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Pandemic interrupted a growth episode in “U
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CEE that started in 2015
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CEE suffered a less marked decline in
inward FDI than the EU27

FDIInflows into EUCEE11 Western Balkans
(EURmiIo., 5 largestrecipientg
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What is the effect of Covid-19 on EU-CEE's
attractiveness for foreign direct investors?
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Business challenges
before pandemic

A Labor/skill
shortage

A Increasing wages

A Transition to know-
ledge economy

A Rise of populist-
nationalist politics

A Weakening quality
of institutions

A Fraught relation-
ship CEE- EU

Impact of
pandemic

A Increasing under-
/unemployment

A Accelerated
digitalization

A More corruption

A Growing national-
ism+protectionism

A De-globalization of
supply chains

A Pandemic
management

Attractiveness of

CEE

Opportu-
nities

=

Threats

PAGE 4 SCHUH - POST-PANDEMIC INVESTMENT ATTRACTIVENESS

Attractiveness
of CEE
economies for
foreign
investors

[ EFMD . PNy
“equis RN ascss <GP AMEA



Varied impact of pandemic on business WU

TTTTTTTTTTT
NNNNNNNNNN

challenges for multinationals in EU-CEE

Threats Opportunities

Labour & skills shortage
|

EU funding

Faster digitalization
|

Re-/nearshoring
|

Nationalism/protectionism

Corruption
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Assessing the post-pandemic country
attractiveness in a scoring model
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63
%

Economic recovery

Quality of governance

Attractiveness
of CEE
countries for
FDI

Unemployment %/f Perceived corruption
EU grants (RRF) Pandemic management
FDI momentum + Digitalization
openness 12 preparedness
0
e Importance of e-
Indebtness

commerce
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Baltics are the most attractive targets mainly \VY j
due to labor surplus + high institutional quality

AttractivenessRanking of ELMCEE11

! 6.51 Individualscoreg(1-10) xweights
6
4.87
5
(99}
g3
|_
. o B _
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| 1B
0
LAT LITH EST CRO BG SLK SLV  ROM POL Cz HU
m Economic recovery m Unemployment ® EU funding
FDI momentum m FDI Openness ® Indebtedness
m Quality of governance B Perceived corruption m Pandemic management

m Digitalization preparedness m® Rise of e-commerce
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What makes CEE countries resilient? “U
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A High institutional quality is key for
A Good management of the pandemic
A Building trust in government(s) & authorities
A Making best use of public funds + EU recovery & resilience facility
A Securing investments in the innovation-led economy
A Development of skills needed in an inclusive/green/digitalized/
knowledge-based/globalized economy for
A Adopting frontier technology and productivity gains
A Absorbing the public + EU RRF funds
A Transforming the economy
A Access to funding to weather crisis

A Diversification (economic sectors, imports, exports, FDI)
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Economic indicators

WIRTSCHAFTS
UNIVERSITAT

WIEN VIENNA
UNIVERSITY OF
ECONOMICS

AND BUSINESS

Covid Impact Areas CAM Indicator Explanation Indicator > Attractiveness mm

Economic
Recovery

Unemployment

EU Funding

Tendency Towards
Re- and
Nearshoring

Indebtedness

Projected GDP growth Higher projected GDP growth leads to higher

Unemployment rate

EU recovery grants

FDI Momentum and
FDI Openness

The share of public
debt to GDP

attractiveness.

Before Covid-19 many CEE countries were
plagued by labour shortage. A higher
unemployment rate means that new
investment and business expansion are less
likely hindered by workforce constraints.

Non-repayable grants mean an additional
stimulus to the growth of the economy in the
target sectors.

Countries with a higher FDI momentum and
a higher FDI openness have a better chance
to attract new FDI.

The lower the share of public indebtedness
the higher the fiscal flexibility for the
government.

Average projected GDP

growth of 2021 and 2022

Unemployment rate (most
recent monthly rate)

Grants as percentage of
GDP 2020

Momentum: Change of FDI

inward stock from 2015 to
2019.

Openness: FDI inward stock,

in % of GDP 2019

Public debt to GDP in %
(2020 or 2021)

Spring 2021
Economic Forecast -
European
Commission, 2021

Eurostat, 2021

Recovery Plan for
Europe - European
Commission, 2020

wiiw Handbook of
Statistics 2020

TradingEconomics.com
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Political and technological indicators

WIRTSCHAFTS

UNIVERSITAT

WIEN VIENNA

UNIVERSITY OF
ECONOMICS

AND BUSINESS

Covid Impact Areas CAM Indicator Explanation Indicator > Attractiveness mm

Quality of
Governance

Perceived
Corruption

Pandemic
Management

Digitalization
Preparedness

Importance of e-
Commerce

BTI Governance Index

Corruption Perception
Index (CPI)

Fiscal COVID
Response: Additional
Spending and
Forgone Revenue in
Response to the
COVID-19 Pandemic

IMD World Digital
Competitiveness
Ranking

E-Commerce
Revenue

A high quality of governance ensures the
implementation of activities according to the
publicly agreed upon goals.

High perceived levels of public sector
corruption undermine the recovery efforts and
crisis responses of governments by the

misuse of funds.

Higher spendings by the government to fight
the pandemic reflect a higher commitment
and better funded response to the crisis what
makes investing in the country safer.

A higher scare leads to higher attractiveness
as better digitally prepared countries can
make better use of digitalization initiatives.

A higher share of e-commerce revenues of
GDP reflects entrepreneurial activity and a
higher acceptance by consumers and
businesses of this new channel.

BTI Governance Index
2020 (10=very
good/1=failed)

CPI 2020 score
(100=very clean/0=highly
corrupt)

Fiscal spending as a
percentage of 2020 GDP

Scores of 2020 Ranking

Expected revenue of e-
commerce in relation to
expected GDP 2021

BTI - Bertelsmann

Transformation Index

2020

Transparency
International, 2020

IMF Fiscal Affairs
Department, 2021

IMD World
Competitiveness
Center, 2020

Statista, 2020
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Actual values per indicator and country “U

ECONOMICS
AND BUSINESS

1 BG | cz | CRO | EST | HU | LAT | LITH | POL_| ROM | SLK | SLV

B ot o202 g0ms . 41%  39% 555% 39% 525% 475% 34% 47% 5% 5% 5%

Unemployment rate (latest2021)  51%  32% 7,1% 68% 39% 87% 89% 31% 55% 74% 4,8%

EU grants as % of GDP 2020  10,39% 3,32% 12,78% 3,68% 5.32% 6,82% 4,51% 4,59% 6,51% 6,88% 3,89%

e ange o 15.99% 33,88% 17,23% 43,15% 10,66% 17,68% 25,95% 23,05% 36,56% 20,77% 37.86%

FDI Openness: FDI inward stock, in

SNl 757% 67.9% 484% 861% 59,8% 523% 38% 394% 395% 56,7% 33,1%
indebtedness: “ublie 0eOttoGDP 2359  38,1% 88,7% 182% 804% 435% 47,3% 575% 47,3% 606% 80,8%
Quality of governance: BTI
Governance Index 2020 618 708 604 746 413 7 721 615 48 636 6,72
Perceived corruption: CPI 2020 44 54 47 75 44 57 60 56 44 49 60

score - Transparency International
Pandemic management: Fiscal

Spendlng as % Of 2020 GDP 4,5% 5,40/0 5,3% 3,6% 9,2% 8,70/0 6,5% 7,80/0 2,2% 4,4% 7,2%

Digitalization prep.: IMD World
Digital Competitiveness 2020 96-295 67.450 52,045 70.030 55914 65502 72.932 69.233 53.668 53.261 69.475

Expected revenue of e-commerce in
‘olation to expected GDP 2021 12%  15%  14%  131% 1,05% 1,16% 154% 229% 1,05% 1,12% 1,01
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Scoring model with weighed results

WIRTSCHAFTS
UNIVERSITAT

WIEN VIENNA
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ECONOMICS

AND BUSINESS

| Bc | cz | crRo | EST | WU | LAT | LITH | POL_| RoM | SLK | SLv |

Economic recovery
Unemployment
EU funding
FDI momentum
FDI Openness
Indebtedness
Quality of governance
Perceived corruption
Pandemic management
Digitalization preparedness
Rise of e-commerce
Total score

1
0,8
1
0,3
0,4
0,7
0,72
0,32
0,15
0,54
0,12
6,05

0,8
0,48
0,4
0,4
0,35
0,63
0,84
0,4
0,15
0,63
0,18
5,26
10.

1,2
1,12
1
0,3
0,25
0,28
0,72
0,4
0,15
0,54
0,15
6,11
4.

0,8
0,96
0,4
0,45
0,45
0,7
0,84
0,64
0,1
0,63
0,15
6,12
2.

1,2
0,48
0,6
0,25
0,3
0,28
0,48
0,32
0,3
0,54
0,12
4,87
1.

1
1,28
0,7
0,3
0,3
0,56
0,84
0,48
0,3
0,63
0,12
6,51
1.

0,8
1,28
0,5
0,4
0,2
0,56
0,84
0,48
0,2
0,72
0,18
6,16
3.

1
0,48
0,5
0,35
0,2
0,49
0,72
0,48
0,25
0,63
0,24
5,34
9.

1,2
0,8
0,7
0,45
0,2
0,56
0,6
0,32
0,05
0,54
0,12
5,54

8.

1,2
1,12
0,7
0,35
0,3
0,42
0,72
0,4
0,1
0,54
0,12
5,97
6.

L EMD

1,2
0,64
0,4
0,45
0,2
0,28
0,84
0,48
0,25
0,63
0,12
5,49
7.
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