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 Abstract. Foreign direct investment (FDI) has become a key source of economic growth for the Balkan countries, 
offering vital funding for development initiatives. Therefore, the purpose of this study was to examine the dynamics 
of FDI in Serbia, North Macedonia and Montenegro from 2000 to 2023. An econometric model was used to conduct the 
research, namely, the relationship between FDI and economic growth in the region was analysed. A multiple regression 
model was developed that includes gross domestic product growth as the dependent variable. It was established that 
significant fluctuations in the rates of economic growth are characteristic of all three countries during this period. 
Serbia has shown particular resilience, with positive growth rates prevailing in most years. Key sectors attracting FDI 
were also identified, including services, manufacturing, automotive, IT, agriculture, energy and tourism. The obtained 
results emphasised the importance of reforms aimed at business development, infrastructure development and regional 
integration, especially with the EU, as critical factors in attracting FDI. In addition, diversification of FDI sources 
was emphasised with increased investments from China, Turkey and the United Arab Emirates, which complement 
traditional investors from the EU. More than 60% of foreign investment in Serbia has been found to be concentrated in 
the services sector, while North Macedonia has successfully attracted investment in high value-added industries such 
as information technology and engineering. These findings are consistent with established economic theories about the 
impact of FDI on growth, while providing specific insights into the Balkan context. It found that a 1% increase in FDI 
was associated with a 0.3-0.5% increase in gross domestic product in the Balkan countries studied. The obtained results 
can become the basis for future political decisions and investment strategies in the region

  Keywords: investment sectors; regional integration; investment incentives; infrastructure development; energy 
projects
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This study found the positive effects of technological and 
knowledge spillovers from foreign investors to local firms, 
but also highlighted the importance of the absorptive ca-
pacity of local economies to maximise these benefits. This 
raises the question of the readiness of the Balkan econo-
mies to effectively use the potential of FDI for technologi-
cal development and increasing competitiveness.

During the literature analysis, several key areas of re-
search in the field of FDI and economic growth in the Bal-
kans were identified. Taking into account the identified 
gaps in existing research and modern economic challenges, 
the purpose of the article was to carry out a comprehensive 
analysis of the relationship between direct foreign invest-
ment and economic growth in the countries of the Balkan 
region in modern conditions. The study was aimed at iden-
tifying key factors influencing the effectiveness of FDI in 
stimulating economic development, and developing recom-
mendations for optimising investment policy in the region.

 LITERATURE REVIEW
In the modern economic literature, the study of the rela-
tionship between FDI and economic growth in the Balkans 
attracts considerable attention of scholars. This region, 
with its unique history and economic challenges, is of par-
ticular interest for studying the impact of FDI on the devel-
opment of transition economies. A. Lazaj (2023) has made 
a significant contribution to the study of FDI in develop-
ing countries, particularly in the Western Balkans. This 
work focuses on the role of institutions, characteristics of 
host countries, and market entry strategies to attract FDI. 
E. Istrefi & J. Imeraj (2022) emphasised the importance of 
the institutional environment for the effectiveness of FDI, 
which is particularly relevant for the Balkan countries with 
their complex history of transformations. E. Zaimaj (2023) 
specialises in the study of FDI flows in the Western Balkans 
region. This work analysed the causes and consequences of 
FDI, as well as the challenges and potential for investment 
in the region. M. Hasani & B. Hasani (2023) found that the 
quality of institutions and macroeconomic stability are key 
factors influencing the attractiveness of Balkan countries 
for foreign investors.

Research by S. Mucha & B. Fetai (2023) covers a wide 
range of issues related to FDI in the Western Balkans, in-
cluding an analysis of FDI patterns, their impact on eco-
nomic development and their role in the transition of 
countries in the region to a market economy. A.M. Fazaal-
loh  (2024) emphasised the importance of the sectoral 
structure of FDI for long-term economic growth. B. Musta-
fa & S. Abdullahu (2024) focus on the relationship between 
FDI and economic growth, the role of FDI in job creation 
and its impact on productivity. Researchers have focused 
on the relationship between FDI and economic growth, the 
role of FDI in job creation, and its impact on productivi-
ty. A study by A. Toska & B. Fetai (2023) demonstrates the 
positive impact of FDI on economic growth in the Balkan 
countries, but also points to the need for complementary 
policies to maximise this effect.

A. Hajdini et al. (2023) conducted an analysis of fac-
tors influencing FDI in the Western Balkans, focusing on 
market size, labour costs and institutional quality. Their 
research found that institutional quality is a particularly 

 INTRODUCTION
In the conditions of a changing global economic environ-
ment, the study of the relationship between foreign direct 
investment (FDI) and economic growth in the Balkans has 
become particularly relevant. The Balkan region, histori-
cally characterised by political instability and economic 
challenges, has undergone significant transformations 
aimed at integration into the European and world econo-
my. After the 2000s, the countries of the Balkans began to 
implement large-scale economic reforms aimed at creating 
a favourable investment climate and stimulating economic 
growth. Before the global financial crisis of 2008, the region 
demonstrated impressive rates of economic development. 
However, the crisis revealed the structural weaknesses of 
the economies of the Balkan countries, emphasising the 
need for further reforms and diversification of sources of 
economic growth.

The issue of sectoral distribution of FDI and its impact 
on various sectors of the economy of the Balkan countries 
remains insufficiently studied. M.  Radulović & M.  Ko-
stić  (2024) focused on the paradox of the relatively low 
level of FDI in the region, despite significant efforts to im-
prove the investment climate. Their research highlighted 
the need for a deeper analysis of the factors influencing 
investment decisions in the context of the Balkan econ-
omies. F. Chen & G. Jiang (2023) examined the impact of 
institutional quality on FDI inflows, highlighting the criti-
cal importance of the rule of law and anti-corruption in at-
tracting foreign investment. Their findings emphasise the 
need for further improvement of the institutional environ-
ment in the Balkan countries as a key factor in stimulating 
FDI. G.  Lubeniqi  (2023) considered the role of European 
integration in stimulating economic development and at-
tracting investments to the region. This study indicated 
the positive impact of the prospect of EU membership on 
the investment attractiveness of the Balkan countries, but 
also emphasises the need for further structural reforms 
to maximise this effect. Special attention was paid to the 
impact of global economic crises on FDI dynamics in the 
region. A. Maksić et al. (2023) analysed in detail the con-
sequences of the 2008 financial crisis for the economies 
of the Balkans, identifying significant structural problems 
that became evident during the crisis. This study empha-
sised the need to study the resilience of the Balkan econ-
omies to external shocks and the role of FDI in ensuring 
economic stability.

L. Benfratello et al. (2023) indicated an uneven distri-
bution of investments between sectors, which may have 
long-term consequences for the economic development of 
the region. However, detailed analysis of this aspect in the 
context of current economic trends remains limited, creat-
ing an important research gap. A. Steinbach (2024) empha-
sised the importance of regional cooperation for increasing 
the investment attractiveness of the Balkans. However, the 
specific mechanisms and results of such cooperation, es-
pecially in the context of attracting FDI and stimulating 
economic growth, remain insufficiently researched. This 
opens up a promising direction, especially given the grow-
ing trend toward regional integration in the global econ-
omy. D. Derado & D. Horvatin (2023) investigated the im-
pact of FDI on the productivity of local firms in Central and 
Eastern European countries, including some Balkan states. 
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important factor in attracting FDI to the region. S. Klai-
qi et al. (2023) investigated the relationship between FDI 
and economic growth in the Western Balkans, analysing 
the impact of FDI on regional gross domestic product 
(GDP), employment and productivity. Their findings con-
firm the positive impact of FDI on economic growth, but 
also indicate the heterogeneity of this impact in differ-
ent sectors of the economy. L. Hoxhaj & D. Qehaja (2024) 
conducted a comprehensive study of the determinants 
of FDI in the Western Balkans, finding that despite the 
improvement in the investment climate, the level of 
FDI in the region remains lower than expected. A study 
by V.  Disha & B.  Fetai  (2024) emphasised the need for 
further institutional reforms to increase the attractive-
ness of the region for foreign investors. A. Branković & 
S. Sarajčić (2024) focused on the influence of the quality 
of institutions on the inflow of FDI in the Balkan coun-
tries. Their study found a strong correlation between in-
dicators of the rule of law, control of corruption, and the 
amount of FDI flowing into the region.

S. Kurtović et al. (2023) investigated the impact of FDI 
on the productivity of local firms in Central and Eastern 
European countries, including the Balkan states. They 
found positive effects of technology spillovers from foreign 
investors, but also emphasised the importance of absorp-
tive capacity of local economies. Y.  Wu  et al.  (2023) ana-
lysed the impact of FDI on environmental efficiency in the 
countries of the region. Their research revealed a complex 
relationship between FDI and environmental performance, 
emphasising the need to develop policies to attract “green” 
investment. S.  Berisha & X.  Sopi  (2023) studied the im-
pact of European integration on FDI flows to the Balkan 
countries. It was found that the prospect of membership 
in the EU significantly increases the attractiveness of the 
countries of the region for foreign investors. V. Bucevska & 
A.  Naumoski  (2023) conducted an analysis of the impact 
of FDI on economic growth in Serbia, revealing a positive 
but heterogeneous impact of different types of FDI on the 
country’s economic development.

I.  Nikolić & M.  Maksimović  (2024) analysed the im-
pact of FDI on the labour market in the Balkan countries, 
focusing on job creation and skills transfer. S.  Zeković & 
A.  Perić  (2024) investigated geographical patterns of FDI 
distribution in the Balkans, revealing significant regional 
disparities in investment attraction. M.  Cingolani  (2023) 
conducted an analysis of the sectoral distribution of FDI in 
the Balkan countries, revealing the growing role of invest-
ments in the service sector and high-tech industries. These 
studies form a comprehensive picture of the impact of FDI 
on the economic growth of the Balkan countries, highlight-
ing both the positive effects and the challenges associated 
with the attraction and effective use of foreign investments 
in the region. They also highlight the need for further re-
search to understand the long-term effects of FDI and de-
velop effective policies to maximise its positive impact on 
the economic development of the Balkans.

 MATERIALS AND METHODS
The study covered the period from 2000 to 2023, focus-
ing on three Balkan countries: Serbia, Montenegro and 
North Macedonia. An econometric model was developed 
and applied to analyse the relationship between FDI and  

economic growth. The basis for developing the model was 
the gravity model of J.A. Frankel (1997), which was mod-
ified to include dynamic aspects of FDI flows. The model 
specification took into account key economic indicators 
and factors affecting FDI and economic growth. The econo-
metric model had the following form:

ln(FDIflowij) = ∝0
 + ∝1 ln(Y) +  ∝2 ln(Yjt)

 + ∝3 ln(Di) + u,  (1)

where i, j, t – respectively: host economy, home economy 
and year t; FDIflow – FDI inflow into host economy coming 
from home economy in year t; Yi(j)t – GDP of host econ-
omy  – home economy, in year t; Dij  – distance between 
economic centers of host and home economies (constant 
for EU Member States during 1990-2009). The inclusion of 
random error εijt made it possible to take into account in 
the study the impact on GDP of all factors, except for cap-
ital, human capital and direct foreign investment, which 
ensured a more adequate reflection of reality in the model. 
The log-log model was used to estimate the elasticity co-
efficients. However, during its use, two key problems were 
discovered. First, variables with zero values could not be 
directly transformed into logarithms, which limited the ap-
plicability of the model. Second, the use of the least squares 
method to estimate the log-log equation led to significant 
biases in the results. To solve these problems, it was de-
cided to replace the zero values with the value $1, which 
allowed to avoid zero values in the collected data and to 
apply a logarithmic transformation.

For the analysis of panel data, the method of fixed ef-
fects was applied, which made it possible to take into ac-
count the individual characteristics of countries that do 
not change over time. This helped the study control for 
unobserved country-specific factors that might have influ-
enced the relationship between FDI and economic growth. 
To solve potential endogeneity problems, the method of 
instrumental variables was applied. As tools, the lag values 
of independent variables were used, which made it possi-
ble to obtain more reliable estimates of the coefficients of 
the model. Data for the study were collected from reliable 
international sources, including the databases of the World 
Bank (“Middle-income trap”…, 2024) and Eurostat (2024). 
The use of these sources ensured the reliability and com-
parability of data between countries and years. To visualise 
the results, graphs and charts were created illustrating the 
dynamics of FDI and economic growth in the studied coun-
tries during the analysed period. The applied methodology 
made it possible to carry out a comprehensive analysis of 
the relationship between FDI and economic growth in the 
Balkan countries, taking into account the specifics of the 
region and modern econometric approaches.

 RESULTS
FDI has played an important role on the economic growth 
of Serbia, The Serbian government’s efforts to draw FDI 
and the results obtained in this area have made the topic 
of FDI an almost constant topic in Serbian politics and the 
media. Authors can better grasp the relationship between 
FDIs and GDP growth with the aid of numerical statistics. 
Serbia experienced fluctuating economic growth rates be-
tween 2000 and 2023. The country witnessed periods of 
substantial expansion, with annual growth rates exceeding 
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6% in several years. However, economic contractions oc-
curred in 2006, 2009, 2012, 2014, and 2020. Overall, Serbia’s 

economy demonstrated resilience, with positive growth 
rates prevailing in most years (Fig. 1).
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Figure 1. GDP growth of Serbia
Source: compiled by the authors based on “Middle-income trap” hinders progress in 108 developing countries (2024), 
Eurostat (2024)

Investment in Serbia’s real economy, which creates 
goods and services, is essential to the country’s economy 
since growth in these areas might help the nation’s con-
sistently negative trade balances. A recurrent issue with 
investment policy is revealed by the sectoral organisation 
of investment in the Serbian economy. The sector of servic-
es, where it is most concentrated, receives more than 60% 
of all foreign investment. In order to encourage econom-
ic growth and development, Serbia has been attempting 
to entice FDI. The Serbian government has carried out a 
number of measures in recent years to enhance the busi-
ness environment and increase the country’s appeal to for-
eign investors. Manufacturing, automotive, IT and software 
development, agriculture, energy, and real estate are a few 
important industries that have drawn FDI to Serbia. The 
nation’s strategic position, affordable labour prices, and 
skilled labour force have all helped to make it appealing to 
foreign investors. Serbia has also ratified a large number 
of free trade agreements and bilateral investment treaties, 
giving investors preferential terms and access to several 
markets. Authors can identify a few key FDI trends in Ser-
bia: In addition to various investments in the automobile 
industry (Fiat, wiring, tires), Chinese businesses have made 
three major investments (in mining and metallurgy), as 
well as Arab investments in agricultural (Fabregue, 2023; 
Lazaj & Duci, 2024).

Recently, Turkish businesses have made investments 
in Serbia’s once-prolific textile and footwear industry. 
Major investments were made by the United Arab Emir-
ates in P&O Port and Air Serbia. The Novi Sad port came 
under the administration of Dubai from the United Arab 
Emirates. On the production side, Siemens took over 
Milanovi Engineering from Kragujevac. Iemens has con-
structed a new facility for the manufacture of aluminium 
passenger coach bodies and will soon begin manufactur-
ing trams. While most FDI manufacturing is geared to-
ward export, some of it is for the home market. Serbia has 

made infrastructure investments in transportation, elec-
tricity, and telecommunications. These developments are 
intended to improve connectivity, logistics, and the gen-
eral business environment in order to attract FDI. Ser-
bia has negotiated and completed a number of free trade 
agreements, giving it access to a huge market and fa-
vourable trading terms. These agreements, which include 
those with the EU and the Central European Free Trading 
Agreement countries, help to attract foreign businesses 
looking to leverage Serbia as a regional trading hub. Ser-
bia’s relative regional stability has been a beneficial ele-
ment in attracting FDI. The country’s geopolitical loca-
tion at the crossroads of Europe adds to its attractiveness 
as a regional investment destination.

FDI has played an important role on economic growth 
of North Macedonia. Here are some key points regarding 
FDI in North Macedonia. Sectors: FDI in North Macedonia 
has been attracted to various sectors, including manufac-
turing, services, energy, automotive, information tech-
nology, and textiles. The country has sought to diversify 
its economy and attract investments in high-value-added 
industries. Countries of origin: FDI in North Macedonia 
comes from a range of countries. Historically, invest-
ments from EU member states, such as Germany, the 
Netherlands, Austria, and Italy, have been prominent. Ad-
ditionally, investments from non-EU countries, including 
Turkey, the United States, Switzerland, and China, have 
increased in recent years. Economic reforms: North Mace-
donia has implemented economic reforms to enhance the 
investment climate. These reforms include improvements 
in the legal and regulatory framework, simplification of 
administrative procedures, and strengthening of investor 
protection. The government has also worked to combat 
corruption and improve governance which are crucial fac-
tors in attracting FDI. Investment incentives: Special eco-
nomic zones have been established to provide additional 
incentives and attract investments in specific regions.
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Skilled workforce: North Macedonia benefits from a 
relatively well-educated and skilled workforce, particu-
larly in the fields of information technology, engineering, 
and languages. The availability of a skilled labour force 
is an attractive factor for foreign investors seeking to 
establish operations or outsource services. Regional in-
tegration: N.  Macedonia’s integration with regional and 
international organisations, such as the EU, has facilitat-
ed foreign investment. Access to regional markets, trade 
agreements, and harmonised business standards are ad-
vantages that can attract investors (Sokil  et al.,  2020). 
Infrastructure development: North Macedonia has in-
vested in infrastructure projects, including transporta-
tion, energy, and telecommunications. These develop-
ments enhance connectivity, reduce logistics costs, and 
provide a supportive environment for businesses. Gene- 
ral trends and elements that were significant at the time  

include the following. Pro-business reforms: to enhance the  
economic climate and draw FDI, North Macedonia has 
implemented a number of measures. Manufacturing and 
export-oriented industries: in the past, North Macedonia 
has drawn FDIs in manufacturing goods, mainly textiles, 
electronics, and food processing. Renewable energy and 
infrastructure: North Macedonia has prioritised invest-
ments in renewable energy initiatives including wind 
farms and solar parks. North Macedonia’s economic per-
formance between 2000 and 2023 was characterised by 
fluctuations. The country experienced periods of growth 
interspersed with contractions. While there were years 
of robust expansion, with growth rates exceeding 5%, 
the economy also faced challenges, including negative 
growth rates in specific years. Overall, North Macedonia’s 
economic trajectory exhibited a varied pattern during this 
period (Fig. 2).

Figure 2. GDP growth of North Macedonia
Source: compiled by the authors based on “Middle-income trap” hinders progress in 108 developing countries (2024), 
Eurostat (2024)
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Montenegro’s economy has grown favourably. Its 
economy had been growing steadily before the COVID-19 
epidemic, with an average yearly growth rate of roughly 
3-4%. To entice investment and advance economic devel-
opment, Montenegro has implemented market-orient-
ed reforms and privatisation initiatives. These initiatives 
seek to boost competitiveness, enhance the business cli-
mate, and expedite administrative processes. Montenegro 
has made investments in the growth of its infrastructure, 
particularly in the areas of transportation and electricity. 
The economic growth of Montenegro has been significant-
ly influenced by FDI. FDI inflows have mostly come from 
nations like Russia, Serbia, and EU member states. High 
unemployment rates, an aging population, corruption, and 
the need for more reforms in the economic environment 
are just a few of the difficulties Montenegro is facing. The 
emphasis on green initiatives and sustainable development 
in Montenegro is rising. The country has implemented re-
forms and initiatives to attract foreign investors and create 
a favourable investment climate. Here are some key points 
regarding FDI in the government of Montenegro offers in-
vestment incentives for foreign investors: the incentives 
may include subsidies, grants, and streamlined adminis-
trative procedures and tax breaks, special economic zones 

and free trade zones have been established to provide addi-
tional incentives and foster investment in specific regions.

FDI in Montenegro has been attracted to various sec-
tors, including tourism, energy, real estate, manufactur-
ing, services, and infrastructure development. The tourism 
sector has been a significant recipient of foreign invest-
ment, driven by Montenegro’s natural beauty and coast-
al attractions. The EU accession process has encouraged 
reforms, provided access to EU funding and support, and 
natural resources and energy: Montenegro has potential 
natural resources, including minerals, water resources, 
and renewable energy sources. FDI has been attracted to 
energy projects, including hydropower, wind farms, and 
solar energy installations. Political stability and busi-
ness environment: Montenegro has maintained political 
stability, which is an attractive factor for these investors. 
The Montenegro’s government has made efforts enhance 
the legal, regulatory framework, and combat corruption. 
Montenegro’s economy exhibited significant growth fluc-
tuations between 2000 and 2023. The country experienced 
periods of rapid expansion, with annual growth rates sur-
passing 5% in several years. However, economic perfor-
mance was uneven, marked by periods of slower growth 
and even contraction. Overall, Montenegro’s economic 
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trajectory during this period was characterised by volatil-
ity (Fig. 3). Montenegro has begun the privatisation of its 
state-owned businesses, providing opportunities for for-
eign investors to invest in a range of industries, infrastruc-
ture, energy tourism etc. FDIs have been drawn in large 
amounts to the Montenegrin tourist industry, with funds 

going toward the development of hotels, resorts, and other 
tourism-related infrastructure (Trusova et al., 2020). FDIs 
have been utilised to build hydroelectric facilities, solar 
parks, and wind farms. Montenegro developed special 
economic zones to draw FDI and foster economic develop-
ment in particular areas.

Figure 3. FDI in Montenegro
Source: compiled by the authors based on “Middle-income trap” hinders progress in 108 developing countries (2024), 
Eurostat (2024)

As a result of the research, a significant role of FDI in 
the economic development of Serbia, North Macedonia 
and Montenegro during 2000-2023 was revealed. All three 
countries were characterised by similar trends, in particu-
lar, periods of significant economic growth alternated with 
periods of slowdown and even recession, which indicates 
the vulnerability of the region’s economies to external fac-
tors. Despite this, a high level of economic sustainability 
was found in the studied region. Serbia should be especially 
noted, where positive growth rates prevailed for most of the 
years. Reforms aimed at improving the business climate, 
infrastructure development and regional integration, es-
pecially with the EU, were key factors in attracting FDI for 
all three countries. The sectors that attracted the most FDI 
included services, manufacturing, energy and tourism, al-
though the proportions varied between countries. It is im-
portant to note the diversification of FDI sources, with a no-
ticeable increase in investments not only from the EU, but 
also from China, Turkey and the Persian Gulf countries. In 
general, the obtained results emphasise the critical impor-
tance of FDI for economic growth in the region and the need 
for further reforms to support stable investment inflows.

 DISCUSSION
The results of the study demonstrate a complex and dy-
namic picture of the relationship between economic 
growth and FDI in the countries of the Balkan region, in 
particular in Serbia, North Macedonia and Montenegro. 
The obtained results are important for understanding the 
economic development of the region and developing po-
tential strategies for further growth. In particular, during 
the analysis of the economic development of Serbia in the 
period from 2000 to 2023, an uneven growth dynamic alter-
nating with periods of prosperity and decline was revealed. 
These results correlate with the conclusions of A. Pav-
lović et al. (2022) and B. Rexha et al. (2024), who also noted 
instability and structural imbalances in the Serbian econ-
omy after 2000. Despite such fluctuations, the conducted 

research confirms the general stability of the Serbian econ-
omy, since the vast majority of years were characterised by 
positive growth rates.

As a result of the discovery of a high concentration of 
FDI in the service sector of Serbia (over 60%), a challenge 
was formed regarding the long-term sustainability of the 
country’s economic development. This approach is con-
sistent with the conclusions of B. Marković  et al.  (2024), 
who noted the predominance of FDI in the service sector 
in most Balkan countries. However, contrary to these find-
ings, this study found increasing diversification of FDI in 
Serbia, especially in the manufacturing, automotive and IT 
sectors. This shift suggests the potential for a more bal-
anced distribution of investment, which could contribute 
to the country’s long-term economic growth (Sejdiu  et 
al., 2024). Serbia’s attractiveness for FDI is due to its good 
geographical location and active political measures to im-
prove the business climate (Trusova  et al.,  2022). These 
factors confirm the conclusions of studies, in particular I. 
Domazet  et al.  (2023), which emphasised the importance 
of institutional reforms and geographic location for at-
tracting investment in the region. In addition, this study 
found that free trade agreements and bilateral investment 
treaties play a significant role in attracting foreign capi-
tal, which also correlates with the findings of I. Domazet et 
al. on the importance of international agreements for di-
rect investment flows.

As for North Macedonia, it should be noted that a sim-
ilar pattern of fluctuations in economic growth between 
2000 and 2023 was established in the course of this study. 
S.I. Jelisavac Trošić & M.K. Arnaudov (2024) found limited 
diversification of FDI in the country. At the same time, this 
study emphasised the possible transition of this country 
to a more diverse economic structure, in the context of di-
versification of FDI sectors. North Macedonia’s efforts to 
improve the business climate and fight corruption are con-
sistent with the findings of F. Taskovski (2023), who em-
phasised the importance of institutional reforms to attract 
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 CONCLUSIONS
FDI in Balkans has been demonstrated in studies to pro-
duce beneficial spillover effects such as technology trans-
fer, knowledge diffusion, job creation, and increased 
productivity. The Balkan countries have demonstrated in-
vestment potential, owing to their strategic position, natu-
ral resources, and comparatively low labour costs. FDI has 
been primarily concentrated in sectors such as telecommu-
nications, tourism, banking and finance, manufacturing, 
energy projects, including hydropower and oil exploration, 
mining, construction, renewable energy projects, services, 
automotive, information technology, textiles, real estate, 
infrastructure development and agriculture have attracted 
significant foreign investment.

Changes in the distance between countries may have a 
big impact on FDI inflow, according to the analysis. A high-
er distance, results in a smaller FDI inflow. The reason is 
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This state of affairs is caused by a number of factors, 
including: the size and potential of the market, compet-
itive advantages, the level of technological development, 
the efficiency of supply chains and the development of in-
frastructure. The region governments have made efforts to 
improve the business environment and attract FDI. how-
ever, still need to be more. Reforms have been implement-
ed to streamline administrative procedures, enhance legal 
and regulatory frameworks, and address issues related to 
corruption and bureaucracy. In the following scientific 
studies, it is advisable to consider the impact of macroeco-
nomic indicators (inflation, budget deficit, exchange rate) 
on the attractiveness of the Balkan countries for investors.

 ACKNOWLEDGEMENTS
None.

 CONFLICT OF INTEREST
None.



A.Lazaj et al.

15Economics of Development. 2024. Vol. 23, No. 3

[2] Benfratello, L., D’Ambrosio, A., Sangrigoli, A., & Scabbia, G. (2023). FDI in Balkan countries: The role of EU accession 
on FDI attraction. In J.M. Lee, J.E. Ibarra-Olivo, K. Lavoratori & L.A. Li (Eds.), Inequality, geography and global value 
chains (pp. 135-159). Cham: Palgrave Macmillan. doi: 10.1007/978-3-031-24090-4_6.

[3] Benner, M. (2020). Tourism in the context of smart specialisation: The example of Montenegro. Current Issues in 
Tourism, 23(21), 2624-2630. doi: 10.1080/13683500.2019.1687663.

[4] Berisha, S., & Sopi, X. (2023). The effects of foreign direct investment in the insurance industry in the Western Balkan 
countries – a panel data analysis. International Journal of Sustainable Development & Planning, 18(12), 3773-3782. 
doi: 10.18280/ijsdp.181209.

[5] Branković, A., & Sarajčić, S. (2024). Causality between greenfield investments, regulatory quality, and economic 
growth: Is the Western Balkans different? Economic Analysis, 57(1), 61-70. doi: 10.28934/ea.24.57.1.pp61-70.

[6] Bucevska, V., & Naumoski, A. (2023). Remittances, FDI and economic growth: The case of South-East European 
countries. Post-Communist Economies, 35(2), 179-209. doi: 10.1080/14631377.2023.2169520. 

[7] Chen, F., & Jiang, G. (2023). The impact of institutional quality on foreign direct investment: Empirical 
analysis based on mediating and moderating effects. Economic Research, 36(2), article number 2134903. 
doi: 10.1080/1331677X.2022.2134903. 

[8] Cingolani, M. (2023). Prospective analysis of the SME sector of the Western Balkans. PSL Quarterly Review, 76(305), 
121-154. doi: 10.13133/2037-3643/18213. 

[9] Derado, D., & Horvatin, D. (2023). FDI and economic growth – perspective of Southeast European countries. Zagreb 
International Review of Economics & Business, 26(1), 119-146. doi: 10.2478/zireb-2023-0006.

[10] Disha, V., & Fetai, B. (2024). Foreign direct investment and international trade in the Western Balkans-6 
countries: An empirical analysis. Journal of Academic Research in Economics, 16(1), 140-154. doi:  10.35219/
eai15840409395.

[11] Domazet, I., Marjanović, D., & Lazić, M. (2023). Political environment as a factor of foreign investment in Serbia. 
Srpska Politička Misao, 79(1), 11-40. doi: 10.5937/spm79-42699.

[12] Eurostat. (2024). Retrieved from https://ec.europa.eu/eurostat/data/database.
[13] Fabregue, B. (2023). Foreign direct investments (FDI) in Serbia: A review. Retrieved from https://www.blue-europe.eu/

analysis-en/country-analysis/foreign-direct-investments-fdi-in-serbia-a-review/.
[14] Fazaalloh, A.M. (2024). FDI and economic growth in Indonesia: A provincial and sectoral analysis. Journal of Economic 

Structures, 13, article number 3. doi: 10.1186/s40008-023-00323-w.
[15] Frankel, J.A. (1997). Regional trading blocs in the world economic system. Retrieved from https://www.piie.com/

bookstore/regional-trading-blocs-world-economic-system.
[16] Hajdini, A., Collaku, L., & Merovci, S. (2023). Effect of corruption on foreign direct investment inflows in countries of 

the Western Balkans. Journal of Liberty and International Affairs, 9(1), 130-143.
[17] Hasani, M., & Hasani, B. (2023). Foreign direct investment and business environment in Western Balkan countries. 

In E. Hajrizi (Ed.), Proceedings of the 12th international conference on management business and economy (pp. 27-66). 
Pristina: University for Business and Technology.

[18] Hoxhaj, L., & Qehaja, D. (2024). Foreign aid impact on the economic growth of the Western Balkans during 2009-
2021. International Journal of Development Issues, 23(3), 378-395. doi: 10.1108/IJDI-09-2023-0217.

[19] Istrefi, E., & Imeraj, J. (2022). The dynamic of the foreign direct investment level in Western Balkan countries and its 
impact on economic growth. Journal of Financial and Monetary Economics, 10, 246-250.

[20] Jelisavac Trošić, S.I., & Arnaudov, M.K. (2024). The security challenges of the open Balkans from the FDI perspective-
case study: Albania, Serbia and North Macedonia. Baština, 34(63), 87-100. doi: 10.5937/bastina34-48743.

[21] Ketners, K. (2024). Developing potential budget reform for Latvia: Shifting from conventional to contemporary 
budgeting. Social and Legal Studios, 7(2), 55-63. doi: 10.32518/sals2.2024.55.

[22] Klaiqi, S., Maçani, F., & Aliu Mulaj, L. (2023). Remittances are the main indicators of economic growth in the Western 
Balkans. Intereulaweast: Journal for the International and European Law, Economics and Market Integrations, 10(1), 101-
117. doi: 10.22598/iele.2023.10.1.6.

[23] Kurtović, S., Maxhuni, N., Halili, B., & Maxhuni, A. (2023). Effect of host country determinants and institutional 
quality on outward foreign direct investment from Central, Eastern and South-Eastern Europe. Journal of the 
Knowledge Economy. doi: 10.1007/s13132-023-01622-0.

[24] Lazaj, A. (2023). Classification of foreign direct investments by theories and the economic growth “Case: Balkan 
countries”. Acta Universitatis Danubius. Oeconomica, 19(3), 78-90.

[25] Lazaj, A., & Duci, E. (2024). Foreign direct investment (FDI) and economic growth nowadays: Evidence from Albania. 
In 14th international scientific conference of business faculty “Economic challenges in the digital era” (pp. 26-33). Durres: 
“Aleksandr Moisiu” University.

[26] Lubeniqi, G. (2023). Foreign direct investments in Western Balkans: Are the Western Balkans countries different? 
Quality – Access to Success, 24(195), 372-384. doi: 10.47750/QAS/24.195.44. 

[27] Maksić, A., Delalić, S., & Olovčić, A. (2023). Causes and consequences of the world financial crisis 2008: A historical 
perspective. Journal of Economic & Social Studies, 8(1).

[28] Marković, B., Krčić, Đ., & Milošević, D. (2024). The effects of international financial potential on the economic activity 
of Serbia. International Journal of Economics and Law, 14(40), 33-52.



Economic growth and foreign direct investment in Balkans

16 Economics of Development. 2024. Vol. 23, No. 3

[29] Mucha, S., & Fetai, B. (2023). The impact of institutional quality on foreign direct investments: Insight from Western 
Balkan region. In A. Bexheti, H. Abazi-Alili, L.-P. Dana, V. Ramadani & A. Caputo (Eds.), International scientific 
conference on business and economics (pp. 285-303). Cham: Springer. doi: 10.1007/978-3-031-42511-0_18.

[30] Mustafa, B., & Abdullahu, S. (2024). Public spending and economic growth: Evidence from the Western Balkans. 
International Journal of Applied Economics, Finance and Accounting, 18(2), 230-240. doi: 10.33094/ijaefa.v18i2.1372.

[31] Nikolić, I., & Maksimović, M. (2024). The impact of migratory movements on the labour market in the countries of 
the Western Balkans. Stanovništvo, 62(1), 65-83. doi: 10.59954/stnv.531.

[32] Pavlović, A., Ivanišević, A., Radišić, M., Losonc, A., Takači, A., Ubavin, D., & Janjić, I. (2022). Foreign direct investments 
and sustainable development in selected Balkan countries: Recent trends and prospects. In Proceedings of the 8th 
international scientific conference “Socio-economic aspects of the pandemic: Crisis management” (pp. 182-195). Novi 
Sad: Graphic Center GRID.

[33] Radulović, M., & Kostić, M. (2024). Globalization and economic growth in Western Balkan countries. Regional Science 
Policy & Practice, 16(8), article number 100031. doi: 10.1016/j.rspp.2024.100031.

[34] Rexha, B., Osmani, F., & Nimani, A. (2024). Importance of proper management of public finances in economic 
development. Scientific Bulletin of Mukachevo State University. Series “Economics”, 11(2), 65-78. doi: 10.52566/msu-
econ2.2024.65.

[35] Sejdiu, Sh., Zeqiraj, V., & Nimani, A. (2024). Economic efficiency and finance in the development of the forest economy 
within the framework of legal restrictions. Ukrainian Journal of Forest and Wood Science, 15(2), 79-96. doi: 10.31548/
forest/2.2024.79.

[36] Shahini, S., & Kazazi, S. (2023). The impact of international trade and foreign direct investment on economic growth 
of Western Balkan countries. UBT International Conference, 46, 123-140. doi: 10.33107/ubt-ic.2023.191.

[37] Sokil, O., Zvezdov, D., Zhuk, V., Kucherkova, S., & Sakhno, L. (2020). Social and environmental costs: The impact 
of accounting and analytical support on enterprises’ sustainable development in Germany and Ukraine. Economic 
Annals-XXI, 181(1-2), 124-136. doi: 10.21003/ea.V181-11.

[38] Steinbach, A. (2024). The rocky road to EU accession for Western Balkan countries: Obstacles and lessons from the 
Eastern partnership. Bruegel Working Papers, 2024, article number 08.

[39] Taskovski, F. (2023). Key macroeconomic determinants of government debt – the case of North Macedonia. Economic 
Review: Journal of Economics and Business, 21(2), 35-40. doi: 10.51558/2303-680X.2023.21.2.35.

[40] Toska, A., & Fetai, B. (2023). The impact of e-commerce on the economic growth of the Western Balkan countries: 
A panel data analysis. International Journal of Sustainable Development & Planning, 18(3), 935-941. doi: 10.18280/
ijsdp.180329.

[41] Trusova, N., Kotvytska, N., Pikhniak, T., Pavlova, M., Plotnichenko, S., & Sakun, A. (2022). Attracting foreign investment 
in cyclic imbalances of the economy. Scientific Horizons, 25(5), 101-116. doi: 10.48077/SCIHOR.25(5).2022.101-116.

[42] Trusova, N.V., Kyrylov, Y.Y., Hranovska, V.Hr., Prystеmskyi, O.S., Krykunova, V.M., & Sakun, A.Zh. (2020). The 
imperatives of the development of the tourist services market in spatial polarization of the regional tourist system. 
Geojournal of Tourism and Geosites, 29(2), 565-582. doi: 10.30892/gtg.29215-490.

[43] Wu, Y., Wang, R., & Wang, F. (2023). Exploring the role of foreign direct investment and environmental regulation in 
regional ecological efficiency in the context of sustainable development. Sustainability, 15(11), article number 9104. 
doi: 10.3390/su15119104.

[44] Zaimaj, E. (2023). FDI flows in Balkans: What is contributing to this important pillar for growth? EIRP Proceedings, 
18(1), 268-274.

[45] Zeković, S., & Perić, A. (2024). Regional industrial policy in the Western Balkans: Neither specialization nor 
spatialization? Eastern European Economics, 62(4), 479-504. doi: 10.1080/00128775.2023.2178936.


