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ABSTRACT

We evaluate the impact of the crises on FDI and differences between selected transition and western economies regarding their policies and attitudes towards FDI. This paper is based on a survey with institutional respondents from 19 countries (national/regional FDI promotion agencies). The main theoretical predictions of the impact of the crises on FDI are confirmed, although there are differences in terms of types of countries. Transition economies have been affected more than industrial countries, but remain more optimistic about the current and future role of FDI’s in general and its influence on competitiveness. Transition economies put more weight on FDI as source of new capital which can partly be explained by present credit crunch. Optimism regarding FDI of transition economies is partly a result of fewer experiences with FDI and/or wrong perceptions about potential benefits and costs. Main effects of the crises on FDI was reduced inflow of fresh capital, less reinvesting and increased transfer of profits abroad. There were few disinvestments but twice as much in transition economies.  However transition economies are more afraid of increasing dependence on foreign suppliers and of reduced competition as a result of FDI. They also look differently the importance of technology gap which is seen as a problem in transition economies but not in western countries. Surprisingly, transition economies rate import of modern technology as 3 times less important as western respondents. Transition economies also underestimate the role of FDI in enhancing competition and improving management as both are among relevant problems of their economies. The investment promotion agencies have a completely different set of excelling factors and problems in transition economies in comparison to their western counterpart, although promotion of FDI is in both groups of countries regarded as important. But the types of policy approaches differ. Incentives work better in more developed countries while in less developed economic fundamentals are relatively more important. Transition economies also see FDI as a relatively more important instrument for enhancing competitiveness than Western countries. Emphasis in policies attracting FDI should also be different with more emphasis to be given to the implementation of policies which is compared to setting the policies frequently underestimated in general. One of the crises related implications is the need to concentrate more on sustainable FDI in the future and to tailor the approach for each group’s specific needs. One way to enhance sustainability is to make existing FDI stay and broadens and upgrades their activities (in terms of value chain and greening of their activities) in the country.
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1. Introduction
Permanently changing environment, particularly tectonic changes in the world, the reduction of tariffs, globalization and making tariff jumping FDI less attractive, all introduce changes in relative importance of different forms of international economic cooperation.  Many policy makers, general public and last but not least, investors, have started having second thoughts about FDI. Economic nationalism initiated more restrictive attitudes regarding FDI although less than initially expected.  Some foreign investors froze their previous plans for reinvestments, some even disinvested. The latter can be explained as the flow of profits from FDI back to home economies, having negative effect on the balance of payments in host countries. Nevertheless, FDI is still salient, although some may see FDI as less relevant, as one among the possible culprits of the crises. 

There are some novelties in otherwise vast literature on FDI and its developmental role brought about by the crises.  The objective of this paper is to see what has the effect of the crises on FDI been as perceived by respondents in selected transition and industrial countries. We examine whether their views differ and how they see the role of FDI in strengthening the competitiveness in the future, that is after the crises. The central objective is to identify differences between these two groups of countries and finally propose some guidelines for future FDI promotion policy on such basis. 
This analysis rests on our survey among people working in the foreign investment promoting sector (mainly in investment promoting agencies) in wider European region. The survey was undertaken by the Slovenian Business and Research Association in Brussels and consisted of 16 questions that were mailed to 620 addresses in 34 countries, including all EU member countries with the addition of Western Balkans and Turkey. We received 44 responses in total, from 19 different countries, with responses from more than one institution for some countries. They were further grouped into transition countries (with Turkey
), consisting of Croatia, Czech Republic, Hungary, Romania, Serbia, Slovenia and Turkey on one hand, and western countries made of Austria, Belgium, Denmark, Finland, France, Italy, Luxemburg, Netherlands, Spain, Sweden, Switzerland and United Kingdom on the other hand. Representativeness is lower in some cases, as not all respondents answered all the questions.

2. The importance of FDI
The literature on the role of FDI in development of host countries is far from offering uniform conclusions. Nevertheless, studies mostly claim that FDI can have positive impacts on the competitiveness and development of the host economies. “One percent increases in the growth in the inward stock FDI result in 0.01 percent growth of GDP in OECD countries in the period 1980-2004.” (Ghosh and Wang, 2009:12). There is less agreement on the spillover effects of FDI.  They much depend on the policies of host countries and their absorptive capacity. Those with high absorptive capacity are more likely to benefit (see Blomström and Kokko, 1998 and Damijan et all 2003).  
Such general results have also been confirmed by regionally oriented studies of FDI in CESEE (Central, Eastern and Southeast Europe) by Fidrmuc and Reiner stating that “FDI in the CESEE region are positively related to industrial production and thus economic growth” (Fidrmuc and Reiner, 2011: 79). Damijan and Rojec (2007) also showed that FDI has contributed to the catching up in CESEE countries and so did Leiko and Bojnec (2011). FDI have also prevailingly positive effects on efficiency increase, on productivity (Benaček and Visek, 2000, Rojec et al., 2001; Djankov and Hoekman, 1999; Konings, 1999, Zemplinerova and Benaček, 1997). They also can contribute to export promotion (Rojec et al., 2001; Zemplinerova and Benaček, 1997). 
 FDI functions as any other investment, OECD (2006) reports  “expands an economy’s productive capacity, drives job creation and income growth, and in the case of international investment, is a conduit for the local diffusion of technological and enterprise expertise and spurs domestic investment, including through the creation of local supplier linkages. Such benefits can act as a powerful force for development and poverty eradication” (OECD 2006; 7). Bank of international settlement report also found “cross country evidence that equity flows, especially FDI, are beneficial for growth because they diversify risk abroad and are often linked with a transfer of a valuable expertise” (BIS 2009). 

This potential positive effects are not unconditional but are to a large extent policy dependent. Also the spillover effects, considered as one of the most important consequences of FDI, depend to some extent on the absorptive possibilities of local firms. Damijan et al. (2003) show that the firms with high absorptive capacity are likely to benefit. The absorptive capacity depends, inter alia, also on the technological gap which separates the more developed countries of FDI origin with the less developed host economies. Therefore, “the positive effects of FDI tend to increase with the level of local capability and competition”, as demonstrated by Blomström and Kokko (1998).

Our survey confirms such general conclusions about the role of FDI. Most of the respondents see it as a highly important instrument for enhancing competitiveness (70%) although there are differences in attitudes between transition and more developed Western countries. Figure 1 shows that transition economies see FDI somehow more important than Western respondents. Very few see FDI as not important or marginally important. 
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Figure 1. How important has FDI been for your country/region competitiveness

Source: Survey

All respondents are optimistic about the future role of FDI; those claiming that FDI will have a reasonably or very important role in enhancing competitiveness in the future increased by almost 10 percentage points (in comparison with the role now). Nobody said that FDI will not be important in the future (see Figure 2).
Differences among views on FDI by groups of countries increase when looking at the future role of FDI in enhancing competitiveness (Figure 2). Transition economies tend to put higher weights on expectations of FDI as a competitiveness instrument while Western ones tend to be more realistic, taking FDI as one, but not the only instrument of competitiveness.

[image: image2.emf]
Figure 2 How important do you expect FDI to be for your country/region’s competitiveness in the future?

Source: Survey.

The differences in opinions in Figures 1 and 2 may reflect better knowledge and more realistic expectations about the development role of FDI in industrial countries and lack of knowledge and experiences with FDI in transition economies. Transition economies optimism regarding the future role of FDI in enhancing competitiveness (almost 80% claim that FDI are to be very important for competitiveness in the future compared to app. 50% in case of western respondents) is also confirmed by Von Hagen and Siedschlag (2008). They claim that “academic debate on capital inflows into CESEE tends to be less sceptical of possible negative effects than it was in other emerging regions. This is partly because a relatively large share of capital inflows was FDI, which are seen as less volatile and more beneficial for economic development than other short term capital flows” (Abiad, Leigh and Mody, 2009).

We assume that the difference would have been even more accentuated if the survey was done before the crises since the crises revealed some of the negative implications of too high reliance on FDI. However negative effects of too much reliance on foreign credits were worse. 
The perceived more important role of FDI in transition countries could be also a consequence of still existing capital, technology and know-how  gaps in the transition countries, which can be bridged with foreign investments. In addition, credit crunch hit transition economies much more since many relied heavily on credits during their privatisation/transition stages, were enthusiastic and full of optimism. Later leveraged management buy outs (MBOs) added the last nail in the coffin of many over indebted firms.

Our study looked also at the role of the effect of FDI on competitiveness. Spearman’s correlation of answers reveals a significant strong positive correlation of 0.66 between importance of FDI for competitiveness in the present time (figure 1) and in the future (figure 2). Although enhancing competition on the local market and through that, competitiveness, is not among major drivers of FDI attraction our survey looked also in the role of competition, which is usually not evaluated in details by studies on FDI. It would be expected that the role of improved competition and management performance as a consequence of FDI would have more weight in transition economies, but the results have not confirmed this. Among the main benefits of FDI respondents indicate new jobs, inflow of capital, new technology and only on the fourth place improved competition. Issue of competition, not only policy but also its implementation, is obviously underestimated in general. 

Enhancing competition is particularly relevant in transition economies which  is reflected in more weight they put to the role of competition than western economies do (39% vis a vis 27%; see Svetličič 2012; table 1). The precondition for positive FDI effects is therefore undisrupted competition on the local market. Otherwise there is a danger that domestic monopolies may be substituted by foreign ones.
3. FDI and the crisis
A lot has been written on FDI and growth, less on FDI and the crises. Most of the empirical studies looking at the impact of the crises on MNEs have been based on the comparison between operations of affiliates of MNEs and domestic firms from host countries perspective. Their conclusions have not demonstrated totally unanimous results. Nevertheless there is an agreements that FDI is relatively resilient (sunk costs) to the crises. It could mean that firms with foreign operations can behave differently during the crises compared to domestic firms, that multinationality matters. According to Varum et al. (2011), the question arises whether MNEs contribute to the severity of the crises or otherwise allow the mitigation of some of the worst effects. Multinationals can either help to alleviate the crises’ effects, owing to their ownership advantages and their subsequent superior performance, or add to macroeconomic instability due to the easiness with which they can transfer production facilities from one country to another. Evidence of the 2008 crises confirms the hypothesis that FDI flows have lower volatility. According to Fidrmuc and Reiner (2011; 75), such lower volatility of stock values of FDI in CESEE was also “less visible than for exports and industrial production”. FDI has also demonstrated lower vulnerability to sudden shifts in economic activity compared to portfolio and other financial flows. 

The effects can be neutral, meaning that there is no difference between foreign and domestic firms during the crises (see Varum et al.2011, p. 48 and 49). Paradoxically, inward FDI inflows may even increase during the crises in spite of short-term capital flight because asset-cheapening effects of the crisis.  These are so called “fire-sale” FDI attracted by lower prices of firms in domestic currency due to a depreciating exchange rate as well as a more liberal FDI regime which is one of a frequent by-product of a crisis. Crises deflate asset prices and therefore create buying opportunities for resource-flush investors. The other reaction may be to put more restrictions on FDI in order to prevent assumed “crowding out” of local firms effects. Such a “fire sales” response was documented at the time of the Asian financial crisis in 1997–1998 (see Hill et al, 2009: 2 and 24). It is therefore not surprising that there was, in East and South East Europe in 2010, according to Euromoney Institutional Investor Company and Internet Securities, as much as 142 billion Euros in M&A (2 times more as in 2009; Polanič, 2011: 20). 

Not infrequently, “fire-sales” of domestic firms are also a result of naïve expectations that domestic firms can survive without foreign cooperation in spite of their inability to upgrade their technology or that domestic ownership is always better than foreign, as proponents of national interest advocate. Postponing such a decision in times of good market positions of firms, when owners can still get a good price or the firms are a more equal partner in negotiating a joint venture with technologically advanced foreign partner, drove firms in a position of desperate sales at whatever price because the alternative was bankruptcy. A typical example in Slovenia is Iskraemeco firm, which together with the supervisory board, refused foreign partners at any price but was unable to upgrade its product to contemporary market demands on its own. When there was still time for choosing a foreign partner in order to help upgrading the product and technology, owners and management resisted foreign ownership. The company then faced difficulties and reduced employment substantially. Finally it was sold to a foreign partner, but not to the technologically most advanced foreign partner, simply because there was no other survival alternative. Emotions obviously cost money/jobs.
The overall  fall of FDI during the present crises 2008-2009 reduced the capabilities of firms to  invest due their reduced internal resources (falling profits) and   worse access to bank funds (higher costs). Managers also became more reluctant to invest long term due to unpredictable economic development prospects and increased risks. Obviously short term negative effects dominate but medium terms effects, both positive and negative also started to play a role (unpredictable economic prospects for instance). On the other hand cheap asset prices as a result of crises started to drive some better positioned international investors to acquire new assets abroad. It also applies to the strong push to new impulses for restructuring and changing of strategies of firms in new tectonically changing global economic landscape. 

The impact of the crises also differ substantially regarding the industries in which they operate, types of outward FDI, their motivation, and/or types of firms’ specific advantages as well as host countries performance during the crises including government anti crises programs.  Strategic assets seeking and resource seeking FDI can be the least vulnerable during the crises while market seeking much more.  Strategic FDI can be more immune to the crises since higher value activities are less affected by slowing demand. Markets seeking are on the other hand much more affected by declining purchasing power of local crises affected population. It means that the geography matters. If operations are concentrated in most hit countries operations of MNE suffer. Finally impact also depend on the strategy applied by the management of MNEs and lastly on the size of MNEs. (see also Svetličič and Jaklič, 2011). Although large firms are in a better position to be assisted by governments (too big to fail argument) many smaller MNEs have proved to survive better the crises due to their niche orientation and more proactive strategies, as hidden champions have demonstrated. (See Simon, 2010). 

Our survey largely confirms most of the above mentioned theoretical expectations. The present crisis has affected responding countries, but not as strongly as one would have expected. The results correspond with expert opinions that FDI are more resistant to crises due to high sunk costs, among other arguments. 

The most important negative effect of the crises was considered to be “no substantial new inflows of FDI”, followed by less reinvesting and more transfers of profits, as displayed in Figure 3. Very few respondents observed disinvestment of existing FDI (a bit over 10% in total), usually presented in the public as the major threat of FDI. However disinvestments happened more than two times more frequently in transition economies than western countries. One explanation is that many transition countries were hit more by the crises
 and are not getting out of it so quickly. It is important to observe, however, that western respondents see lower inflows of new FDI as more of a problem in comparison to their transition counterparts, who consider the pause of reinvesting which can be seen as outflow of profits, more of a pressing problem.   
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Figure 3. Has the present financial crisis seriously affected the influx of FDI into your country/region?

Source: Survey

In spite of considerable slowing down of FDI inflows and increased transfers of profits abroad, the present crises has not reduced the optimism regarding the general role of FDI. 
4. FDI policies/promotion 

Based on prevailing theoretical conclusion that FDI may play a positive role in development, the issue is not whether, but how to promote FDI particularly in order to make development more sustainable. What is the role of incentives compared to other factors like economic fundamentals, etc.? Finally, how can we promote sustainable FDI
  in particular, since FDI are frequently regarded as one among the “answers” to the crises, an important element of exit strategies in almost all countries, more and less developed? 

The basis for FDI promotion policy if to be effective has to be real FDI drivers. They are private motives and investors firm specific characteristics. Regardless, policy makers make frequent mistake by putting too much weight on macro, national/regional factors and underestimate firms’ specific determinants. This can be seen both on investors’ and host partners’ side. National or regional specific factors can account for only a minor part of the location pattern. Within the group of national or regional specific factors, general economic fundamentals, level of development stability, and transparency of the system are of central importance. However, they and their impact can change dynamically and depending on different combinations of location specific factors and levels of development.

Concerning the specific location decision, the structural or market factors such as market size, availability of resources/suppliers, possibilities for improving efficiency or some other strategic opportunities are important. They are based on, the general investment climate (including entrepreneurship conditions). “They all represent general framework in which specific location determinants play a role. These are systemic limitations for the range of FDI incentive measures, which are frequently overlooked” (Svetlicic, 2012, Palgrave, forthcoming).

FDI incentives are justified if correcting market failures specific to MNEs production and “capture wider benefits from externalities of production” (see UNCTAD 2003: 124, Koko and Gustavsson, 2004). As with all positive externalities, the private agents, in this case the MNE, does not include all the benefits into its cost benefit analysis. The consequence is an investment level below the one that would be socially optimal.
. 

Surprisingly our survey has not found many differences in terms of the policy factors’ relevance for FDI attraction between transition and western economies. Qualified personal is the most important factor followed by good infrastructure in all economies. 

Table 1. Which are the key reasons for FDI’s presence in your country/region (as a result of your policy instruments/measures)?

	Total
- Transition
- Western
	Strongly 
disagree
	Disagree
	Neither agree 
nor disagree
	Agree
	Strongly 
agree

	Qualified personnel  
	2%
	0%
	9%
	43%
	45%

	- Transition
	0%
	0%
	0%
	56%
	44%

	- Western
	4%
	0%
	15%
	35%
	46%

	Good infrastructure, legal and 
logistical support
	11%
	5%
	5%
	52%
	27%

	- Transition
	6%
	0%
	11%
	67%
	17%

	- Western
	15%
	8%
	0%
	42%
	35%

	Good general economic fundamentals
	5%
	2%
	16%
	77%
	0%

	- Transition
	0%
	0%
	22%
	78%
	0%

	- Western
	8%
	4%
	12%
	77%
	0%

	Information services
	2%
	5%
	20%
	52%
	20%

	- Transition
	0%
	0%
	22%
	56%
	22%

	- Western
	4%
	8%
	19%
	50%
	19%

	Financial subsidies for greenfield FDI
	9%
	25%
	14%
	43%
	9%

	- Transition
	0%
	28%
	17%
	39%
	17%

	- Western
	15%
	23%
	12%
	46%
	4%

	Fiscal incentives (such as tax holidays)
	16%
	30%
	23%
	20%
	11%

	- Transition
	0%
	22%
	39%
	28%
	11%

	- Western
	27%
	35%
	12%
	15%
	12%


Source: Survey

The only really relevant difference is that transition economies consider the role of fiscal incentives as more relevant.  Western respondent on the other hand are not considering them as completely irrelevant although as much as 62% strongly and disagree with them being key reason for the presence of FDI in heir country. More sophisticated statistical techniques (see Kunčič and Svetličič, 2011) also revealed more differences, especially in the attitudes of respondens. One group of respondents, largely from eastern countries, favoured fiscal measures and tax measures for FDI promotion much more than another, mostly from western Europe, which disliked the mentioned measures and was more concentrated on good economic fundamentals, qualified personnel and infrastructure. The most important difference in terms of policy making is in the level of implementation and consistency of policies, being considered relatively twice more important in transition economies. (see more in Svetličič, 2012).
Table 2 shows that there is almost no difference in terms of  the role of local policy influence on the sustainability of FDI which is becoming one among major policy priorities in general and perhaps particularly during the crises. All countries consider regulation and prioritizing selected regions as the most important instruments of influencing foreign investors. The only really noticeable difference is that western respondents put relatively more weight on local development objectives/plans in comparison with the transition countries and slightly less on keeping some sectors unavailable to foreigners as a nationalistic, protectionist reaction to the crises has not proved to be real policy option for our respondents.
Table 2. Are foreign investors influenced by the authorities to act sustainably and respect your country/regional interests?

	Total
- Transition
- Western
	Strongly 
disagree
	Disagree
	Neither agree 
nor disagree
	Agree
	Strongly 
agree

	Through the regulatory framework
	5%
	0%
	30%
	45%
	20%

	- Transition
	6%
	0%
	33%
	39%
	22%

	- Western
	4%
	0%
	27%
	50%
	19%

	By directing foreign investors to 
regions/countries priorities
	11%
	14%
	11%
	52%
	11%

	- Transition
	6%
	17%
	17%
	50%
	11%

	- Western
	15%
	12%
	8%
	54%
	12%

	By well developed local development 
objectives/plans
	14%
	16%
	23%
	39%
	9%

	- Transition
	6%
	17%
	50%
	22%
	6%

	- Western
	19%
	15%
	4%
	50%
	12%

	By keeping some sectors inaccessible for FDI
	20%
	41%
	27%
	9%
	2%

	- Transition
	11%
	50%
	28%
	11%
	0%

	- Western
	27%
	35%
	27%
	8%
	4%


Source: Survey

When explaining the excelling factors of IPAs in Table 3, we see, as expected, some considerable discrepancies stemming from many differences in general economic and political condition in each group of countries. Major differences are in terms of the role of legal and other advisory/logistical support, fiscal incentives and provision of information services (in that order). The largest relative difference of 36 percentage points lies in the legal and other advice/consultancy and logistical support, which is much more appreciated in transition countries. One of the reasons for this might be due to less transparency and higher changeability in their systems of FDI regulation. Therefore pre and post investment services become much more important, as well as provision of information services. Economies in transition seem to know that provision of information is among major roles of IPAs in order to overcome their weaker visibility and inherited bad “brand name” of the socialist past.

Transition economies have a considerably lower (more than 4 times) opinion on fiscal/tax incentives being one of the excelling factors. 
Table 3: Excelling factors of IPAs

	 
	Total
	Transition
	Western

	Providing one stop services
	66%
	64%
	67%

	Information services
	57%
	71%
	48%

	Legal and other advise/consultancy, 
and logistical support
	43%
	64%
	29%

	Providing qualified personnel
	31%
	29%
	33%

	Financial subsidies for greenfield FDI
	20%
	21%
	19%

	Fiscal/tax incentives
	23%
	7%
	33%

	Other
	100%
	100%
	100%

	Note: Percentages add up to more than 100% because up to 3 responses were possible. Percentages are calculated on 35 valid responses, of which 21 are from western and 14 from transition countries.


Source: Survey

This is peculiar, as our research supports the thesis that eastern countries are keener on fiscal incentives, although incentives can not compensate for weaknesses in economic and political fundamentals. They become more instrumental at similar level of development which is the case of western economies and not if there are large difference between competing countries for FDI in terms of economic fundamentals. Respondents from transition countries thus, even though that they may be keener on fiscal subsidies, have either no means of providing them through IPAs or more likely, are of the opinion that whatever level is provided is far from sufficient and thus can not be taken as one of the excelling factors.

5. Conclusions
Our survey, with the caveat of a small sample, can provide some tentative conclusions about FDI, the crisis and different responses and attitudes when comparing transition with western countries.

The crises has affected FDI in all countries, but, more those in transition. Previous theoretical conclusions that FDI are more changes/crises resistant due to high sunk and other costs related to shifting from location to location have been confirmed. It is interesting to note that the present crises has not reduced the optimism regarding the general role of FDI, as the share of those claiming that FDI will have a reasonably or very important role in enhancing competitiveness in the future increased in comparison with the role now, with nobody saying that FDI will not be important in the future. 

One of the main effects of the crisis was reduced inflows of fresh capital, secondly reduced reinvesting, increased transfer of profits abroad. We have observed very few disinvestments, but relatively more than two times more in transition economies than western countries. One explanation is that many transition countries were hit more by the crises.

The main difference between transition and Western perceptions regarding FDI’s role in increasing competitiveness is in more optimistic view of transition economies, both in the present period as well as in the future. Transition economies see FDI as more important instrument for enhancing competitiveness than Western countries. This might be contingent on their previous (in)experience with FDI, or wrong perceptions about the range of their benefits. The crises and credit crunch can partly explain why FDI is in transition economies regarded as more important source of capital and less so of technology and expertise. Western countries consider transfer of modern technology as a positive effect of FDI almost 3 times more important as transition economies. The importance of seeing FDI as capital can also be explained by the capital gap. 

Optimism of  transition economies about future trends and role of FDI is partly shared also by international projections. UNCTAD expects FDI flows to increase and in few years reach the pre crises peak. However, top destinations will not be transition economies as after the fall of the Berlin wall, but China, India, Brazil, USA and Russia. Only Poland is cited as being among the top 15 FDI destinations in the future. New EU members countries are expected to be similarly attractive as South-East Europe and CIS. (UNCTAD, 2011).  

As for the negative effects of FDI, transition countries foster stronger criticism on increased dependence on foreign suppliers and consider reduced competition relatively a much more negative factor than Western respondents. Moreover, nobody from the western respondents thinks that technology gap might be a reason for unfavourable impact of FDI, while a reasonable share of transition respondents think this to be the case. It is surprising then, that transition respondends do not seem to think that FDI is a solution for narrowing the technology gap. Almost 3 times less transition respondents believes that transfer of modern technology is a main benefit of FDI. It may be again a result of wrong perception of the potential role of FDI as mainly inflow of capital. In terms of other factors that could explain the detrimental effects of FDI, it is somehow unexpected that there is almost no difference in the importance attributed to the role of negotiating skills, although other studies and interviews do point out that they are among major problems in transition economies. Transition economies also underestimate the role of FDI in enhancing competition and improving management. The former is still a problem in transition economies, which are lagging much behind in management performance. Other studies have demonstrated that managers in foreign owned firms reacted more swiftly to the crises and that the foreign owned firms performed better (see Svetličič, Jaklič, 2011).

In spite of the frequent “race to the bottom” of investment incentives by many FDI promotion agencies, more emphasis should be put on economic fundamentals and implementation of policies. This applies particularly for transition economies, since incentives really work better in case of countries having similar level of development. It is interesting then, that there is almost no difference in terms of the weight given to the lack of consistent legal and policy environment and to the general economic fundamentals, despite problems with both in transition economies.
The survey confirmed expectations that implementation of policies is frequently more important than institutions as such. It is therefore not surprising that very high percentage of respondents claim that they have a systematic FDI policy and effective institutions working in the field but they are not all satisfied with the implementation and consistency of such policies. Implementation should be perhaps one of among major emphasis in the future.

We have not been able to find differences between transition and western countries in terms of  the role of local policies’ influence on the sustainability of FDI. Since the trade off between high growth and vulnerability is moving more in the direction of more economic security and less vulnerability, such new thinking may have an impact on the approach to FDI. Policies are shifting from concentrating on FDI contribution to growth and competitiveness to its sustainability both in terms of trying to retain existing FDI and making it more environmentally friendly. The first approach implies policy of stimulating existing investors to upgrade their activities upward the value added chain.  They can be then used as signal for attracting also new, more sustainable and “greener” FDI in the future. 
There are considerable differences in the excelling factors of investment promotion agencies and their weaknesses, when we compare answers from transition and western countries. The main relative difference in excelling factors is in terms of the role of legal and other advisory/logistical support, which is much more appreciated in transition countries, it may be due to higher changeability in their systems of FDI regulation and especially lower transparency. The  key weaknesses of IPAs, on the other hand, seem to differ a lot in all categories and imply that transition IPAs are facing completely different problems as their western counterparts, mainly with organization, poor management and financial difficulties. Simply put, transition countries have a long way to go to develop effective and successive IPAs. Organizational, staffing and financial problems do not pest western IPAs, but they do see the absence of one stop agency as a major weakness.

Thus, whatever the future direction of FDI promotion policies, be it green and/or sustainable oriented, the approach to them should be region specific. Not only are attitudes and effects of FDI different in the transition countries with respect to the western ones, there are a lot of discrepancies and differences in the excelling factors and weaknesses of IPAs, which ultimately influence and execute FDI policies. This to us suggests more region or group-of-countries specific, tailored thinking.
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� In partitioning all the answers into western and transition groups, we believe that Turkey is closer to the latter than the former cluster.


� Financial leverage coefficient increased for instance in Slovenia in the period 1995-2009 from bellow 0.8 to 1.5 (Kovač 2011:14). Additional problem was that such credits for MBOs (by definition long term obligations) were financed by short term credits.


� Fidrmuc and Mayer stated that CESEE (Central, Eastern and Southeast Europe) region was more seriously affected  than any other region worldwide, with performance being especially low when compared to other EMEs (emerging economies), notably China and India (2010). Estonia and Slovenia top the list of most affected OECD countries in 2009 in terms of the drop of growth rates. 


� There is no clear definition of sustainable FDI. We can distinguish sustainable FDI and its contribution to sustainable development. According to C. Bellak (2007; 3) sustainable FDI “as the opposite of footloose FDI (foot-hold or foot-stick op. author) FDI. Hence sustainable FDI is investment that is kept in one location, but changes the value-added activities in reaction to changes of location factors like market instabilities or changes in trade costs, etc..” . But sustainability should also lead to more “social equity, avoiding careless exploitation of  natural resources and environmental damage that will harm  later generations” (see Stopford and Strange 1991: 13; more in Svetlicic, 2012, Palgrave forthcoming). 


� Companies will typically only consider countries for investment in which; i) they have invested before, ii) their competitors have invested, iii) have major customers or suppliers, iv) appear in location attractiveness rankings, v) have positive reports in business press and media, vi) they have visited and vii) with family roots (see Loewendahl 2009: 5).
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