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DETERMINANTS OF THE DISTRIBUTION OF FOREIGN 
DIRECT INVESTMENT WITHIN THE UK : LESSONS FOR 

EASTERN EUROPE 

S. Hill, M.Munday 

Cardiff Business School, 
Colun Drive, Cardiff, UK. CF/ 36V 

One of the key elements that will aid the the spccdier transition from the planncd 
towards the market orientcd economy is the attraction of foreign direct investment (FDI) 
to Eastern Europe. Specifically the attraction of FDI does not just result in new jobs and 
incomes, but also the importation of managerial skills and technology, together with a 
wide vańety of more indirect effects. The presence of multinational (MNE) finns thus 
constitutes a valuable agent for change. Given the imponance. of such mobile capital 
projects, Westem European regions have actively attemptcd to influence MNEs in 
their locational decisions. Whilst a vańety of grants and subsidies influence the I.ocation 
decision of the MNE, reccnt UK evidence suggests that factors such as infrastructure 
spending, labour costs, and domestic growth are also relevant attracting features. 

This paper examines both the potentia] and limits of the role of FDI in local and regional 
devclopment Initial conclusions are drawn from an empirical analysis of the 
determinants of the regional distribution of FOi related new jobs and projects wlthin 
the UK. The deterrninants of distribution of FDI within a national economy provide some 
indication of the possible economic impact of such investment. The paper draws 
from national and regional UK experience of attracting multinational capital to focus on 
lessons for Eastern Europe in effectively positioning itself to attract the appropriate 
amount, and quality of FDI to the appropriate locations. 
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INTEGRA TION ENDEA VOURS OF 111E REPUBLIC OF 
LATVIA IN THE INTERNATIONAL MARKET 

Eńca Shumilo 

U niversity of latvia 
Presently: U~a. Sweden 

111c tt:c<>gnition of political and economic sovereignity of the Baltic countries causcs 
the neccssity for them to look for a new place in the world economy. The possibility of 
integration into the world economy and the strategy and tactics of 
enterpreneurship and management in the Baltic countries arc detennined by many 
specific qualitative and quantitive factors of their economic development. The 
intemational integration endeavours are to a large extent detennined also by the present 
economic siruation in the former Soviet Union. Now there exist severa! altemative models 
of the further economic development in the Republic of Latvia and cach of them should 
differently impact the enterpreneurship and the management styles and practices in the 
intemational market. The conditions for intemational activities are closely coMected 
with the relations between the state and private business, as well as the govemmental 
foreign ecenomic policy and legislation. The Soviet command economic system does not 
exist any more in the Baltic states, but the new market system has not becn created yet, 
and therefore managers in these countries tend to approach intemational markets under 
conditions which are very complicated and not always understandable for Westem 
managers. 

109 



FREE ECONOMIC ZONES: CHINESE MODE OF 
BREAKTHROUGH TO WORLD MARKET 

Sergei Manczhev 

IIIStitłlle of Far East Stlldia, . 
Moscow, Russia 

The aim of the paper is to analyse the Otincse experiencc of setting up FEZ Free 
Economic Zoncs and assess lheir efficiency in opening up national cconomy ud its 
systemie market transformation through a scquence of steps. 11le set of IOpics due to 
discussion includes: initial conception of the open-type and regulation of business activity; 
relations with intemational and domestic markets; cconomic, technological and 
socially innovative efficiency; problcms and obstacles to FEZ cfficicncy powch 
within transitional «cnomic system. Thc basie assumption of dię papci- is that bcm& a 
hardcore of intcmational economic coopcratioa the nced for cffcctive uti1izaóon of 
forcign investmcnt dcspite possible political Ouctuations in the rccipicnt country 
cntails a number of far reaching conscqucnces w:ithin the framework of 1n11sitional 
planncd-markct cconomic system. Thc growing cconomic opcnncu of Oiina and of 
othcr transitional cconomics should be propcrly supponcd by dcą> reform& and 
systemie chan ges including fonnation of mixcd cconomy, tx-oad dcvelopment of marbt 
mcchanisms and relations, rational regulatiÓn of social environment. 
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fflE ROLE OF FOREIGN INVESTMENTS IN mE MARKET 
ECONOMY TRANSFORMA TIONS: 

fflE CASE STUDY OF RUSSIA'S EXPERIENCE 

Natalya Onatovskaya 

Russian Academy of Sc~nces, 
Moscuw, Russia 

One of the most important new dcvelopmcnts during the past few ycars has bccn the 
emergencc of Eastern Europe and the USSR as most important host arcas for foreign direct 
investments. All countries of that area have now introduccd or improvcd laws and 
regulatins aimod at attracting foreign invcstments, typically in the form of joint venturcs. 
In addition, free cconomic zones arc establishing. The loca! partner takes carc of the 
infrastructure, stuff and dcalings with ofticial agencies, banks and suppliers. The foreign 
panner contributes know-how in technology, production, sales, marketing and 
management. Such joint venturcs arc bccoming the growth ccntres for free market idcas 
and actions, they play an important role in resttucturing Eastern European cconomies, 
and provide mechanisms for further integration into the international division of labour. 

l3ut, due to some cconomic problcms and political instability ,joint venturcs in theUSSR 
constitute a difficult form of intemational coopcration bccausc of the cliffcrcnccs in 
traditions, interests and the balancc of power bctwccn the partners. The daily problems arc: 
inadequacies of the pńce systems, Jack of convertibility of the natinal currcncy, low 
flexibility of the I ocal suppliers, and bureaucracy. 
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PRECONDffiONS FOR TRANSffiON FROM STATE ECONOMY 
TO MARKET ECONOMY IN THE REPUBLIC OF LATVIA 

Tatiana Muravskaya 

Uruv~rsity of U mea, 
Umea. SWf!den 

A notion of the Soviet economy as state economy bascd on the command methods of 
management applicable to a charactCTistic of the economic system of the Bal tie statcs. 

Latvian economy represents inertial system. This can be explaned by the domination of 
state cnterprises in all areas of economic activity, discrepency between the sbucture of 
national economy and the intcrests of the Latvian Republic and lack of market morivation 
among workers. 

The basie lega! regulation clements of market economy arc "forming in lhe Latvian 
Republic. Priority of private propeny has been dcclared but rates of privatization are not 
enough to provide irreversibility of the denationaliz.ation proccss. The spiral inflation is 
accompanied by dccline in production rales. Under stagnation conditions large-scale 
private investmcnts arc limited and low-effective. 

Absence of the dynaric and flcxible market infrasttucture is one of the major obstacles 
on the path of acceleration and deepcning of the economic refonns. Thcrcfore, invcsmw::nts 
in the infonnation and commercial infrastructure whlch will be able to providc stable links 
with cen tres of world commodity and stock exchangc markets will be of primc importancc. 
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mE ROLE OF FOREIGN ECONOMIC RELATIONS IN mE 
TRANSITION TO ADV ANCED MARKET ECONOMIBS: CASE 

STUDY OF ASIAN NC's 

V D. Andrianov 

VNIKJ, Moscow, Russio 
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TO THE SYSTEM ANAL YSIS OF THE DEVELOPING ECO NOMY 
THE INTERNATIONAL TRADE AND ECHANGE RA TE 

MECHANISM MODELLING 

G.B.Moldascheva 

Al-Farabi University, 
Alma-Ata, Kazakhstan 

At new mathematical model is represented is this wńde the mechanism of intemational 
Trade and Echange Ratc of two trading partncrs partners counties their inflance upon the 
charactcr of cconomical developmcnt of panncr-counties. The mechanisms studicd arc 
inhcrenl in the market relations. The model clcarly describes the intcraction of the processes 
ta.king place in the cconomy of trading countries, paymcnt means circulation in the interna! 
marl;:ets of trading countries it possible to analyze of intcmational markets and extcmai 
marl::ets the trade mcchanisrn ifluence on the dcvelopmcnl of non productive process. 

Cases of weakly connectcd economies, cases of specialising cconomies, a case of cqual 
proponions of consumption of the home - used and impon products both for 
intcrcomplemcntary and for intcrchangable home-uscd and import products arc given. In 
this model the charactcristic rcgimcs of the cconomical development of the trading panners 
- countries: a rcgim of coopcrative balanced growth and a rcgim of cydic the important 
macroeconomical factor 'terms of trade' charactcrising relation of quantities of the expon 
and import werc suidied. Quality cffects having bccn rcvealed during the model rcsearches 
correspond to the real cconomy. 
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FOREIGN DIRECT INVESTMENT IN POLAND 

Ewa Sadowska-Cieślak 

Foreign Trade Research Institute, 
Warsaw, Poland 

The paper on foreign direct investment in Poland will prcscnt both, the !egal rcgulations 
and the results of the activities of companies with foreign participation. The law sets out 
provisions for making foreign investments which may assume the form of 
portfolioinvcstments or direct investmcnts, regulatcs contributions to the eąuity, financial 
control, transfer of profits, guarantccs for foreigners, possibilitics of purchasing of land 
and real estates by foreigncrs. Polish lawapplics to employment, labour relations and work 
conditions in companies with forcign sharcholdcrs. 

1ne inflow of foreign capitals to Poland, as well as to other countries, dcpcnds not only 
on attractive legislation and investmcnt opportunities, but also an the legal infrastructure, 
which is one of the factors contributing to the so-callcd invcstmcnt climatc. Prcvention and 
elimination of double taxation of the same taxpayer in two or morc countrics is one of 
crucial elements of this climate. The second ond arc the agrements on mutual promotion 
and protection of investmcnts. 

The last paragraf of my paper will dcscribe the activities of companics with forcign 
participation in Poland in 1991. 
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INTERNATIONAL TRADE BETWEEN THE ADV ANCED AND 
POST-COMMUNIST ECONOMIES: SOME SYSTEM DILEMMAS 

Stanisław Piasecki and Andrzej Strasm 

Po/ish Academy of Sc~nces, 
Warsaw, Poland 

The differences in the levels of economic development between the advanccd and 
postcommunist economies arc one of the most important factors for intemational trade 
but also potentia! sources for intemational tensions and cvcn conflicts.Thc transition from 
command to advanccd market cconomies is not possible without dcep rccesion, 
in ternational trade difficulties, and several other systcms dilemmas which should be 
overcome. lf not. intemational stability could be loosed.In the paper simple system model 
of coopcration of advanccd market cconomy and postcommunist_ cc,onomy is considcred 
and system dilemmas forrnulated. 
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