in the IDP theory
may not always exists. The key issue can
be the ability to absorb knowledge embod-
ied in FDI and create own capabilities to
compete internationally through big local
companies.

The ability to export FDI from a given
country can have at least two sources.
The first one is foreign capital which uses
a country’s advantages as a base to expand
its activity. It means that inward FDI is

Figure 4. “Indirect” Direct Investment

a source of outward FDI, which is moti-
vated by the MINC strategy and decisions
(through GVC or regulatory arbitrage) and
generate “capital-in-transit” flows. Bene-
fits from such FDI presence can appear
through spillover effects (illustrated in the
Figure 4) but they can be minor, because
the main motivation for inward and out-
ward FDI may not support direct intercon-
nections between foreign and local com-
panies.

The second source of FDI export, which
works rather in the medium and long term,
is based on local resources and companies’
ability to expand their activity abroad.
This process is more profitable for the
host economy and companies but is also
conditional and depends on absorptive
capacity of the local economy. The ability
to export FDI should be preceded by the
transfer of knowledge from incoming FDI,
spillover effect existence and acquisition of
important competences by companies — see
Figure 5.

The ability to expand activity through
FDI can be a measure of international
competitiveness of local companies. Inter-
nationalization can be a synonym of local
firms’ stage of development where they
expand their activities gradually — see
Figure 6. Initially, firms start with export,
then are ready for international coopera-
tion (e.g. offshoring) and, as a final stage,
they are able to establish their own entities
abroad. The phase of companies’ devel-
opment influences the country’s competi-
tiveness and the level of income. In order
to allow firms to develop, they should be

FDI inflows

Determined by many interrelated factors:

level of economic development and structure

« quality and costs of production factors (e.g. natural
recourses, human capital, technological endowment)

+ institutional and business environment

nancial and trade openness, competitive advantages

windirect” Foreign
Direct Investment
based on foreign capabilities

« capital ,in transit” flows

FDI outflows
« motivated at Multinational Corporation level
+ international relations (GVC, networks),

Source: own compilation.
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Figure 5. “Real” Foreign Direct Investment
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stimulated to grow and expand their activ-
ity abroad because this spurs their com-
petitiveness, gives access to new markets,
resources and networks. Growing GDP
per capita enforces more attention which
should be paid to OFDI as an indicator of
global competitiveness.

Figure 6. Stages of internationalization

International
Cooperation

Size of the company/experience

Modes of entry

Source: own compilation based on Johanson and
Vahle (1990).

Although Polish OFDI is very limited
in international comparisons, Polish com-
panies are important foreign investors
among CEECs. Poland is the largest OFDI
investor among the analysed countries in
absolute terms, but OFDI as a 6% share
of GDP ranks it behind Hungary (30%)
and Czechia (10%) — see figure 7. This is
a result of the country size, openness to
IFDI as well as the transformation path on

which Hungary was the first country experi-
encing a huge FDI capital inflow and a sub-
sequent outflow. The smallest FDI outflow
can be seen in the case of Slovakia.

An important source of OFDI is for-
eign-owned capital. The good position of
Hungary (and to some extent the Czechia
and Poland) is also an outcome of the phe-
nomenon called “indirect” outward direct
investment because the main source of
their investment are foreign-owned com-
panies. The problem with evaluating OFDI
properly in the analysed countries is the
fact that a growing share of OFDI from
Hungary, the Czechia and Poland consti-
tutes “capital in transit”. This is a result
of tax optimization and favourable legal
framework seeking foreign-owned and
national companies, which is confirmed by
an important role of such recipients of the
FDI capital as Cyprus, the Netherlands,
Luxembourg, Switzerland.

The main motives for OFDI from
CEECs are related to market-seeking
incentives. CEE countries are still at the
early stage of internationalization moti-
vated by market size and growth as well
geographical distance. This is confirmed
by a cross- country analysis of the ana-
lyzed CEECs based on Amadeus data
(Cantner et al., 2013; Hassan et al., 2015).
Kowalewski and Radlo (2013) examined
motives for Polish OFDI at the company
level and confirmed that these are mar-
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Figure 7. Outward FDI in the Visegrad countries as a % of GDP
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ket-seeking and resource-seeking motives,
which is characteristic for the earlier
stages of internationalization. Gorynia et
al. (2013) conducted an analysis based on
ten deeply explored OFDI case studies of
Polish firms and noticed that their motives
are in line with Dunning’s assumption
and are mainly driven by market-seeking
motives and that the prevailing mode was
acquisition. What is surprising, strate-
gic assets and efficiency-seeking motives,
which are typical for mature multinational
companies, also played an important role.
The key obstacle for expansion was the lack
of funds, managerial skills and previous
experience on Polish and foreign markets.
An inadequate innovativeness level was
indicated rarely.

CEEC: follow a gradual internationali-
zation model. Geographical proximity and
market-seeking motives can be explained
be the theory called the “Uppsala model”.
According to it, the internationalization
process is sequential and depends on com-
panies’ age, size and experience, which is
positively correlated with the ability to go
abroad, starting with indirect export, turn-
ing to direct export, outsourcing and FDI.
It also means that companies starting their
international activity in the nearest neigh-
bourhood spread with accumulated knowl-
edge and resources. This is in line with the
new trade theory assumptions.

Poland Slovakia

Companies from CEECs also seek bet-
ter regulation abroad. Hassan et al. (2015)
conducted interesting research examin-
ing the role of host countries’ economic
institutional factors which affect an OFDI
decision by companies from the CEE
countries which joined the EU in 2004 and
2007. Based on the firm-level data on 951
greenfield investment projects from 1995
to 2010, they confirmed that firms from
10 CEE countries prefer destinations with
better institutional environments than
those in their home countries. The analysis
confirms the significance of the following
factors as triggers of investment location:
high property rights protection, freedom
from corruption, low bureaucratic burdens,
high financial freedom, which means better
access to finance, monetary freedom used
as a proxy of macroeconomic stability and
a low tax burden.

The old EU countries remain a source of
legal and institutional quality. The effects
of those factors are stronger in the case of
OFDI flows to EU-15 than to other CEE
countries. On the one hand, this can reflect
the insufficient level of economic institu-
tional development in the CEE countries,
and transaction cost and investment uncer-
tainty reduction seeking motives, on the
other. The authors also confirmed the role
of traditional location factors such as mar-
ket growth and geographical distance.
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6. Conclusions

FDI may constitute an important factor
for increasing income convergence between
rich and poor countries. Nonetheless, the
ability to gain profits from FDI presence
depends on many circumstances related
mainly to the quality of production factors
of the host country. This is also demanding
for policy makers who should try to shape
the FDI structure.

Incoming FDI and the ability to learn
from its presence as well as increased qual-
ity of local resources and capabilities to
improve export capacity should help to
change the FDI position from import FDI
to export them. It is a long-term, sequen-
tial process which demands fulfilling many
conditions. One of them is building finan-
cial capital, entrepreneurship and unique
resources of local companies. It is feasible
to do in cooperation and coexistence with
foreign investors, which should spur spillo-
ver effects.

According to the investment develop-
ment path hypothesis, GNP per capita
depends not only on FDI inflows, but pri-
marily on the ability to generate own FDI
abroad. Achieving high absorptive capacity
level allows for benefitting from the pres-
ence of FDI and building competitiveness
and innovation of national entities. They
need to search for markets, resources and
technology outside their own country due
to the fact that the potential to benefit
from the inflow of FDI is subject to cer-
tain restrictions. The presence of domestic
companies in foreign markets is an impor-
tant condition for the development of and
access to knowledge and innovation inter-
nationally.

Based on the literature review and
raw data, we can claim that the Visegrad
countries generally used the opportunity
arising from the FDI presence and now
they are moving to stage three of Invest-
ment Development Path. It confirms their
increasing international competitiveness.
Inward and outward FDI position differs
slightly between analysed countries but
the EU integration unified the investment
path. Due to specific features related to the
size of the country and enterprises and the
structure of FDI inflow, Slovakia seems to
be a laggard in terms of the ability of inter-
nationalization in the form of FDI.

Footnotes

I Cantner et al. (2013) indicate the important role
of the skilled labour force availability as a factor
determining OFDI decisions.

2 Examining Investment Development Path for
Poland, Ciesielska (2014) and Klysik-Ury-
szek (2013) indicate that the Polish economy
is moving from stage two to stage three. It
is a result of a much more intensive pace of
outward FDI than FDI inflow, especially after
2004 and during the financial crisis.
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