DI ATTRACTIVENESS POSITIONING AND ICT IMPACT ON
PRODUCTIVITY GROWTH IN EUROPEAN TRANSITIONAL
COUNTRIES!

Vinko Kandzija?, Ljiliana Lovri¢® & Matko Marijan*

UDK/UDC: 339.727.22(4-11)

JEL classification / JEL klasifikacija: I,

Preliminary communication / Prethodno priopéenje

Received / Primljeno: March 11, 2009/11. oZujka 2009.

Accepted for publishing / Prihvacdeno za tisak: June 15, 2009 / 15. lipnja 2009,

Summary

it this paper our previous AHP analysis of FDI attractiveness is extended on all
European (ransitional countries with recent data. The results show that former countries of
USSR federation lags after other European fransitional countries, except Latvia, Lithuania
and Estonia which are among the most attractive in the group. It is obvious that there is
not a great difference in the atiractiveness level between the countries, and that process of
mstitutional transition is close to finishing. The research evidence of ICT and institutional
reforins impact on growth, from the relevant literature and the experiences of developed are
summarized. The empirical vesearch of the ICT coniribution to productivity growth is con-
ducted on the group of European developed and transitional countries. Important regression
result is that positive and significant ICT growth effect on productivity is established in the
entire sample of countries.
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1. INTRODUCTION

The aim of this paper to analyze the position of European Lransitional economies
('T'E) on the possible incoming FDI inflows and to establish is there any evidence of po-
sitive and significant impact of ICT on productivity growth or we have the “productivity
paradox”. Economic integration process stimulated by information and communication
technology provided technology adoption, coming from foreign developed countries,
which is of great importance for economic growth and productivity improvement. "Lhis is
the matter particularly important for all countries, especially for those lagging behind the
most developed ones. The most part of empirical literature is concerned with how FDI
affects labor productivity and economic growth in host economies and research have been
mainly conducted at the micro-level using firm-level or industry data. Fewer studies have
been conducted at the macro or international level. The research evidence on the growth
contribution of ICT capital is related with the so-called ‘productivity paradox.

The paradox has been defined as the “discrepancy between measures of investment
in information technology and measures of output at the national level.”(Turban, et al.,
2008). One of the possible explanations for the paradox is that data and analytical problems
hide “ productivity-revenues’ " because it is sometimes difficult to measure, especially in
the service sector. ICT producing countries, especially USA, in the last decade of century
experienced unusually long period of expansion. Europe has not gained the same level of
benefits from ICT achieved by the USA. Beller understanding the sources of the aggregate
growth differential between the [U and USA is very important from transitional econo
mies point, because it could provide conclusions or suggestions how should proceed to
catch up with the economy leaders. Next section summarizes the results of the relevant
literature on this matter.

Section 3 of the paper contains the AHP model applied to define FDI attractiveness
positioning of European transitional countries. The impact of ICT on productivity growth
is investigated on the group of European developed and transitional countries in section
4. Section 5 summarizes the results.

2. IMPACT OF ICT AND INSTITUTIONAL REFORMS
ON GROWTH

Multiple research studies have identified the impact of the level of investment in
ICT as well as the amount and quality of the available human capital on growth and pro-
ductivity and that have been the subject of intense investigation during the last decade. The
new technologies of production and distribution in the late 1990’ in US was mainly due
to productivity improvements and innovations in the ICT sector, impacting all sectors of
the economy and accelerating productivity and economic growt h (Oliner and Sichel, 2000;
Jorgenson and Stiroh, 2000; OECD, 2001; Economist Intelligence Unit, 2004; UNCTAD,
2006)). This growth paradigm, oflen called the “new economy”, impacting all sectors of
the economy with the contribution of globalization, accelerates productivity and economic
growth. Spillover effects give communications networks (Stiroh 1999). Van Ark and Pi-
atkowsky (2004) found out that during 1990s ICT capital in the CEE-10 has contributed
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as much to labor productivity growth as in the EU-15 and that manufacturing industries
that have invested heavily in ICT have been key to the restructuring process. Kraemer and
Dedrick argued that developing countries have not been able profitably use ICT products
because of the lack of complimentary investments in human capital, infrastructure, R&DD.
ICT skills are considered critical to a country’s ability to absorb and efficiently use ICT.

Van Ark, Inklaar and McGuckin (2003) have identified by a detailed decomposition
analysis that US productivity has grown faster than in the EU because of alarger employment
share in the ICT producing sector and faster productivity growth in service industries that
make inlensive use ol ICT. Three major service industries account for most of the US growth
advantage, wholesale, retail trade and the financial securities industry.

The economic impact of 1C'" does not derive exclusively from its applications to
other processes, products and services. Analyses of ICT impact using micro data showed
that the use of ICT can help firms increase their market share, expand their product range,
better adopt their products to demand, reduce inventories (OECD 2003). These firm level
studies have identified that:

- among ICT, networking technologies have the highest positive impact on firm

performance;

- ICT impacts emerge over time;

~ cftective ICT use is closely linked to innovation, skills and organizational

— change (UNCTAD, 2006:78).

Studies at the firm level (Brynjolfsson and Hitt, 2000, 2003) and industry level
(mcKinsey Global Institute, 2001) find that investment in ICT goods leads to higher pro-
ductivity, especially if the investment in capital goods is accompanied by complementary
investments in organizational change, like reorganizing the supply chain and introducing
new workplace methods.

'The growth in the US has benefited not only from the production of ICT, but also
from its adoption in ICT- using industries. The question is why ICT- using service industries
would show much faster growth in the US than in European countries. ‘The growth of ICT
investments has been large in Europe as well, the market for ICT goods and software is
essentially global and there are certainly opportunities to benefit from new technologies

in Europe too.

Business organization and the opporlunilies to exploit technologies depend on the
regulations, constraints and restrictions that firms face. McGuckin and Van Ark (2001:
41) argue that in many European industries regulations and structural impediments in
product and labor markets limit the opportunities to invest in ICT Limits on shopping
hours and transport regulations and restrictive hiring and firing rules as other restriclive
labor regulations make it hard for producers to organize their organizations to reap the
full benefits from ICT,

For transition economies there is opporlunily for faster growth through techno-
logical absorption, imitation, productive utilization, and new organizational business

11
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structures. The consequences of c-banking, e-commerce, mobile telephones appearance,
increase productivity and rapid growth in consumption. Developments of institutional
and economic infrastructure were the basis for the realization the potential of the ICT
technology for faster economic growth and accelerated catching-up. This potential can
be lefi unharnessed if there are no suitable institutional structures which would allow [or
adoption and profitable use of ICT technologies. Countries with insufficiently developed
institutions, lack of regulations, the poor infrastructure, scarce capital and lack of educated
labor force, are risking to be marginalized in a global economic community. They will nat
be able to apply the benefits of new technologies of production and distribution (ICT)
which have a qualitative influence on way of doing business (Kolodko, 2001).

Transitional countries are faced with the establishment of institutions to support
market economic behavior. There is a positive correlation between economic growth and
institutional reforms (Sachs, 1996; Hildebrand, 2002; Lovrié, 2004)

Schrever (2000) and Daveri (2002) examine the contribution of ICT on G7 and Eu-
ropean countries, respectively, and show that there do not exist powerful signs for beneficial
effects on productivity. Dewan and Kraemer (2000) analyzing period 1985-1993, come to the
conclusion that the developed countries enjoyed substantial gains and achieved an increase
in their output by the use of ICT. On the contrary, the developing countries do not benefit
from essential returns because of the lack of additional infrastructure investments.

3. FDIATTRACTIVENESS POSITIONING OF TRANSITIONAL
COUNTRIES

Foreign direct investment is oflen mentioned as an important driver of productivity
and economic growth. In transition economy it should be the productivity spillover. Foreign
capital penetration brings positive effects to different sectors of economy in the sense of
transfer technological knowledge. Attractiveness of European transitional countries for F1
will be measured applying the AHP model which is developed in our last paper (Babic et
all. {(2007)). Now we have applied research on the extended sample of 19 TE, focusing on
the recent data period of 2000 - 2007.

'IThe AHP is developed by Thomas L: Saaty in 1980. This is a decision making toal
for complex, multi-criteria problems which qualitative and quantitative factors and criteria
are introduced in comparison. The mayor strength of the ALIP is that it can be applied to
a very complicated structure of decision making problem. The procedure is starting with
breaking down a complex situation into its component parts arranging it into a hierarchic
order of goal, criteria, sub criteria, alternatives. In pairwise comparisons, each criterion is
compared one pair in a time in order to construct a matrix of these comparisons. A ratio of
relative importance is assigned to each paired comparisons. A vector of priorities has to be
calculated on criterialevel and on alternatives level with regards to criteria. The AHP provi
des a mathematical process to input subjective and personal preferences of decision maker
allowing inconsistency in judgments and provides a mean to improve consistency.

The model includes two criteria — the reached level of institutional reforms and the
attained level of economic performances.

12
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First criteria - institutional reforms

This research is specific in a way of including institutional reform measuring,
especially because of measuring the various complexity of each reform area. Progress in
institutional reforms is measured by transition indicators of European Bank for the Re-
construction and Development (EBRD). The indicators reflect camulative progress in the
movenient from the centrally planned to the market economy and provide assessments of
progress in three main areas, which play an impaortant role in a market economy: markets
and trade ({including the categories price liberalization (PL), trade and foreign exchange
system (1), competition policy(CP}), enterprises {including the categories large(1.P) and
small-scale privatization(SP}), governance and enterprise restructuring(GR)), and financial
institutions (including the categories banking reform, interest rate liberalization (BL) and
progress in the field of securities markets and non-bank financial institutions (SFI)).

Table 1: Institutional reforms country ratings 2000 — 2007

R snoneoRs. S
(P s | o pL T P B | sm

weghts | 0078 | 0026 | o116 | 0053 | 0036 | 0260 | 0472 | 0260 o

f_ulln[.rir:f. Tranaiti::u;i;tdiu':;l-t?r-.;.: (Tl) Tl i '11}_
wmea | 34 | 38 | 22 | 43 | 42 | 20 | 25 | w0 | 2w | w3
Blas | 10 22 | 1w | 26 | 22 | 20 | s | 20 | 17 | 413
(eorgid 35 _4,1] 21 413 43 - .!,1] 2.5 1.7 2,39 m‘?':-,l'j |
¥azah 3.0 4,0 2,0 4,0 3.5 20 28 2.4 2.54 591

r Kirgizstan 3.3 4.0 EE_I 4.3 43 20 | 212 20 _ 240 55,8
Moldova | 3,0 37 1 19 | 38 | a3 | 20 | 25 | 20 | 24 | s57
Ukeaine 3.0 38 20 1.0 4 | 23 2,5 22 | 250 | s81 |
Albania 3,0 40 | 21 83 | 43 | 18 | 25 | 17 | 2 | s
Bulgaria | 38 | 38 2, 43 | 43 | 25 | 34 | 23 | am | e76
(roztia 3,2 43 | 28 40 1,3 - 24 3.8 2.7 3,01 FEH_
Caach 40 43 | 33 | 43 43 29 | 38 33 | 346 | 804
Btonk | 40 13 34 | 43 | 43 | 32 | 38 | 33 | 357 | mo |
Hungary | 4,0 43 35 43 | 43 | 32 | 40 | 38 | 3711 | 2
Latvia 3,5 43 | 29 | a3 | o2 | oz | 28 | 35 | 72
litharia | 3,7 43 | 29 | 42 | 43 | 31 | 33 | 30 | 3 | 73
Poland | 33 13 1 34 | a3 | a3 | 31 | 35 | 37 | 3s0 | s
Romania 35 37 22 43 | 43 2.4 39 | 22 | an | e
Slovak &0 43 3,1 '4,2 43 3,2 3,5 ;:,75 3,30 67|

| sovenia | 30 | 43 | 29 [ a0 [ a3 | w33 | | 3o | w1

" Source: EBRD (2008), ‘Iransition Report.
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The existing EBRD transition indicator measures the progress in transition areas
against the standards of industrialised countries and given values from 1 to 4. Tt doesn't
measure neither distinguish the various complexity of each reform area. Each of area or
category has different duration, intensity and complexity over time. Progress in the areas,
measured by EBRD transition indicator, is a good, simple, quanfitative indicator when
it is used to show the score of reforms inside one area or category of reform. To make
comparisons between categories or areas we have give them various weights to be able to
compare them, and have use AHP to determine the weights as a measure of realization
complexity of each category.

Utility function (Lovri¢, 2004) of transition preferences to determine the position
of each country is a weighted sum of transition indicators:

UTILITY =w, TI; + w, TL, + et W, T, (1)
T1, = transition indicator of each country of the i category,

w. = weight of the it category (result from pairwise comparison).

Using ulility function, weights and average transition indicators for the period

2000 — 2007 for eight transition categories, we obtain total values and also the percent of
realized reforms in European transilion countries (Table 1).

Second criteria - financial factors

The second criteria of the model we consider are Economic - financial factors™
- GDP growth rate, to give evidence about the economic forces of the country;
— GDP p/c, to monitor the present richness of the country;
~ Inflation ratc is an indicator of stability in managing exchange rate and of potential
- future development;
- Current account over GDPF, is an indicator of a country’s proneness to invest;

_ Risk of direct investment, is a way lo monitor the credit worthiness of a country.

Table 2: Relation between intensities and the rating grades of statistical data

 subriteria | High WMedumMigh | = Medium |  Mediumlow | low |
Inflation (%) <32 e 4t | 7<<10 10 <

: GOPgraweth (%) >5 =4 43 J=2 > |
| GOP pe {000%) >3 057 J==5 o 3>
Curr.acc/GDP (%) <1 | Tl <-4 dc<-6 <
Risk of dir.invest. =40 80> =70 70 = =60 60 > =50 50 =

Source: Authors’ estimation

* Saaly & Vargas 2001, for the group of developing countries from & geogra phical regions.
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Applying AIIP we have defined and assigned the factor weights to measure the
reached rank in economic financial development of TE. Each economic-financial factor
includes five intensities: high, medium high, medium, medium low and low. The procedure

continues with the specification of:

- relation between intensities and the rating grades of statistical data for each
factor;

- pairwise comparison malrix components of the financial economic factors;

— pairwise comparison matrix for the rating grades for each of the five financial
economic factors,

Relation between intensities and the rating grades of stalistical data for each fac-
tor are defined in Table 2. Less preferred characteristics have lower rank, like significant

inflation or investment risk.

For each of the factor the intensity of priority is quantified and the pairwise com-
parison matrix is made. Then, the vector of priorities is evaluated for financial economic
factors and their rating grades (Table 3).

Table 3: Priority vectors results — relative scores for factors and grades

ST

| Riskofdirin. | Curacd/GDP° | Inflationrate | GDPpic | GDPGrowthrate
weights L 0.058 0.118 0.118 0.353
Grades:
H 0.409 0.460 0,409 0.460 0,460
MH 0.295 0,299 0.324 0.799 0.299 ?
M 0.117 0,144 0.159 0.144 0.144
ol 0.09 0.065 0.076 0.065 | 0.065
L 0.029 0.032 0.033 0.032 0032

source: Saaty & Vargas (2001) Models, Methods, Concepts & Applications of the AHP, p.142-145

The results of country ratings are shown in Table 4.
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Table 4: Financial economic factors country ratings 2000 - 2007

s FINANCIAL ECONOMICFACTORS S |
Risk of dirinv | Curac/GDP |  Inilation rate GDPpfc | GDP Growth rate | Total
Weights 0.353 0058 | 0018 0114 0.353
| Countries ) Grades : i
Armenia ML L H L H 56,9
Belarus M M TR Ho 513
| Georgia ML ] Mo | L o | s
Kazah ML MH WL Wi F 52,3
Kirgizstan ML H v MH 42,3
Maldova i L E L H 189 |
Ukraine M H L : E _ 34,6 |
Albania H L MH - H Ly
Bulgaria fH L M ML H 67,6
Croatia il L MH MH MH 65,4
oo o FINANCIAL ECONDMICFACTORS 7 et SR
! Gech MH ML MH I MH 70,2
Eslonia ~_MH L L MH H 70.5
Hungary NH 1 M MH | - | 609
i Latvia b MH L i 3| H 783 |
lthuania | MH | L H K A 80,7
Poland | MH M MH MH MH 669
Romania MH I L ML o 64,2
| Slowak MH ] M H H 740
Slavenia MH MH M| H MH 68,8

Source: Authors estimation

Based on the rating data of the countries, investment attractiveness map is developed
in two dimensions — institutional reforms realization and financial economic factors levels
(Figure 1). Tt represents the priority distribution of the countries for 1999-2004 time period.
‘The CEE countries have better results in institutional reforms realization (71% in average)
than in financial economic factors intensity (48% in average). According to these average
indicators, the map can be divided in four sub quadrants. The most attractive countries are in
the highest sub quadrant and besides Ireland, Spain, Greece and Portugal, here are also tran-
sitional countries: Slovenia, Hungary and very close are the Czech Republic and Estonia.

Rating results from the Tablel and Table 4 are represented in Figure 1 asamap of the
countries investment attractiveness based on the average data for 2000- 2007 time period.
The average level of factors and reforms realized are presented as vertical and horizontal
line, and the map is divided in four sub quadrants. The most attractive countries are in the
highest sub quadrant. The results show that former countries of USSR federation lags in
both indicators after European transitional countries, except Latvia, Lithuania and Estonia
which are among the most attractive in the group. It is clear that there is not significant
difference in the altractiveness level between them, and that process of institutional tran-

sition is close to finishing.
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Figure 1: EDI attractiveness positioning of countries
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SOLLrce: J"u:::ﬂn_fing to the results in Tahle 1 and 4.

Despite the results, the most altractive countries are mainly members of EU, and
the less attractive ones have a big potential and are interesting for entrepreneurs.

4. EMPIRICALEVIDENCE ON'THEICT CONTRIBUTION TO
PRODUCTIVITY GROWTH

Toassess the contribution of ICT on production, Hall and Mairesse (1995) specified
an aggregate Cobb-Douglas production function, which incorporates four inputs, dome:
stic capital (K), labor (L), foreign capital (F) and ICT capital. Yet, the translog production
function is more flexible than Cobb-Douglas function in the sense that it allows testing for
the presence of the interactions between the variables. Complementarities of investments
have been empirically investigated and validate in the literature. Barro (1991) has found
for a crossection of 98 countries the importance of human capital on economic growth.
These are main guidelines we take in model specification to avoid the problems of hide

"productivity-revenues'.

Our productivity model specification follows the aggregate Cobb-Douglas function
and theassumplion of constant return to scale. The problem of enclosing all ICT implications
on productivity is well resolved applying an indicator of ICT country’s progress, and that is
[CT-OT index. It includes the progress in capital and labor skills and their interactions.
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Since the goal is to estimate the growth, the average seven years (2000-2006) growth
rate data for 28 Furopean developed and developing countries are taken for variables
and the ICT effects on cross country productivity will be empirically analyzed with the

[ollowing model:
In GW. =, + £, InGTW, +f, In IR, + i

where the variables are:
InGW = logarithm of average annual % growth of GDP per worker;
InGTW = logarithm of average annual % growth of gross fixed capital formation

per worker;
InIR = logarithm of average annual % growth of ICT-Ol index

The ICT opportunity index (ICT-OT) is developed by [nternational Telecommu-
nication Union. TL is a statistical tool of the information society measurement, based on
the linkage of ICT to economic development through the country’s productive capacily
(infodensity) and use of ICT (info-use).

Infodensity represents the productive capacity of the economy in terms ot ICT
capital and ICT labor stocks. ICT capital and ICT labor stocks are the input factors of
growth and development. The network infrastructure development (penetration rales of
fixed telephone lines, mobile cellular subscribers and internation al internet bandwidth) is
used for ICT capital indicator. ICT labor is the total stock of ICT skills of fabor force, which
are closely linked to overall skills, and the proxies are literacy rates, primary, secondary
and tertiary gross enrolment rates.

Info-use refers lo the consumption of ICT and comprises ICT uptakeand ICT inten-
sity of use. ICT uptake (usage and consumption of ICT goods and services) is represented
with three indicators: internet users and computers per 100 inhabitants and the proporti-
on of houscholds with a TV, Two indicators are included to measure ICT intensity: total
broadband internet subscribers per 100 inhabitants and international outgoing telephone

traffic (minutes) per capita.

‘lhe data were obtained from the EBRD Transition Report, World Development
Indicators database web.worldbank.org/ WBSITE/EXTERNAL/DATASTATISTICS), which
is the World Bank's (web.worldbank.org) comprehensive database on development data, and
the Yearbook of Statistics (2008; www. itw.int/ITU-D/ict/publications), which is published
yearly by International Telecommunication Union (ITU; www. it nt), UNECE Statistical
Division Database, http://w3.unece. org

With TEs that are included in the study, we tried to select a group of countries thal
started the transition process at approximately the same time. The number of countries
included was determined by the statistical data. Because of negative or zero average annual
growth rates data in Austria, Georgia, Germany, Italy, Moldova, Portugal, and Spain, we
have to reduce the sample. Thus, we decided on 10 developed countries and 15 transiti-
onal countries: Albania, Armenia, Belarus, Belgium, Bulgaria, Croatia , Czech Republic,
Denmark, Estonia, Finland, France, Greece, Hungary, Iceland, Ireland, Kazakhstan, Latvia,
Lithuania, Norway, Poland, Slovakia, Slovenia, Sweden, UK and Ukraine. In terms of the
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period we were restricted with the provided data of ICT-OI index. The fact is that effects
of ICT diffusion in transition economies earlier of disposed period do not exist, or they
are week.

In Table 5 are presented OLS estimations results for four regression functions. Beside
three main explanatory variables we have included two dummiecs. C1 is dummy for the
group of countries with high ICT-OI growth rate (between 366.71 and 60.8) band ,C2isa
group for upper growth rate (between 60.79 and 47.77) band, and the remaining are medi-
um and low. The classification is reported in original data source for ICT-OI. All estimated
parameters are significant on the 0.05 level. The t-statistics are reported in parenthesis. The
explanatory power of the models is high. The Park test and Farrar-Glauber test confirmed
that there is no significant heteroscedasticy of error terms and multicolinearity between
explanatoryvariables. Asitisevident from Table 5, the elasticity of ICT -Ol average growth
rate is highly significant. A Chow test for the equality of coefficient estimates between the
developing and developed countries was rejected. Ttis rather a small group of countries, so
we have nol run separate regressions for transition and developed countries, yet we have
included dummy variables (regression number 2) and theirs interaction with ICT growth
effect (regression number 3}

Table 5: Impact of ICT on productivity growth

L R e - DependentvariablelnGW -
Y i epsityanatks i - DopratlenlvariablelAGiV s
Const -2.4878 -0.0727 0818
-2.30) (-0.37) (-0.42)
InGTW 0.6435 0.5566 0.5635
(6.53) (4.58) {4.67)
InlR 0.6514
(2.28)
(1 0.4039
(2.25)
(2 [.6388
(2.36)
C1'InlR 01010
(2.26)
C2°InIR 0.1427
2.33)
Obs 25 25 75
R 0.755 0.75% 0.75%
Fstat 38.03 26.19 26.15

Notes: t statistics in parenthesis, all estimates significant at 5%level; GW, GTW, TR variables: average
growth rates for the period 2000-2006.C1 group: Latvia, Lithuanis, Estonia, Belarus, Armenia, UK
C2 group: Hungary, Slovenia, Ireland, Poland, Ukraine, Albania, Slovakia, Kazakhstan, Norway,
Iceland, Czech Republic, Croatia.
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Important regression result is that positive and significant CT growth effect measu-
red by country’s productive capacity (infodensity) and use (info-use) and it is something that
has long been disputed in the empirical literature. The results indicate a rising importance
of ICT-Ol on produclivity, contrary to the level of average growth rate bands. The evidence
is that lower average growth ratc of GDP per worker is in the countries with high ICT-OI
average growth rate (C1) relative to the group of countries of upper average growth rafe
(C2). Regarding the interaction effect of C1 and C2 dummies with average annual growth
of ICT-Ol index on produclivity, we find again that the countries with high TCT-Ol average
growth rate band have lower elasticity of productivity growth.

A possible weakness of this study is relatively low number of countries in the sam-
ple under examination, but the aims of investigation arc European countries. The further

research could include a panel data.

5. Conclusion

In this paper we have revisited the FDI attractiveness of transitional countries. We
have provided updates and applied research for period of 2000- 2007 on the extended
sample of 19 Furopean transitional economies. The country altractivencss level is measu-
red by economic performances factors and institutional reforms indicator. 'l he evidence
is that there is not a great difference in the attractiveness level between the countries, and
that process of institutional transition is close to finishing with the exception of former
countries of USSR federation which lags after other European transitional countries, except
Latvia, Lithuania and Estonia.

The impact of ICT on productivity is investigated through average annual growth
rates through the period of 2000 2006 on the sample of 25 Furopean countries which
includes 15 transitional countries. The problem of enclosing all ICT implications on
productivity is well resolved applying an indicator of ICT country’s progress, and that is
ICT-Ol index. It includes the progress in capital and labor and their interactions. A positive
and significant ICT growth effect on productivity is established in the entire sample of
countries. The results indicate that lower average growth rate of GDF per worker is in the
countries with high ICT-Ol average growth rates, relative to the group of countries of upper
1C1-OT average growth rate and that the countries with high ICT-OT average growth rate
band have lower elasticity of productivity growth.
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ANALIZA PRIVLACNOSTI ZA FDI I UTJECAJ ICT-a NA RAST
PRODUKTIVNOSTI U EUROPSKIM TRANZICIJSKIM ZEMLJAMA

Vinko KandZija S, Ljiljana Lovri¢” & Matko Marijan®

Sazetak

U ovomn élanku se prife napravijena AHP analiza priviacnosti za strane direkine in-
vesticije (FDI) prosiruje na sve europske tranzicijske zemlje. Rezultati pokazuju kako zemlje
bivieg SSSR-a zaostaju za drugim europskim tranzicijskim zemljama, osim Latvife, Litve
i Estonije koje su najatraktivnije u ovoj skupini. Ne postoji velika razlika u stupnju atrak
tivrosti medu zemljama, a ocigledno je i kako je proces institucionalne franzicije pri kraju.
Na temelju istraZivanja i iskusiava razvijenih zemalja, clanak se osvice na utjecaj reformi
ICT sektora te institucionalnih reformi na rasl. Empirijsko istraZivanje utjecaja ICT-a na
rast produktiviosti je predstavljeno na primjeru europskih razvijenih zemalja te europskih
tranzicijskih zemalja. VaZan je rezultat da se na Cilavom uzorku zemalja dokazuje znalajan
utjecaj ICT-a na rast produktiviosti.
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