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 INTRODUCTION 

Setting the scene 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The recent (i.e. years 2004, 2007, and 2013) EU enlargements brought the borders of the 
EU to a set of countries in the East with historically less intensive economic relations. These 
countries have been part of the (former) Soviet Union and are characterized by lower 
development levels and significant institutional and structural differences. At the same time, 
in the Southern and the Eastern rim of the Mediterranean Sea, the EU is faced with countries 
that are linked to individual EU countries through their colonial past. Both bordering areas, 
in the EU East and the EU South, have been gaining significance as they include emerging 
economies, energy suppliers, or, simply, a large neighboring market, which is crucial for the 
EU economy. 
Thus, the EU launched, in 2004, the European Neighborhood Policy (ENP), a unified policy 
framework towards its neighboring countries (the ENP countries; see Figure 1). The objective 
of the ENP is to strengthen the prosperity, stability and security of the EU, creating a “ring of 
friends” around the EU political borders. The ENP framework applies to Armenia, Azerbaijan, 
Belarus, Georgia, Moldova and Ukraine (the ENP East countries) as well as to Algeria, Egypt, 
Israel, Jordan, Lebanon, Libya, Morocco, Occupied Palestinian Territory (hereinafter: 
Palestine), Syria and Tunisia (the ENP South countries). The ENP is synergic to other EU 
initiatives in this area such as the Eastern Partnership (launched in Prague, in 2009), the 
Euro-Mediterranean Partnership or Union for the Mediterranean (re-launched in Paris, in 
2008), and the Black Sea Synergy (launched in Kiev, in 2008). 
The ENP is a distinct and separate process from the EU enlargement; however, the ENP 
countries operate under conditions of “neighborhood Europeanization”. This indicates an 
apparent mismatch – the so-called “capabilities-expectations” gap – between ENP 
requirements/demands, on the one hand, and ENP potential gains/rewards, on the other. 
To put it simply, on the one hand, the EU has designed the ENP, for its neighboring countries, 
aiming to expand relations and strengthen prosperity, stability and security in its external 
borders. On the other hand, the neighboring countries understand the ENP as a first step in a 
long road that will end-up with full membership. Such an expectation is, partly, justified on 
the historical record of the EU formation, which, in a series of enlargements, has managed to 
expand, first southwards and then eastwards, and integrate countries with different 
development levels and institutional endowments. 
Despite the fact that the proper “membership anchor” is missing, the progressive 
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compliance with the acquis communautaire (i.e. the corpus of EU laws and policies) is a 
necessary condition for the ENP countries in order to increase their “weight” on the EU 
market. This is so, since according to the Treaty of Lisbon, forced in 2009, EU policies with a 
bearing on relations to third countries (such as the ENP countries) should be guided by a 
common set of principles and objectives such as the consolidation and support of 
democracy and the preservation of peace. Thereof, the ENP offers conditional preferential 
economic and political relations in exchange of the recipient countries’ adherence to the 
ENP principles. In particular, the EU pursues the implementation of Deep and 
Comprehensive Free Trade Agreements (DCFTAs) with its neighboring countries. DCFTAs are 
the main policy thrust of the ENP, involving tailor-made agreements and conditions (in 
contrast to the rigid Copenhagen criteria that characterize the EU eastwards enlargement) 
aiming at bringing the EU neighbors gradually closer to the Single Market. Hence, in 
practice, the ENP countries operate, within the ENP framework, under conditions tantamount 
to economic integration.  

 
 

Objective of the research 
 

SEARCH (“Sharing KnowledgE Assets: InteRregionally Cohesive NeigHborhoods”) Project, 
being implemented within the 7th European Community Framework Programme (FP7-SSH-
2010.2.2-1(266834) European Commission), analyses the impact of the ENP on the 
integration of neighboring countries and the EU in the areas of trade and capital flows, 
mobility and human capital, technological activities and innovation diffusion, and the 
institutional environment. In particular, the 2nd Work Package (WP2) of SEARCH Project, 
titled “Trade Flows and Localization Choices” has the general objective to study, both 
theoretically and empirically, the patterns of economic interaction between the EU and its 
neighboring countries, to project future trends and identify the effects of higher levels of 
economic integration to the growth, competitiveness and cohesion prospects of the two 
areas. 
The specific objectives of WP2 are: a) the analysis of the trade patterns between the EU and 
its neighboring countries and their possible effects on growth, structural change and 
cohesion in both areas; b) the analysis of the locational choices of EU mobile investment, the 
direction and drivers of capital mobility and its effects on the EU new member states and its 
neighboring countries; c) the assessment of the efforts made by domestic and foreign firms 
to invest in technological and organizational capacities with a special focus on the impact of 
localized institutional environments; d) the analysis of the spatial intra-country effects of 
higher levels of trade and investment interaction in both the EU and its neighboring 
countries; and e) the discussion of the policy options at the EU level that take into 
consideration the effects of integration and attempt to increase and spread its benefits on 
both sides of the external EU borders. 
The findings of WP2 provide clear-cut answers to a series of research questions: Which is the 
evolution of trade patterns between EU countries and their neighboring countries? Which is 
the impact of trade activity between EU countries and their neighboring countries on growth, 
structural change and cohesion? Which is the evolution of capital mobility between EU 
countries and their neighboring countries? Which is the impact of capital mobility between 
EU countries and their neighboring countries on growth, structural change and cohesion? 
Which are the policy implications of the evolution of trade activity and capital mobility 
between EU countries and their neighboring countries? 
WP2 is carried out in parallel to WP3 (“People Mobility and Human Capital”), WP4 
(“Technological Activities and Innovation Diffusion in the EU and Interaction with 
Neighboring Countries”), and WP5 (“Institutional Environment”). Hence, a strong 
cooperation methodology has been established among the WP leaders, ensuring the 
progressive coordination and alignment of the research activities. Building on the relevant 
findings, this allows for cross-fertilization and strengthening of the existing interrelation 
among the WPs of SEARCH Project. Given that SEARCH Project places strong emphasis on 
the policy dimension, research results of WP2 – as well as of WP3, WP4, and WP5 – are 
closely monitored and assessed as they emerge from WP6 (“Policy Issues and Research 
Implications: Toward an integrated European Research Neighborhood Policy Posture”) in 
order for their relevance for the formulation of policy recommendations to be ensured. 

 
 

“Departure” for the present Policy Brief The present Policy Brief draws on Deliverable 2.2 of SEARCH Project, and, in particular, on 
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 the part that refers to Task 2.2. Deliverable 2.2 is a complete report on patterns of economic 
interaction between the EU and its neighboring countries, submitted for review to the 
European Commission in line with the structure of Annex I to the Grant Agreement (i.e. the 
reference document for the work and the effort to be executed by SEARCH Consortium in 
carrying out SEARCH Project). Deliverable 2.2 synthesizes the work done on patterns of 
economic interaction between the EU and its neighboring countries, informing both the 
empirical direction and the theoretical underpinnings of WP2 of SEARCH Project. The 
general objective of Task 2.2 (capital mobility among EU and neighboring countries), in 
particular, is to undertake a theoretical discussion and an empirical analysis of capital 
mobility from the EU to the ENP countries in order to provide an assessment of the role of 
firms’ localization decisions on the economic social divide between the enlarged EU and its 
neighbors. 
According to Task 2.2, there are four (4) Working Papers analysing capital mobility among 
EU and its neighboring countries. These Working Papers are: a) WP2/12: MNEs location 
decisions in EU neighboring countries and economic institutions (authors: Andrea Ascani, 
Riccardo Crescenzi and Simona Iammarino); b) WP2/13: Origin of FDI and domestic 
productivity spillovers: Does European FDI have a “productivity advantage” in the ENP 
countries? (authors: Vassilis Monastiriotis and Mireia Borrell); c) WP2/14: Location choices 
of multinational companies in Ukraine (authors: Daria Zvirgzde, Daniel Schiller and Javier 
Revilla Diez); and d) WP2/15: Impacting innovation behavior of foreign and domestic firms: 
The case of Ukraine (authors: Daria Zvirgzde, Daniel Schiller and Javier Revilla Diez). 
Each Working Paper has a Policy Notes addendum i.e. a 2-3 pages text consisting of three 
(3) parts: (a) objectives of research in reference to policy; (b) scientific/research methods; 
and (c) policy value-added. Each Policy Notes text has contributed to the preparation of the 
present Policy Brief text, which incorporates the policy implications of the research findings, 
easing, thus, the (effective) communication with the policy-makers. 

 
 

Scientific approach 
 

Task 2.2 undertakes a theoretical discussion and an empirical analysis of the locational 
choices of EU FDI in both the EU new member-states and in the neighboring countries and, 
moreover, provides an assessment of the role of firms’ localization decisions on the 
economic social divide between the enlarged EU and its neighbors. A number of 
complementary research strategies are deployed: a) a theoretical analysis assessing the role 
of firms’ localization (offshoring) in the dynamic evolution of prosperity gaps between more 
and less industrialized countries and in avoiding the emergence of new dividing lines 
between enlarged EU and its neighbors; the ultimate purpose is to verify the hypothesis that 
offshoring, by reducing the technological gaps across locations, might have an important 
role in closing growth differentials between countries even though the existence of some 
obstacles may, in some cases, prevent between-countries inequality to be reduced; b) an 
empirical study of the offshoring decisions of EU firms in order to single out the national and, 
possibly, the regional level location determinants of multinational companies’ investments 
in the neighboring countries; furthermore, the study explores the differences between the old 
and the new EU members as investors in the neighboring countries; c) a selection of four (4) 
firm-level case studies selected from the top European investors (i.e. two (2) from the old 
and two (2) from the new EU members) operating in the neighboring countries in order to 
gain some qualitative insights into the determinants of their location decisions in the area 
with special reference to the role of intangible assets; the analysis is conducted on the basis 
of extensive interviews and information collection at the level of the headquarters as well as 
at the individual subsidiaries in the neighboring countries; and d) the utilization of the 
findings of existing company survey in order to assess, and explain by institutional factors, 
recent upgrading activities of both EU multinational and domestic firms located in 
neighboring countries. Together with the aforementioned research strategies, a specific 
survey is carried out in three (3) regions of Ukraine and Morocco, in three hundred (300) 
firms per country, in order to obtain comparative and task-specific micro data of different 
neighboring countries and regions within the countries. The survey companies were 
contacted by phone beforehand, the questionnaire was sent out by post/fax, filled out self-
administered and posted/faxed back to survey team. A telephone follow-up was used to 
ensure a higher quality of the answers.  
The analysis covers the period 2003-2012, focusing, mainly, to the period after the launch 
of the ENP, and utilizes both secondary and primary data. Secondary data are derived from 
FDi-MARKET and BEEPS databases. FDi-MARKET database includes information on 
individual investment projects (i.e. greenfield and brownfield investments) undertaken by 
multinational firms. BEEPS database includes information about the business and the 
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business environment of firms. Primary data are obtained from field research conducted 
within the framework of SEARCH Project. 

 
 

Structure of the present Policy Brief The current part of the present Policy Brief is introductory. The next part presents the main 
evidence of the analysis, offering valuable, conceptual and empirical, insight to both theory 
and policy-making. The third part provides policy recommendations on the basis of the 
analysis conducted. The fourth part summarizes the research parameters. The last part of the 
present Policy Brief presents the identity of SEARCH Project. 

 
 

 EVIDENCE AND ANALYSIS 

The European perspective stimulates and 
facilitates development 

It is widely accepted that the European perspective acts as a very strong stimulus for – and 
facilitator of – economic, political and institutional development by providing not only the 
incentives but also the (financial) resources to promote economic restructuring and 
institutional capacity-building. It is, thus, no surprise that especially for countries that are in 
dire need for economic restructuring, socio-political transformation and development, the 
process of European integration, in all of its facets (i.e. economic integration, political 
approximation and policy harmonization), has largely gone unquestioned.  Indeed, deeper 
association with the EU brings a number of political and economic benefits at the domestic 
national level, strengthening domestic policies and, thus, facilitating political reforms that 
consolidate the process of political transition, democratization and, in some cases, conflict 
resolution and normalization of external relations.  

 
 

The ambiguous impact of economic 
integration 

The paradigm of the European communities indicates that the process of integration, 
although it does not stem solely from economic incentives, is realized, first and foremost, in 
the economic field, as economic integration. Economic integration denotes a state of affairs 
or process which involves the amalgamation of separate economies into larger free trade 
regions. Indeed, international trade is usually the first type of linkage between independent 
economic units, and one of the most expedient (economic) factors in pushing economies 
into integration. Economic integration reduces the role of national borders as barriers to 
factor mobility, and is, further, reinforced (self-sustained process) by the reduction of trade 
costs. “Closed” borders distort market size, whereas the removal of economic barriers 
generates (releases) a number of spatial dynamics linked to better access to foreign markets 
and import competition. Therefore, even if there is, almost, unanimous consensus in the 
economic literature that the (market-based) process of economic integration is a positive-
sum game, an on-going debate is currently taking place concerning the distribution of its 
overall welfare gains. 

 
 

The pre-accession experience of the new 
EU countries 

In the 1990s, the new EU countries (i.e. acceded in 2004 and 2007) have experienced the 
processes of transition, from central planning to a free market economy, and integration, 
into the European economic space. The dynamics of these interacting processes have 
generated unprecedented pressures and have upset the structural bases of these countries. 
In particular, the new EU countries experienced a major decline in their GDP levels during the 
early transition period. Despite the partial reversal of this trend in the late 1990s, the new 
EU countries were still, at the time of accession, significantly behind not only from the 
respective figures of the EU-15 countries (i.e. the old EU countries) but also from their own 
earlier figures. This is so as the new environment has significantly affected the economic 
structures of the new EU countries. Market forces and transition policies of openness, 
privatization and deregulation changed the old internal organization of activities in ways that 
were often painful and forceful. The impact was recorded on the secondary sector of 
production, and especially on the sector of manufacturing. The recorded de-industrialization 
in the new EU countries is the combined outcome of market forces and transition policies, 
which led to an abrupt exposure of poorly organized domestic activities to external 
competition. Overall, the process and the policies of transition in EU NMS have led to a 
concentration of industrial activities in labor-intensive and resource-intensive sectors. The 
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shares of capital-intensive sectors were reduced significantly, indicating a structural 
deviation from the corresponding pattern of the EU-15 countries.  

 
 

The conceptual framework for the 
location choices of FDIs 

A firm decides to internationalize in order to enforce the development of its competitive 
advantages. A range of traditional economic factors may impact the firm’s decision on a 
specific location for its investment, such as availability of resources, market demand, 
strategic assets, and possibility to efficiently optimize the division of labor. Which factors 
actually impact on the location choice decision depends on the motivation of 
internationalisation, namely market seeking, resource seeking, efficiency seeking or 
strategic asset seeking. Moreover, it is highly acknowledged that agglomeration economies 
and proximity, definitely, impact on the decision of a firm to locate within specific 
environment, so that to get easily embedded into the latter. Except for the traditional 
economic factors impacting on the firm’s decision to go abroad, targeting a certain location, 
institutional quality and the local business culture play a very important role, especially in 
the transition economies. 

 
 

Institutional environment matters for 
FDIs attraction 

Controlling for traditional drivers of location behavior such as the size of host markets, 
market potential, agglomeration forces, trade costs and geography, wages, and education 
levels, economic institutions matter for MNCs’ strategies. This is so as the EU-origin MNCs 
prefer locations where economic institutions are better enforced, perceiving, thus, the 
different levels of integration between the EU and the destination countries when they select 
a location for investment. In particular, evidence suggests that countries where the 
government plays a larger role in the economy discourage foreign investors. Moreover, more 
secure property rights and a functioning legal system are important for foreign firms. Also, 
stable rates of inflation and reliable currencies are positively associated with MNCs’ location 
decisions. There is one exception, though; less regulatory constraints and burdens in 
markets appear not to be a significant driver of MNCs’ activities.    

 
 

MNCs do have heterogeneous tastes over 
recipient countries’ economic institutions 

MNCs do not attach the same relevance to different economic institutions. This is very likely 
related to heterogeneous characteristics at the firm level. It turns out that the indicators for 
property rights and legal system institutions as well as for monetary institutions are subject 
to a certain degree of taste variation in MNCs’ preferences. In particular, about 1/3 of MNCs 
from EU-15 investigating in the ENP area regularly prefer destinations where property rights 
and legal system institutions are less good, while 2/3 of investment goes where these 
aspects are of higher quality. As far as heterogeneity in monetary aspects of economic 
institutions is concerned, it might be that there are underlying differences at the MNCs 
individual level with respect to the modes of financing subsidiaries’ activities. Therefore, 
MNCs that undertake operations in locations with higher rates of inflation may set up 
affiliates that borrow money externally from local financial markets rather than internally 
from the parent company. Since external debt is more plausibly expressed in local currency 
than internal, higher inflation can erode foreign affiliates’ debt. 

 
 

Only a minor portion of EU firms select 
locations where economic institutions 
are not strong 

Only a minor portion of EU firms select locations where economic institutions are not strong. 
Indeed, there could be situations in which some actors prefer poor economic institutions if 
they can capture advantages from these weaknesses. Such an institutional subversion 
phenomenon is particularly documented in the case of transition economies, where political 
and economic elites basically replicate a system of flawed economic institutions that give 
them advantage over the rest of the population. This subversion of economic institutions is 
intimately associated with inequality and that less secure property rights as well as weaker 
legal systems eventually favor a country’s establishment, which aims at perpetuating the 
mechanisms that allow it accumulating power. In this picture, it is possible that some MNCs 
are oriented towards locations where they can establish influential connections with political 
and economic elites, which in turn allow them taking advantage of institutional poorness by 
obtaining rents or circumventing market rules. 
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FDIs’ spillovers have not reached their 
maximum value in the ENP region 

In the case of the new EU countries, where the involvement of the EU is magnified, FDI 
spillovers are very positive and strong, despite the fact that the recipient countries sharing 
similar problems of institutional quality and absorptive capacity with many of the ENP 
countries. This, in turn, suggests that further approximation with the countries of the ENP 
region and further intensification of economic links and capital flows may prove to be 
increasingly beneficial for the domestic economies of the ENP area.  

 
 

EU-originating FDIs appear to have a 
“productivity advantage” over FDI from 
other parts of the world 

EU-originating FDIs appear, consistently, to have a “productivity advantage” over 
investments from other parts of the world, in the sense that they tend to generate greater 
productivity spillovers for domestic firms or, at least, less significant negative effects. 
Although, theoretically, it is possible that this may emanate purely from technology and 
other advantages possessed by EU firms relative to other investors, in practice it is difficult to 
argue that EU MNCs would be systematically more advanced than MNCs of other origins. If 
this is true, then it can be argued that, at least, part of this “productivity advantage” must be 
related to the process of EU association, which gives a preferential access to EU firms in the 
ENP countries and harmonizes their institutional and legal environment. 

 
 

FDIs have higher absorptive capacity 
comparing to domestic firms 

Foreign-owned firms are excelling domestic counterparts in terms of innovation progress.
Greenfield FDIs are the most innovative firms, whereas domestic new private firms perform 
worst. Evidence suggests that domestic firms have much lower absorptive capacity in 
comparison to the subsidiaries of MNCs that bring along new knowledge and technologies. 

 
 

Low-tech industries have low absorptive 
capacity 

Firms in low-tech sectors (such as those activating in the sector of food and beverages) tend 
to invest in their absorptive capacity parameters (i.e. R&D-related activities) much less than 
those of high-tech sectors (such as those activating in the sector of machinery and 
equipment). This lowers their ability to learn from their business partners and innovate. 

 
 

Institutional environment is important for 
the innovation propensity of firms 

Institutional environment is important for the innovation propensity of firms. In particular, 
when institutional framework is supportive towards firms, it impacts positively their 
innovation performance, but when institutional environment gets thick, it becomes a burden 
for business agents, which cannot introduce innovations as they get locked in. 

 
 

 POLICY RECOMMENDATIONS 

Improvement of the quality of institutions 
in the ENP countries 

The EU and the ENP countries differ under many respects: education, culture, physical 
infrastructure. These elements could be, effectively, summarized under the label of 
institutions. There is, actually, a strong consensus on the role that institutions play in 
determining innovation and competitiveness of countries. Institutions refer to how societies 
are organized at all levels, including laws, customs, habits and traditions, and how this has 
an impact on the incentives, frameworks, ideas and behaviours of individuals and social 
entities. Some institutions directly favour or hinder the emergence of innovations; moreover, 
they interact at different levels, generating complex structures such as national, regional or 
sectoral systems of innovation. Thus, policy-makers might consider taking actions aim at 
improving the quality of institutions in the ENP countries. This is not only relevant to attract 
global capital but it is also fundamental to stimulate domestic economies. Indeed, 
improving economic institutions is very likely to be evaluated as a positive signal by foreign 
investors, overall. This is even more relevant in the case of developing and transition 
economies, where economic institutions are frequently poor, whilst MNCs are increasingly 
interested in expanding into the new markets that they represent. Although some MNCs 
appear to be attracted by less good economic institutions, it is not suggested that 
replicating flawed institutional environment is an adequate policy option. In fact, weak 
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institutions imply distortions in the system of incentives within an economy that are not 
counterbalanced by more FDIs. Furthermore, FDIs attracted by institutional weakness are 
more likely to benefit local elites than the aggregate recipient economy. 

 
 

Encouragement of FDIs to serve the local 
markets 

Policy-makers might consider taking actions in order to encourage investing firms to serve 
the local market rather than use the regional economic systems as solemnly resource bases. 
This could be possibly achieved by the targeted development of local infrastructures, 
especially in areas where the tendency of incoming investors is to re-import manufactured 
goods abroad. Targeted development of local infrastructures refers to the support of local 
SMEs in building customer-supplier networks and clusters of sector-specific firms by the 
national (and regional) governments as well as by public institutional centers.  

 
 

Support domestic firms to become 
competitive 

Policy-makers might consider taking actions in order to support domestic firms so that the 
technological gap between foreign-owned and domestic firms decreases. In particular, there 
is a need to provide financial incentives especially to domestic new private firms, which will 
enable them to innovate and become competitive enough towards their foreign 
counterparts. Providing sufficient financial support for innovation activities, will allow 
domestic firms to invest more in R&D activities. 

 
 

Support domestic firms to increase their 
absorptive capacity 

In order to increase the absorptive capacity of domestic firms, policy-makers might consider 
introducing more research-based education programs at the universities so that local human 
capital is skilled enough to enable innovations. Moreover, policy-makers might take actions 
to create high quality labor conditions for local personnel so that employees get motivated 
to work in tech-related industries as highly competitive and prestigious work environments.  

 
 

Initiation of proactive industrial and 
development policies 

The ENP undertaking has a limited room for success if not combined with proactive industrial 
and development policies. The EU has an expertise in such policies, gaining, also, some 
experience (and drawn some lessons) from the early stages of restructuring in transition 
countries. Policy-makers need to find the will to allocate sufficient and, largely 
unconditional, resources for the implementation of such policies in the ENP countries. These 
policies will help to develop cross-border multiplier effects that will be mutually beneficial 
for both sides of the external borders of the EU, promoting at the same time a balanced EU-
ENP integration and a balanced intra-EU development. 

 
 

 RESEARCH PARAMETERS 

Introductory statement The present Policy Brief draws on Deliverable 2.2 of SEARCH Project, and, in particular, on 
the part that refers to Task 2.2 (capital mobility among EU and neighboring countries), 
incorporating the policy implications of the corresponding research findings. The present 
Policy Brief offers policy recommendations, easing the (effective) communication with the 
policy-makers.   

 
 

Objectives of the research  
 
 

The specific objectives of the research are: a) the analysis of the trade patterns between the 
EU and its neighboring countries and their possible effects on growth, structural change and 
cohesion in both areas; b) the analysis of the locational choices of EU mobile investment, the 
direction and drivers of capital mobility and its effects on the EU new member states and its 
neighboring countries; c) the assessment of the efforts made by domestic and foreign firms 
to invest in technological and organizational capacities with a special focus on the impact of 
localized institutional environments; d) the analysis of the spatial intra-country effects of 
higher levels of trade and investment interaction in both the EU and its neighboring 
countries; and e) the discussion of the policy options at the EU level that take into 
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consideration the effects of integration and attempt to increase and spread its benefits on 
both sides of the external EU borders. 
In particular, the specific objectives of Task 2.2 (capital mobility among EU and neighboring 
countries) are to examine: a) the role of firms’ localization (offshoring) in the dynamic 
evolution of prosperity gaps between more and less industrialized countries and in avoiding 
the emergence of new dividing lines between enlarged EU and its neighbors; b) the 
offshoring decisions of EU firms in order to single out the national and, possibly, the regional 
level location determinants of multinational companies’ investments in the neighboring 
countries; c) the determinants of multinationals location decisions in the new EU countries 
with special reference to the role of intangible assets; and d) the upgrading activities of both 
EU multinational and domestic firms located in neighboring countries.  

 
 

Methodology Addressing the research objectives of Task 2.2, secondary and primary, national-level, data 
are utilized. Secondary data are derived from FDi-MARKET and BEEPS databases. FDi-
MARKET database includes information on individual investment projects (i.e. greenfield 
and brownfield investments) undertaken by multinational firms. BEEPS database includes 
information about the business and the business environment of firms. Primary data are 
obtained from field research conducted within the framework of SEARCH Project. The 
utilization of the available data allows for the thorough study of capital flows, between the 
EU and the ENP countries, by means of a wide array of (sophisticated) research 
methodologies: a) screening of the EU policy documents related to the ENP; b) review of the 
theoretical and empirical literature on patterns of economic interaction; c) conduct of 
descriptive statistical analysis; d) compilation of random-coefficient mixed logit models; e) 
compilation of conditional logit models; f) compilation of nested logit models; g) 
compilation of production function models; h) compilation of multinomial logit regression 
models; and i) compilation of binary logit regression models. The analysis covers the period 
2003-2012.  
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