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Motivation	
  
•  OuDlows	
  of	
  FDIs	
  from	
  developing	
  economies	
  have	
  reached	
  
the	
  record	
  level	
  of	
  $553	
  billion	
  in	
  2013:	
  39%	
  of	
  global	
  FDI	
  
ouDlows,	
  up	
  from	
  16%	
  in	
  2007	
  (UNCTAD,	
  2014);	
  

	
  

•  Open	
  debate	
  in	
  both	
  Interna&onal	
  Business	
  and	
  Economic	
  
Geography:	
  
– Are	
  Emerging	
  Market	
  Mul&na&onals	
  (EMNEs)	
  
structurally	
  different	
  from	
  Advanced	
  Economies	
  
Mul&na&onals	
  (AMNEs)?	
  	
  

– Are	
  they	
  catching-­‐up	
  and	
  converging	
  towards	
  
‘established’	
  models	
  of	
  MNEs’	
  behaviour?	
  	
  

	
  

•  The	
  focus	
  of	
  this	
  paper	
  is	
  on	
  the	
  similari&es	
  and	
  differences	
  
of	
  the	
  loca&on	
  strategies	
  of	
  EMNEs	
  and	
  AMNEs	
  in	
  in the 
EU-25 regions.	
  



Loca)on	
  between	
  and	
  within	
  countries	
  

•  The	
  economic	
  and	
  interna&onal	
  business	
  theory	
  has	
  dealt	
  
successfully	
  with	
  the	
  reasons	
  why	
  a	
  firm	
  becomes	
  mul&na&onal	
  
(O)	
  and	
  how	
  it	
  carries	
  out	
  its	
  mul&na&onal	
  ac&vi&es	
  (I)	
  but	
  so	
  far	
  
the	
  discussion	
  about	
  where	
  it	
  goes	
  to	
  interna)onalize	
  its	
  
ac)vi)es	
  (L)	
  has	
  remained	
  rather	
  fuzzy;	
  

•  “MNE’s	
  loca&on	
  decisions	
  are	
  becoming	
  increasingly	
  complex	
  and	
  
dependent	
  on	
  the	
  variety	
  and	
  quality	
  of	
  highly	
  localized	
  
assets”	
  (McCann	
  and	
  Iammarino,	
  2013:	
  360);	
  

•  Sub-­‐na)onal	
  spa)al	
  heterogeneity	
  should	
  be	
  fully	
  accounted	
  for:	
  
MNEs	
  are	
  aGracted	
  to	
  specific	
  loca)ons	
  due	
  to	
  their	
  par)cular	
  
characteris)cs	
  (McCann	
  and	
  Mudambi,	
  2005);	
  

•  It	
  is	
  cri&cal	
  to	
  extend	
  the	
  loca&on	
  analysis	
  of	
  MNEs,	
  integra&ng	
  the	
  
factors	
  explaining	
  the	
  within-­‐country	
  varia)on	
  with	
  those	
  related	
  
with	
  between-­‐country	
  varia)on	
  (Beugelsdijk	
  and	
  Mudambi,	
  
2013).	
  



Loca)on	
  Strategies	
  of	
  Emerging	
  Countries	
  
Mul)na)onals	
  

•  The	
  analysis	
  of	
  EMNEs’	
  loca&on	
  strategies	
  has	
  mainly	
  focused	
  on	
  the	
  
alterna&ve	
  between	
  inves&ng	
  in	
  advanced	
  economies	
  vs.	
  other	
  
developing/emerging	
  countries:	
  no	
  aGen)on	
  to	
  sub-­‐na)onal	
  factors.	
  	
  

•  Exis&ng	
  literature	
  concludes	
  that	
  EMNEs	
  target:	
  
–  developed	
  countries	
  when	
  they	
  aim	
  at	
  accessing	
  new	
  
technologies	
  and	
  markets;	
  

–  developing	
  countries	
  when	
  they	
  have	
  labour	
  seeking	
  mo)va)ons	
  
(Kedia	
  et	
  al.	
  2012;	
  Makino	
  et	
  al,	
  2002);	
  

•  Their	
  investments	
  might	
  respond	
  differently	
  to	
  na&onal	
  and	
  sub-­‐
na&onal	
  drivers	
  but	
  NO	
  empirical	
  tes&ng	
  (Cuervo-­‐Cazurra	
  and	
  
Ramamur&,	
  2014)	
  	
  

•  It	
  is	
  necessary	
  to	
  iden&fy	
  (and	
  opera&onalize)	
  the	
  key	
  ‘mo&ves’	
  
agrac&ng	
  foreign	
  investments	
  in	
  different	
  (sub-­‐na&onal)	
  loca&ons.	
  	
  



Loca)on	
  is	
  driven	
  by	
  investment	
  mo)ves	
  	
  
	
  

•  Market	
  seeking:	
  MNEs	
  are	
  agracted	
  by	
  the	
  size	
  and	
  the	
  
poten&al	
  of	
  the	
  host	
  market.	
  They	
  target	
  specific	
  customer	
  
segments	
  and/or	
  the	
  wealthiest	
  regions/ci&es	
  (Beugelsdijk	
  
and	
  Mudambi,	
  2013);	
  	
  

•  Efficiency-­‐seeking:	
  MNEs	
  are	
  agracted	
  by	
  low	
  labour	
  costs,	
  
unemployment,	
  and	
  availability	
  of	
  skilled	
  and	
  unskilled	
  
workers	
  (Flores	
  and	
  Aguilera,	
  2007);	
  

•  Asset	
  seeking:	
  MNEs	
  search	
  for	
  specialized,	
  knowledge-­‐
related	
  assets	
  and	
  agglomera&on	
  economies	
  genera&ng	
  
knowledge-­‐spillovers.	
  Knowledge	
  and	
  in	
  general,	
  intangible	
  
L	
  advantages	
  are	
  highly	
  localized	
  and	
  concentrated	
  in	
  few	
  
sub-­‐na&onal	
  units	
  (e.g.	
  Cantwell	
  and	
  Piscitello,	
  1999;	
  
Dunning,	
  2009;	
  McCann	
  and	
  Iammarino,	
  2013);	
  

	
  



Loca)on	
  is	
  also	
  driven	
  by	
  the	
  behaviour	
  of	
  other	
  MNEs	
  
•  MNEs	
  learn	
  about	
  the	
  different	
  agrac&veness	
  of	
  alterna&ve	
  

loca&ons	
  by	
  observing	
  the	
  entry	
  choices	
  of	
  previous	
  
investors	
  (assessment	
  learning);	
  

•  If	
  MNEs	
  are	
  uncertain	
  about	
  alterna&ve	
  loca&ons	
  they	
  tend	
  
to	
  follow	
  firms	
  with	
  which	
  they	
  share	
  some	
  commonali)es	
  
such	
  as	
  the	
  same	
  or	
  related	
  industry	
  specializa)on	
  (Berbedos	
  
et	
  al,	
  2011);	
  

•  At	
  a	
  certain	
  point	
  agglomera&ons	
  can	
  also	
  generate	
  
‘compe))on	
  effects’	
  leading	
  to	
  price	
  compe&&on	
  and	
  higher	
  
input	
  and	
  labour	
  costs	
  (inverted	
  U-­‐shaped);	
  

•  The	
  benefit	
  of	
  co-­‐loca&on	
  is	
  also	
  the	
  possibility	
  to	
  exploit	
  
agglomera)on	
  economies	
  such	
  as	
  the	
  availability	
  of	
  a	
  skilled	
  
labour	
  pool	
  and	
  specialized	
  input	
  suppliers	
  and	
  service	
  
providers.	
  

	
  



Research	
  ques)ons	
  

•  Do	
  EMNEs	
  loca&on	
  strategies	
  respond	
  to	
  
different	
  investment	
  mo)ves	
  from	
  
AMNEs?	
  	
  

•  Are	
  EMNEs	
  agracted	
  by	
  a	
  different	
  set	
  of	
  
characteris)cs	
  of	
  their	
  des)na)on	
  
economies	
  in	
  comparison	
  with	
  AMNEs?	
  

•  Are	
  na)onal	
  and	
  regional	
  characteris)cs	
  
valued	
  differently	
  by	
  EMNEs	
  and	
  AMNEs?	
  



Data	
  

•  fDi	
  Markets:	
  the	
  dataset	
  includes	
  greenfield	
  
investments	
  covering	
  all	
  sectors	
  and	
  countries	
  
worldwide	
  since	
  2003;	
  

•  Our	
  empirical	
  analysis	
  is	
  based	
  on	
  22,065	
  deals	
  
undertaken	
  by	
  MNEs	
  from	
  the	
  en&re	
  world	
  into	
  
the	
  EU25	
  NUTS1/2	
  regions	
  between	
  2003	
  and	
  
2008;	
  

•  EMNEs	
  (EME)	
  include	
  India,	
  China,	
  Russia,	
  
Turkey,	
  Hong	
  Kong,	
  Brazil,	
  Mexico,	
  South	
  Africa,	
  
Thailand	
  and	
  Chile	
  (robustness	
  checks	
  with	
  other	
  
groupings).	
  

•  Regional	
  data	
  from	
  Eurostat	
  



The	
  Nested	
  Logit	
  Model	
  

•  Pij	
  is	
  the	
  probability	
  of	
  choosing	
  region	
  j	
  in	
  a	
  country	
  i;	
  
•  Pj/i	
  is	
  	
  the	
  probability	
  of	
  choosing	
  region	
  j	
  condi&oned	
  on	
  the	
  choice	
  of	
  country	
  i,	
  

depending	
  on	
  the	
  characteris&cs	
  of	
  the	
  ni	
  regions	
  belonging	
  to	
  country	
  i;	
  
•  Pi	
   is	
   the	
  probability	
  of	
  choosing	
  a	
  country	
   i	
  depending	
  on	
   the	
  characteris&cs	
  of	
  

the	
  country	
  and	
  on	
  those	
  of	
  all	
  its	
  regions.	
  

•  The model tests the nested decision structure - a) 
choosing a country i and b) selecting a region j in the 
chosen i country - of the investment decision, 
shedding light on the relative importance of 
national vs. regional location factors. 



Investment	
  loca)on	
  drivers	
  
The	
  probability	
  of	
  a	
  certain	
  region	
  to	
  be	
  chosen	
  as	
  a	
  des&na&on	
  of	
  a	
  
foreign	
  investment	
  is	
  es&mated	
  as	
  a	
  func&on	
  of:	
  
① Market	
  seeking	
  mo&va&on:	
  Regional	
  GDP	
  per	
  capita;	
  
② Strategic	
  asset	
  seeking	
  mo&va&on:	
  

a)  Patent	
  Intensity	
  to	
  capture	
  the	
  extent	
  to	
  which	
  MNEs	
  expect	
  to	
  
benefit	
  from	
  localised	
  knowledge	
  spillovers	
  from	
  indigenous	
  
firms;	
  	
  

b)  Social	
  filter	
  condi&ons:	
  structural	
  pre-­‐condi&ons	
  to	
  establish	
  
afully	
  func&onal	
  regional	
  systems	
  of	
  innova&on;	
  

③ Efficiency	
  seeking	
  mo&va&on:	
  Regional	
  unemployment	
  as	
  a	
  proxy	
  of	
  
the	
  labour	
  market	
  condi&ons	
  in	
  terms	
  of	
  the	
  excess	
  of	
  labour	
  supply	
  
over	
  demand;	
  	
  
④ Regional	
  agglomera&on	
  of	
  foreign	
  investments:	
  	
  

	
  a)	
  Total	
  pre-­‐exisDng	
  investments;	
  	
  
	
  b)	
  Investments	
  in	
  the	
  same	
  sector;	
  
	
  c)	
  Investments	
  in	
  the	
  same	
  acDvity.	
  

	
  



Loca)on	
  Drivers	
  of	
  AMNEs	
  vs.	
  EMNEs	
  in	
  the	
  EU	
  regions	
  
	
  

Market	
  seeking	
   •  Intra-­‐EU	
  de-­‐concentra)on	
  
•  NA	
  and	
  EME	
  concentra)on	
  in	
  

large	
  mkts	
  



Loca)on	
  Drivers	
  of	
  AMNEs	
  vs.	
  EMNEs	
  in	
  the	
  EU	
  regions	
  
	
  

Efficiency	
  Seeking	
   •  Never	
  relevant	
  contrary	
  to	
  
policy	
  emphasis	
  



Loca)on	
  Drivers	
  of	
  AMNEs	
  vs.	
  EMNEs	
  in	
  the	
  EU	
  regions	
  
	
  

Asset	
  seeking	
  
•  Intra-­‐EU	
  and	
  NA	
  aGracted	
  by	
  

technological	
  dynamism	
  
•  ‘SoS’	
  innova)on	
  factors	
  only	
  

relevant	
  to	
  intra-­‐UE	
  



Loca)on	
  Drivers	
  of	
  AMNEs	
  vs.	
  EMNEs	
  in	
  the	
  EU	
  regions	
  
	
  

Asset	
  seeking	
  
(only	
  HQ,	
  INNO,	
  
SALES,	
  LOG&DIST)	
  

•  EME	
  also	
  aGracted	
  by	
  
technological	
  dynamism	
  

•  But	
  ‘SoS’	
  innova)on	
  factors	
  
NOT	
  relevant	
  



Loca)on	
  Drivers	
  of	
  AMNEs	
  vs.	
  EMNEs	
  in	
  the	
  EU	
  regions	
  
	
  

Imita)on	
  /	
  
Agglomera)on	
  

•  Func)onal	
  and	
  sectoral	
  links	
  
maGer	
  for	
  ALL	
  MNEs	
  

•  Decreasing	
  returns	
  from	
  total	
  
agglomera)on	
  of	
  un-­‐related	
  
investments	
  



A	
  summary	
  of	
  the	
  empirical	
  findings	
  
	
  •  Dissimilarity	
  parameters	
  measure	
  the	
  
‘weight’	
  the	
  investor	
  	
  ascribes	
  to	
  
regional	
  (1)	
  vs	
  na)onal	
  (0)	
  drivers	
  

	
  



Conclusions	
  

① In	
  the	
  aqermath	
  of	
  a	
  major	
  economic	
  crisis	
  the	
  
agrac&on	
  of	
  EMNEs	
  is	
  crucially	
  important	
  to	
  re-­‐
launch	
  na&onal	
  and	
  regional	
  economic	
  growth	
  
in	
  Europe.	
  	
  

② EMNEs	
  are	
  not	
  moved	
  by	
  efficiency-­‐seeking	
  
mo&ves;	
  

③ Their	
  interest	
  for	
  large	
  markets	
  –	
  that	
  cannot	
  
easily	
  be	
  influenced	
  by	
  public	
  policies	
  –	
  is	
  
coupled	
  by	
  two	
  other	
  ‘agrac&on’	
  factors:	
  
strategic	
  assets	
  and	
  func&onal	
  and	
  sectorial	
  
agglomera&on.	
  



Policy	
  implica)ons	
  
•  Policy	
  makers	
  can	
  play	
  mul&ple	
  and	
  diversified	
  roles:	
  
àLeverage	
  strategic	
  asset	
  seeking	
  mo&ves	
  by:	
  

a)	
  reinforcing	
  na&onal	
  and	
  regional	
  technological	
  
capabili&es;	
  
b)	
  suppor&ng	
  the	
  development	
  of	
  ‘ins&tu&onal	
  bridges’	
  
able	
  to	
  facilitate	
  EMNEs	
  in	
  their	
  understanding	
  of	
  ‘soq’	
  
innova&on	
  driver;	
  

	
  àLeverage	
  func&onal	
  and	
  sectorial	
  agglomera&ons	
  
by:	
  

•  Careful	
  diagnosis	
  	
  of	
  the	
  na&onal	
  and	
  regional	
  
economies	
  +	
  Informa&on;	
  

	
  àCoordina&on	
  between	
  na&onal	
  and	
  regional	
  
levels.	
  
	
  



Future Research  
•  Exploiting a new database (EMENDATA): 

– greenfield investments and M&As; 
– Unit of analysis: the investing firm 

therefore taking into account of the 
whole complexity of the 
internationalization strategy (multiple 
investments in the same and/or in 
different countries/regions).  
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  you	
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Empirical	
  results:	
  Loca)on	
  Drivers	
  of	
  MNEs	
  in	
  the	
  EU	
  regions	
  
	
  



‘Social Filter’ Index (Crescenzi et al., 2007, 
2012; Crescenzi and Rodrıguez-Pose, 2011) 

•  SF is an indicator based on the structural pre-
conditions to establish fully functional regional 
systems of innovation and socio-institutional 
conditions favorable to the embeddedness of 
economic activities; 

•  SF includes two major domains combined 
through principal component analysis:  
–  educational achievements; 
–  productive employment of human resources; 

•  These two domains, combined simultaneously 
with Principal Component Analysis, generate a 
socio-economic profile that make some regions 
prone and others averse to innovation.   



The	
  ‘Social	
  Filter’	
  combines,	
  by	
  means	
  of	
  Principal	
  
Component	
  Analysis	
  

•  %	
  employed	
  people	
  with	
  ter&ary	
  educa&on	
  
level	
  	
  

•  %	
  popula&on	
  with	
  ter&ary	
  educa&on	
  level	
  	
  
•  Agricultural	
  employment	
  as	
  %	
  of	
  total	
  
employment	
  

•  Long	
  term	
  unemployed	
  as	
  %	
  of	
  total	
  
unemployment.	
  

•  People	
  aged	
  15-­‐24	
  as	
  %	
  of	
  total	
  popula&on	
  

23	
  



Dissimilarity	
  Parameters:	
  	
  
regions	
  vs	
  country	
  factors	
  (NON	
  MAN)	
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