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Abstract 
 

Over the past three decades Central and Eastern European countries (Bulgaria, Czechia, 

Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia) have 

significantly increased the level of both trade and financial integration with Western Europe. 

This has been bolstered by accession to the Organisation for Economic Co-operation and 

Development (with the exception of Bulgaria and Romania) and the European Union. One 

consequence of the opening up of the CEE countries was the inflow of foreign capital to their 

economies, which in the early years of economic transition took the form mainly of foreign 

direct investment. FDI flowing into the CEE region was not homogeneous, as it differed, inter 

alia, in terms of the mode of entry of the foreign investor onto the domestic market. Greenfield 

investment related to the establishment of new production plants and service centres, and 

mergers and acquisitions, resulting from the sale of a majority of state-owned enterprises to 

private foreign investors, dominated. Over time, the role of reinvestment, i.e. new investment 

by multinational companies operating in CEE countries, has increased. 

Economic theory suggests that FDI affects the host economy through two main 

channels, i.e. by increasing the existing stock of physical capital as well as by enabling the 

transfer of modern knowledge and technology from foreign firms to domestic enterprises. At 

the macro level, therefore, FDI inflows could be expected to have a positive impact on economic 

growth in the host country. However, empirical studies do not allow to draw clear conclusions 

and one reason for the lack of the expected impact of foreign capital could be that much of the 

analysis is based on aggregate FDI data. This means that in general FDI is treated as a 

homogeneous economic category, while ignoring the differences between the various types of 



investments made by multinational corporations in recipient countries. Therefore, in the 

dissertation, FDI is decomposed into three types of investment (greenfield investment, 

reinvestment, mergers and acquisitions) to reflect the entry modes of foreign investor into CEE 

countries. FDI decomposition method proposed in the dissertation is a modification of the 

approach used by previous researchers (e.g. Calderón et al, 2004; Harms and Méon, 2018; 

Wang and Wong, 2009). 

The main purpose of the doctoral dissertation is to examine the impact of FDI on GDP 

growth in ten CEE countries between 1995 and 2018, taking into account the heterogeneous 

nature of direct investment. The thesis formulates the following main hypothesis: FDI 

contributed to the acceleration of CEE countries’ economic growth during the analysed period. 

In addition, auxiliary hypotheses regarding the role of the various types of FDI (greenfield 

investment, reinvestment, mergers and acquisitions) and selected variables measuring the 

ability of CEE economies to absorb the effects of FDI inflows, i.e. the level of financial system 

development and the level of human capital, were verified. The assessment of the impact of 

FDI on economic growth in CEE countries in 1995-2018 was based on a comprehensive review 

of literature, statistical data analysis and results of a panel study using the so-called fixed effects 

method. 

The thesis presents the most important aspects of the assessment of growth effects of 

FDI inflows into CEE countries in 1995-2018. The main hypothesis was not positively verified, 

indicating that there was no significant impact of FDI (both in aggregate and in the form of 

greenfield investment) on real GDP growth in the analysed period in the CEE region. These 

results are consistent with a number of empirical studies, however, contrary to the predictions 

of economic theory and the experience of developing countries which point to an acceleration 

of economic growth in capital-receiving countries. The auxiliary hypotheses regarding the 

impact of reinvestment and M&A on economic growth in CEE countries were verified 

positively. In other words, reinvestment contributed to an acceleration of GDP growth, while 

cross-border mergers and acquisitions had a negative effect on economic growth in 1995-2018. 

The aforementioned results are in line with economic theory and the conclusions from the 

empirical literature. 

This thesis extends the existing research both theoretically- and empirically-grounded. 

Thanks to the analysis of the entry modes of foreign investor, it is possible to better understand 

the channels of the impact of FDI on the recipient economy. Furthermore, the proposed method 

of FDI decomposition allows to analyse the effects of capital inflows by the structure of foreign 



investment. In addition, the conclusions from the empirical study could have important 

implications for the host country's economic policy in terms of attracting foreign investors. 
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