| nttps://doi.org/10.18778/1508-2008.10.13 |

JANINA WITKOWSKA

EU Position in the Global Flows of FDI

Abstract

The aim of this paper is to analyse and evaluate the European Union (EU)
position with respect to global FDI flows, as well as factors influencing it.
A comparative analysis of the position is made against a group of highly
developed countries, including Union’s main competitors (e.g. USA and Japan).
The paper discusses also the intra-EU flows of FDI. Special attention is paid to
the monetary union and common currency (the euro) and how they shape FDI
flows going inward and outward of the European Union and the euro zone.

I ntroduction

Capital mobility is the dominant feature of a modegtobal economy.
Foreign direct investment (FDI) represents an important element of capital flows
that take place between countries, integrated groups and within such groups.
This study analyses and evaluates EU position with respect to global FDI flows,
as well as factors that make it vary. In addition, a comparative analysis of the
position is made against a group of highly developed countries, including
Community’s main competitors (e.g. USA and Japan). The analysis discusses
also the intra-Community flows of FDI. Special attention is paid to the monetary
union and common currency (the euro) and how they shape FDI flows going
inward and outward of the European Union and the euro zone.
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1. Global and regional regulations applying to FDI

Due to the failure of negotiations concerning theltNateral Agreement
on Investment, a general agreement regulating speas of foreign direct
investments at the global level does not exist. hatilateral laws in force
apply to selected aspects of foreign investment.

WTO members have to comply with the Agreement oad&rRelated
Investment Measures (TRIMs), which bans to subfgetign investors to policy
measures that might either distort or disorganizernational trade. Some
regulations governing investments in the servicestos are imposed by the
General Agreement on Trade in Services (GATS). iBorevestments are also
covered by numerous multi- and bilateral agreemapfdying to the area of
investment

At the megaregional level, understood as a bodystahdards and
regulations developed by organizations associatinmtries at a similar level of
development, some rules pertaining to internatibnainess are in forteThere
are, for instance, the OECD rules influencing thgaaization’s member states.
The most important of them are the Code of Libeadion of Capital
Movements, the Code of Liberalization of Currenti$rble Transactions and
guidelines referring to various areas in econorip.

Regional regulations provide standards and direstitaat have bearing on
the regional, integrated economic groups (suchlsNEERCOSUR, NAFTA,
and AFTA). The European Union, being world’'s mostvanced integrated
group, has attained the highest degree of derégulaif the international
economic movements (i.e. of the markets), includirigmovement of capital.

Processes aimed to integrate the capital and fimamarkets in the EU
member states were long-lasting and encountered miastacles. For a long
time, the removal of barriers impeding the movenwntapital was viewed as
a secondary goal of European integrati®uccessive directives issued in years
1960-1988 gradually lifted restrictions on indivadiypes of capital transactions
between the member states, starting with transectomnsidered the safest in

1 world Investment Report 2003. FDI Policies for Depenent: National and International
PerspectivesN. New York and Geneva 2003, p. 17.

27. Wysokiiska, J. WitkowskaRegulation And Deregulation Processes In CEE Cousitrie
And International Business: the Case of Polafia:] Entry And Marketing Strategies Into And
From Central And Eastern Europé. Larimo (ed.), University of Vaasa, Vaasa 2(f2,35-61.

3 More on this subject in J. Witkowsk&ynek czynnikéw produkcji w procesie integracji
europejskiej. Trendy, wspotzatesci, perspektywy Wyd. Ut, £édz 2001, p. 35 and also;
Z. Wysokiaska, J. Witkowska)ntegracja europejska. Rozwoj rynkowyd. Naukowe PWN,
Warsaw-£6d 1999, p. 128 and next.
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terms of member states’ financial stability (e@yefgn direct investments, short
and medium-term commercial credit, personal capitaements), and ending
with the most controversial and difficult to intnack, such as liberalization of
the short-term flows. Formally, the liberalizatiaf capital movements was
assumed complete, when the Maastricht Treaty wagpsed. The Treaty
confirmed the freedom of capital movements and idex a stable legal basis
for the transactions. According to article 56 (78b}he Treaty establishing the
European Community ,all restrictions on the moveteh capital between
Member States and between Member States and tloutitrees shall be
prohibited”, and additionally , all restrictions gmayments between Member
States and between Member States and third cosistial be prohibited” The
discussed regulations are directly applicable, n@.additional legal acts are
necessary to make them effectiv@he right of establishment and the free
movement of capital are now enshrined in articksdd 56 of the EC Treaty, as
amended by the Treaty of Nice in 2601

2. Effectsof strengthening Eur opean integration on FDI flowsfrom
and to the European Union

Direct investors operating in both EC member staed other places
reacted to the strengthening European integrattmmposed of successive
stages. The introduction of a customs union irydees 1958-1968 attracted FDI
inflows from the third countries, mainly the USAThe emergence of a single
internal market clearly made the area more appg#dinnvestors. In the period
1987-1993, the annual average of global FDI flowsaded to the European
Community accounted for almost 40% of their fotahe trend broke down in
1994. The main cause of the collapse was econarigis i the first half of the
1990s. The accession of new countries to the EU995 and the wave of
transborder mergers and acquisitions, includingehwithin the Community,

4 Consolidated Version of the Treaty EstablishingEneopean Communifttp.www.europa.
eu.int/ eur-lex/enf/treaties/dat/EC-consol.html.

5 See W. PostulskiSwoboda przeptywu kapitatu i platiog, [in:] Wprowadzenie do prawa
Wspolnot Europejskich (Unii Europejskiefh. Wrobel (ed.), Kantor Wydawniczy Zakamycze,
Zakamycze 2002, pp. 382-396.

% The Legal Aspects of Intra-EU Investmehitp://www.eu.scadplus/leg/en/lvb/124403.htm.

" More in J. WitkowskaBezpgrednie inwestycje zagraniczne w Europiedkowowschodniej.
Proba interpretacji na gruncie teorii bezfrednich inwestycji zagranicznych i teorii integraciji
Wyd. UL, £6dz 1996.

8 UNCTAD data and author’s calculations.
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that could be observed in the second half of th@049mproved again the
relative EU position in the total FDI inflows. Theurge in mergers and
acquisitions, mostly non-hostile, was actually adgployment of forces and
resources” in the face of globalization and intégraprocesses taking place in
various parts of the world. It is believed that steengthening integration of the
European Union in the 1990s, the political stapitf the area, the size of its
market and good infrastructure were factors aitigahvestors; the introduction
of the euro is considered another catalyst induaiggers and acquisitiohs

The intensifying competition forced transnationalporations to pursue new
strategies. However, a phase of short respite &nadegy reformulation was
unavoidable in the period of decelerated economaert.

FDI inflows peaked in 2000, when the EU share imbgl FDI inflows
increased to over 49% (see table 1). The propodfanansborder mergers and
acquisitions in the inflows accounted for 85’8%Most of them were intra-
Community mergers. The trend broke down drastidall2001. FDI inflows to
the EU member states decreased by more than 40%acechwith the previous
year, and the total EU share in global FDI inflodvepped to 43.7%. The intra-
Community mergers and acquisitions fell by morentb@% in one year. It is
believed that the global FDI flows, including thpart targeting the EU, plunged
because of the slowing down economic grdwttAs a consequence, the
numbers and values of transborder mergers andsitguos that in the previous
years had spurred a rapid increase in flows didettethe highly developed
countries dropped on an unprecedented scale. Aogotd the UNCTAD data,
the downward trend that emerged in 2001 contindsal ia the next years, i.e.
2002 and 2009, The negative trend in the global economy reveesethte as
2004. The next year, i.e. 2005, also turned outdeable in that respect. Global
FDI inflows were then estimated at US$ 916'bfihe trend change was caused
by the improving world economy, higher profitalyilof enterprises, recovery of
mergers and acquisitions and increased investordidence. Nevertheless, the
level of FDI flows was still lower than in the redoyear 2000.

9World Investment Report 2001. Promoting Linkadés, UNCTAD, N. York and Geneva
2001, p. 15; J. C. Trichethe Euro after Two YearsJournal of Common Market Studies” 2001,
vol. 39, No 1, p. 8.

0 UNCTAD data and author’s calculations.

" World Investment Report 2002. Transnational Corpioret and Export Competitiveness
UN, N. York and Geneva 2002, pp. XVI-XVII.

2word Investment Report 2006. FDI From Developingd Afiransition Economies:
Implications For Development/N, New York and Geneva 2006, Annex table B.1.

13 |bidem.
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EU participation in global FDI inflows grew in thdifficult period for the
world economy, and for the first time after earB90s EU received more than
half of the inflows (55.3%, see table 1). Betwe@2and 2004, when foreign
investors were more interested in placing investmen the developing
countries, EU shares in global FDI flows decreased2004, when the EU
enlarged after receiving 10 new member statesshege in the global FDI
inflows dropped to one of the lowest levels in #malysed period and accounted
for only 30.1%. In the next year, the EU improvest position as a recipient of
the flows and the percentage went up to 46% ofajlBbI inflows.

From data presented in table 1 it follows that agndine developed
countries the USA is the second destination for. FBpending on the period,
USA received from 10% to 25% of global FDI flowsto®ing EU’s shares in
global FDI inflows are coupled with the declineW$ shares. For instance, in
2002 the EU held more than 55% and in the sametiieddS share dropped by
almost 10 percentage points compared with the puswear and made up 11%.
On the other hand, Japan still receives limited wm® of FDI. In the years
1991-2005, her participation in the global FDI avfls did not exceed 1.5%.
In 2005, the rate was only 0.3%.

In the analysed period, FDI outflows going outside European Union
showed similar trends (see table 2). However, diative EU share in global
outflows exceeded her share in total FDI inflowshi/ in 2000 the former
surpassed 68%, it kept falling between 2001 andl 260each 41.2% in 2004.
On the other hand, in 2005 as much as 71.2% ofglebI outflows originated
in EU member states. In the same year, US outwd®ts lecreased and
disinvestment appeared. This situation is utterfifecent from that in the
previous years, when US shares in global FDI owdloanged from 10 to 27%.
It is possible that results for the years 2004-28f5seriously biased because of
considerable differences between data on globaliffidws and outflows.

From a comparison of the absolute amounts of Fildws and outflow it
follows that the EU was a net capital exporter tiglmut the analysed period.
Also the 2005 UNCTAD data on the amounts of FDkkttor the world, the
main countries of its origin, and countries of degion prove that in the last
twenty years the EU (treated as a group) took ¢lad bmong the major global
investors®. Still in 1980 estimates of FDI stock provided tyg USA (around
US$ 215 bn) slightly exceeded its counterpart neadélable by the EC member
states at that time (US$ 205 bn), but in 2005 catedl EU investments

14 Developed Countries Dominate World FDI StotdN News Update, 25 Aug. 2003 and
World Investment Report 2006 op.cit., Annex table B.2.
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(together with the intra-Community FDI) stood at$J5 trillion, i.e. they were
more than 2.5 times larger than US FDI stock (US4In).

3. Theimportance of theeurofor FDI flows

The introduction of the euro was a fundamentaf@cprocesses affecting
all segments of the capital and financial marketc@dkding to the European
Commission, the accelerated integration of EU'srfitial markets was made
possible owing to the operation of three interesldfactors=

» globalization supported by the liberalization ofeimational movements of
capital, deregulation of finance, and technologjragress;

» establishment of a common regulatory frameworklifancial services in the
EU in the process of building a single Europeanketaraccompanied by
financial reforms implemented by the member states;

* introduction of a common currency — the euro.

The behaviour of investors inside the European kraad in the euro
zone can be explained via the integration theomt thefines basic effects
appearing at individual stages of integration, dyd means of the eclectic
paradigm of international production formulated By Dunning (the OLI
paradigm) that at this cognitive level seems tehlgemost universal FDI theory.
Effects produced by the establishment of an econ@mél monetary union that
potentially important for foreign investors includeduced transaction costs
(owing to the introduction of a single currency)dadower capital acquisition
costs (interest rates decline because inflatiagsrptogressively gravitate toward
the lowest rates in the member states), etc. Thierghvestors active in the euro
zone can adjust their strategies, but essentialgdsawere compelled by the
need to operate in the single European métket

Besides, higher market transparency in the monetaign area enhances
the entire area’s attractiveness to investors ftieenthird countries, especially
investors pursuing horizontal investments in otdetake advantage of specific
assets of their firm§

15 Communication From the Commission. The Euro Area he World Economy —
Developments In The First Three YeaDdrectorate General Economic and Financial A#air
“Euro Paper” No 46, July 2002, p. 29

18D, G. MayesThe External Implications of Closer European Inteigna, “National Institute
Economic Review” 1990, No 134, pp. 73-83; J. WitkkayBezpdrednie inwestycje zagraniczne
w EuropieSrodkowowschodniej..op.cit., p. 193.

' N. Pain, D. van Welsunyntying the Gordian Knot:..op.cit., p. 838.
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Two databases can be used to analyse the dynarhiE®Ploinflows
directed to the European Union and the euro zoeeEurostat and UNCTAD.
One registers FDI flows denominated in the euro tedother one in the US
dollars. FDI flows show different dynamics depemdion which database was
used to calculate it. This finding highlights imfestions in the data-gathering
systems. The results can also be affected by sutatéows occurring within
the economic union between Belgium and LuxemboBtd=(J), which have the
character of financial transfefs

From data presented in table 3 it follows (Euroskaia) that in the first
year after the monetary union was introduced theof@an Union as a whole
showed a slightly higher speed of FDI inflow thdwe teuro zone, but in both
cases the rate of growth of FDI flows was spectabulhigh (207.4% and
196.8%, respectively). In the next year, i.e. 2080¢ecord year in the world
economy, the dynamics of FDI inflows to the eurcmeowas higher and
amounted to 214.7% against 197.6% for EU-15. Thgh [dynamics of FDI
inflow to the euro zone in years 1999-2000 coindidéth the growth trends in
the entire world economy. The reason for the tretudsppear was, among
others, strong activity shown by investors in theazof transborder mergers and
acquisitions. The scale of FDI inflows to the eamme can also be associated
with euro depreciation in that period. Presumaitéysinking value was another
factor that attracted investors’ projects to theezo

In 2001, the world FDI flows collapsed, causingrandatic decline in FDI
inflows directed to the entire EU and the euro zoflee annual FDI inflow
received by the EU made up only 55.3% of the previgear’s value and in the
euro zone it was less than 50%. The FDI downtur20@1, both on global scale
and in the EU, had many sources connected withwibidd business cycle,
termillgation of mergers and acquisitions and theotist attack against the
USA™.

In years 2002-2004, an unfavourable period fomtbdd economy, trends
in FDI inflows to the euro zone were also rought dalayed by one year.
According to the Eurostat data, FDI flows directedhe euro zone in 2002 were
larger by 10.3% than in 2001; in the next two yetmsir absolute values
dropped and in 2003 they made up only 71.7% of theiount in the previous
year; in 2004, they made up 54.3% of their 2003i@alThis adverse trend
reversed in 2005, when investments flowing to thieoezone increased by

18 Ch. Tylor, Foreign Direct Investment And The Euro: The FirsteFYears “Cambridge
Journal of Economics”online 10.01.2007, Abstract, http://cje.oxfordjournals/ogicontent/
abstract/be1044v1l.

19 seeWorld Investment Report 2002. Transnational Corpioraand Export Competitivengss
UN, New York and Geneva 2002, pp. 3-13.
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72.6% against the year 2004. It has to be stretsegdhe absolute amount of
FDI inflow in that period did not exceed its lewel2000. In addition to factors
generally shaping global FDI flows, we need to rienthat after 2002 the euro
zone was also affected by euro appreciation (withestendency to fluctuate).
As theoretical analyses show, the situation coutdadirage foreign investors
from placing their projects in that area.

Table 4 presents the amounts and dynamics of Fidwa to three
EU-15 non-euro countries against the dynamics dfffeving to the euro zone.
The fact that the countries stayed outside the eooe did not deter
foreign investors from investing there in the fipgriod (years 1999-2000).
A particularly high dynamics of FDI inflow was ndtén the countries in the
first year of the monetary union. FDI flows grevethby almost 90% in the case
of Denmark, as much as 243.4% for Sweden and o9 fr the UK. The
strong upward trend maintained in Denmark and tKeal$o in the next year
(growth by almost 260% and 56%, respectively). Appty, the establishment
of the monetary union with eleven EU member statiels not weaken the
investment appeal of countries staying outsideutiien. Years 2001-2003 were
a period of declining FDI inflows to the countridhe flows were smaller and
smaller every year. The UK observed another meéuliigflow of FDI only in
the period 2004-2005.

Data in table 5 show how intra-Community FDI refateo total
investments received by the euro zone, by all casmtomprising EU-15 and
by countries remaining outside the monetary unftording to the data, the
intra-Community FDIs flowing to the euro zone comdd from three-fourths to
four-fifths of total FDI directed to the euro zorEhe only exception to this
pattern was the year 2001. Such high proportioimtoi-Community FDI in the
total FDI inflow to the euro zone proves strengthgrties among the members
of the monetary and economic union, and that tHenuwas attractive to the
non-euro member states. The data evidently undetlwe already discussed
positive effects of the monetary and economic union

Data in table 5 show also that EU-originated investts placed in the
euro zone made up from 45% to over 60% of total EDécted to EU-15
(excluding the year 2001, when they accounted fdy 80%). On the other
hand, three EU-15 countries staying outside the etzoy union received
investments mostly from third countries, but alsonf other member states.
In the first period, the share of intra-CommunitpIFin total investments
flowing to the non-euro member states representadsh one-fourth. Between
2000 and 2003, the share decreased to less thaemheand then grew again to
nearly one-fourth in the years 2004-2005. As tha dhow, countries outside
the euro zone are attractive for investors baséidind countries.
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UNCTAD data in table 6 confirm the general trendflioed by analyses
based on the Eurostat data. Therefore, in theg@sbd of the monetary union
both EU-15 and the euro zone had high rates of tiyroivFDI inflows. Data for
the year 2001 confirm that FDI inflows broke dovanit in 2002 both the euro
zone and EU-15 received increased inflows of FDéaré 2003-2004 was
a period when FDI inflows directed to both areasreased again. The trend
reversed in 2005, as EU-15 and the euro zone niateptr FDI inflows.
Nevertheless, the absolute amount of FDI inflowstii§ below the record level
of 2000.

The difference observable between Eurostat and UNICd@ata concerns
the dynamics of FDI inflow to the euro zone. Cadltidns based on the
UNCTAD data indicate a higher rate of FDI inflowttee euro zone than to EU-
15 in the first period of the monetary union.

Throughout the analysed period, EU-15 was a nebrésmpof FDI stock,
which means that FDI outflows from the EU area exesl the received inflows.
This observation is confirmed by data in tablensthe analysed period, the euro
zone as a whole was a net exporter of FDI stockewcluding years 2002-2003,
when FDI inflows exceeded FDI outflows in the zomwdl the results are
basically correspondent to outcomes provided byor#teeal research. The
EU-15 countries combine a highly developed areaiavebtors based there hold
proprietary advantages of monopolistic charactbe advantages allow them to
compensate for additional costs that have to bariad when foreign direct
investments are launched. In the case of firmsdasd¢he euro zone, one of
such advantages can be their membership in a cyremea with a strong and
stable monetary unit. Changes in the dynamics dfffélvs from and to EU-15
can be explained in terms of variations in eurctemal value. At this point,
however, some of the data resist interpretatiorthénperiod when the external
value of the euro started to stabilise (2002) dmal déuro appreciation trend
emerged (2003), the euro countries became a neairierpof FDI stock. This
short-lived situation can be explained throughithpacts of factors other than
currency-related, or in terms of the special camfigion of international
production. When the euro is appreciating, manufatg and sale of products
utilizing intermediate goods imported from investohome countries in the
same place where an investment was made may egeoanainflow of projects
from outside the euro zone. Successive years,2004 and 2005, brought
asurplus in FDI coming from the euro zone. At tame time, the euro
appreciation trend became stronger.
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Conclusions

1) Processes aimed to integrate the capital and fimantarkets in the EU
member states were long lasting and encounteredemw® obstacles.
Formally, the liberalization of the movement of itab ended with the
approval of the Maastricht Treaty. The Treaty gotees the freedom of
capital movement within the Community and in degdinvith third countries.
The guarantees cover also flows of FDI and so #ffect them.

2)As an entire integrated group, the EU is a leadaglobal FDI flows. It is a
net exporter of FDI stock. EU’s share in global Ffiflows varies in time and
ranges from 30 to 55%, depending on the period.sEbare in global FDI
outflows is usually higher and fits within the intal 41-71%.

3) The high dynamics of FDI inflow to the EU and thee@zone in years 1999
and 2000 coincided with growth trends in the woglconomy that were
triggered by investors’ strong involvement in tlamikler mergers and
acquisitions. The amount of increase in FDI infladitected to the euro zone
can be attributed also to the depreciation of tire & that period.

4)In the hard years for the world economy (2002-2004@nds characterising
FDI inflows in the EU and the euro zone was unfagble as well, and
delayed by one yeafhe situation changed in 2005. In addition to fexto
generally shaping FDI flows in the world economtgrsng from 2002 the
euro zone was affected by euro appreciation, vathestendency to fluctuate.
According to theory, the situation could discourdgeeign investors from
placing their projects in the euro zone.

5) A high share of intra-Community FDI in the total Fbflow to the euro zone
evidences the consolidation of ties linking memb&tes combining the
monetary and economic union and the union’s appmadther members,
remaining outside the euro zone.

6) In the first period of the monetary union, the reame countries (Denmark,
Sweden, and UK) had no reason to feel that theimeamies were less
appealing to foreign investors. In the next yeki3] inflows to the countries
declined, but this situation cannot be explicitligributed to their being
outside the euro zone. Countries not participatindpe monetary union seem
to be more attractive for investments from thirdiivies than for the intra-
Community projects.



Tablel. Annual FDI flowsreceived by developed countriesand EU, years 1991-2005 (%)

Specification

Sharein total FDI (%)

0.2

1.5

1991-96 1997 1998 1999 2000 2001 2002 2003 2004 2005
1. Total FDI flowing to all
countries 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2. Developed countries 60.8 56.0 68.8 76.4 80.4 69. 76 64. 55.7
including:
- Wester n Europe® 35.8 28.9 38.3 46.0 51.0 45.1 59.7 49.1 30.6 47.3
including:
- European Union®” 34.4 26.5 36.4 441 49.1 43.7 55.3 455 301 46.0
- North America 21.0 23.8 28.7 28.6 27. 22, 13 10. 1.4
including:
USA 184 215 25.4 26.3 225 19.5 10.0 9.5 17.2 10.9
- Other developed
countries 4.0 3.2 1.7 1.9 2.1 1.9 3.8 4.2 7.7 2.7
including:
Japan 0.4 0.7 0.5 1.2 0.6 0.8 1.3 1.4 1.1 0.3

a) from 2002 data on Europe.

b) from 2004 EU-25.

Source UNCTAD data and author’s calculations.



Table 2. Annual outflows of foreign direct investment from the developed countries, years 1991- 2002, (%)

o Sharein total FDI (%)
Specification
1991-96 | 1997 1998 1999 2000 2001 2002 2003 2004 2005
1. Total FDI outflowsdirected to
all countries 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2. Developed countries 85.7 83.1 92.3 93.1 91.4 929 92 91.7 84.4 .0
including:
- Western Europe® 50.0 51.2 63.8 70.3 72.7 65.9 60.9 56.5 45.3 79.5
including:
- European Union® 455 46.3 60.8 66.7 68.2 63.5 58.7 50.3 41.2 71.2
- North America 26.8 24.9 24.2 20.7 15.8 197 24 26.9 3.7 p.7
including:
USA 23.9 20.1 19.2 19.1 11.9 14.6 20.7 23.1 27.4 -1.6
- Other developed countries 9.0 6.9 4.2 2.2 3.0 7.4 6. 8.4 6|4 d8
including:
Japan 7.4 5.5 3.5 2.1 2.6 5.4 4.9 5.1 3.8 5.8

a) from 2002 data on Europe.
b) from 2004 EU-25.

Sources: UNCTAD data and author’s calculations.
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Table 3. Dynamics of foreign direct investment flowing to the European Union and the euro
zone, year s 1999-2005, %

- 1999 2000 2001 2002 2003 2004 2005

Specification Previous | Previous | Previous | Previous | Previous | Previous | Previous
year=100 | year=100 | year=100 | year=100 | year=100 | year=100 | year=100

EU 259 - - - 88.6 72.6 61.5 217.3
EU 15 207.4 197.6 55.3 87.8 73.7 57.3 227.1
Eurozone, | 1968 | 2147 492 1103 717 54.3 1726
including:
Belgium - - - - 171.7 118.2 74.1
BLEUP 719.4 179.2 453 - - - -
Ger many 121.5 409.1 13.7 192.9 45,5 -47.1 215.6
Ireland 220.5 164.9 37.6 285.2 65.6 42.1] -294]1
Greece - - 141.7 - - - -
Spain 167.6 244.3 73.7 1315 54.9 86.9 93.G
France 157.8 106.6 132.2 84.6 72.4 67.1] 202.4
Italy 282.6 223.1 1145 93.4 93.5 93.8 117.p
Luxemburg - - - - 65.0 78.0 144.8
The 1142 | 1791 83.7 45.9 69.9 9.1 1958]8
Netherlands
Austria 68.3 342.9 68.8 6.6 157.5 49.2 235.5
Portugal 40.7 654.5 97.2 27.1 400.0 25.0 131.6
Finland 39.8 223.3 43.8 202.4 34.1 82.8 133.9

a) from 2001 data on countries comprising EU-25.
b) BLEU — economic union between Belgium and Luxembourg.
Source: Eurostat data and author’s calculations.
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Table4. Dynamics of FDI flowing to the euro zone and EU-15 countries outside the
monetary union, years 1999-2005, %

1999 2000 2001 2002 2003 2004 2005
Specification Previous | Previous | Previous | Previous | Previous | Previous | Previous
year=100 | year=100 | year=100 | year=100 | year=100 | year=100 | year=100
Euro zone 196.8 214.7 49.2 110.3 717 154.3 60.7
Denmark 189.5 359.2 27.6 48.6 -44.2 - -
Sweden 343.4 38.2 61.0 - - - -
UK 131.0 156.1 457 434 58.4 303.4 283.8

Source: Eurostat data and author’s calculations.

Table5. Intra-Community foreign direct investment asa % of FDI inflowsto the euro zone
and a % of total FDI inflowsto EU-15, years 1998-2005

Specification

1998

1999

2000

2001

2002 2003 2004

2005

I ntra-Community
FDI flowing to the
eurozoneasa %
of total FDI

inflow totheeuro
zone

73.3

78.1

85.9

46.4

724 721 86.1

79.2

I ntra-Community
FDI flowing to the
eurozoneasa %
of total FDI
inflow to EU-15

511

51.6

61.7

29.6

58.1 56.3 63.7

I ntra-Community
FDI received by
the non-euro
countries® asa %
of total FDI
inflow to EU-15

276

249

9.0

6.7

6.3

28 225

273

a) concerns EU-15 countries, i.e. Denmark, Swedertlze UK.
Source: Eurostat and author’s calculations.
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Table 6. Foreign direct investment received by the EU and euro zone, year s 1999-2005,
(UNCTAD data; %)

1999 2000 2001 2002 2003 2004 2005

Specification Previous | Previous | Previous | Previous | Previous | Previous | Previous
year=100 | year=100 | year=100 | year=100 | year=100 | year=100 |year =100

Total world 157.3 127.7 58.9 87.6 77.9 127.5 128.9
EU 259 - 197.3
EU 15 191.9 140.1 53.2 111.0 60.6 77.1 209.1
Euro zone, 211.8 157.9 56.9 126.0 60.9 500 | 160.6
including:
Austria 66.7 293.3 67.0 6.8 1775.0 549 228.2
Belgium - - 214.1 125.7 56.4
Belgiumand {57 5 74.1 99.4
L uxembourg
Finland 230.0 173.9 46.3 2135 41.8 106.1 131.4
France 150.0 93.1 116.6 97.0 86.7 739 2025
Germany 228.0 3535 10.6 239.3 57.8 -51.7 216.6
Greece - - 145.5 31 2600.0 161.5 28.6
Ireland 211.6 141.8 37.6 299 78.6 49.1 -203.6
Italy 265.4 194.2 111.2 97.3 113.1 102.4 119.0
L uxembourg - - - - 33 102.6 925
The 111.4 155.1 81.2 48.2 86.8 1.8 10900
Netherlands ’ ) ) ) ) )
Portugal 38.7 566.7 86.8 30.5 477.8 279 129.2
Spain
EU-15
countries
outsidethe
euro zone
Denmark 216.9 202.4 34.0 54.8 41.3 -411.5 495
Sweden 307.6 38.0 51.3 98.3 427 252.0 106.3
UK 118.4 135.0 44.3 45.6 70.0 334.5 292.7

Source: UNCTAD and author’s calculations.
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Table7. FDI outflows from EU-15 and the eur o zone, years 1999-2005, (% and billions

of euros)

Specification

1999

2000

2001

2002

2003

2004

2005

FDI outflows
from EU-15
(Previousyear =
100)

200.6

1525

56.2

78.2

815

87.0

169.2

FDI outflows
from theeuro
zone
(Previousyear =
100)

149.6

149.1

58.2

81.8

79.8

95.9

179.9

Balance of FDI
outflows and
inflowsin EU-15
(billions of euros)

256.9

174.2

106.0

321.0

62.2

155.1

149.5

Balance of FDI
outflows and
inflowsin the
euro zone
(billions of euros)

146.9

9.8

67.4

-40.8

108.5

205.8

Source: Eurostat data and author’s calculations.




