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Anotation

The article through the raised aim overviews treessment of the impact of foreign direct investm@ntithuania’s competitiveness. In order to
identify the factors which attract and repel FDLithuania and to assess the impact of FDI on tmepetitiveness of Lithuania the expert survey was
conducted and 11 different investors from variargifjn countries who have established their busiimekithuania have answered the questionnaire.
Empirical research has revealed that the positiveact make the following factors in attracting RDILithuania: the most important factor was
talented and skilled (mean value 4.36) and workteel experience (mean value 4.09) amahgur force factorsThe highest mean value ¢altural
factorsgroup scored the following factors: open to fongigs (mean value 4.45), motivated (mean value 4fd)tolerant (mean value 4). Foreign
investors ranked aihfrastructure factorsmore or less the same: flight connections to majatd capitals (mean value 3.64) and trade cornorest
(mean value 3.82). Foreign investors ranked pdigibi production growth (mean value 4.18) and éovgalary in Lithuania (mean value 4) as the
most important amongconomic factorsForeign investors rankdaisiness environment factaedatively similar however possibility for innovarns
(mean value 4.27) is prevailing in this sub groog astands out as a factor which makes a positipadaton the country’s competitiveness.

The least important factors which repel FDI to Ligimia the experts ranked the following. The leasgtdrtant was education of potential employees
amonglabour force factorsvhere university graduates scored mean value E@Eign investors were least interested in thigiogl (mean value
2.55) of potential employees amoagitural factors Infrastructure factoravere not the priority for foreign investors inrattting FDI to Lithuania.
Moreover, financial incentives from Government (mealue 2.36) were ranked as the least importamngrBconomic factorsLess bureaucracy
(mean value 3.18) was ranked as the least impoaamngBusiness environmeffdctors Based on the results of expert recommendatioas th
suggestions how to attract more FDI to Lithuania arovided at the end of the article: be visibled &nown worldwide, expansion of investor's
search geography, diversification of sectors foegiment, flexible work relationships, educatiosteyn cooperation with investors, encouragement
of Lithuanian communities, decrease of bureaucriaejtation of current investors to share good eigree.

KEY WORDS: foreign direct investment; country’'s competitivesg Lithuania, attractive factors of FDI; impact BDI on Lithuania’'s
competitiveness.

management of FDI becomes easier and more convenien
due to liberalization of regulations. The main alijees
Foreign direct investment (further FDI) is recogmiz Of investment incentives are the creation of newkng
and associated with the phenomenon that bringsthyeal places, attraction of innovations and technologysfer.
growth and new opportunities to the host countfpl F However, Governments should not only promote
provides the host country with numerous benefithsaas  incentives but also establish efficient monitoring
sources of new technologies, management skills angkocedures to mitigate the risks
strong impetus to economic development, creates The scientific level of the researchFDI and its
spillovers of technology, contributes to the int@n impact on the country’s competitiveness have been a
into international trade and assists in creation aof widely studied topic in recent researches howekieret
competitive business environment. All these factorsare still questions concerning the real effectEbf. The
contribute to higher economic growth, which is thest  scientific studies regarding FDI can be classifi&d the
powerful tool for combating poverty. FDI also may following areas:

Introduction

improve environmental and social conditions in Hwost e the debates whether the impact of FDI on a
country by transferring advanced technologies and country is only beneficial were conducted by
creating socially responsible corporate policies Keller and Yeaple (2003), Haskel et al. (2007),
UNCTAD states in “World Investment Report 2014”ttha Gorg and Strobl (2001), Lipsey (2002), Epstein
global FDI flows could rise to $1.75 trillion in 26 and (1999), Han X. Vo (2004),
$1.85 trillion in 2016. The report declares that growth e the impact of FDI has been researched by Moran
will be driven by the investments in developed exoies (2014), Kinda (2014), Nicolini and Resmini
due to the spread of their economic recovery. Hanev (2010), Javorcik (2014), Blanc-Brude et al
the risks associated with regional market conflicts (2014);
unfavorable policies could slow down FDI flows. e the concept of FDI has been studied by Navickas
Competitive  enterprises drive a  country's (2008), Hajzler (2014), Milner (2014) however
competitiveness. Regardless of globalization, sdien scientific literature lacks of a universal concept
literature emphasizes the role of each nation withie of the examined phenomenon;

local environment where enterprises function. The

Vadyba=Journal of Management,Vol. 28, No. 1 2016, 15-24.



Daiva MeEnaite, Rita Remeikiea

e overviewed literature provides with the factors The impact of FDI on human capital significantly
which attract the FDI, Dunning (1988) “Oli depends on the government policies and effortdttach
paradigm”, Campos (2003), Hornberger et alFDI into the country. Governments seek to attrebt, F
(2011); which would enable knowledge spillovers, bring

e the national competitiveness has been researchégchnology innovations and improve job related
by Anastassopoulos (2007), Green (2012)gducation. Individuals, who are employed by MNE
Pazienza (2014); subsidiaries, can benefit from enhanced on-the-job

Lithuanian scientists have also researched FDiraining and learning. Such benefits can have oad

phenomenon. Valodkiene and Snieska (2012§ffects as labor moves to other firrand spreads their
emphasized, that national competitiveness can bghowledge. Investment in education is one of thestmo
increased through innovations with the help of FDLimportant aspects of creating an enabling envirarirfex
Kuliaviene and Solnyskiniene (2014) stated that s  FDI.

a significant impact on the country’s increasedfavel In order to use the human capital spillovers at a
The existing scientific studies lack of researchdsch ~ maximum level, it is paramount to reach a certairel of
would focus on the impact of FDI on the competitiges education and trainings in order to attract FDI aad

of the country through the factors which attraad aspel  benefit fully from the presence of the foreign eptise.
FDI. Domestic economic development and competition withi

The problem of the scientific researchThe impact the local market can be increased and assistechdy t
of FDI can be both positive and negative therefoiie  presence of foreign enterprises leading to higher
essential to assess the case of Lithuania formglatie  productivity, lower prices and more efficient akidion of
problem: what is the impact of FDI on Lithuania’s resources. On the other hand, competition can be

competitiveness? damaged due to the entry of MNEs through increased
The object of the article: The impact of FDI on levels of concentration in host-country markets.

Lithuania’s competitiveness through the interactioh According to Barrios et al., (2004), FDI can be

FDI components and the most or least attractivéofac positive for local firm's expansion and that posti

for the investment. externalities are more likely to occur when thegdaris

The aim of article: To assess the factors which effectthe amount of capital transferred through FDI ahed t
FDI attraction to Lithuania and their interactioittwthe  greater is the efficiency of local firms. Localrfis need

level of Lithuania’s competitiveness. to adapt to new competitors since FDI represents a
In order to answer the raised aim the followingsasere  greater competition factor than imports due to fawor
formulated: market size limitation.
1) to analyse the theoretical aspects of FDI impact Positive influence of spillover effects are disatm
on the country‘s competitiveness; the scientific literature of Keller and Yeaple (&) and

2) to define the methodology of empirical researchHaskel et al. (2007), Gorg and Strobl (2001) angsey
for the impact of FDI on country's (2002). Host economies benefit from FDI through the
competitiveness; spread of good practices and technologies, subeeque

3) To assess the impact of FDI on Lithuania‘sspillovers to domestic businesses. Foreign investme
competitiveness through the interaction of FDImay help to reduce poverty and improve social
and the most or least attractive factors for theconditions. Training prevents people from moving to

investment. local competitors. FDI spreads knowledge and soperi
The methods of the research systematic literature technology “spill over” to domestic firms, assigfithem
analysis, comparative analysis, expert survey. in improving their efficiency and productivity. “HD
inflows create a potential for spillovers of knoddg to
The positive and negative impact of FDI on the local labor force, at the_ same time as the host
country's competitiveness: theoretical coun_try‘s level of human capital deterr_nmes how muc
background FDI it can attract and whether local firms are atie

absorb the potential spillover benefits” (Blomstra@md
OECD enumerates quite a comprehensive list oKokko 2003).

positive impact on a host country competitivenessctv FDI introduces local Governments, local businesses

includes but is not limited to advanced trade andnd citizens to the new management techniquesndssi

investment, technology transfers, human capitapractices, economic concepts, and technology thit w

enhancement, robust competition within local markethelp them develop the competitiveness of local

social and environmental benefits. businesses and industries. Empirical researchdeated
The empirical evidence on the impact of FDI on athat MNEs do more training to technical workers and

host country’s competitiveness differs among themanagers than local firms do according to Gérglet a

countries. However, it is stated consensually thate is  (2007).

a broader impact of FDI other than only on impantsl FDI is primarily a flow of technological and

exports. Developing countries certainly benefinfréDl  organizational know-how knowledge. FDI also brings

due to FDI contribution in integrating the host eemy  access to information, the culture of advanced etark

to the global economy and increasing exports andharket institutions.

imports. Trade and investment are increasingly

recognized as mutually reinforcing channels forssro

border activities.
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Table 1.Positive impact of FDI
(source: compiled by the authors)

Author Country The impact | FDI Variables examined
year and of FDI evalua-tion
duration identi-fied | method
Benacek Central Inflows of Surveys, Labor costs in the hos
etall, and FDI have statistical country relative to the
2000 Eastern improved analysis. investor country,
Europe the overall labor costs in the host
1989-1998 | growth country relative to
potential other potential host
of the countries, GDP, skill
economies. level of the workforce,
trade barriers,
transaction costs
or positive
externalities of the
country, countrywide
risk and its exposure
to an institutional
failure, agglomeration
affects, private
ownership, degree of
economies of scale,
extent to which
intangible assets are
important within a
given
industry, capital
intensity of
production, special
incentives.
Zhang, China Increased IC index to | Assessment of 21
2014 2005-2010 | industrial measure manufacturing sectors,
performan | multidime for 31 regions in six
ce. nsional years.
industrial
performan
ce.
Kinoshita | 25 Positive Regression| Annual growth rate of
and countries impact on | analysis GDP per capita, initial
Campos, in competitiv | and GDP per capita,
2003 transition eness and | estimation | enroliment ratio in
1990-1998 | growth. method. primary education,
government
consumption as a
percentage of GDP,
population, FDI,
percentage of
domestic investment
in GDP.
Balasubra | 46 Increase Statistical GDP, employment,
manyam, developing | competitiv | data exports, domestic and
1996 countries eness. analysis. foreign capital stocks.
1970-1985
Krifa- 33 Favorable Fixed FDI inflows in
Schneid, developing | business effect percentage of GDP fo
2010 countries conditions | model and | country, Gross
1996-2008 | are a dynamic | national income per
significantl | panel capita, Growth rate of
y and model GDP in percentage,
positively using the Ratio of exports and
associated | Arellano- imports to GDP, The
with FDI Bond GDP deflator.
inflows. GMM
estimator.
Igbal et Pakistan Positive Descriptiv. | GDP, FDI, Openness
all, 2014 1983 to impact to e statistics, | of trade.
2012 GDP and correlation
labor force | model.
developme
nt.
Chen, Rwanda Increased Statistical Employment rate,
Geiger and employme | data GDP.
and Fu, Ethiopia nt. overview.
2015 2008-2014

economy. The newly constructed object will hiredbc
employees and will utilize some local materials and
services. This will create even more jobs and new
businesses. New businesses will create more nesy job
and local people will have more money to spend and
local economy operate to the fullest.

Markusen (1990) stated that once a firm decides to
invest in a country, it could act as a promotiorother
potential investors reinforcing investment attraetiess,
signaling about micro and macro-economic stability
within the country and creating the country’s
competitiveness among neighboring countries. Saiesk
and Simkunaite (2009) explored the impact of
infrastructure on countries development and found
positive correlation between infrastructure andwghoin
the host country.

Most empirical studies conclude that FDI provide
positive results and contribute to both factor maitbity
and income growth in host countries. However, FDI
seems to have smaller effect in less developedosias.
Developing countries must achieve a certain leviel o
development of education, technology, infrastruetand
health before being able to benefit from a foreign
presence in their markets. Imperfect and underdeeel
financial markets, weak financial intermediationtshi
domestic enterprises much harder than it does
multinational enterprises (MNEs) so the host countr
must be prepared before attracting the investmants
order to benefit fully from them.

Table 1 provides the summary of scientific studies
which have revealed positive impact of FDI on tlesth
countries. The performed studies are collected imith
different time frame which shows that the questibéthe
impact of FDI was raised quite long time ago. The
selected cases are important since each contdfasedi
number of observed host countries in distinct
geographical locations, where the countries hafferdnt
level of economic development.

The cases are performed from different statistical
perspective as distinct methods have measuredheot t
same variables, however the outcome revealed thée
same, positive one

Summing up the cases listed in Table 1,
conclusion can be drawn that in various countrighin
different time frame positive impact of FDI was
identified measuring different variables througtwiale
range of statistical methods. Common benefit of FDI
noticed within the countries was increased
competitiveness and increased GDP.

Scientific literature discusses not only positivet b
also negative effects of FDI. The competition ok
with local producers on their product market islezl
competition effect. Some researchers have found
evidence of crowding competition effect through ebhi
multinationals may force domestic firms to exit the
market. As Markusen and Venables (1999) point ibnet,

the

Higher salary is another advantage that FDI bring§egyt comes from the high degree of similarityviesin
along. MNEs have often been found to pay higheresag |ocal and multinational firms, and it is not easy t
than domestic firms for similar job positions (L&ys

2002). If a new factory is created in a host coyntris
obvious that labor force will be hired to perforrailg
activities. New working places will burst local rkat

together with foreign money being pushed into th&nent py subsidies and tax breaks can lead to sutzsta
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imagine circumstances which would permit to survive
both counterparties.

According to numerous literatures (Lipsey 2002,
Epstein, 1999, Han X.Vo, 2004), effort to attracteast-
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reduction of government revenues but also a way dtructure, depending on the strength and respaistbe
acquiring a certain control, both economical antitipal, local firms. The benefits of FDI in such cases wilt be

in the host country. Major control taken over omatggic  significant, on the contrary, can prove to be eisand
local assets through FDI can expose local coumtrthé  the host economy in its current state of economic
threat of security and independence. The governioest development will not able to take advantage of FDI.
of tax payments, when the profits are repatriatethe = Summarizing Table 2 could be concluded, that FOI wi
investors’ home country is another drawback of Fible  bring less beneficial or even negative impact oa th
lack of positive ties with local communities caneconomies with weaker initial conditions. Weak
potentially create a harmful environment especiatly economies with less attractive conditions will expece
heavy industries, social disruptions in less dgwetb smaller inflows of FDI, and those foreign firms dikely
countries, and the effects on competition in nation to use technologies which are less developed and
markets. The summary of negative impact of FDI incontribute only marginally to the development o€db
scientific literature is provided in Table 2. labor force skills

Table 2 Negative impact of FDI

_ Methodology for Expert survey
(Source: compiled by the authors)

Statistical data analysis cannot ensure the full
Authory | Countryand | Theimpact | FDI Variables coverage of the topic therefore one more methogemtx
ear researched of FDI evaluation examined .. included h h. Tkel
timeframe identified method opinion survey was included to the research. Thelte
Han X. | The US, Negative Direct Capital, of experts’ questionnaire complemented to the
Vo, 1980-1990 | effectifno | income effect| management,|  ggsessment of FDI on Lithuania’s competitivenesse T
2004 appropriate by Euler's labor, . e e . . .
conditions in | theorem. material expert survey using individual questionnaire was
g:)eu:tﬁsfs input. presented to experts in order to disclose theiniops
econo?;y. and identify the factors which attracted the inmestt to
Epstein, | Various cases| Host Literature Overview of Lithuania and as an outcome to determine the frasrlew
1999 ;"i;m"es overview | conducted how to attract more FDI to Lithuania.
become The expert is a person who has certain experience
ggﬁegg:gi)%” and knowledge. One common criterion was appliedewhi
capital selecting the group of experts. The experts hdzktable
— Sobi“tyl- — — to resolve the raised problem in an effective aglthiole
Isarci urkey - nemployme 'ynamic , - H H
liaret | 2007 nt did nof panel data unemployme way (Rudzkiene et al., 2009). The main requ_lreml’zchtS
all, 2014 decrease. analysis. nt rate. the experts were competence and experience In the
Figio | The US Lowerper | Econometric | Wages, local researched area. Rudzkiene et al. (2009) provige th
and (South capita analysis. budget, . .
Blonige | Caroline) government employment, relationship between the number of experts and the
n 1999 | 1980-1995 | budgets. manufacturin trustworthiness of the results, see Fig. 1.
g industry, Trustworthi f th It
annual wage, rustworthiness of the results
deflated by —
the consumer L
price index. ©
Lipsey, Various cases| Trade links | Literature Wage, 75% 10
2002 reduce the overview. productivity 8
freedomfof spillovers. 50% 1S
action of a =
country’s " % g
government e T
domestically, = The number of experts
the larger oy o o R VR R R S S S YR R - R S
productivity 0123 456 7 8 9 1011 121314 1516 17 18 19 20 21 22 23 24
gap, the
smaller wage
spillover. ; :
Arbat | 46 countries, | Depends on | Econometric | Real GOP, Fig. 1. The number of experts a_nd trustworthiness of the
2011 1990 to 2009 | the host analysis Inflation, results (SOUI’CGZ Rudzkiene et al. 2009)
country Export to
conditions. Sx'ﬁﬁ;r?;a' In order to receive accurate and precise evaluation
rate, from the experts, the estimated number of selected
Sgﬁt‘fg:f’r?sk experts has to be methodologically correct. The arfe
Markuse | Single Sales of Shephard's | Domestic, the research is FDI in Lithuania therefore the oaste. nts
Candm domestic zrms reduce | lemma, fortTignz?mdI of the survey were selected based on the investment
ernal economy ue to econometric multinational o H H H H
es, 1007 competition | analysis. firms, price origin countries and size of the project in orctgrma_ke
effect and index, the research more complete and to provide witredsfit
leads to exit. girf‘f’g:‘ecr:ﬂaﬂo point of views of the investors. The top leadersthu
n, profit. established companies through foreign direct imaest

were chosen for survey. Their qualification, expece,

Moreover, internationally operating enterprises carexpertise and knowledge allow qualifying them as

impact the loss of political sovereignty in hostuntry

experts. According to Rudzkiene et al. (2009, p)202

and the dependence of local authorities on foreigstarting with the number of experts from 9 to 1@ ap,

investors. FDI can create a more monopolistic itrgus
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the trustworthiness of experts’ evaluation is grgvhot  Lithuania, to disclose any negative experiencetaglavith
so significantly, see Fig. 1. foreign investment and finally provide with the gagtions

Rudzkiene et al. (2009) recommends that thdwow to attract more FDI to Lithuania. The total rto@mof
optimum number of experts is 10 therefore the d@tis expert survey participants was 11. The recommemdébr
was made to receive at least 10 completed quesiiGasn expert survey is to get 10 respondents thereferadmber of
from the top leaders of established companies ithe experts who have participated, exceed the
Lithuania through FDI. recommendations.

The structure of the expert survey. The expert survey The respondents were chosen according to thedraitd
was conducted in two months, October and Novembeposition within foreign establishment, the aim wias
2015 by distributing the questionnaires to the espeia  contact the directors and top leaders of the compan
electronic email or scheduling a phone call arlihdlin  because they were the subject matter experts and we
the questionnaires life. The questionnaire was az@g of able to answer the expert survey questions thelzesd
five parts based on the results of scientific ditere  on their experience, knowledge and expertise with:
review. The questions were closed ended and theeass particular company. 11 experts from 10 different
were set in Likert Scale. The respondents hadtottee countries replied to the survey such as Belgiumn&gh
importance of the factors in the scale from 1 whizdans India, Ireland, Israel, Italy, Lebanon, Norway, Bias the
strongly disagree or least important, to 5 whichange U.S. Two experts answered from the U.S. and this
strongly agree or very important. represent the huge size of the country’s market and

The first part of the expert survey was dedicated tsignificant number of established companies inuathia.
the origin country and the name of FDI project inAs results show, Lithuania could potentially focums
Lithuania. The second and third parts were dedicéde attracting more foreign investors from other moisgidct
the core questions of the research allowing idgntifthe  geographical locations, such as South America.
factors which attract FDI to Lithuania and how FDI  The limitations of expert survey. It was very difficult to
impacted the competitiveness of Lithuania. Thehfgart  get in touch with the directors and the top leadéfereign
was devoted to find out if the respondents hav capital establishments in Lithuania. The top mamege are
undergone through any negative experience. Andatfte always busy and have tight working schedule, thezef
part was composed for future improvements in otder getting in touch with them was really challengMgthin two
attract more FDI to Lithuania. The chosen structofe months more than 70 the most famous foreign capital
qguestionnaire brought the clarity to the essencéhef establishments in the entire world who have theinthes in
researched topic and answers of the experts allowiLithuania were contacted by e-mail or phone. Twmgof
easier to analyze and summarize the results. the contacts (e-mail and phone number) for thertapagers

The evaluation of expert survey results. The  of foreign capital branches were searched in dolailaternet
evaluation of expert survey results is based on thdatabases. However, it has been noticed that ggetbthe
assumption that the answers will be anonymous amoiplayer is, the more known the brand is, the ledngiito
the experts. Therefore, assessing the agreememgamcanswer the questionnaire is and the less willingebinto
the experts Kendall's coefficient of concordancdl i  contact at all. No reply was received from the sesients to
used. Kendall's W ranges from 0 to 1 (0 <W<1), wh@er the majority of the e-mails sent, some respondamsered
means no agreement and 1 means complete agreerrthat they would not provide such information. Thegjarity of
(Rudzkiene et al., 2009). When Kendall's W is bigge the phone calls resulted in the reply that thecttiras busy or
than 0,6, the experts’ opinion is said to be in erate is out of the country and cannot pick up the ph&essible
accordance (Pukenas, 2009). Cronbach’'s alptjustification for such behavior is the strict coefintial rules
coefficient is used to assess the internal congigte and security standards set for such companies.
reliability of questionnaire scores with the follimg The significance of this research is the possibiiit
meansa > 0.9 — excellent; 0.9 2> 0.8 — good; 0.8 »  present to wide audience the facts, numbers andefg
> 0.7 — acceptable; 0.7¢> 0.6 — questionable; 0.6>>  which are not easily available for the public e¥eough
0.5 — poor; 0.5 = — unacceptable. the topic of the research is actual and widely wised

The data of expert survey results are processed aamong various layers of the society. Once the contas
analyzed using SPSS (Statistical Package for thléalSo established, the conversation was performed inethre
Sciences), software package used for statisticalysis languages: English, Italian and Lithuanian. The egkp
where average means of answers, Kendall's W arsurvey was completed in two different ways: by ehmia
Cronbach’s alpha were calculated. MS Excel was useon the phone in order to respect the experts’ ttghe

for graphical analysis of data. schedule, perform quick and efficient survey andhtike
the experts feel comfortable.

The determination of factors which attract/do In order to estimate reliability of the survey,

not attract FDI through expert survey Cronbach’s Alpha needs to be calculated. Requeesditr

should be at least 0.70 or higher in order to have
The survey was performed among experts, includieg t acceptable results.

top management of investment projects and direetstors. The result of Cronbach’s Alpha for expert survey
The survey and the answers were distributed afettad in  calculated is 0.783 which shows a credibility ok th
two months from October to November, 2015. Expaneyy  Survey and acceptable internal consistency of the
was conducted in order to identify the factors Whittract or ~ questions.
do not attract FDI to Lithuania based on realditamples, to Kendal's W coefficient of concordance was used to
find out the impact of FDI on the competitiveness oassess the agreement between the respondentsosee ¢
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the result to 1, means the respondents were unasimo
Kendal's W is statistically significant when p = 0<05.
Kendal's W coefficient was calculated for each eliént
group of questions, see Table 3.

Table 3.Kendal's W for each questions group

labor force factors, cultural factors, infrastruetdiactors,
economic factors, business environment. However p
value for each sub group was p = < 0.05, whichnaea
that the results are statistically significant.

The mean value, average ranking for labor force
factors reveals, that the most important factor was

Factors Kendall's) P Observation talented and skilled, mean value 4.36 and worktedla
W value . .
Workforce 0178 0.004 Experts’ opinions were experience, mean value 4_.09. _The least importatibifa
factors <0.05 different, however for the experts was university graduates, expressed
statistically reliable through mean value 2.91, see Fig. 2.
Cultural factors 0,326 0.006 Experts’ opinions were
<0.05 moderately similar and
statistically reliable 6
Infrastructure 0.008 0.003 Experts’ opinions were
factors <0.05 different, however 4
statistically reliable
Economic 0.434 0.001 Experts’ opinions were 2
factors <0.05 moderately similar and
statistically reliable 0
Business 0,142 0.002 Experts’ opinions were Lahar force factars
environment <0.05 different, however OTallented and skilled
statistically reliable @ University graduates
Competitivenesy 0,184 0.003| Experts’ opinions were O Knowledge of at least two foreign languages
levels <0.05 different, however O Age (young potential employees)
statistically reliable B Work related eperience
ﬁ‘g?%?jg‘gﬁjﬁr 0231 <06?8§ Ex(ﬁffsfe,?t‘?'ﬁc',‘jcjvgf ¢ Fig. 2. The most/least attractive Labor force factors
statistically reliable for FDI in Lithuania

Expert opinions were quite different for each gradp
qguestions, as Kendall's W coefficient of concordanc
reveals. Different opinions can be expressed due -
distinct background of the foreign investors, déeer
origin country, multiple investment areas and ollera
different expectations and needs set by the foreig
investors. However, the experts were the most umauns
answering the questions about economic and cultur
factors in Lithuania, as seen from Table 3. Conalgd
can be noted, that those categories are commor
regarded among multinational investors.

The first part of the questionnaire provided basic
information about the investment, origin countrydahe
name of the investment. The aim of the researchtwas
get in touch with the directors of as more diverse
investments in terms of origin country and the mew
provided as possible in order to portray the morn
comprehensive picture of the investment landscape
Lithuania.

In order to identify the most important factors @i
attracted FDI to Lithuania, experts were askedvaduate
them in a scale from 1 — which is not importantste-
which is very important. The analysis of the resulias
performed the following: factors which accumulatibe
ranking 2.5 and less, were treated as not imporiactors
which accumulated 2.5 — 3.5, were treated as mtedgra
important; factors which totaled to 3.5 — 4.5, weeated
as important, factors which accrued 4.5 and moerew
treated as very important. This is the startinmtpfor the
factors which are considered to be important ang ve
important for the experts is considered 3.5 and up.

The second part was dedicated to the determinafion
the factors which were the most and least important
the investors while choosing Lithuania as a destina
country for their investments, see Table 3. Kersd&V
coefficient was calculated for each group of sutides.
Kendal's W coefficient shows that the respondernts d
not agree among themselves about the importance

20

The research reveals that foreign investors arst lea
interested in education g@iotential employees and search
those employees who have work related experiende an
are talented and skilled, see Fig. 2.

The highest mean value in cultural factors group
scored the following factors: open to foreignersgam
value 4.45, motivated, mean value 4.27, and toteran
mean value 4. Foreign investors were least intedest
the religion of potential employees among cultural
factors, mean value 255, see Fig. 3.

0
Cultural factors
O Motivated B Open to foreigners
O Tolerant O Less corrupted

M Religious (Catholic)

Fig. 3. The most/least attractive Cultural factors for
FDI in Lithuania

The results of expert survey reveal that foreign
investors do not consider religion of potential émgpes
among most attractive factors, instead openness to
foreigners is prevailing in this sub group, see Big

Infrastructure in Lithuania appeared to be not agnon
the priority factor in attracting FDI to Lithuania
according to expert survey results, see Fig. 4. All
infrastructure factors were ranked relatively thms.

of
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3,9
3,8
3,7
3,6
3,5

Infrastructure factors

O Developed roads

M Flight connections to major world capitals
O Trade connections

[ Fast wireless internet connection

H Neighbouring countries

Fig. 4. The most/least attractive Infrastructure factors fo
FDI in Lithuania

Foreign investors ranked all infrastructure factors
more or less the same, the lowest mean value 2164 1
flight connections to major world capitals and tiggest
mean value 3.82 for trade connections, see Fig. 4.

Possibility of productivity growth is the leader in
economic factor sub group, see Fig. 5.

Economic factors

O Lower salary in Lithuania

B Market size

O Lower profit tax rate

O Financial incentives from Government
B Possibility of productivity growth

Fig. 5. The most/least attractive Economic factors for
FDI in Lithuania

Foreign investors ranked possibility of production
growth as the most important among economic fagctor
mean value 4.18, and lower salary in Lithuania, mea
value 4. What is more, financial incentives from
Government were ranked as least important, meareval
2.36, see Fig. 5.

Business environment is important for the foreigr
investors. They ranked possibility for innovaticess the
most important in this sub group, mean value 4ahd
less bureaucracy was ranked as least importantn me
value 3.18, see Fig. 6.

Business environment factors

O Length to set up business

M Flexible work relationships

O Less bureaucracy

O Easier expansion and diversification of services
B Possibility for innovations

Fig. 6. The most/least attractive Business environment
factors for FDI in Lithuania
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Foreign investors ranked business environment facto
relatively similar, as seen from Fig. 6. However
innovations are prevailing in this sub group.

The third part evaluated the impact of FDI on the
competitiveness of Lithuania, see Fig. 7.

4,5 4,2

4

3,5
Impact of FDI on Lithuania's

competitiveness

O Increased competitiveness as a nation
B Increased competitiveness of industies

O Increased competitiveness of companies

O Increased competitiveness of employees

Fig. 7. The impact of FDI on Lithuania’s competitiveness

Kendal's W concordance coefficient for this sub
group was 0.184 which means that the respondedts di
not agree among themselves about the reply. Hovwtbeer
result is statistically significant, since p vaisg = 0.003
< 0.05.

What is more, all respondents ranked these fae®rs
important, meaning that the competitiveness of uathia
due to FDI increased within all levels: nation (oty),
industries, companies (the highest mean value m su
group 4.36) and employees (the lowest mean valgeabn
group 3.82). All experts believe that FDI drivese th
competitiveness on Lithuania, as shown in Fig. @ an
creates value added within all four levels of
competitiveness.

The fourth part revealed if any negative experience
was encountered during foreign investment peridie T
situation of the investment climate in Lithuaniaultbbe
improved as 5 out of 11 investors have gone through
negative experience within foreign investment pebreee
Fig. 8.

O5; 45%

B 6; 55%

O Negative experience B Positive experience

Fig. 8. Negative experience with FDI in Lithuania

The experts have mentioned bureaucracy, strict work
relationships, miscommunication among Government
institutions and tax system as challenges in Lithaa
which resulted in negative experience within inuesnt
period, as expressed in Fig. 8. These areas for
improvement will be addressed in conclusions and
recommendations part.

The fifth part presented the suggestions how tacitt
more FDI to Lithuania, improve investment climate i
order to eliminate possible negative investors’ezignce
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and become the country of FDI destinations. Kesddl' least attractive factors for FDhé elimination of the least
concordance coefficient for this part was 0.231 clwhi important factors could be a solution since theegetg
means the respondents were not unanimous in ratithkéng ranked them as not attractive for FDI. As a rethdise
suggestions, however the results are statisticallfactors attract less FDI and the competitiveness of
significant as p = 0.005 < 0.05. Moreover, all thelLithuania decreases. Experts also disclosed thet mos
respondents ranked this part the highest pointening  attractive factors which determined FDI to Lithuaras a

as important and very important because they belibat  result the competitiveness of Lithuania increaskse

all actions are meaningful in order to attract FDhe following actions are recommended in order to attra
highest rank was dedicated to invite current inmssto  more FDI to Lithuania:

share good experience, mean value 4.82, the lanesh Be visible and known worldwide through
value was dedicated to greater attention to regamds international media sources because the creation of
smaller towns, mean value 3.36. Fig. 9 presents thgositive image and sound declaration about proper
suggestions how to attract more FDI to Lithuania. destination for FDI will result in numerous foreign
investors coming to Lithuania.

Expansion of investor's search geography
maintaining good relationships withotential business
partners will allow providing business opporturstieo
totally new investors.

Diversification of sectors for investmentwill allow
the Government of Lithuania to plan and forecagt th
areas where FDI is more needed and where the benefi
could be executed at the maximum level.

Suggestions how to attract more FDI to Lithuania FIexibIe WOI'k relationships thl’OUgh the
B 8e more visible and known worldwide liberalization of labor code will allow foreign iegtors to
B Expand the investors search geography ) )
e s I E = S manage the work flow during the seasons and diitere
éﬁgfyﬁif:iiﬁ?; gf,;Egt,?E;o;' E;g;ﬁg';g;t periods of the day and allowing the employee tongete
DEd?:rceati::lsy:t:’:lrcc::pe;ao‘;‘i;rﬁusith investors ﬂeXIble Vacat|0n tlme as We”
T e Education system cooperation with investors
Elnvieaentines 0 o Shere saodeapenens Skills was the most important factor for currentestors,

informing education institution about the needs of
Fig. 9. Suggestions how to attract more FDI to employer_ will fulfill the necessary Iabo_r force gapd
Lithuania people will have already acquired job skills.
Encouragement of Lithuanian communities
A conclusion from Fig. 9 can be drawn, that the@broad to sprea_d the_ information_ about the b_usiness
experts reassured and confirmed that Lithuaniaiharo ~ CPPOrtunities in Lithuania and contribute to theaattion
all what it takes to attract more FDI since ithie engine  Of foreign capital to home country.

which drives the competitiveness of the countryeTh ~ Decrease  of  bureaucracy through the
suggestions were evaluated positively and this idmplementation of clear institutions and servicesver

expressed by the average of ratings, high meareaflu for foreign investors will allow foreign investors

each suggestion functioning easier in a new country.
Invitation of current investors to share good
Conclusions and recommendations experience.Once the evidence of successseen from

current investors, the new potential investors vid

Summarising it could be concluded that the impaat t InSpired of impressive successful examples and get
FDI brings, depends on many factors, includingrtiives mte_rested in new b_usmess opportunities to tranfeir
of the investor, the reasons why the host county the ~ PuSiness to Lithuania.
foreign investor are looking for the possibilities mutual
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