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The study consists of 12 reports

1 Synthesis report 3 Main reports 8 Scientific reports

Summing up all conclusions 1. Extra-European FDI Supporting and

and recommendations 2. Intra-European FDI documenting the results
3. FDI by European SMEs and details of the project
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The study combines detailed data
on FDI with firm-level information

GLOBAL FDI TRANSACTIONS 2003-2016*

Size, type, status, sector, origin, destination region, detailed description of greenfield projects

’Qy

M&As and GREENFIELD

PROJECTS TARGET FIRM

INVESTOR/ACQUIRER

Ri D)

FIRM-LEVEL INFORMATION

Sector, turnover, number of employees, wage costs, ownership information etc.

3 ESPON // * 2017 data are available but less reliable



Structure of presentation

PART 1

FDI into Europe
Extra- and intra-European FDI

PART 3

Impacts of FDI across European
regions
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PART 2

Drivers of FDI across European
regions

PART 4

Concluding remarks



FDI into Europe

Extra- and intra-European FDI

) ESPON // The World in Europe



128,000 FDI recorded projects into
Europe during 2003-2015

57% M&As — EUR 135 million per deal

53% greenfield investments — EUR 34 million
per deal

~ 128,000 FDI projects

~ EUR 6.4 trillion 56% in services — EUR 67 million per deal

36% in manufacturing — EUR 60 million per deal

2% by public investors — EUR 272 million per deal
(only M&AS)
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FDI into Europe has gone through
different phases

Upturn Slowdown Stagnation Recovery

Average deal size: - Average deal size: | Average deal size: | Average deal size:

94 million € - 73 million € - 56 million € - 65 million €
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= Deal value in bn. € (left axis) —=Number of projects (right axis)
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More intra-European than extra-
European FDI in most phases

Deal value in bn. EUR

Upturn Slowdown Stagnation Recovery

Intra-European ~ Intra-European - Intra-European - Intra-European

FDI: 63% - FDI: 66% - FDI: 47% - FDI: 52%

500
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H Intra-European FDI projects m Extra-European FDI projects
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Drivers of FDI across
European regions
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Investors have different motives for
investing in Europe

------ » Market seeking

Key drivers + Market demand +
Market accessibility +

‘- ---» Resource seeking

Key drivers * Natural resources  +
Human capital +
Industry clusters +

----- » Efficiency seeking

Key drivers + Cost factors
Labour supply +
Industry clusters +

----» Strategic access

Key drivers « |nnovation +
*  Human capital +
Dominance of
incumbent firms
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FDI drivers differ across territorial
groups of regions

Regions with different

Urban-rural regions Metropolitan regions levels of development

| | ]

1. Urban regions 1. Capital metropolitan 1. More developed regions

2. Intermediate regions regions 2. Transition regions

3. Rural regions 2. Other metropolitan 3. Less developed regions
regions

3. Non-metropolitan regions

° Different motives for investing in different types of regions

Why expect
different FDI
drivers?

e FDI type differs across regions (e.g. HQ in capital regions)

e The cost of doing business may differ across regions
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FDI is unequally distributed across
European regions

Share of non-European FDI inflows (2003-2015)

100%
Regions that receive a More developed
80% larger share of FDI than ¢
their GDP e Urban
60%
Capital city
0 ¢ metropolita
40% ¢ Other metropolitan
Non-metropolitan Regions that receive a
20% Intermediate smaller share of FDI than
. ¢ Transition GDP
0% Rural ~ Less developed
0% 20% 40% 60% 80% 100%

Share of GDP (2003-2015)
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FDI concentration, strong industry
clusters and a level playing field
are main drivers

1% increase in the regional X% increase in the likelihood of
FDI driver receiving an FDI project
Strength of industry clusters - 1,45%
Labour abundance I 0,15%
Tertiary education I 0,12%
Accessibility | 0,04%
Level of innovation 0,00%
FDI concentration 3,34%
Population density 0,35%
Market size 0,07%
Border region -0,74%

Dominance of incumbent firms  -2,51%
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Findings for intra-European FDI are
similar, but...

European investors place more emphasis on strong industrial clusters and
large regional markets

European investors place less emphasis on FDI concentration, population
density, labour abundance and higher education

More evenly distributed across regions than extra-European FDI

Rural, non-metropolitan and less developed regions receive a larger share
of intra-European greenfield FDI than their economic size would predict

----» Economic convergence
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Impacts of FDI
across European
regions
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Foreign firms have a
disproportionately large footprint
in the EU

Foreign firms account for 3% of the number of firms but...

18% of employment 32% of production value 28% of value added

" : © 2l ——
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FDI brings significant regional
productivity spillovers

One percentage point increase in FDI concentration increases the labour
productivity of local firms by...

Intra-industry productivity spillovers Broader regional productivity spillovers

Manufacturing . 0,2% Manufacturing - 1,4%
Services _ 0,8% Services

2,0%
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FDI does not affect employment

among local firms

Channels of impact Empirical analysis

Crowding out

Increased demand for locally produced
goods |
> ‘

Productivity spillovers

Higher productivity can increase
employment in the long run

T

N

Short run Long run

Employment
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No evidence of
employment impacts
among local firms

On average, the negative
crowding out effect is
counter-balanced by an
increase in demand and
productivity spillovers



Productivity spillovers are larger
for smaller firms - and for extra-
European FDI

Extra-European FDI Intra-European FDI

Micro firms

Micro firms ’
N 2 2% B 0.9%

SMEs ’
I 1 6%
_ B o2% _
Large firms Large firms
I o0
m Intra-industry spillovers m Intra-industry spillovers

m Broader regional spillovers m Broader regional spillovers
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Concluding remarks
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Much is done to attract FDI - but
more can be done

@ * Reinforce the Single Market * Integrate Europe globally

2 » Ensure political, regulatory and ¢ Stimulate economic growth

a legal predictability

2 » Ensure efficient collaboration « Ensure labour market flexibility
% between different layers of and integration

© public administration « Implement efficient competition
2 » Use financial incentives policies

§ selectively

» Secure competitive skills base <« Stimulate internationalisation

« Persistently build strong and tqrgeted international
clusters around existing branding
strengths « Attract foreign talent

* Invest in accessibility

Regional level
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Policies to increase the benefits of
FDI inflows

I Optimise spillovers and integrate foreign firms in the local economy

Offer after-care support

I Improve the integration of SMEs with foreign firms
I Key focus on non-European investors
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