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Abstract

:

Foreign investment is one of the driving forces of a country’s economy. The global foreign direct investment (FDI) flows in 2020 amounted to USD 1 trillion, but FDI distribution varies from country to country. Here, the questions arise as to what determines the choice of foreign investors, what the countries can do/are doing to attract FDI, and which Baltic states are the most attractive for FDI. Based on the scientific literature analysis, the definitions of FDI and the attractiveness for FDI, as referred to in the empirical study, are reviewed; the factors affecting FDI are singled out, and the methods/models that are applicable for assessing FDI are investigated. The major purpose of the article is to assess the attractiveness of the Baltic states for foreign direct investment. Research methods: comparative analysis of the concepts and methods available in the scientific literature, secondary data analysis, statistical data processing, and multi-criteria evaluation methods. The results of the assessment of the attractiveness of the Baltic states for foreign direct investment that were determined by applying the TOPSIS multi-criteria evaluation method helped to determine a country’s position in relation to its neighbors and revealed the criteria that weaken or strengthen this position. The results of the research can help the leaders of the states to select the relevant measures to improve their state’s FDI attractiveness in relation to other states.
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1. Introduction


Investment is an important indicator of a country’s micro- and macro-economic development and the general economic well-being. The role of investment in economic growth is not limited to an increase in aggregate demand, but also includes a multiplier (investment multiplier) effect. Investment allows beneficiary companies to register higher sales and receive additional profits (Cicea and Marinescu 2020). Effective investment is expected to deliver a positive net present value (Oh and Kim 2018). Not all investment becomes effective in the short run; so, it is usually planned for the long run; the payback period is an important factor when making the final decision. Investment can significantly contribute to the creation of new jobs, the acquisition of new skills, the adoption of new technologies, and the development of scientific research (Sarkodie and Strezov 2019).



After analyzing the models proposed in the scientific literature for assessing a country’s attractiveness for foreign direct investment, it can be stated that the methodological tools are not universal and should, therefore, be adjusted to assess the attractiveness of the EU member states for foreign direct investment, with a special attention paid to small countries. Each model has its advantages and limitations, but the general methodological aspects are common for all models, and the major factors can be considered when forming a new model for assessing a country’s attractiveness for foreign direct investment.




2. The Concept of Foreign Direct Investment


The term “investment” is derived from the Latin word “investio”, which means “to put in” (Valentinavičius 2012). In the scientific literature, investment is described as the “investment of capital” and is aimed at obtaining a future profit (Antonello et al. 2018). In this case, profit is a compensation for not using capital at the present time and the risk that the investment may not pay off or even become unprofitable. Obtaining profit and investing capital are two separate processes that can take place in parallel or in different periods until the moment when the financial funds are compensated for.



Researchers examine different types of investment. For example, Jungmann and Loretz (2019) categorize investment as domestic and foreign by its territorial characteristics and as direct and indirect by the participation in the investment process; the authors pay more attention to foreign direct investment as an investment method. Černius (2011) classifies investment as capital and financial when an investment object is used and as primary investment, reinvestment, and disinvestment when money is used in the investment process. Wang et al. (2019) focuses on the economic benefits that can be obtained from investment and notes that the economic benefits can include cash flows or capital or can be mixed. Ortiz-de-Mandojana et al. (2019) divides investment by duration into long-term and short-term. The scientific literature analysis reveals that investment can be classified in different ways based on different criteria.



According to the European Commission, investment is an action aimed at expanding a business or getting closer to customers in other economically efficient areas. Investment, according to Shang et al. (2021), is a monetary decision or a tool intended to maximize profits and minimize losses, and it comprises a selected level of risk. Mirza and Stephens (2020) believe that investment is the transfer of capital made in the anticipation of more profitable business alternatives, while Grundy and Verwijmeren (2020) argue that investment is the allocation of funds to tangible assets that need to be monitored but should become profitable.



Generalizing the definitions of investment provided in the various scientific sources, it can be stated that investment is the allocation of monetary funds to material assets or to the provision of services in the hope that this decision will generate profit in the future. Investment can be classified with the consideration of a number of characteristics that are important to an investor and a recipient of the investment.



Investors assess an object’s attractiveness for investment depending on the activity area, the capital they want to invest, and the goal they want to achieve by investing. Most of the time, investors look for a new investment object because they expect to obtain higher profits or bear lower costs, but they can also select from several or more objects that are worth investing in.



According to Bayar et al. (2020), foreign direct investment (FDI) is a tool for countries to raise their competitiveness and promote economic growth through the acquisition of new skills. The European Commission (Baiashvili and Gattini 2020) states that FDI refers to the establishment or acquisition of a company in another country. Burns et al. (2017) sees FDI as an economic stimulus for low- and middle-income countries. Sadeghi et al. (2020) suggests that FDI is an element of globalization that allows investors to produce goods and provide services from anywhere in the world. Bojnec and Fertő (2018) propose that FDI is a process that allows the internationalization of the economy, while Alina (2018) indicates that FDI refers to a long-term economic relationship, when an investor from another country can have a significant impact on the entity in which the investment is made. Kearney (2021) notes that FDI is a type of investment that is based on long-term relationships and an investor’s interest in another economy.



FDI is classified as horizontal and vertical. Horizontal investment is generally stimulated by the potential to exploit the (absolute) size of the target market and/or to reduce trading costs. Vertical investment is related to the different production capacities of specific companies and the differences in resources possessed by particular countries. Thus, the fragmentation of the production chain results from the exploitation of international factors and price differences (Jungmann and Loretz 2019).



In theory, capital should flow from advanced economies to developing economies, and this tendency should continue until the return on investment becomes equal. In practice, most FDI is made in advanced economies, although the highest returns can be earned in developing ones (Ly et al. 2018). FDI inflows in developing economies promote innovation, contribute to the reduction in the unemployment rate, stimulate faster economic development, and accelerate the modernization of production technologies (Simelyte et al. 2017). These factors are undoubtedly associated with better exploitation of a host country’s potential, but developing economies often face difficulties in attracting new investors.



The analysis of the FDI concepts (Table 1) proposes that FDI is interpreted as an economic instrument based on long-term economic relations or as a process where an investor can transfer the capital and the knowledge accumulated in various areas to a country receiving the investment (Kanapienytė and Činčikaitė 2022). Most often, the capital and the knowledge are transferred after establishing a branch or a subsidiary or after having acquired a company operating in another country.



The Factors Affecting FDI


The most common investment attractiveness indices proposed by the scientific literature are as follows: the global foreign direct investment country attractiveness index (GFICA), the foreign direct investment confidence index (FDICI), the venture capital and private equity country attractiveness index (VPCE), and the global attractiveness index (GAI).



Inward and outward FDI has an impact on domestic economic development and growth (Agnihotri 2019). Outward FDI affects domestic economies in terms of the effect of scale, competition, and knowledge. It helps companies in other countries expand their businesses by providing them with technological and trade benefits. Foreign direct investment helps companies improve efficiency and modernize their production processes.



In the context of the free market, the role of FDI in national economic development has been emphasized for a long time. FDI covers the organizing of new production and the acquisition of existing companies or factories, as well as the creation of joint ventures in a country other than the investor’s country. FDI, acting as long-term investment, affects economic growth, which is understood as a long-term trend of increasing production and consumption in a country. Many researchers agree with the opinion that FDI promotes national economic growth both internally (through technology and management practices, greater investment resources available to industry, and the reorientation of the consumption of imported products to the consumption of goods produced by foreign capital companies) and externally (Hnatenko et al. 2020). At the same time, it is worth emphasizing that developed and developing countries have somewhat different factors affecting the attraction of FDI inflows. Most of the time, FDI inflows are affected by similar factors, but there are cases when a certain factor has no effect on a developing or a developed country.



When researching developing countries, quite a lot of attention is paid to the role of institutions in FDI inflows. In this context, FDI inflows are commonly analyzed from three perspectives: the aspect of specific institutions, the significance of institutional quality, and the composite institutional impact indicator (Kurul and Yalta 2017). The aspect of specific institutions is important because corruption has a negative impact on FDI location choices, especially with regard to multinational enterprises, because it raises business costs and perceptions of uncertainty (Milesi-Ferretti and Tille 2011). For this reason, democratic countries tend to attract more FDI than authoritarian ones. The significance of institutional quality indicates that low corruption and nationalization risks, as well as considerably smoother contract enforcement, stimulate FDI inflows, while ineffective institutions, a lack of legal services, and political instability deter FDI inflows (Okada 2013). The composite institutional impact indicator, which is constructed by combining different dimensions of institutional variables, such as bureaucracy, corruption, political instability, and the effectiveness of the legal system, indicates that certain combinations can have either a positive or a negative effect on FDI inflows (Buchanan et al. 2012).



Samborskyi (Samborskyi et al. 2020) perfectly classified the characteristics of a country receiving foreign direct investment. The author divided FDI determinants into four groups. Each group had between three and eight individual indicators that could positively or negatively affect FDI inflows; the author also presents the indicators that affect developing economies but have no impact on developed ones, and vice versa.



The table of the specific characteristics of a host country, compiled by Samborskyi, allows a comparison of the significance of a country’s major features and indicators to investors. Some of the features are repeated in more than one category and may provide different results in a different category. An investor has to consider which category is more important. For instance, a country’s market size always has a positive effect on FDI in developing economies and a positive or no effect in developed economies. The private sector share of GDP and the absolute wage rate have no significant effects. It can be stated that production factor prices have a negative impact on investors in both developed and developing economies. The effects of the comparative advantages are considered positive in both types of economies, except for the exchange rate, which can have a negative impact due to its instability. The indicators representing institutional characteristics can be either positive or negative. For instance, tax exemptions are viewed negatively in developing economies but have no effect in developed economies, while trade barriers are viewed negatively in both types of economies. Economic openness is a positive feature of developing economies but is not significant in developed ones.



Before making an investment in a country, investors very carefully assess the potential threats and risks. They know what indicators need to be considered and what profits and growth can be expected in the future. The countries that expect to attract investment try to present the most favorable indicators and thereby interest potential investors. A lot of information and many indicators are now publicly available, making it easy for investors to compare economies and find the most attractive option (Lahrech et al. 2020). Sometimes an investment in a developing economy can seem riskier, especially if an investor is not convinced about the competences of the labor force or is a pioneer in a particular business area. Developing economies often seem more attractive because of lower costs, but other indicators, such as political instability or poor infrastructure, can be extremely unfavorable, and then an investor will select a developed economy as a safer and more stable option.



When assessing countries as a target for investment, the most common accounting methods are also considered. An investor finds it easier to compare several options if a standardized accounting system is used. Previous studies show that the international financial reporting standards adopted in target countries have a significant impact on the level of FDI inflows and returns, depending on the degree to which the international financial reporting standards are applied (Golubeva 2020).



Summarizing the propositions in the literature focused on the factors affecting FDI inflows (see Table 2); it can be stated that investors tend to look for large markets where production and labor are relatively cheap; investors are also interested in tax exemptions; they expect a target country to be politically stable, to have non-corrupt institutions, an open economy, a well-developed infrastructure, and to allocate funds for research and development. Despite all their expectations, investors tend to use various methods for assessing investment attractiveness and to prioritize economies before making the final investment decision.





3. Methodology


The major purpose of the research is to assess the attractiveness of the Baltic states for foreign direct investment by applying the TOPSIS (the technique for order of preference by similarity to ideal solution) method; weight coefficients are assigned with consideration of the expert evaluation results obtained after applying the AHP method. Based on the scientific literature analysis, the major factors affecting FDI were identified, and the model was developed (RTUI):
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(1)




here:




	
w1 … wn—weight coefficients;



	
R1—factor of population;



	
R2—factor of market size;



	
R3—factor of GDP per capita;



	
R4—factor of unemployment;



	
R5—factor of education;



	
R6—factor of energy consumption;



	
R7—factor of transport infrastructure;



	
R8—factor of communication infrastructure;



	
R9—factor of ease of doing business;



	
R10—factor of FDI inflows;



	
R11—factor of trade openness;



	
R12—factor of inflation;



	
R13—factor of bribery and corruption;



	
R14—factor of political stability;



	
R15—factor of property rights;



	
R16—factor of regulatory quality;



	
R17—factor of government efficiency;



	
R18—factor of the rule of law;



	
R19—factor of income tax rates;



	
R20—factor of research and development costs;



	
R21—factor of labor costs.








The expert evaluation was conducted between 1 July and 31 July 2022. Seven persons representing government institutions and commercial banks participated in the expert evaluation. To process the data of the expert evaluation, the AHP method was applied to estimate the indicator weights, i.e., the significance. The AHP method was carried out in a few stages.



First, the column sum of the pairwise comparison matrix was calculated:


   C i  =   ∑   i = 1  m   c  i j    



(2)







Second, the matrix of the paired scores was normalized:


   x  i j   =    c  i j      C i     



(3)







Next, the criteria weight coefficients were estimated:


   w j  =     ∑   j = 1  n   x  i j    n   



(4)




here:




	
    ∑    j = 1   n   x  i j     —the row sum of the normalized matrix;



	
N—the number of criteria;



	
wj—the weight of a single criterion.








Then, the significance of the AHP was verified:


  C . R . =   C . I .   R . I .    



(5)




here:




	
n—the number of indicators;



	
C.I.—compatibility index;



	
R.I.—the value of T. Saaty’s coefficients.








The TOPSIS is a simple multi-criteria decision-making method. Its idea, introduced by Yoon and Hwang in 1981, is that “the optimal alternative has the smallest distance from the ideal solution and the largest distance from the ‘negatively ideal’ solution”. This method is widely used to complete decision making. This is because the method is simple, easy to understand, and computationally efficient and has the ability to measure the relative performance of alternative solutions (Rahim et al. 2018).



The calculation steps in the TOPSIS method are as follows (Łatuszyńska 2014).



First, a normalized decision matrix is developed (see Formula (6)).


   r  i j   =    x  i j         ∑   i = 1  m   x  i j  2       



(6)




here:




	
rij—a standardized matrix with criteria weights wj = w1, w2, w3, …, wn;



	
wj—the criterion weight for all js and ∑j = 1 wj = 1.








The ideal solution matrix, which considers the ideal positive (see Formula (7)) and the ideal negative (see Formula (8)) solutions, is developed by the following formula:


   A +  =  {   v 1 +  ,   … ,    v n +   }  =  {   (  m a  x i   v  i j   | j ∈  I ′   )  ,  (  m i  n i   v  i j   | j ∈  I ″   )   }   



(7)






   A −  =  {   v 1 −  ,   … ,    v n −   }  =  {   (  m a  x i   v  i j   | j ∈  I ′   )  ,  (  m i  n i   v  i j   | j ∈  I ″   )   }   



(8)




here:




	
I′ is related to the benefit criteria;



	
I″ is related to the cost criteria;



	
v—denotes normalization of the weight matrix, vij = wj*rij;



	
A+—a positive ideal solution matrix;



	
A−—a negative ideal solution matrix.








Next, the distance from the positive ideal solution (see Formula (9)) and the negative ideal solution (see Formula (9)) is calculated:


   s i +  =     ∑   j = 1  n     (   v  i j   −  v j +   )   2     



(9)




here:




	
si+—an alternative distance from the positive ideal solution, where i = 1, 2, 3, …, m;



	
v—normalization of the weight matrix.










   s i −  =     ∑   j = 1  n     (   v  i j   −  v j −   )   2     



(10)




here:




	
si−—an alternative distance from the negative ideal solution, where i = 1, 2, 3, …, m;



	
v—normalization of the weight matrix.








The positive ideal solution is estimated by the following function (see Formula (11)):


  C  C i +  =    s i −     s i *  +  s i −     



(11)




here:




	
CCi+—the positive ideal solution;



	
si+—an alternative distance from the positive ideal solution;



	
si−—an alternative distance from the negative ideal solution.








Thus, the rank of the alternatives is obtained. Alternative C+ is ranked from its highest to its lowest value. The alternative with the highest value of C+ is the best solution.




4. Research Results


After the expert survey, the compatibility of the opinions was evaluated by using the AHP method. The evaluation confirmed (CR = 0.03) that the results of the survey can be trusted and applied in the next steps of the investigation.



Based on the calculations performed, weight coefficients were assigned to each factor (see Table 3).



To comprehensively assess the attractiveness of the Baltic states for FDI, the dynamics of the relevant indicators in three Baltic states during the period of 2010–2020 was analyzed.



Figure 1 indicates that the population in the Baltic states tended to decrease during the period under consideration. Only in Estonia are the changes in this indicator comparatively insignificant. The largest population decline is observed in Lithuania.



The data in Figure 2 show that GDP per capita varied significantly in Estonia during the period considered. A very similar change can be observed in Lithuania and Latvia (from 2010 to 2011, the GDP per capita slightly decreased; from 2011 to 2015, it was constantly growing; in 2016, it slightly decreased and started growing again).



The data in Figure 3 indicate that foreign direct investment in the Baltic states fluctuated during the period under consideration and was negative in Lithuania and Latvia in 2010 and in Estonia—in 2016.



The most significant changes in government effectiveness during the period under consideration can be observed in Latvia and Lithuania, which caught up with Estonia and even outperformed it in 2016 (Figure 4).



The fluctuations in the research and development expenditure indicator were similar in all three Baltic states during the period under consideration. The highest rates were recorded in Estonia, while the lowest—in Latvia (Figure 5).



After reviewing the dynamics of the relevant indicators and proceeding further into the research, we employed the TOPSIS method to assess the positions of the Baltic states in terms of their investment attractiveness (see Table 4).



The results in Table 4 show that the Baltic states slightly changed their positions in terms of investment attractiveness during the period under consideration (2010–2020). During the entire period, Estonia remained the most attractive state for FDI, followed by Lithuania and Latvia. Only in 2011 was a noticeable change between the second and third positions observed. Thus, the results propose that the Baltic states remain relatively stable in terms of their attractiveness for FDI. One of the robustness checks of the multi-criteria methods is the sensitivity analysis with respect to weights. In this article, we chose to evaluate the reliability of the multi-criteria decision, taking into account the change in the weighting factor (Podvezko 2006). Expert evaluations are stochastic in nature: changing, for example, the composition of the expert group will change both the values of the indicator evaluations and the corresponding ranking table. Thus, in order to check whether the results obtained are sensitive to the change in the weighting factor, the assessment of the investment attractiveness of the Baltic states was repeated using the TOPSIS method (with the same weighting factors).



The opposite results were obtained when equal weight factors were used. The results in Table 5 indicate that the positions of the Baltic states in terms of their investment attractiveness were not as stable as in Table 4. The significant changes can be observed in every position, and the leading country dropped to the third position in 2015 and 2020.




5. Conclusions and Discussion of the Findings


	
Based on the results of the scientific research, the concept of investment is defined as the allocation of monetary funds for material assets or the provision of services, with the expectation that this decision will become profitable in the future.



	
Investment attractiveness is not a completely static concept. Most of the authors analyzed perceive investment attractiveness as an indicator that shows the accessibility of the region, the resources, and the infrastructure, the advantage over competitors, and the specific benefits related to the area.



	
There is no unified investment attractiveness instrument; considering that investment attractiveness is influenced by many different factors, the author of the article sought to comprehensively assess the investment attractiveness of the Baltic states by using multi-criteria methods, including the following factors: population, market size, GDP per capita, unemployment, education, energy consumption, transport infrastructure, communication infrastructure, ease of doing business, trade openness, FDI inflows, inflation, bribery and corruption, political stability, property rights, quality regulation, government efficiency, the rule of law, income tax rates, research and development costs, and labor costs.



	
After evaluating the attractiveness of the Baltic countries for FDI, Estonia can be said to remain the most attractive for FDI throughout the considered period (2010–2020). The evaluated results for Latvia and Lithuania changed only in 2011, when Lithuania was in the third position and Latvia in the second position.






There is a lot of cross-sectional research on foreign direct investment: Impact of foreign direct investment on the country economy Assessment for competitiveness (Danilevičienė and Lukšytė 2017); Human Capital and FDI Inflow: An Assessment of the African Case (Cleeve et al. 2015); Aid, Infrastructure, and FDI: Assessing the Transmission Channel with a New Index of Infrastructure (Donaubauer et al. 2016); Connections between FDI, Corruption Index and Country Risk Assessments in Central and Eastern Europe (Iloie 2015); Foreign direct investment and regional economic development in Russia: an econometric assessment (Iwasaki and Suganuma 2015); and many more. The abundance of research shows the relevance and versatility of the chosen object. In continuing the research, it would be possible to assess the attractiveness of the investments of the regions and to observe the differences between them.
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Figure 1. Population dynamics in the Baltic states over the period of 2010–2020. 
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Figure 2. GDP per capita dynamics in the Baltic states over the period of 2010–2020. 
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Figure 3. Foreign direct investment dynamics in the Baltic states over the period of 2010–2020. 
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Figure 4. Government effectiveness dynamics in the Baltic states over the period 2010–2020. 
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Figure 5. Research and development expenditure dynamics in the Baltic states over the period of 2010–2020. 
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Table 1. FDI concept explanation. 
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	Author
	Concept Explanation





	(Bayar et al. 2020)
	FDI is a means for countries to gain new experience and management skills and to adjust to new production methods and thus raise competitiveness and promote economic growth.



	(European Commission 2010)
	FDI refers to the establishment of an investor’s company or the acquisition of a company (or a controlling stake in a company) in another country.



	(Burns et al. 2017)
	FDI is a widely recognized economic tool for promoting economic growth, higher wages, and generally better working conditions in low- and middle-income countries.



	(Sadeghi et al. 2020)
	FDI is a key element of globalization and the combination of capital, technology, management, and entrepreneurship that allows investors in a source country to produce goods and services elsewhere.



	(Bojnec and Fertő 2018)
	FDI is one of the processes through which the economy is internationalized.



	(Alina 2018)
	FDI is a long-term economic relationship related to an investor’s long-term interests in an economic entity located in a country other than the investor’s country.



	(Kearney 2021)
	FDI is a type of investment that involves a long-term relationship and represents the long-term interest and control of a resident in one economy over an enterprise (a FDI recipient, a subsidiary, or a foreign subsidiary) in another economy.



	(Hlaváček and Bal-Domańska 2016)
	FDI refers to investment where the largest part of the resources transferred is real capital, allowing an investing company to obtain full or partial control, respectively, as well as the right to participate in decision making when its share exceeds 10 percent of the total property.



	(Lenaerts and Merlevede 2018)
	FDI refers to investment providing long-term economic benefits, on the basis of which the relationships and interests between a direct investor and a direct investee are formed.
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Table 2. The factors affecting FDI.
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	Factors
	Studies





	Population
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Market size
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	GDP per capita
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Unemployment
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Education
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Energy consumption
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	Transport infrastructure
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Communication infrastructure
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	Ease of doing business
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Trade openness
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	FDI inflows
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Inflation
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	Bribery and corruption
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Political stability
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Property rights
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Regulatory quality
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	Government efficiency
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)



	The rule of law
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	Income tax rates
	(Avetisyan 2020; Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Pantelidis and Nikolopoulos 2008; Younsi and Bechtini 2019)



	Research and development costs
	(Pantelidis and Nikolopoulos 2008; Maza and Villaverde 2015; Avetisyan 2020)



	Labor costs
	(Bruneckienė 2010; Kersan-Skabic 2015; Kurul and Yalta 2017; Paul et al. 2014; Younsi and Bechtini 2019)
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Table 3. Weight coefficients.
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	w1
	w2
	w3
	w4
	w5
	w6
	w7
	w8
	w9
	w10
	w11
	w12
	w13
	w14
	w15
	w16
	w17
	w18
	w19
	w20
	w21





	0.08
	0.08
	0.08
	0.04
	0.04
	0.04
	0.04
	0.08
	0.025
	0.025
	0.025
	0.025
	0.03
	0.03
	0.03
	0.03
	0.03
	0.03
	0.08
	0.08
	0.08
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Table 4. Assessment of investment attractiveness of the Baltic states based on the TOPSIS method (with different weight factors).
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	2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020





	Estonia
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1



	Lithuania
	2
	3
	2
	2
	2
	2
	2
	2
	2
	2
	2



	Latvia
	3
	2
	3
	3
	3
	3
	3
	3
	3
	3
	3
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Table 5. Assessment of the investment attractiveness of the Baltic states based on the TOPSIS method (with equal weight factors).
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	2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020





	Estonia
	1
	3
	1
	1
	3
	2
	1
	1
	1
	1
	2



	Lithuania
	2
	1
	3
	3
	1
	3
	2
	2
	3
	3
	3



	Latvia
	3
	2
	2
	2
	2
	1
	3
	3
	2
	2
	1
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