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INTRODUCTION

Nowadays, the economic development of a countryg ehad exist without
the inflow of joint venture. W. Rostow, the auttaira popular economic con-
vergence (popular some years ago), indicated thattdes without sufficient
resources of native capital may dynamise the ecandevelopment thanks to
the inflow of foreign direct investments (FDI) [Rog/, 1971]. The inflow of
DFI to the market of a given country increasesamy the investment value but
contributes also to the increase in the capacitytber production factors.
Hence, what are the decisive factors making foréigestments flow to indi-
vidual countries and/or regions (meaning here ey are perceived by foreign
investors as more attractive than others) andhaetany barriers limiting the
inflow of such capital to a given region?

This elaboration is an attempt to indicate facteingch in the opinion of in-
vestors themselves (joint venture companies) haesm lacknowledged as barri-
ers of attractiveness in the area of Podkarpackgidr.

The variety and specificity of business activitpyides that depending on
its type, sector, and even operational manner difitual enterprises, variable
location factors are preferred. Therefore, an aligohttractiveness of invest-
ment areas is not the case here. It depends odetnand for location factors,
where this demand depends on the size and struztume investment. The ac-
tual investment attractiveness of an individuaharey, hence, be specified only
in respect of a specific investment at a specifieriant in time. However, in re-
spect of some types of economic activity it is gaesto identify universal loca-
tion factors. They do not exhaust the entire spettof benefits searched for by
investors, but they do allow to specify in proxiynibe investment attractiveness
of areas studied from the point of view of indivéditypes of activity. Such attrac-
tiveness does not specify ultimately the size ahaastment stream, yet indicates
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rather on the likelihood of making the investoddoate the activity on a given
area. It should be remembered that apart from tbgedactors, the location
decision is influenced also by subjective factatepending on the decision
makers’ system of value, their knowledge, and tlevvimproved by media
[Atrakcyjn@é..., 2006, p. 14].

PODKARPACKIE REGION: A REGION OF WEAK INTERNATIONALISATION

Based on the analysis of economic indicators ferRbdkarpackie Region,
the general conclusion drawn can be that thigégn presenting a lower level
of development in relation to the state’s averddmeerefore, this region is quali-
fied as the so called Eastern Poland, composingiebdeships located on the
eastern wall of Poland, characterising with lowevrel of economic develop-
ment than the rest of the country. An example of kbvel of economic devel-
opment of the Podkarpackie region — in relationh rest of the country — is
e.g. the volume of unemployment or level of rematiens [(http://nytko...)].
The employment index in the Podkarpackie Voivodeshiquarter 2 of 2010
was the same as in the Matopolska Region, and aippated to the state’'s av-
erage. Unfortunately, the volume of unemploymenguarter 2 of 2010 in the
Podkarpackie Region amounted to 22&hd was by 2®higher than the state’s
index (table 1).

Table 1. Employment and unemployment index in indiidual voivodeships across
Poland (in %) in years 2008-2010

quarter 2 quarter 2
voidodeships 2008 | 2009 | 2010/ 2008] 2009 201(
employment index unemployment index
1 2 3

total 50.1 50.4 50.4 7.1 7.9 9.5
Dolnoslaskie 48.6 48.6 48.2 8.3 9.6 11.6
Kujawsko-pomorskie 46.1 49 49.6 9.8 10.6 9.9
Lubelskie 50.1 49.5 50.1 8.8 8.4 9.6
Lubuskie 49.3 47 49.2 6.9 10.6 11.2
tédzkie 51.5 50.2 51 6.6 6.9 9.4
Matopolskie 50.9 50.5 50.6 6.1 8.8 8.9
Mazowieckie 542 55.6 54.1 6.1 5.2 7.6
Opolskie 48.6 47 48.5 6.4 11.2 8.5
Podkarpackie 48.4 51 50.6 9.7 10.2 12.3
Podlaskie 50.2 51.2 49 6.2 7.1 10.8
Pomorskie 48.8 48.1 49.8 6.3 5.8 9.2
Slaskie 48.7 49.4| 487 5.8 6.3 8.4
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1 2 3
Swictokrzyskie 52.1 48.9 49.7 7.5 11 12.3
Warminsko-mazurskie 47  48.2 48.5 7.1 8.8 9.4
Wielkopolskie 51.5 52 54.2 5.9 7.5 8
Zachodniopomorskie 45/9 47.6 45.6 10.2 10.3 12.7

Source:Roczniki Statystyczne GUSentral Statistical Office’s Statistical Yearbohks

The average gross monthly remuneration in the Rpdkéie voivodeship
was the lowest in Poland — in quarter 2 of 2010 wmed to PLN 3056.33,
whereas the state’s average in that period amouat@dN 3316.38 (graph 1).
A lower level of the Podkarpackie Region’s econom@&yelopment is deter-
mined through a whole range of factors of intenad external nature. Among
the internal factors it is possible to separaténanfficient rate of capital accu-
mulation and qualified labour force, shortage ire tmodern and capital-
-absorbent industrial sector. The GDP analysis inosfa low development
level of the Podkarpackie Region (chart 2).
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Chart 1. Average monthly remuneration in the natioral economy according
to regions and voivodeships in quarter 1 of 2010

Source: Fatrudnienie.,.2010].
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Among the external factors it is possible to in€lutere the shaped non-
beneficial relationships regarding the divisionlabour in the country which
has already been commenced in the period of martitand has continued in the
inter-war period and post-war period. In the sagdtifion, the Podkarpackie
Region obtained the role of an agricultural stotedgo having its pros and cons
for the region’s economy. Due to the mentioned beneficial partition of la-
bour inside the country, inflow of investment capito the Podkarpackie
voivodeship — hence, internationalism of regioréer@my — remains at a low
level. The result here is a low share of joint weatcompanies in relation to the
general number of trade companies operating irgg®n [(http://nytko...)]. In
case of the Podkarpackie Region, this index in 20i@8unted to 13.05 when
the state’s average in this period amounted to528(fable 2).
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Chart 2. GDP in %for individual voivodships in Poland in 2007
Source: Rocznik.,.2009].

Table 2 shows forthright the weak internationalisinthe Podkarpackie Re-
gion. The largest number of joint venture companiesce, is located in the
following voivodeships: Mazowieckie, Doldlaskie, Wielkopolskie, and the
lowest number in Podlaskiéwietokrzyskie, and Podkarpackie.



Barriers of foreign investment attractiveness in the podkarpackie region... 195

Unfortunately, based on all analyses, very oftenviiry fact of holding at-
tractive location factors may not be sufficientattract an investment. Also the
region’s image, its popularisation, and good caadg for investments created
by self-government authorities are also esserifia¢ activity of voivodeships
interpreted in this way, towards investors, wadya®al in respect of two types
of activities. The first was the level of investrheffers preparation for inves-
tors. Also, here, the attention was brought tortheimber and quality. Assess-
ments in this respect were carried out based orditish Information and For-
eign Investment Agency (PIFIA) data base resourtés. second are invest-
ment-attractive offers. According to the PIFIA infmation, they correspond to
the previously applied classification for A+B typéers. To formulate the as-
sessment, investment-attractive locations were [&wdkcyjngé..., 2006, p. 40—
41]. Table 3 presents their number in voivodeshigiording to the status as of
September 2006.

Table 2. Number and share of foreign investment cagal in the Podkarpackie
Region in 2009 in the background of individual regins of Poland

share of joint venture
. . joint venture companies as to the
voidodeships total companies total number of trade
companies
total 268,942 63,871 23.7%%
Dolnaslaskie 22,06( 6,178 28.0%%
Kujawsko-pomorskie 10,400 1,617 15.5%%
Lubelskie 7,859 972 12.3P%
Lubuskie 6,83 2,616 38.30%
L 6dzkie 12,844 2,584 20.12%
Matopolskie 19,541 3,398 17.3%%
Mazowieckie 77,655 23,541 30.310
Opolskie 4,917 1,333 27.1%%
Podkarpackie 6,629 865 13.0%%
Podlaskie 4,100 469 11.4%%
Pomorskie 20,016 3,928 19.6246
Slaskie 29,267 5,231 17.8M%
Swiqtokrzyskie 4,439 537 12.10%
Warminsko-mazurskie 5,514 924 16.76%
Wielkopolskie 24,239 5,588 23.0%%
Zachodniopomorskie 12,632 4,090 32.38%

Source: Biuletyn.., 2009].

Offers of investment-attractive locations conséttie internal assessment
of activity of voivodeships against investors. Theumber — and most of all
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their quality — may discourage foreign entitiesaliocate their capital in a given
region or discourage investors with the same cguirther consequences for
region’s weak development.

Table 3. The number of investment offers for indivilual
voivodeships in 2006

voivodeships number of offers
Dolnoslaskie 105
Mazowieckie 69
Warminsko-mazurskie 62
Opolskie 58
Wielkopolskie 55
Lubuskie 48
Zachodniopomorskie 40
Slaskie 39
£ 6dzkie 39
Pomorskie 32
Kujawsko-pomorskie 27
Matopolskie 24
Podkarpackie 22
Lubelskie 22
Podlaskie 19
Swigtokrzyskie 14
total 675

Source: PIFIA.

FACTORS OF INVESTMENT ATTRACTIVENESS

Investment attractiveness shall be interpretedhénciategories of “capabil-
ity to make the investors select the region asplee to locate their invest-
ment” [Gawlikowska-Hueckel, Umgki, 2000, p. 7]. Such a definition allows
for a thorough assessment of investment attracs®through the perspective
of outlays incurretl This approach, however, does not permit to analtydie
vidual factors deciding about a success or faibfran individual area. There-
fore, it is also possible to say that the investnagimactiveness of a given area is
determined by the combination of location factgkggkcyjnaé..., 2006, p.13].
Areas offering an optimal combination of locati@ttiors are acknowledged as

! This criteria, even for its simplicity and seentingbviousness, unfortunately has a flaw —
does not recognise the type of investment. Thiteréa premiums capital-absorbent activities,
whereas knowledge-absorbent activity may bringrgelaadded-value and non-financial benefits
for development of a region where the investmetddated.
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attractive, and ones without such an optimum coatiin are acknowledged as
of very low attractiveness.

The list of conditions or prerequisites decidingatbthe scale, directions,
and outcomes or foreign investment expansion ig vast. In the traditional
view, the following are the most important factdeciding about the location-
related attractiveness of a given investment:

» large and absorbent internal market,

* transport availability (geographic location),
« condition of natural environment,

» cheap and well-qualified labour force,

e economic infrastructure,

* international position.

Significance of factors quoted was proved by swdienducted in many
countries around the world [Wolaniak, 1999, p. 123]

For a country without possibilities to increase thational, pecuniary,
and/or material accumulation, foreign direct inwestts are the only way to
cover development needs, on a larger level thaoase of satisfying them
with a forced national accumulation. Thanks to dir@vestments, it has the
opportunity to obtain the inflow of capital fromropanies with opportunities to
carry out allocation at a worldwide technical andamisational levels, which
may introduce an economic progress straightforwaodl the level demanded,;
and, taking into account the cooperation with lagahpanies, it may spread in
a wave motion to numerous enterprises and leabeio development and de-
velopment of their location’s region.

In December 2009, the Gigkk Institute for Market Economics (GIME), for
the fifth time, announced outcomes of the annuak reegarding investment
attractiveness of voivodeships and subregions ad¢totand. This rank does not
assess only individual regions, but indicates &stures decisive in making an
investment interesting in a given location. Voivekips are assessed from the
point of view of general investment attractivenegsereas subregions are sub-
ject to assessment in 3 categories, taking intowdcthe investment attractive-
ness for the following activities: industrial, se, and state-of-art technology.

Slqsk, DoInySIqsk, Mazowsze, Wielkopolska, and Matopolska are esrum
ated as voivodeships most attractive for invesforap 1). Also Zachodniopo-
morskie, Pomorskie, and tédzkie voivodeships (afrarh the 5 enumerated
above) are regions providing the entrepreneurs @4traordinary conditions.

Unfortunately, Podkarpackie voivodeship does netent itself in the best
way in the investment attractiveness ranking. 1030t was on the "Lposi-
tion, and on 1% position in the current ranking, which proves w lssessment
of this region’s investment attractiveness.
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Authors from GIME enumerate also 9 factors of inwent attractiveness
(also called: location factors) being the grounds éntrepreneurs to per-
ceive a given location (region, subregion). Thesm &ransport availability,
labour resources, market absorbency, economic @eidl snfrastructure, level of
economic development, conditions of natural envitent, level of public safety,
and activity of voivodeships towards investors. fgvecation factor impacts the
investment attractiveness at some other levelt@ranhanner. Whereupon, differ-
ent factors are acknowledged in the general claasibn of voivodeships, and
different factors are acknowledged for individuglds of economic activity.
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Map 1. Investment attractiveness of voivodeships ithe year 2009 (in brackets:
region’s rank in 2008)

Source: Gdask Institute for Market Economics.

Looking at the attractiveness index, it is possiblaotice that in 2009 the
Podkarpackie Region was assessed the most higklytcdaommon safety {1
position in the rank) and labour resources andso@Stposition in the rank). In
case of the first one, this is an effect of a lawneediocre level of crime and
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high or average index of crime detection. In cab¢he second, the Podkar-
packie Region holds large labour resources antivelalow labour costs — the
remuneration is lower than the state’s averageottumfiately, due to the most
important factor, hence voivodeship’s activity tods investors, the Region
was ranked on the f4osition which indicates on a small number of stagent
offers and small intensity of informative activitythe voivodeship.

OPINIONS ABOUTPODKARPACKIE'S JOINT VENTURE COMPANIES REGARDING
FACTORS DECIDING ABOUT BARRIERS OF INVESTMENT LOCADN
ATTRACTIVENESS

Outcomes of a post questionnaire conducted in 20@addressed to joint
venture companies located across Podkarpackierreggoe used in this elabo-
ration. 53 joint venture companies were includedhia study, where 41 enter-
prises were subject to a detailed analysis. Ambegentities analysed: 22 were
large companies, 8 medium companies, 9 small compaand only 2 micro
enterprises. Over 8bof them declared an international range of enisgpn-
fluence. 29 entities analysed were limited liabildompanies, 10 were joint
stock companies, and 2 general partnerships.

Surveys regarding barrier of attractiveness of Huelkarpackie Region
show that a substantial part of joint venture comgoperating at the said area
considered the majority of factors as of mediuntoar importance. Main barri-
ers connected with investments were as followsallegovisions regarding set-
ting up and operating of a company, high unemplaym&bsence of new tech-
nologies. Average significance among investmentaetiveness barriers, ac-
cording to respondents, was linked to a threatpplearing of new competitors
and substitutes, absence of possibility to coopendth universities across the
country, low level of economic development, anchhigemployment (chart 3).

Similar opinions of investors were presented indladoration of the Polish
Minister of Economy named ,Inflow of direct foreignvestment to Poland —
barriers and opportunities for an increase”. Thiglg includes the following as
the main investment barriers:

» absence of efficient institutional support for figreinvestors,

» absence of efficient system of investment incestive

» absence of respectively prepared investment areas,

» problems of investors with acquisition and maintereaof employees (high
level of employees rotation (especiallycall-centretype investments); prob-
lems with finding employees with specific qualifians and a simultaneous
additional knowledge of foreign languages; increafdabour costs),
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» complex administrative procedures connected with ithvestment process
(long and nuisance procedures connected with ahtaadministrative deci-

sions required in the investment process — bureaycprolonging terms),

» weakly developed infrastructure,
 low quality of adopted law,
* issues of fiscal law.

The majority of barriers abovementioned are indidaalso by investors

who have already made an investment in the Pod&kiroarea.

severe provisions connected with environmental
protection

low level of development of distribution channels

limited access to energy sources, raw materials

threat of new competitors appearance

threat of substitutes appearance

strong position of trade unions

limited market absorbability

weak financial resources of prospects

absence of cooperation opportunities with universities in
the country of the investment

absence of new technologies

weak personnel resources

strong national and foreign competition

high unemployment

low level of economic development

legal provisions connected with commencingand
operating ofa company
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Chart 3. Investment barriers in the Podkarpackie Rgion — opinion of respondents

Source: own elaboration based on questionnaires.
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On the other hand, M. Stawicka in the book ,Atrghog¢ inwestycyjna
Polski” [Poland’s investment attractiveng¢shows the largest barriers that in-
vestors are afraid of. These are: insufficient gagges for foreign investors and
limited purchasing power of people, and gener#l ofsinvesting in Poland. The
significance of such factors as e.g. inflation, emeknt a clear modification
surely due to the fact that in the past years drelesed. Whereas, fears of for-
eign investors increased significantly as to tradens and employee councils,
which they consider as one of the most importavgstment barriers.

CONCLUSION

Inflow of foreign capital to a region seems to bprerity. Joint ventures,
especially in the form of direct investment stintetathe development of the area,
dynamises the economic development, causes th&oored new workplaces,
modernises economic structures through inflow ailtsation of new technolo-
gies. Therefore, we should focus on the creatiorelgvant investment climate
encouraging foreign entities to locate their inmesits in the Podkarpackie Re-
gion. Therefore, on-going identification of bardaf investment attractiveness of
the region, and undertaking required actions digain their minimisation or
even liquidation of any investment barriers is e8ae Undertaking such tasks is
surely legitimate if a region wants to be attragfior joint ventures.
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Summary

Nowadays, it is impossible to discuss a countrg@n®mic development without mentioning
about the capital inflow. The inflow of Foreign Bat Investment to a specified country’s market
not only increases the value of investments, kad abntributes to increasing the efficiency of all
other production factors. It later decides that sanuntries or regions receive foreign invest-
ments, i.e. why are they perceived by foreign itassas more attractive than the others, and are
there any barriers limiting the inflow of such dapto a given region.

This study aims at presenting the factors, whichhim opinions of investors (joint venture
companies) have been regarded as attractivenagsrdan the Podkarpackie Region.

Bariery atrakcyjno $ci inwestycji zagranicznych na Podkarpaciu w opinifirm
z kapitatem zagranicznym

Streszczenie

Naptyw kapitatu zagranicznego do danego regionu ajgydsé by¢ sprawy priorytetovs.
Kapitat zagraniczny zwlaszcza w postaci inwesthgipgrednich stymuluje rozw6j danego ob-
szaru, dynamizuje rozwoj gospodarczy, powoduje pamis nowych miejsc pracy, modernizuje
struktury gospodarcze poprzez naptyw i wykorzysgtanbowych technologii. Zatem naddoby
skupi si¢ na tworzeniu wigciwego klimatu inwestycyjnego zagtajacego podmioty zagraniczne
do lokowania swoich inwestycji winie na Podkarpaciu. Vifae jest zatem bigce identyfikowa-
nie barier atrakcyjni inwestycyjnej regionu, a tak podgcie niezlgdnych dziata ukierunko-
wanych na ich minimalizagj czy nawet likwidag wszelkich barier inwestycyjnych. Pedije
tego typu zada jest z pewnécia stuszne jéi chce s¢ by¢ regionem atrakcyjnym dla kapitatu
zagranicznego.



