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Business environment is considered to be an important factor that affects the competitive-
ness of the country or region. The assessment of business environment is subject to analysis
realized by many national as well as internationally accepted institutions, whose outputs have
usually form of composite indices reflecting the quality of the business environment. The aim
of the article is to investigate the relationship between different indices of the quality of busi-
ness environment on one side and selected macroeconomic indicators and country’s credit
rating on the other side. The analysis concentrates on the countries of Visegrad four region
(V4) - Slovakia, Czech Republic, Hungary and Poland. The following indices are analyzed:
Ease of Doing Business created by the World Bank Group, Global Competitiveness Index,
Index of Economic Freedom, rating from The World Competitiveness Yearbook and Fragile
State Index. We use the real gross domestic product, unemployment rate and inflation rate
as the macroeconomic indicators and the results of the country’s credit rating evaluated by
Moody’s, Standard & Poor’s and Fitch Ratings. The analysis is based on the country level data
for the 2005-2014 period derived from the official statistical reports of World Bank, World
Economic Forum, Institute for Management Development, The Heritage Foundation, Fund
for Peace and Eurostat. The analysis is performed through correlation analysis using Pearson
as well as Spearman correlation coefficients. The results of our analysis indicate that relation-
ship between different indices of the quality of business environment and selected macroeco-
nomic indicators or country’s credit rating is country specific.
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Introduction

Business environment can be defined as a set of economic, legal and institutional conditions
that affect the firms’ behavior in positive or negative way, but usually cannot be controlled
by these firms. Demjanova (2009) describes the business environment as business conditions
that promote or hinder the creation and development of enterprises. The importance of a
well-functioning legal and regulatory system in creating an effective market economy is now
widely accepted. After all, a poor contracting and regulatory environment can raise the cost of
doing business with knock-on effects to employment, output, investment, productivity, and
living standards (Besley, 2015). It has been also noted that the barriers to doing business vary
widely across regions and countries, and it has been argued that the business environment will
affect aggregate performance, as well as expert influence on the operation of financial markets
(Commander, Svejnar, 2011).
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Business environment and its attractiveness are highly connected with the phase of transfor-
mation process of each economy. Countries of V4 region - Slovakia, Czech Republic, Hungary
and Poland - are relatively young market economics with business environment which has
started to change in 1989. Business environment was influenced by transformation, liberali-
zation, globalization and other factors. Positive influence of their membership in European
Union is considered to be unquestionable. Witkowska (2007) states that implementation of the
European policies has impact on some elements of business environment of V4 countries. This
environment is influenced by implementation of trade, competition, consumer protection, en-
vironmental, public procurement, social, transport and socio—economic cohesion policies and
also policy towards small and medium enterprises. Implementation of all these policies helped
to improve business environment in V4 countries. Despite similarity in economic structures
and in the phase of transformation process, the development of economies of V4 countries has
progressed differently.

Level of development of the economy is most commonly assessed by standard economic
indicators such as gross domestic product, gross domestic product deficit, unemployment rate,
inflation rate, exchange rate and many others. Country’s credit rating from reputable credit
rating agencies is another very often used and respected source of information especially on
the risk of doing business in the country. The assessment of business environment is subject to
analysis realized by many national as well as internationally accepted institutions, whose out-
puts have usually form of composite indices reflecting the quality of the business environment.
Kolko, Neumark and Mejia (2013) state that business climate indexes summarize policies (and
other factors) that might affect economic growth, and these indexes, published by many na-
tional organizations, often loom large in policy debates about economic growth.

In this paper we examine five state business climate indices that are frequently used as indi-
cators reflecting the quality of the business environment of V4 countries. Our aim is to provide
a preliminary look at the relationship among these indices on one hand and selected macr-
oeconomic indicators (economic growth, unemployment and inflation) and country’s credit
rating of these countries on the other hand.

Literature Review

Measuring a state’s business climate is not a new idea. Erickson (1987) points out that the
basis for the original business climate indices were a series of comparative cost analyses that
took place in the 1950s and 1960s. These analyses were relatively simplistic and focused mainly
on comparing the cost structures of manufacturing industries across the states. The populari-
zation of these early studies in academia and in the general public led to a heightened interest
in producing indices that examine state competitiveness and business climate (VanMetre and
Hall, 2011).

In general, nature of the indices measuring the quality of the business environment can be
different. In terms of index construction, we can distinguish between unique and composite
indices. A unique index is based on data obtained from special survey that tracks only the pur-
pose. On the other side, a composite index is derived from number of existing indicators and
surveys. Composite rates include more details, but overall, they are often criticized because
of incompatibility of input indicators that is derived primarily from their diversity. Under the
nature of the data, indices can be objective or subjective. Objective indices are calculated on
objective measureable data, for example the average length of commercial disputes. Subjective
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indices are based on subjective views of respondents. Many aspects of the business environ-
ment cannot be evaluated by objective data, thus, almost all indicators reflecting the quality of
the business environment have subjective nature (K6rner, Kudrna, Vychodil, 2002).

Many economic studies use the business environment indicators as either the left- or right
hand side of regressions. In each case, the authors report patterns that emerge in comparison
across countries. In most cases, the concern is whether a particular indicator is correlated with
aggregate or firm-level outcomes, or whether, if used as a left-hand side variable, the indica-
tors are correlated with country characteristics, history, or institutions (Besley. 2015). The fol-
lowing literature review illustrates that the results of the studies are mixed.

Djankov, McLiesh and Ramalho (2006) found a positive relationship between economic
growth and the Doing Business indicator. Similar results we can find in work of Gillanders
and Whelan (2014). Their principal finding is that the Doing Business indicator emerges as the
key explanatory variable in a wide range of instrumental variables regressions for income per
capita and has significant explanatory power for longer-run growth.

Research focused on the index called Economic Freedom of North America has found a
positive relationship between economic freedom and entrepreneurial activity (Campbell and
Rogers, 2007; Campbell et al., 2007-08; Hall and Sobel, 2008). Also Garrett and Rhine (2010)
assessed the relationship between the same index and state employment growth. They identi-
fied positive and statistically significant relationship. While the relationship between economic
freedom and entrepreneurship is pretty clearly established, economic freedom is a very broad
concept and encompasses many factors that might not be directly related to the entrepreneur-
ial environment. Perhaps indices more closely related to the business environment might be
better indicators of the institutional environment of the business (Van Metre and Hall, 2011).

The evidence of Bittlingmayer, Eathington and Hall (2005) suggests that for some indexes a
business climate ranking predicts positive economic outcomes. They found that indexes more
narrowly focused on tax policies are more likely to have positive relationships with growth
than are broader measures, but also that indexes with these positive relationships explain little
of the variation in economic growth. Kolko, Neumark and Mejia (2013) examined the rela-
tionship between a large set of state business climate indexes and state economic growth with
focus on growth in employment, total wages and Gross State Product. They presented detailed
information on what the indexes capture and analyzed whether they predict economic growth.
Indexes focused on productivity do not predict economic growth while indexes emphasizing
taxes and costs predict growth of employment, wages and output.

The results of Commander and Svejnar (2011) indicate that widely used country-level indi-
cators of business environment provided by the Heritage Foundation and the World Bank do
not provide much evidence of a negative relationship between the constraining environment
and firm performance. VanMetre and Hall (2011) examined the relationship between six na-
tional indices that are often used as indicator of how “business friendly” is state and entrepre-
neurial activity among the fifty US states. They found that many of the business climate indices
are not useful in explaining entrepreneurial activity and further research is needed to better
understand the relationship between these indices and entrepreneurship.

The outlined literature review shows different findings on existence of relation between busi-
ness climate indices and economic growth. There is also a gap in relevant literature focused on
Central European countries in this field. Therefore, the aim of the article is to investigate the
relationship between different indices of the quality of business environment on one side and
selected macroeconomic indicators and country’s credit rating on the other side. The analysis
concentrates on the countries of V4 region.
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Data and Methodology

Following indices of the quality of business environment are analyzed in this paper: Ease
of Doing Business (EoDB) created by the World Bank Group, Global Competitiveness Index
(GCI), Index of Economic Freedom (IoEF), rating from The World Competitiveness Yearbook
(WCY) and Fragile State Index (FSI). For Ease of doing Business, Global Competitiveness In-
dex and rating from The World Competitiveness Yearbook we used ranking, so that the lower
value is better. In case of Index of Economic Freedom and Fragile State Index we used index
value (a higher value of these indices means the higher quality of the environment).

We use the real gross domestic product growth rate (RGDP), unemployment rate (Unempl)
and inflation rate (Infl) as the macroeconomic indicators and the results of the country’s credit
rating evaluated by Moody’s (M), Standard & Poor’s (SP) and Fitch Ratings (F).

The analysis is based on the country level data for the 2005-2014 periods in case of the values
of the business environment indices. In case of the macroeconomic indicators and country’s
credit ratings we used data for the 2004-2013 periods in order to find out, whether the trends
of development of these variables is reflected in the business environment indices. The focus is
on four countries of Visegrad region — Slovakia (SK), Czech Republic (CZ), Hungary (HU) and
Poland (PL). The dataset is derived from the official statistical reports of World Bank, World
Economic Forum, and Institute for Management Development, The Heritage Foundation,
Fund for Peace and Eurostat. The analysis is performed through correlation analysis using
Pearson as well as Spearman correlation coeflicients in which values of dependent variables
business environment indices in particular period were correlated with values of explanatory
variables in previous period.

The following text explains the aspects that are being measured and construction of each of
five selected indices employed in the empirical section of the paper.

Ease of Doing Business

The World’s Bank Doing Business project was launched in 2002. It measures the environ-
ment in which businesses operate in countries across the world. The centerpiece of the project
is the annual Doing Business report, which currently includes 11 sets of indicators for 189
economies. The study contains quantitative measures of regulations for starting a business,
dealing with construction permits, employing workers, registering property, getting credit,
protecting investors, taxes, trading across borders, enforcing contracts, getting an electric-
ity connection and closing a business. The study has become one of the flagship knowledge
products of the World Bank Group in the field of private sector development, and is claimed
to have motivated the design of several regulatory reforms in developing countries. The study
presents every year a detailed analysis of costs, requirements and procedures regarding specific
type of private firm in all countries, and then, it creates rankings for every country (The World
bank, 2010).

Global Competitiveness Index

The Global Competitiveness Report is a yearly report published by the World Economic
Forum. Since 2004, the Global Competitiveness Report ranks countries based on the Global
Competitiveness Index. The report assesses the ability of countries to provide high levels of
prosperity to their citizens. This in turn depends on how productively a country uses avail-
able resources. Therefore, the Global Competitiveness Index measures the set of institutions,
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policies, and factors that set the sustainable current and medium-term levels of economic
prosperity. It is made up of over 110 variables, of which two thirds come from the Execu-
tive Opinion Survey, and one third comes from publicly available sources. The variables are
organized into twelve pillars of competitiveness: institutions, infrastructure, macroeconomic
environment, health and primacy education, higher education and training, goods market ef-
ficiency, labor market efficiency, financial market development, technological readiness, mar-
ket size, business sophistication and innovation (World Economic Forum, 2012).

Index of Economic Freedom

The Index of Economic Freedom joints a series of 10 economic measurements created by the
Heritage Foundation and Wall Street Journal. The Index’s definition of economic freedom is
the following; Economic freedom is the fundamental right of every human to control his or her
own labor and property. In an economically free society, individuals are free to work, produce,
consume, and invest in any way they please, with that freedom both protected by the state and
unconstrained by the state. In economically free societies, governments allow labor, capital
and goods to move freely, and refrain from coercion or constraint of liberty beyond the extent
necessary to protect and maintain liberty itself. The index scores nations on 10 broad factors of
economic freedom using statistics from organizations like the World Bank, the International
Monetary Fund and the Economist Intelligence Unit: business freedom, trade freedom, mon-
etary freedom, government size, fiscal freedom, property rights, investment freedom, financial
freedom, freedom from corruption, labor freedom. The 10 factors are averaged equally into a
total score (The Heritage Foundation, 2015).

The World Competitiveness Yearbook rating

The World Competitiveness Yearbook is an annual report published by the Swiss-based Inter-
national Institute for Management Development on the competitiveness of nations and has been
published since 1989 (Institute for Management Development, 2015). The yearbook benchmarks
the performance of 60 countries based on 333 criteria measuring different facets of competitive-
ness. It uses two types of data, two thirds are hard statistical data from official international and
national sources and one third are survey data from Executive Opinion Survey.

Fragile State Index

The Fragile States Index (formerly the Failed States Index) is an annual report published by
the United States think-tank the Fund for Peace and the magazine Foreign Policy since 2005.
The list only assesses sovereign states (as determined by membership in the United Nations).
Ranking is based on the total scores of the 12 indicators (economic indicators: uneven eco-
nomic development, poverty and economic decline; social indicators: demographic pressures,
refugees and internally displaced persons, group grievance, human flight and brain drain; po-
litical and military indicators: state legitimacy, public services, human rights and rule of law,
security apparatus, factionalized elites, external intervention). For each indicator, the ratings
are placed on a scale of 0 to 10, with 0 being the lowest intensity (most stable) and 10 being the
highest intensity (least stable). The total score is the sum of the 12 indicators and is on a scale
of 0-120 (The Fund for Peace, 2014).
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Results and Discussion

Over the past decade, the V4 countries fastened growth rate of their economies and gradual-
ly got above average growth rate of the European Union. The integration with the economies of
the European Union has been considered as a key factor of above average economic perform-
ance in recent years. It opened up the new trade and investment opportunities to these coun-
tries and promoted institutional and macroeconomic reforms. I It also accelerated the process
of convergence to the level of income per capita of developed Western countries (Spisdkova,
Pétrova, 2011).Figures 1-3 show the trends of real GDP growth rate, unemployment rate and
inflation rate in V4 countries in period of 2005-2014. Slovakia and the Czech republic had
the best starting position in terms of GDP level in reporting period. They achieved high GDP
growth in connection with relatively low inflation. The economic crisis caused a significant de-
cline in GDP in 2009, a further decrease occurred again in 2012. In the following period, GDP
growth rate started to grow in all V4 countries. The smallest fluctuations of the GDP growth
rate and the least negative impacts on GDP during the economic crisis can be seen in case of
Poland, which in comparison to other V4 countries has more closed economy with a large
internal market. In the pre-crisis period, unemployment fell in all economies of the V4 re-
gion, the lowest level reached in 2008. Since 2009 the unemployment rate gradually increased,
except in 2011 when decreased slightly.
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Figure 1 Real GDP growth rate in V4 countries in the years 2005-2014 (%)
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Figure 3 Unemployment rate in V4 countries in the years 2005-2014 (%)
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Variable Mean Std Dev Median Min Max| Kol{nogorm- p Value
-Smirnov test
EoDB_SK 40.40000 5.75809 39.00000 32.00000 49.00000 022256354 >0.150
IoEF_SK 68.69000 1.39956 69.45000 66.40000 70.00000 0.29402820  0.015
GCL_SK 55.60000 16.98496 53.50000 32.00000 78.00000] 0.19368760  >0.150
WCY_SK 41.20000 6.98888 42.50000 30.00000 49.00000 020668322 >0.150
FSI_SK 137.20000 13.62025 143.50000  111.00000  146.00000 0.40987621  <0.010
Unem_SK 13.67000 1.89798 13.50000 9.50000 16.30000 0.18410846  >0.150
RGDP_SK 4.20000 4.50111 5.20000 -5.50000 10.80000 0.17924041  >0.150
Infl_SK 3.13000 2.04072 3.25000 0.70000 7.50000 0.18321204  >0.150
M_SK 14.50000 0.70711 15.00000 13.00000 15.00000 0.36024994  <0.010
SP_SK 15.10000 0.87560 15.00000 13.00000 16.00000 0.35453644  <0.010
Fitch_SK 15.40000 0.96609 16.00000 13.00000 16.00000 0.33271960  <0.010
EoDB_HU 51.00000 6.91215 51.50000 41.00000 66.00000 0.23213749  0.128
IoEF_HU 66.18000 1.32648 66.70000 63.50000 67.60000] 0.22423664  >0.150
GCI_HU 53.00000 8.85689 55.00000 39.00000 63.00000] 0.21380409  >0.150
WCY_HU 42.80000 5.02881 43.50000 35.00000 50.00000] 0.16911822  >0.150
FSI_HU 135.70000 10.43552  141.00000  116.00000  142.00000 0.38722063  <0.010
Unem_HU 8.94000 1.91903 8.90000 6.10000 11.20000 0.22376096  >0.150
RGDP_HU 1.04000 3.35963 1.30000 -6.60000 4.90000 0.22445977  >0.150
Infl_ HU 4.82000 1.80296 4.35000 1.70000 7.90000 0.17537614  >0.150
M_HU 12.00000 2.53859 12.50000 9.00000 15.00000] 0.18460444  >0.150
SP_HU 10.80000 1.39841 11.00000 9.00000 14.00000, 0.34313743  <0.010
Fitch HU 12.10000 1.79196 12.00000 10.00000 16.00000 0.20774791  >0.150
EoDB_CZ 60.90000 12.40475 63.50000 41.00000 75.00000 0.16721573  >0.150
IoEF_CZ 68.91000 2.28106 69.60000 64.60000 72.20000 0.18504331  >0.150
GCI_CZ 36.00000 4.83046 36.50000 29.00000 46.00000 0.16728040  >0.150
WCY_CZ 31.60000 2.67499 31.50000 28.00000 36.00000 0.13446660  >0.150
FSI_CZ 145.30000 14.29102  152.00000  118.00000  155.00000] 0.37492608  <0.010
Unem_CZ 6.77000 1.14993 7.00000 4.40000 8.30000 0.27573002 0.030
RGDP_CZ 2.45000 3.70413 2.50000 -4.80000 6.90000 0.15165300  >0.150
Infl_ CZ 2.44000 1.60914 2.10000 0.60000 6.30000 0.18367064  >0.150
M_CZ 15.00000 0 15.00000 15.00000 15.00000 - -
SP_CZ 15.30000 1.25167 15.00000 14.00000 17.00000 0.29471108 0.015
Fitch_CZ 15.60000 0.51640 16.00000 15.00000 16.00000 0.38071099  <0.010
EoDB_PL 61.50000 14.80428 66.00000 32.00000 76.00000] 0.21706967  >0.150
IoEF_PL 62.21000 3.07840 61.75000 58.10000 67.00000 0.23251984  0.127
GCI_PL 45.50000 4.99444 44.50000 39.00000 53.00000] 0.19165835  >0.150
WCY_PL 42.40000 10.17841 40.00000 32.00000 58.00000] 0.23525410 0.116
FSI_PL 140.00000 14.20485  144.50000  113.00000  153.00000 0.35598483  <0.010
Unem_PL 11.49000 4.04240 9.85000 7.10000 19.00000] 0.31576606  <0.010
RGDP_PL 4.01000 1.90464 3.80000 1.30000 7.20000 0.12302755  >0.150
Infl_PL 2.90000 1.18415 3.15000 0.80000 4.20000 0.22278636  >0.150
M_PL 14.00000 0 14.00000 14.00000 14.00000 0.52408518  <0.010
SP_PL 13.90000 0.31623 14.00000 13.00000 14.00000 - -
Fitch_PL 13.70000 0.48305 14.00000 13.00000 14.00000 043271960 <0.010

Source: own processing

Table 1 Descriptive characteristics and testing statistics of studied variables for V4 countries
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Following table 1 shows basic descriptive characteristics and testing statistics of studied
variables.

Figure 4 shows the comparison of average values of analyzed indices of business environ-
ment of V4 countries in reviewed period.

Tables 2 and 3 show the results of correlation analysis using Pearson correlation coeflicients
and Spearman rank correlation coefficients. We used both correlations, because Pearson cor-
relation strictly requires that the two variables follow the normal distribution, but Spearman
rank correlation does not have such requirement. After checking the data set, we found that
according to Kolmogorov-Smirnov test (Table 1) not all the variables are normally distributed.
Use of Pearson correlation coefficient showed existence of considerably lot statistically not
significant relations.. Relatively more statistically significant relations among indices of busi-
ness environment and macroeconomic indicators of particular country have been detected
using Spearman rank correlation coeflicient that can indicate existence of rather non-linear
relationship between studied variables.

EoDB
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Source: own processing based on statistical reports of World Bank, World Economic Forum, Institute for Man-
agement Development, The Heritage Foundation and Fund for Peace

Note: For Ease of doing Business, Global Competitiveness Index and rating from The World Competitiveness
Yearbook the lower value is better. In case of Index of Economic Freedom and Fragile State Index a higher value
of these indices means the higher quality of the environment.

Figure 4 The average value of selected indices of the quality of business
environment in V4 countries in the years 2005-2014
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Unempl RGDP Infl M SP Fitch
EoDB_SK -0.11952 -0.41456 -0.19403 0.16374 0.45399 0.54728
IoEF_SK -0.46162 0.24111 -0.41809 0.55576 | *| 0.35452 0.19229
GCL_SK -0.19099 -0.54196 -0.49744 0.22203 0.60068 1 0.76922 | ***
WCY_SK 0.31552 -0.80284 | ***| -0.28560 -0.11242 0.41398 0.39824
FSI_SK -0.73982 | **| -0.23815 -0.54030 0.70375| **| 0.66895| **| 0.80388| **
EoDB_CZ -0.72698 | **| -0.17979 0.48895 - 0.25977 0.33997
IoEF_CZ -0.34002 -0.69743 | **| -0.05340 - 0.81219 | **| 0.86215| ***
GCI_CZ 0.27604 -0.52536 -0.11007 - 0.66158 | **| 0.48998
WCY_CZ 0.64946 | **| 0.01682 -0.06557 - 0.27212 -0.04826
ESI_CZ -0.57815 * | -0.53430 0.10137 - 0.65284 | **| 0.71064| **
EoDB_HU 0.08795 0.38230 -0.47967 -0.09498 -0.13794 -0.10765
IoEF_HU 0.64854 | **| -0.50792 0.00390 -0.66982 | **| -0.76911| **| -0.79839 | ***
GCI_HU 0.53082 -0.46527 0.05984 -0.63749 | **| -0.74459| **| -0.70708 | **
WCY_HU 0.80918 | *** | -0.37039 -0.32671 -0.85295 | ***| -0.70152| **| -0.84831| ***
FSI_HU 0.68034 | **| -0.59733| *| -0.10181 -0.67107 | **| -0.65175| **| -0.74094| **
EoDB_PL 0.04447 0.62477| *| 0.16543 - 0.17800 -0.28744
IoEF_PL -0.51090 -0.72715| **| 0.01676 - 0.29790 0.71957 | **
GCI_PL 0.55557 1072360 | **| -0.31187 - -0.38693 -0.62175 *
WCY_PL 0.83428 | | 0.47491 -0.24614 - -0.50400 -0.89944 |
FSI_PL -0.84231 | ***| -0.21684 -0.08257 - 0.66786 | **| 0.77727 | ***

Source: own processing
Notes: Pearson correlation coefficients, ™ ™" denote significance at 1, 5 and 10 % levels, respectively

Table 2 Pearson correlation coefficients for V4 countries

Considering the results of the research, we cannot conclude that there are clear relations
among business environment indices and macroeconomic indicators. Reasons can be sought
in way of construction of analyzed indices of business environment, because they take into
account official macroeconomic data of particular country on one hand as well as rather sub-
jective perception of quality of business environment based on questionnaires on the other
hand. Similarly, Kérner, Kudrna and Vychodil (2002) argue that the indices are typically set
to evaluate different aspects of the business environment and they are able to distinguish be-
tween strenghts and weaknesses of country’s institutional framework. However, the indices
themselves are unable to answer the question of why some components are better or worse,
they also do not answer the question of whether these differences are real, or if it is just the dif-
ference in the perception of respondents. This apparent incompleteness can be removed only
through deeper penetration into the problem in studies focused on specific countries and in
comparative studies.
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Unempl RGDP Infl M SP Fitch
EoDB_SK 0.03049 -0.61587 | *| -0.22561 -0.05931 0.45705 0.75012 | **
IoEF_SK -0.36970 0.52727 -0.32121 0.47161 0.20113 -0.27742
GCL_SK -0.15152 -0.69697 | **| -0.41818 0.12484 0.49935 0.87386 | ***
WCY_SK 0.31611 -0.85107 | ***| -0.43161 -0.01739 0.65044 | **| 057739 *
FSI_SK -0.21474 -0.60741 | *| -0.41107 0.12638 0.37914 0.88465 | **
EoDB_CZ -0.70031 | **| -0.20061 0.50610 - 0.47338 0.32077
IoEF_CZ -0.32318 -0.76970 | ***| -0.21277 - 0.89893 | **| 0.85280| ***
GCI_CZ 0.14724 -0.60367 | **| -0.01529 - 0.58788 | *| 0.46476
WCY_CZ 0.57362| *| -0.14025 0.10703 - 0.13566 0.00000
FSI_CZ -0.52015 -0.75086 | **| -0.04939 - 0.95851 | ***| 0.86603 | ***
EoDB_HU 0.17847 0.36199 -0.56618 | *| -0.26251 -0.44409 -0.38246
IoEF_HU 0.48632 -0.61212 | *| 0.13982 -0.62356 | *| -0.67858| **| -0.59457| *
GCI_HU 0.52134 -0.66870 | **| 0.10366 -0.70597 | **| -0.75971| **| -0.66471| **
WCY_HU 0.80793 | ***| -0.46201 -0.25610 -0.84840 | | -0.76658 | ***| -0.94426 | ***
FSI_HU 0.92403 | ***| -0.66172 | **| -0.10412 -0.82610 | ™| -0.50259 -0.82208 | ***
EoDB_PL -0.16566 0.57576 | *| -0.06667 - 0.29013 -0.26591
IoEF_PL -0.34463 -0.63830 | **| 0.15198 - 0.29101 0.80015 | ***
GCI_PL 0.50001 0.63416 | **| -0.47562 - -0.35028 -0.57329 | *
WCY_PL 0.62964 | *| 048172 -0.46342 - -0.40867 -0.80260 | ***
FSI_PL -0.20924 -0.36474 -0.14590 - 0.52382 0.64774| **
Source: own processing
Notes: Spearman correlation coefficients, ™" denote significance at 1, 5 and 10 % levels, respectively

Table 3 Spearman correlation coefficients for V4 countries

The most controversial relationships were found among business environment indices and
country’s credit rating. It can be explained by the fact that rating agencies take into account
slightly different and more limited views on the country’s business environment especially
from riskiness of doing business point of view and they are more rigid in their evaluation that
is not changing on regular basis. Business environment indices are more flexible and published
regularly on yearly basis. The investors by their decision making on location of their invest-
ment usually respect the view of reputable rating agencies more than results of country’s evalu-
ation from different nongovernment organizations. Also, the change in country’s credit rating
can cause significant fluctuations of investment activity. As Ozturk (2014) states, although
sovereign credit ratings constitute a small part of the credit rating industry, the impact of un-
expected downgrades or upgrades has a huge potential to distort a well-functioning financial
system. The rating agencies have recognized this fact and they are quite cautious in changing
their evaluation of particular countries. Only in case of Poland, the evaluation through indices of
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business environment corresponds with country’s credit rating. The reasons might be found in
the fact that Poland has relatively closed economy in comparison to Slovak economy that is gen-
erally considered to be small, open and export-oriented (Bobeni¢ Hintosova, Hliboka, 2015).

We can conclude that such meanings of different private entities often do not correspond-
ent with official macroeconomic view on the environment. Thus, the business environment
indices connect “macroview” with more “microview”. For potential investor it means that the
real microeconomic environment for doing business in particular country as evaluated by
concerned entities (e. g. entrepreneurs, managers, or citizens), may be slightly different as of-
ficially declared level of macroeconomic environment.

Different nature of relation among studied variables in different countries might evoke dif-
ferent view of respondents on microeconomic business environment in particular countries.
Hence, the relation among business environment indices and macroeconomic indicators are
according to us country specific. Similar results can be found in work of Commander and
Svejnar (2011) or Besley (2015).

Further research in this field, especially from the foreign direct investment point of view
and their relationship to business environment indices respectively macroeconomic indicators
could prove if the investors by their decision making on their investment abroad are driven
by official evaluation of macroeconomic environment or rather by more complex indicators.

Conclusion

In our study, we identified the existence of statistically significant relationship among cho-
sen of analyzed indices of the quality of business environment and macroeconomic indicators
or country’s credit rating in all four countries from Visegrad region. The contradictory rela-
tions were found among business environment indices and country’s credit rating. We also
cannot prove the clear and unambiguous relationship among business environment indices
and macroeconomic indicators.

According to results of our analysis we can conclude that relationship between different
indices of the quality of business environment on one side and selected macroeconomic indi-
cators and country’s credit rating on the other side is country specific and it is hardly possible
to generalize it. As Besley (2015) states, such differences reinforce the need to look beyond the
aggregate measures and to drill down into specific performances across the indicators. Finally,
the findings suggest that the further research focused mainly on foreign direct investment
point of view is needed to extent these results. Also a use of panel data analysis would be a
useful extension.
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