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Abstract  

This thesis addresses the research question ‘What can the government of Denmark do to attract green-

field Foreign Direct Investment (FDI) within its green sector?’ with the aim of creating a series of policy 

proposals for the sitting Danish government that will make Denmark a more investment climate. To achieve 

this, the thesis mainly utilizes John Dunning’s eclectic paradigm to determine the locational factors that 

make Denmark an attractive location for FDI, but draws upon other theoretical frameworks as well. The 

thesis includes a thorough assessment of the history of FDI within Denmark, the Danish investment promo-

tion system as well as whether FDI is beneficial to Denmark or not. The thesis also defines what constitutes 

green investment and addresses how Denmark can maintain its competitive edge within the green industry.  

Despite epistemological challenges, most notably lack of readily accessible data, the thesis concludes 

that Denmark can become a more attractive investment location within the green industry by  

 

- pursuing a more ambitious policy with regards to climate change and sustainability 

- branding itself better 

- maintaining and improving its educational and R&D-regime 

- ensuring closer cooperation between regional, local and state actors to ensure the transfer 

of best practices within investment promotion 

- cooperating closer with Norway and Sweden to brand Scandinavia internationally  
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Introduction  

In February of 2015, the American IT-giant Apple announced a €1.7 billion data center investment in the 

Danish city of Viborg. The 166.000m2 datacenter is estimated to create at least 300 full-time jobs, a number 

Apple itself regards as a ‘conservative estimate’ (Jensen, 2015), as well numerous temporary positions dur-

ing construction. Code-named ‘Projekt Orkan’, ‘Project Hurricane’, by Invest in Denmark, the national Dan-

ish investment promotion agency, the final investment decision was taken after more than 100 meetings 

between Apple and Danish officials, five visits to Denmark and the thorough evaluation competing offers 

from numerous locations, both in Denmark and in other nations. The final decision was based upon the 

ability of Viborg to deliver 100% green energy, as well as local R&D-hub focusing on alternative energy 

(ibid).  

The investment of Apple in Denmark is just one of the latest examples of Denmark’s engagement with 

the outside world. Since the end of the Second World War Denmark has based much of its development on 

foreign trade. Exports accounted for 53% of GDP in 2014, up from 31% in 1974 (Statistics Denmark, 2015a), 

and despite only 1.3% of total firms operating in Denmark having foreign ownership, these firm employ 

18.9% of Danish full time workers and accounted for 22.8% of total revenue (Statistics Denmark, 2015b). It 

is no surprise that the financial engagement of Denmark abroad been subject to a plethora of writing, both 

political and academic1. 

However, the vast majority of these reports and studies focus on how Denmark can increase its exports 

and engage more actively in foreign trade as a whole. The topic of Foreign Direct Investment (FDI), which 

the investment of Apple in Viborg is an example of, and the role it could play for Denmark in open world 

economy, has received far less attention from both scholars and politicians. This is despite the near univer-

sal scholarly consensus that FDI can and does improve growth in recipient national markets by providing 

1 The Danish Trade Council, part of the Danish Ministry of Foreign Affairs, publishes quarterly reports on prospective 
Danish export markets and Statistics Denmark publishes a comprehensive annual report on Danish foreign trade. 
Politically, successive Danish governments, both left- or right-wing, have issued numerous statements and plans that 
should lead to an increase in foreign trade.  
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access to new technology, creating jobs and fostering trade partnerships. Politically, comprehensive strat-

egies have been written on how Denmark can facilitate more exports and international cooperation (e.g. 

Danish Government, 2014), but very few dealing explicitly with FDI and its role for the Danish economy.  

Few, if any, politicians, both at the national and local levels, objected to the billion-dollar injection into the 

local economy the investment of Apple provided, so this is lack of political emphasis on FDI is noticeable.  

This thesis seeks to help fill this scholarly and political void by asking and answering the research ques-

tion: 

 
What can the government of Denmark do to attract greenfield Foreign Direct Investment (FDI) 

within its green industry?  

 

Internationally, emphasizing FDI has proven to be a success for number of countries in proximity to 

Denmark, most notably Sweden and Ireland. Denmark itself has experienced a stagnation in the inward 

flow of FDI has since 2006 (Copenhagen Economics, 2006; Dansk Erhverv, 2013): a 2013 report assessed 

that if Denmark maintained the same level of FDI as Sweden, the Danish economy would benefit from an 

additional 397 billion DKK in FDI inflows (Dansk Erhverv, 2013).  

Considering its high rankings on numerous global indicators, ranging from everything to ease of doing 

business to R&D-spending (Appendix 3), and the increasing global emphasis on sustainability both at home 

and abroad, Denmark should be in a unique investment to attract FDI akin to Apple in Viborg. The thesis 

will analyze and answer the research question, using a variety of FDI theories and frameworks, both in 

terms of policy and structure of the investment promotion system.  
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PART I – Structure, Terminology & Methodology  
Having outlined and presented the background and motivation for the research question, the first sec-

tion of the thesis will outline the structure of the assignment. The thesis will follow a four-part structure.  

 

Figure 1: Structure of the thesis  
 
Part I of the thesis will describe the structure and methodology of the thesis, as well as defining the 

terms used throughout the thesis. Firstly, this section will outline the delimitations inherent in the research 

question, stating what the thesis will address and what it will disregard within the study of FDI. The final 

objective of the assignment will be made clear, presenting a series of policy and organizational suggestions 

for the Danish government to implement in order to increase inward green FDI.   

PART I – Structure, Terminology and Theory 
Scope and delimitation of the thesis  
Ontology & Epistemology 
Sources and Data 
Definitions and Terms 
Theoretical Frameworks 

 
 

PART II – Is FDI beneficial to host economies? 
Marxist critiques of FDI 
The impact of FDI on host economies 
Does FDI lead to a race to the bottom? 

  
 
 
 

PART III – Analyzing FDI, the green sector and the locational advantages in Denmark 
The history of FDI in Denmark 
The impact of greenfield investments on the Danish economy  
The green sector of Denmark 
 Assessing the locational advantages within Denmark  

 
 
 

PART IV – The prospect of green FDI: farfetched dream or potential reality? 
Maintain an ambitious, but tangible, green policy 
Emphasize technical education and R&D 
Adapt the structure of the Danish Investment Promotion System 
Better branding and image building 
Closer cooperation with the Nordic Countries on Investment Promotion 
Lower taxes – more FDI? 
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Following that, the ontology and epistemology of this thesis will be laid out and rationalized, clearly 

stating what methodological tools are available and what constraints the epistemology places on their use. 

A description on the use of sources and data will follow next, addressing any issues with data and scholarly 

writings encountered during research, and following that, the the most widely used terms and statistics 

within the study of FDI will be defined.  

The final section part I will explain the methodological and theoretical frameworks of this thesis, the IO-

theory of Stephen Hymer and the eclectic paradigm of John Dunning. As these frameworks take a holistic 

approach to FDI as a business decision and this thesis is only concerned with the actions that governments 

can take to increase FDI, this section will also define what aspects of these theories will find use in the 

thesis. This section will also include a brief historical overview of the developments of FDI theory, to lay out 

the ontological and epistemological origins of both IO theory and the eclectic paradigm, as well as a presen-

tation of other minor theories used throughout this thesis.  

Part II of this thesis is short, but crucial. It will outline the most popular criticisms levied against FDI and 

address them, arguing that Greenfield FDI, the type of FDI central to this thesis, is beneficial to both com-

panies and nations, and thus something governments should strive to attract. 

Part III contains the first half of the central analysis, beginning with a historical assessment of Denmark 

as an FDI nation and the impact that FDI has had on the Danish economy. Following that, the nature of the 

country specific advantages that Denmark enjoys will be analyzed using the Dunning framework , with the 

intention of serving as a foundation for the final suggestions the thesis aims to provide. Finally, a statistical 

and descriptive outline of the green sector in Denmark will be made.  

Part IV will build on the analysis of part III, by debating and suggesting various policy initiatives, which 

can improve the foreign investment climate in Denmark. Finally, the thesis will summarize and conclude its 

finding as well as propose topics for further research.  
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Scope and delimitation of the thesis  

The topic of FDI is massive, and even though most literature and theory focus either on the company 

perspective or on FDI as a prospect for development, merely researching how Denmark can attract FDI in 

general is too large a topic to address in one thesis. The research question itself, ‘How can the Government 

of Denmark attract more greenfield foreign direct investment within its green sector?’, has four inherent 

limitations embedded in it.  

Firstly, limiting the assignment to only looking at Denmark is a significant delimitation. While some re-

search has looked at FDI at a sub-national level (Kottaridi, et al., 2004), Denmark is country of limited geo-

graphical and economic scope, making a countrywide analytical approach the most feasible. This is not to 

say that factors outside Denmark will be disregarded: factors such as membership of international bodies, 

foreign relations and trade agreements will be assessed where necessary. Furthermore, in the analysis and 

assessment of the Danish investment promotion strategy, the structure and relationship between regional 

Investment Promotion Agencies (IPA) will be looked at.  However, as the main aim remains to provide ad-

vice for the government, this will only be done if it helps answering the research question.  

The second limitation lies in the institution it aims to advise, namely the Government of Denmark. While 

private and quasi-public institutions certainly can and do help attract foreign investment, the Danish gov-

ernment operates the largest IPA in Denmark, Invest in Denmark, and is thus an obvious candidate for 

advice. In FDI terms, this limits research to looking at inward, rather than outward FDI-flows. Furthermore, 

the thesis will strain itself to provide suggestions that are applicable to Denmark, and while the thesis will 

argue that FDI is a net benefit for the Danish society, it is not something so desirable as to necessitate a 

radical restructuring of it.  

The third inherent limitation lies in only focusing on FDI that can be classified Greenfield investment, 

investment for the sake of establishing new factories or means of productions in a foreign country. The 

reason for this delimitation is twofold. Firstly, Greenfield investment is widely associated with a net increase 

in demand for local labor and it is widely seen as beneficial to the national economy of the host nation 
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(Copenhagen Economics, 2006). Secondly, the area of Greenfield investment is understudied meaning that 

this paper could serve as a valuable contribution to academic debate.  

The fourth and last restriction lies in focusing on the green sector of the Danish economy. There is a 

wide variety of factors that determine FDI flows, but as these are largely dependent on what type of sector 

the firm operates in (Copenhagen Economics, 2006), limiting research to the green sector allows the thesis 

to disregard a large number of factors. For instance, as the green industry employs mostly high-wage jobs, 

a high minimum wage is likely to be of little consequence for firms operating within the green sector of 

Denmark.  

As a final note, the terms ‘greenfield’ and ‘green’ are completely unrelated: Greenfield investment refers 

to a type of FDI, whereas green refers to a sector of the economy2. It is thus perfectly reasonable to speak 

of greenfield investment within not particularly green sectors of the economy, such as the coal-mining in-

dustry.  

To summarize, this paper will provide a number of policy suggestions for the government of Denmark 

to help it attract Greenfield investment within its green industry. Anything that does not aid in in arriving 

at these policy suggestions is left out of this thesis.  

 

Ontology  

The ontological position of this paper is that there is a truth within the social sciences, and that properly 

applied scientific theories and methods constitute our best chance of describing it, but that this truth can 

never be ‘reached’. This position is wedged between the naturalist and constructivist school of thought, 

arguing that both of these ontologies are only partly applicable to social sciences, and that their methodo-

logical limitations inherent in these positions make them a poor ontological foundation  (Mosen & Knutsen, 

2 Both these terms will be defined further within the thesis. 
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2007). To understand the ontology of this paper it is useful to see why both naturalism and constructivism 

will not suffice as the ontological foundation for this thesis.  

Naturalism is dismissed as its ontology is based on the flawed belief that the methodologies of the nat-

ural sciences can be transferred to the social sciences. In both political science and economics, the central 

fields this thesis in written in and both subjects within the social sciences, the causality of natural sciences 

does not transfer. Appling naturalism in economic involves subscribing to the idea notion of humans as 

homo economicus, ever-rational subscribers to a strictly utilitarian way of thinking, does not correspond to 

reality (Dunning & Pitelis, 2009). One notable example is the faiattract of the neo-classical economic models 

to accurately predict the economic outcomes of political changes.  

Furthermore, the central tenet of naturalism is the position that an absolute truth exists and through 

scientific rigor this truth can be reached, a tenet this thesis rejects. This is not on ground of uselessness – if 

anything, the notion of an absolute, undeniable truth is admirable – but simply because it has proven to be 

too optimistic (Abbott, 2004).  

However, outright rejecting all knowledge produced through naturalist assumptive modelling and cal-

culating, is throwing the baby out with the bathwater; the straitjacket of working completely without sta-

tistics and trade data is too extreme, even though they have naturalist roots. These sources of information 

are still useful, but must be used with a critical mindset: as this thesis analyzes area of policy related to 

investment and economics, any analysis would be hamstrung without these tools.    

The same holds true in reverse for constructivism, which argues that reality is interpretive and subjec-

tive, a social construct dependent on the observer and social phenomena surrounding observations (Mosen 

& Knutsen, 2007). This ontology makes the usage of modelling and numerical data impossible, as it is merely 

the result of the way the researcher perceives reality. Thus, different researchers will undoubtedly reach 

different conclusions, making the use of naturalist methods within the social sciences impossible.  
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This criticism is one that this paper echoes, but with the established position that outright rejection of 

all data obtained through a naturalist methodology is going too far. The interpretive ontology of construc-

tivism has flaws of its own, but will nonetheless provide valuable tools for analyzing how a given organiza-

tion and country is perceived internationally. As with the naturalist tools, these must be used critically and 

not serve as the only source from which conclusions are drawn.  

The ontology this paper will use closely mirrors that found in critical realism (Benton & Craib, 2011; 

Wikgren, 2005). The central ontological tenet of critical realism is that reality is stratified, and, despite our 

best intentions, we can never hope to reach the deepest layers of understanding, and thus absolute truth. 

This truth is objective, but as we are unable to accurately describe it, we are forced to infer about it and 

thus constrained to drawing limited conclusions. However, this does not mean that research is useless, as 

the quality and applicability of the conclusions depend on the quality of the research undertaken 

(Danermark, et al., 2002) 

Critical realism further distinguishes between open and closed systems: closed systems allow scientific 

conclusions based on causality, whereas open systems do not. Closed systems are found exclusively in lab 

experiments and other controlled environments and are subject to an objectivist causality, from where 

certain conclusions can be drawn. Conversely, numerous factors define open systems, not all of them con-

trollable, rendering definite conclusions are impossible to draw. The thesis considers its area of study, the 

Danish investment regime and the global economy, very much an open system and thus not subject to post 

hoc ergo propter hoc-conclusions. Put bluntly: there are too many moving parts within the world economy 

to draw definite conlusions. 

 

Epistemology  

By adopting an ontology that is strictly neither naturalist nor constructivist (but rather something in 

between) the aim is to allow epistemological flexibility. Using both naturalist and constructivist methods to 

acquire knowledge, this thesis acknowledges full and well that our observations or conclusions will never 
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truly reflect the actual reality we strive to observe. However, we can infer about this reality and strive to 

provide appropriate advice for the Danish government based on our research (Benton & Craib, 2011).  

However, as noted, in the open-closed system dichotomy the world economy is an open system. While 

there might be few simplistic rules that do affect the world economy – higher interest rates attract capital 

flows – it is folly to assume that the world economy is following a pre-determined set of rules. As described, 

we are analyzing an open system, which makes deterministic conclusions based entirely upon naturalist 

methodologies impossible to make. A concrete example would be corporate taxation, a policy area this 

thesis will thoroughly analyze. Most naturalist frameworks would reach the conclusion that lower taxes are 

always better in terms of attracting FDI, as rational economic actors will cause investment to flow to areas 

with higher returns. This thesis rejects this argument: firstly, because the argument inherently assumes that 

the tax level models inherently account for all the factors present in the world economy, a practical impos-

sibility. Secondly, because the central assumption of such a model, the notion of ever-rational human actors 

is flawed, as established earlier.  

By adopting an ontology that allows for a wide variety of theories and methodologies, the challenge lies 

in adopting those with the highest chance of success. Correspondingly, none of the methodologies and 

theories used in this thesis are rooted in naturalism, as they all depend on some degree of interpretivism. 

Nevertheless, as the study of FDI is closely linked to the study of international trade and multinationals 

enterprises (Ietto-Gillies, 2005), most of the theories will have a quasi-naturalist foundation and are used 

by organizations that tend to favor objectivism within the political and social sciences (World Bank, 

UNCTAD, OECD, EU). The data and suggestions these sources provide will find use, but only critically, and 

without the assumption that they accurately reflect reality in its entirety.  

Interpretivist methods will find use throughout this thesis as well, notably in the discussion of how Den-

mark can brand itself abroad, as this analysis is hard to assess and quantify numerically. As a consequence 

hereof these suggestions are rooted much less in scholarly literature, and much more on the evaluation of 
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the author, and correspondingly, these suggestions will not accurately reflect reality in its entirety. Further-

more, the impact of the adopted ontology and epistemology on the application of the methodologies will 

be discussed in greater detail as the theories are used in the thesis.    

Finally, it should be noted that the overarching goal of this paper is to provide a number of policy sug-

gestions for the government of Denmark and classifying the world economy as an open system is an inher-

ent and important limitation in this regard. Because of this openness, the policy suggestions made are not 

guaranteed to work; they will be based on rigorous analysis and research, but to guarantee something in 

the social sciences is at best naïve and at worst disastrous (Danermark, et al., 2002).  

 

Sources and data 

Since its rise as an area of scholarly interest in the immediate post-WWII years, FDI has been subject to 

a plethora of writing. While this abundance of literature should make finding appropriate studies easy, the 

sheer amount of papers, books, reports and surveys that are published annually within the field of FDI, can 

easily become overwhelming. However, despite this overwhelming body of literature, some areas of FDI 

research have been neglected, a topic expanded on in the section on theoretical frameworks. 

Sources have not been used equally: some reports, notably the investment advisory series by the 

UNCTAD, the reports on FDI from the OECD and the Copenhagen Economics reports on FDI in Denmark, are 

cited frequently throughout this thesis, whereas others are used just for a single number or fact. All have 

been used critically and with the objective of providing as fulfilling an answer to the research question as 

possible.  

Apart from sources stemming for academia, reports from various government and non-government or-

ganizations have proven valuable, notably yearly reports from Copenhagen Capacity, press reports from 

Invest in Denmark and the Danish Ministry of Foreign Affairs and policy proposals from different Danish 

governments. However, these documents have been used with the understanding that they are released 
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either with the intent of furthering a political agenda, or reinforcing a political narrative, often of a success-

ful Danish economy. Consequently they are used almost exclusively to provide statistical data for the the-

oretical framework and to aid in assessing the current Danish investment climate and what can be done to 

improve it. A further fault with government sources has been the lack of methodological consistency shown 

by the Danish Ministry of Foreign Affairs concerning the yearly evaluation of Danish FDI attraction perfor-

mance: the category of numbers reported vary considerably from one year to the other, if they are reported 

at all (Appendix 1). 

The reports published by Copenhagen Economics (2012) and the Danish Ministry of Foreign Affairs 

(2012) regarding the evaluation of the Danish FDI regime have proven especially useful. While they adopt 

a broader focus than this thesis and some suggestions are outdated, these documents constitute the only 

recently published comprehensive evaluation of FDI in Denmark that are publically available, and they have 

thus proven invaluable for this thesis.   

A few articles from several Danish and international newspapers and news-bureaus are used sparingly 

as sources, and exclusively to provide rudimentary facts, source quotes from politicians or business people, 

exemplify media coverage or substantiate statements made elsewhere. No suggestions will be made based 

on newspapers sources alone, but they have proven necessary to provide up-to-date information on polit-

ical developments.   

Despite the abundance of sources available, there are gaps in the study of FDI that are not currently 

filled by available reports. Despite the recent scholarly attention that has been paid to green and sustaina-

ble FDI (Grieg-Gran & Edlund, 2008), few if any scholars have attempted a comprehensive country-level 

evaluation of FDI practices with the intent of attracting investments that can be classified as green. Due to 

the lack of available sources, as well as a comprehensive international agreement on what constitutes green 

investments, this thesis will utilize analogical reasoning as well as educated assessments to further the 

study of green FDI. 

Page 15 of 106 
 



Hans Prytz Henriksen Copenhagen Business School, 2016 Master’s Thesis 

Finally, the study of FDI suffers from a lack of reliable data. The primary issue is the lack of an universally 

accepted methodology for collecting, assessing and quantifying FDI, with the UNCTAD noting ‘institutional 

arrangements for collecting and managing FDI statistics vary considerably among countries’ (UNCTAD, 

2009a). While joint efforts to harmonize FDI data collection have been undertaken (ibid) these have thus 

far not been fruitful. As established earlier, this thesis adopts a critical view on statistical data, and compar-

isons of FDI statistics across national borders, including the ones in this thesis, it thus used critically, espe-

cially as there is no internationally accepted methodology. The issue of faulty FDI statistics and how this 

thesis will overcome this issue will be debated later in the thesis.  

A second hindrance to the study of Green Danish FDI is that the available data is categorized poorly, 

making analysis difficult. The European Commission’s rules for reporting FDI statistics (European 

Commission, 2005), which all EU members are legally bound to follow, does not require member countries 

to list the number and types of FDIs, but only the total flow and stock amounts, broken down geographically 

and by industry sector. Keeping this in mind, it is not surprising that while the Danish National Bank (Danish 

National Bank, 2016) and several well-regarded international bodies publish frequent reports and statistics 

on the developments of international trade, these reports are superficial in nature, showing only inward 

and outward FDI flows and lackluster industry breakdowns. National data on the number of investments, 

their average size and the nature of communication with potential foreign investors does exist, courtesy of 

yearly evaluation reports (Danish Ministry of Foreign Affairs, 2016), but these are kept confidential. This is 

unsurprising, as Invest in Denmark themselves stress that all their work on attracting investment is carried 

out in strict confidentiality (Invest in Denmark, 2013, p. 11), but this nevertheless does negatively impact 

the analytical thoroughness of the thesis.  

The confidentiality associated with investment attraction has also made surveys and interviews and near 

practical impossibility. While some scholars (e.g. Li-Ying, Stucchi, Visholm, & Jansen, (2013); Schaumburg-

Müller, et al., (2010)) have succesfully conducted interviews with representatives of firms that have 

invested in Denmark, this thesis has disregarded this approach, due to a lack of available information on 
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foreign investments. Instead, publicly available quantitative studies will be used to assess the stance of both 

the international and domestic business community on the Danish investment climate, as well as previous 

scholarly research. Furthermore, case studies, such as Schaumburg-Müller’s 2010 study of inward FDI to 

Denmark from India and China, will be utilized since they provide useful information that is not readily 

available elsewhere.  

Finally, it should be noted that interviews with representatives working in various Danish organizations 

associated with investment promotion and the green sector, as well as politicians, were conducted early in 

the reseach process. These individuals were interviewed under condition of anonymoty: where they to be 

interviewed in any official capacity their answers would likely have been less honest, and the interview less 

likely to occur at all. These interviews will thus not serve as sources in any official scholarly capacity, as they 

were used exclusively in the early stages of the writing process to give the author an idea of the Danish 

approach to investment attraction.  The author is thankful to these individuals for the time and courtesy 

they have shown.  

 

Definitions and terms 

As the abbreviations and phrases associated with FDI are numerous – the fourth edition of OECDs Bench-

mark Definition of Foreign Direct Investment runs some 256 pages – and not all are clearly defined, this 

section will define and outline some of the most common terms associated with the study of FDI that will 

be used throughout this thesis. 

 

Defining Foreign Direct Investment  
As the topic of analysis, the need to define Foreign Direct Investment should be self-evident. The OECD 

provides the following definition:  
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Foreign direct investment reflects the objective of establishing a lasting interest by a resident en-

terprise in one economy (direct investor) in an enterprise (direct investment enterprise) that is res-

ident in an economy other than that of the direct investor. (OECD, 2008a) 

 

This definition is widely used throughout the study of FDI and this thesis will do so as well. However, due 

to its brevity, this definition does exclude several defining factors of FDI that are worth listing: 

 

1. The term ‘economy other than that of the direct investor’ in the OECDs definition is somewhat am-

biguous: in order for private business investments to be considered foreign direct investment, the 

investment must flow across national borders. 

2. FDI is investment done by companies, not governments. However, state-owned companies can, and 

do, engage in FDI.  

3. FDI is investing in physical assets, such as factories or headquarters, whereas portfolio investments 

are investments in financial assets, such as stocks or bonds (Shenkar & Luo, 2008, pp. 60-61).  

4. FDI is usually part of a long-term investment strategy, as the intangible nature of the assets does not 

allow them to trade away as easily as portfolio investments (IMF, 2013). Thus, engaging in FDI with 

the intent to quickly sell an asset for profit is rarely, if ever, seen.  

5. The end-goal of FDI is to engage in or aid with production of some kind, be it directly, through facto-

ries, or indirectly, through management and R&D (Dunning, 1981) 

6. FDI is not a singular entity and can take many forms: (Aristidis, 2009) identifies 21 modes of FDI, and 

while this list is certainly bloated, it does indicate the many ways FDI can occur.  

7. FDI entails that the investor has control over and manages the investment, whereas portfolio invest-

ment does not (Hymer, 1960).  
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Concerning the two latter points, it is note-worthy that while bond and small-scale stock investors are 

generally not concerned with controlling the firm, larger stock investments are widely regarded as an intent 

of the investor to engage in the management of the company. For this reason, the OECD (OECD, 2008a), 

the UNCTAD (2013) and IMF (IMF, 2013) define all bond and small-scale stock investing – 10% equity own-

ership or less –as portfolio investment, and establish a ‘threshold of 10 per cent of equity ownership to 

qualify an investor as a foreign direct investor’ (UNCTAD, 2013a).  

The definition of FDI established in the previous section is useful in terms of distinguishing FDI from 

other types of investment; however, due to the numerous forms FDI can take, it has been subject to criti-

cism. Firstly, (Harms & Méon, 2012) note that the OECDs definition of FDI lump together greenfield invest-

ments and mergers and acquisitions, ‘two forms of foreign investment [that] are fundamentally different 

(p. 2). Secondly, it is debatable whether a 10% equity ownership entails control of a business operation and 

some countries do use a higher threshold for defining FDI (Aristidis, 2009; Gjerding, 2005; Nocke & Yeaple, 

2008).  

The first critique is best addressed by listing and defining the various ways FDI can occur. As noted in the 

previous section, such a list can quickly become bloated, but three categories of FDI are commonly identi-

fied (UNCTAD, 2015c). 

 

1. Merger: the combination of one or more companies into a single company. To be considered FDI, at 

least two of the companies must be from different countries. 

2. Acquisition: the buying of a company by another company. To be considered FDI, the acquired com-

pany and the acquiring company must be from different countries. 

3. Greenfield: the establishment of a new venture by a company in a new market by constructing new 

operational facilities. To be considered FDI, the new market must be in a different country than the 

one the firm originates from.  
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As noted in the delimitation of the research question, the focus of this thesis is on greenfield investment, 

but the thesis will use both the term FDI and greenfield, the former as an umbrella term for all types of 

foreign direct investment, and greenfield as a specific type of FDI. By defining and separating the two terms, 

the criticism presented by Harms & Méon (2012) is adressed. The topic of greenfield investment will be 

further decribed later in the thesis.  

The second critique - that a 10% equity ownership is insufficient to determine whether control of an 

operation exists - is not relevant to the study of greenfield investment: greenfield investment is almost 

always undertaken by one company3, and the equity ownership debate implies multiple owners. The FDI 

statistics used throughout the thesis and in Appendix 1 all stem from organizations that utilize the 10% 

equity threshold to define FDI.  

Measuring FDI and the impact it has on local economies can be done in many ways (Copenhagen 

Economics, 2012), but the most commonly used benchmarks that will help answer the research question 

are listed below.  

 

Inward & Outward: determines the direction of FDI. Inward is investment going into the country, out-

ward is investment leaving the country.  

Flow: ‘the value of cross-border transactions related to direct investment during a given period of time, 

usually a quarter or a year’ (OECD, 2008a). Flow of FDI can be negative, e.g. if the investment adds negative 

value on part of the investor, as was seen with the inward flows to Denmark in 2010 (Appendix 1). Further-

more, an increase in inward flow investment does not necessarily entail an increase in FDI projects under-

taken, as flow also entails further investments in existing projects.   

3 The concept of a ‘greenfield joint venture’, two or more firms creating a business partnership and engaging in 
greenfield investment, is theoretically possible and the term does exist within the business literature (Bitzenis, 
2009). However, the term is so sparingly and very little has been written about it that it will disregarded in this the-
sis.     
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Stock: determines the value of the total amount of FDI in a given country, regardless of when the invest-

ment was made. Stock is related to flow, in the sense that an inward flow of FDI tends to increase the total 

value of the stock; however, it is possible for stock to increase in value even if the flow has a negative value. 

An example is the inward flow and stock of FDI into Denmark in 2010 (Appendix 1), where the flow de-

creased, but due to the value of the investments made in prior years, the stock increased.  

The reporting of stock and flow is plagued by a lack of commonly agreed upon methodology, which leads 

to massive discrepancies in the reported data (Damgaard, 2011). UNCTAD, which collects FDI statistics from 

agencies around the world, thus reported a negative inward flow of FDI for Denmark in 2013 (UNCTAD, 

2015a), whereas the Danish National Bank reported a positive inward flow for 2013 (Appendix 1). This is 

made all the more confusing by the fact that UNCTAD gets its data on FDI in Denmark from the Danish 

National Bank (UNCTAD, 2014). The objective of this thesis is not to engage in a long methodological dis-

cussion of how best to measure FDI flows, but due to these discrepancies, this thesis will rely less on stock 

and flow data and more on other forms of measurement, namely:  

 

Number of jobs created due to FDI by Invest in Denmark and Number of FDI projects by Invest in 

Denmark: both of these numbers are reported annually by the Danish Ministry of Foreign Affairs, and while 

the numbers reported only reflect the projects and jobs that Invest in Denmark directly attracted, it never-

theless is the only data available. While more data is always preferable and it is hard to determine exactly 

when a job is created (Copenhagen Economics, 2012), the objective of the thesis is to aid the Danish gov-

ernment with attracting FDI: numbers that show the effect of government investment promotion give an 

indication of the attractiveness of the Danish investment climate.   

It is noteworthy, that the reported numbers of job creations include only permanent jobs: temporary 

jobs in relation to the construction of new facilities and permanent positions due positive spillovers are not 

recorded. Considering that foreign owned firms employ 18.9% of the Danish workforce (Statistics Denmark, 
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2015b) and invest in Denmark reports adding just 13.160 jobs between 2003 (Appendix 1), the sum of pos-

itive impacts of FDI are not accurately reflected in the yearly reports from the Ministry of Foreign Affairs.  

Number of greenfield projects, Value of greenfield projects, Number of M&As and Value of M&As: 

these statistics have been included to give an indication of the type and value of investments that Denmark 

attracts. Furthermore, in the assessment of the Danish investment promotions strategy, it allows for an 

assessment of how large a part of Danish inward FDI Invest in Denmark can take credit for. This data is 

reported by UNCTAD based on fDi Markets.  

 

Defining Green 
Having defined the central terms of FDI, the natural next step is defining what exactly the term green 

sector entails in the research questions. The term green is ‘fuzzy’ and often part of ‘somewhat imprecise 

catch phrase[s]’ (International Institute for Labour Studies, 2011), leading to a multitude of definitions of 

what constitutes green, whether in regards to policy, economics or business. Listing them all is an arduous 

task that would stretch across more pages than this thesis can dedicate to the topic4.  Some organizations 

apply a narrow definition of green, linking it to CO2-emissions (UNCTAD, 2013b), whereas others adopta 

broader definition, referencing renewable energies or efficient industries. The most comprehensive defini-

tion stems from the OECD, which lists 23 green growth indicators (OECD, 2011a), and while the attempt to 

create and all-encompassing definition is admirable, its applicability is highly debatable.  

A unifying factor amongst the myriad of definitions is that green, whether in the context of growth, 

business, jobs or FDI, entails promoting some form of sustainability. While sustainability and sustainable 

development have also been defined a myriad of ways, the most widely accepted definition stems from the 

1987 UN Brundtland report:    

 

4 A report by the International Institute for Labour Studies (2011) provides an excellent overview of definitions used 
by various OECD countries and supra-national organizations.  
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Sustainable development is development that meets the needs of the present without compromis-

ing the ability of future generations to meet their own needs (UN, 1987) 

 

For the purposes of studying FDI a definition of Green that includes both investment and sustainability 

would be ideal. Fortunately, such a definition exists:   

 

Green Industry means economies striving for a more sustainable pathway of growth, by undertak-

ing green public investments and implementing public policy initiatives that encourage environmen-

tally responsible private investments (UNIDO, 2009)(emphasis added) 

 

This definition is by no means perfect. Firstly, the primary goal of UNIDO is to ensure industrial develop-

ment and the definition was thus established with developing nations in mind. Secondly, what constitutes 

environmentally responsible investments is, of course, datable, but this thesis will argue that the private 

investments that meet the Brundtland definition of sustainable qualify as environmentally responsible. 

Thirdly, even with this established definition, there is no litmus test for what constitutes a sustainable in-

vestment. Sustainability is very much in the eye of beholder – at what point does an investment ‘compro-

mise the ability of future generations to meet their own needs?’ The critical observer will note that, argued 

skillfully, any project can become green and sustainable5. EuroStat offers a comprehensive definition to 

help address this need (EuroStat, 2009), which will find use later in the thesis.  

Despite these shortcomings, the definition is useful for three reasons. Firstly, its applicability to the study 

of FDI is undeniable, as it directly acknowledges the impact that public policy can have on attracting envi-

ronmentally sustainable private investments. That the definition was originally intended for developing na-

tions does not make it inherently bad for analyzing developed nations. Secondly, it states that sustainability 

5 The ILO puts it aptly with this example: ‘Should working as a bus driver be identified as a green job because travel 
by bus is more sustainable than travel by car? Should a bus driver’s work only be considered green if the bus is run-
ning on bio-fuel?’ (ILO, 2013).  
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and economic growth are not mutually exclusive: being green and creating economic growth is not a con-

tradiction in terms, a position that is central to this thesis. Thirdly, the definition is not bound to a specific 

industry: while this broad applicability was very much at the heart of the third critique, there is an unfortu-

nate tendency to think of green primarily in relation to energy production, but UNCTAD (2013) notes that 

‘all business activities in traditional and new industries can potentially be included’. Indeed, as this thesis 

will show later, green production in Denmark is found throughout numerous industries.  

The study of sustainability in relation to FDI is new, and, and thus hampered by the ‘lack of an opera-

tional definition of green FDI and of available data’ (OECD, 2011a, p. 29). UNCTAD issued a comprehensive 

report in 2013 concerning low-carbon FDI, but noted that the terms green and low-carbon are not synony-

mous, with green ‘taking into account a much larger set of environmental issues (UNCTAD, 2013b)’. This 

thesis echoes a need to adopt ‘internationally comparable measures of green FDI’ (OECD, 2011a), but as 

this has so far not been the case the analysis will be hampered by a lack of data on green FDI. Nevertheless, 

the newly emerged, but fast-growing body of literature analyzing prospects of FDI in relation to the in-

creased global emphasis on sustainability indicates that this topic is relevant to analyze.  

 

Theoretical frameworks   

To aid in answering the research question, this thesis will use a variety of approaches to provide an 

encapsulating analysis of the attractiveness of Denmark to potential investors. The primary framework used 

is the eclectic paradigm of John Dunning, also referred to as the OLI-framework, which provides a powerful 

set of tools for analyzing what factors make a market lucrative for potential investors. While there are nu-

merous other frameworks and theories related to the study of FDI, the eclectic paradigm was chosen as it 

is the most applicable to the study of the thesis, for two reasons.  

Firstly, a number of FDI theories will not be used simply because they offer no useful tools in terms of 

answering the research question.  A number of these theories argue that ‘a firm’s decision to engage in FDI 
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hinges on the behavior or expected behaviour of its rivals’6 (Hennart & Park, 1994, p. 423), giving little if 

any thought to the impact which government policies and country specific advantages have on FDI. Others, 

such as Vernon’s product life-cycle theory and the Scandinavian school of thought, do note the effect that 

country specific advantages policies can have on FDI, but these too have been disregarded because they 

provide very few applicable tools to analyze these factors (Ietto-Gillies, 2005). Thus, while these theories 

are certainly useful in analyzing other aspects of FDI, the applicability of Dunning’s eclectic paradigm to 

answering the research question in undeniable, as it offers a framework for analyzing what governments 

can do to attract FDI (Demirbag, et al., 2008) 

Secondly, since the 1990s scholarly emphasis within the study of FDI has been on the prospects of FDI 

as a development tool. Correspondingly, a variety of theoretical frameworks have emerged to determine 

the effects of FDI has on the economic and political development of countries, most notably the Investment 

Development Path-theory proposed by Dunning (Castro, 2001; UNCTAD, 2015b). As the aim of this thesis 

is to analyze Denmark, a developed country ranking highly on a wide variety of international indicators 

(Appendix 3), these frameworks have limited uses at best, and have thus been disregarded.   

It is important to note that, the scholarly emphasis on FDI as a developmental tool, especially in post-

cold war years, should not be misconstrued as a complete absence of studies and writing concerning FDI in 

developed countries. There is a body of literature studying what factors attracts and diminishes FDI flows, 

which will be surveyed and used in the later analysis of Denmark using the eclectic paradigm (Chakrabarti, 

2001). 

As a supplement to the eclectic paradigm, studies of so-called investment attraction have emerged as a 

fairly new strand of study within FDI. A survey of this literature will be made and valuable points highlighted, 

but it would be a stretch to classify any of the writings as frameworks. However, these writings do provide 

a useful terminology for assessing and evaluating the works of IPAs, which relates very closely to research 

6 Dunning (2000, p. 171) refers these theories as ’follow my leader’ or ’tit for tat’-theories, and its main proponent is 
Frederick T. Knickerbocker.  
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question. Likewise, while Greenfield investment is an area of FDI that is understudied, a survey of appro-

priate literature and theoretical considerations will be made, as it relates very closely to the research ques-

tion.  

However, Hymer’s IO-theory and Dunning’s eclectic paradigm will serve as the main frameworks within 

this thesis, as they provide a series of methodological tools for assessing and evaluating the relative attrac-

tiveness of a given country. Stephen Hymer’s doctoral thesis (written in 1960; published in 1976) is largely 

considered the seminal work on Foreign Direct Investment. However, as it is largely a criticism of earlier 

neo-classical models it is useful to start with a brief historical introduction to the theorization and study of 

FDI and international capital flows.   

 

Theoretical beginnings – from Smith to Heckshler-Ohlin  
The publishing of Adam Smiths The Wealth of Nations in 1776 is usually chosen as the historical starting 

point (Schumacher, 2012), but philosophers prior to Smith (David Hume and John Locke notably) had levied 

criticisms of 16th and 17th century mercantilism earlier and could thus be laid to have laid the foundation for 

the development of international trade theories. For the purposes of a brief rundown on the history of 

international trade and investment theory, the work Adam Smith will serve as a point of origin, as his work 

contains the first theoretical considerations on international trade.  

In Wealth of Nations, international trade is closely associated with the division of labor, the notion that 

a group of workers specializing and working together will accomplish more than an equal number of work-

ers working individually. The extent to which specialization can occur is determined by the size of the mar-

ket, and through international trade the size of the market increases, allowing for more specialization and 

thus increased production: ‘International trade exploits the quantitative and qualitative benefits of the ex-

tension of the division of labour’ (Schumacher, 2012, p. 60).  
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The gains from international trade stem from countries participating in this larger market, and by ex-

changing goods countries will inevitably specialize in certain types of production and develop absolute ad-

vantages. The mutual benefit of trade stems from these absolute advantages: a country that is more adept 

at producing hammers than nails will see no need to produce the latter, as it can trade for them on inter-

national markets. This dismisses the mercantilist notion of autarky, as both countries stand to gain from 

the exchange of goods (ibid, p. 61). 

David Ricardo (1817) develops on the work of Smith by proposing that an absolute advantage is not a 

necessity to benefit from world trade (Rehim Kılıc, 2002). Even if a country is relatively worse at producing 

goods, it and others can still benefit from world trade by specializing in goods in which they hold a compar-

ative advantage. If country A is better in comparative, but not absolute, terms at producing nails than ham-

mers than country B, then country A should produce nails and country B hammers, and trade with each 

other. While seemingly a minor distinction, the emphasis on comparative advantages means that all coun-

tries now benefit from engaging in foreign trade: in the previous example, country A would not stand to 

gain from international trade following the theory of absolute advantages, but should rather stick to do-

mestic production (Rehim Kılıc, 2002; Schumacher, 2012).  

The neo-classical trade models developed in the early 20th century constitute the next major develop-

ment within international trade and investment theory (Ietto-Gillies, 2005). The most well-known of the 

neo-classical models, the Hekscher-Ohlin trade model was proposed in 1933 and is based on the Ricardian 

notion of comparative advantage and proposes that that countries produce according to the factors of pro-

duction with which they are endowed. These factors of production are denominated labor and capital, the 

theory being that labor-abundant countries will emphasize labor-intensive production and capital-abun-

dant countries will emphasize capital-intensive production and export and trade goods correspondingly. 

The model assumes perfect domestic competition: the factors of production are perfectly mobile and there 

is free flow of capital and wares between countries.  
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The neo-classical models are all rooted in the naturalist ontology, and, as noted earlier, they are funda-

mentally flawed. While modeling international trade and production is admirable The Hekscher-Ohlin trade 

model is a grossly oversimplified - and not accurate (Leontief, 1953) - model of how international produc-

tion takes place, but it is nonetheless one of the first attempts to codify international production and trade 

patterns. To facilitate this, neo-classical investment theories were also proposed to account for the move-

ment of capital (Ietto-Gillies, 2005). As it was largely a byproduct of the neo-classical trade models, it too 

was simplistic in nature and argued mainly that foreign capital flows were the result of differences in inter-

est rates between national economies. The theories did not distinguish between types of investment and 

are thus of little use when it comes to explaining FDI (Hymer, 1960), but they nevertheless constitute the 

first attempts to theorize the movement of international capital flows and can, to some extent, be used to 

describe portfolio investment flows in perfectly competitive markets. For this paper, these theories are 

important not for the answers it provided, but the criticisms it received and the theories that arose as a 

result of these critiques.  

 

Hymer’s work – International Operations Theory  
The work of Stephen Hymer in 1960s and early 1970s constitutes some of the first theoretical consider-

ations of why firms engage in Foreign Direct Investment7. The motivation for Hymer is a critique of the neo-

classical models described in the previous sections (Ietto-Gillies, 2005, pp. 54-55). Hymer never explicitly 

names his framework, but the term ‘International Operations’ is used throughout his 1960 doctoral thesis, 

leading to his work being dubbed International Operations-theory (often shortened to IO-theory), a term 

this thesis will replicate (Dunning & Pitelis, 2009).  

While there is little doubt about the relevance of Hymer’s work, primarily due to its dismissal of much 

of the previously held scholarly dogma on international investments, his work is important not the theory 

7 The theory is still highly regarded to this day; a distinction between pre-Hymer and post-Hymer is not uncommon 
within business literature (Pitelis, 2005; Rugman, et al., 2011)  
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itself, but for theoretical school of thought it founded. Put bluntly, IO-theory is important due to the ground-

breaking way it frames the question of FDI, but its methodologies are lackluster and it offers little concrete 

in terms of analyzing FDI locations. Later theories remedy theses shortcomings, by offering comprehensive 

frameworks and terminologies to analyze a locations relative attractiveness to FDI. Consequently, the sec-

tion on IO-theory will be compressed, focusing on the aspects of IO-theory that are relevant to the later 

theoretical development of John Dunning’s OLI-paradigm. 

Central to the development of IO-theory was the discovery that interest rates alone do not account for 

all international capital flows8 (Hymer, 1960, p. 6), as investment does not flow to where returns are high-

est, as dictated by the neo-classical models of international trade. If return is not central to FDI, something 

else must be and Hymer determines this to be control: ‘if the investor directly controls a foreign enterprise, 

his investment is called a direct investment. If he does not control, his investment is a portfolio investment’ 

(Hymer, 1960, p. 58) 

It is important to note here, that while there is no section on neither epistemology nor ontology in 

Hymer’s writing, there is an inherent critique of naturalism in IO-theory. Rather than macroeconomic de-

terminism, where the choice to engage in foreign investment is a natural consequence of interest rates and 

factor endowments, the motivations for FDI become more blurry and more dependent on the wishes of 

individual firms and the industry they operate in (Ietto-Gillies, 2005; Dunning & Pitelis, 2009)  

IO theory also dismisses with the assumption of perfect competition (Denisia, 2010). Instead, Hymer 

argues that multinational corporations operate in an oligopolistic market, defined as ‘[a] market in which 

the actions of individuals firms materially affect the overall market’ (Besanko, et al., 2013, p. 200). Such a 

market is by its very nature imperfect and, in Hymer’s framework, is dominated by a few large companies, 

which exploit their size for profit, often by colluding (Dunning & Pitelis, 2009).  

The presence of this collusion constitutes the cornerstone of the IO-theory, as it is from these imperfec-

tions that multinational corporations are able to exercise their control. Indeed, collusion, whether through 

8 The capital flows studied by Hymer are international investments undertaken by US companies from 1914-1959.  
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voluntary, in the form of cooperation and market sharing, or hostile, in the form of take-overs, is the source 

of profit for firms in these types of markets: by dividing or owning the market, firms are free to charge 

higher prices or thus increase their profit9. Correspondingly, greater collusion leads to less competition, 

resulting in greater profit and in cases where voluntary collusion is not viable, increase international market 

share through FDI becomes a way to increase control (Hymer, 1960).  

 Hymer develops on this notion on control by introducing the concept of the liability of foreignness: 

‘national firms have the general advantage of better information about their country: its economy, its lan-

guage, its law and its politics’ (Hymer, 1960, p. 34). In other words, in order to succeed internationally firms 

must operate and overcome the inherent disadvantages they face when entering a foreign market as an 

investor.  

The question of how firms overcome this liability of foreignness is central to the IO-theory of FDI, as FDI 

is not a requirement for operating in foreign markets: exporting to or entering into a licensing agreement 

with a producer are perfectly valid and cheaper options of entering new markets. Still, FDI is a common 

occurrence in the world of international business operations. In order to explain this Hymer, develops on 

the notion of control established earlier in the theory, listing three reasons, two major and one minor 

(Hymer, 1960) for firms engaging in FDI 

 

1) The removal of competition: as noted previously, greater collusion leads to greater profits in oli-

gopolistic markets. In cases where voluntary cooperation will not suffice or is not practical, a firm 

can simply buy up the competition, and become a de facto monopoly. If this monopolization 

through firm acquisition occurs across borders of it is, by definition, FDI.   

2) The exploitation of advantages: the position that a firm enjoys in the marketplaces stems largely 

from the advantages it can exploit, be it branding, production, distribution or others. The positions 

9 It should be noted that, according to both EU and US law, collusion is illegal and there are laws against the monop-
olization of markets for this very reason.  
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of firms differ ‘and certain firms have considerable advantages in particular industries’ (Hymer, 

1960, p. 78). This is doubly true for foreign firms, as they operate under a liability of foreignness. 

One way for a firm to circumvent or minimize the effect of this liability, is to acquire a form of 

domestic production, be it through licensing or acquisition.  

3) Diversification: the third and final reason why firms might engage in FDI is the need to diversify its 

portfolio. As this reason does not involve control, Hymer considers it a minor reason for engaging 

in FDI 

 

In his thesis, Hymer dedicates the vast majority of his framework to the second reason, the exploitation 

of advantages, as the primary motive for firms engaging in FDI. Later research has maintained this focus - 

the eclectic paradigm is a codification and development of these advantages - (Dunning, 1981; Castro, 2001) 

and tis thesis will do the same, for two reasons. Firstly, the first advantage entails exploiting monopoly 

power for greater profit, but as monopolies stifle competition, leading to higher prices and lower produc-

tion output, it would be undesirable for any country to promote collusion. Consequently, it would make 

little sense to analyze what the Danish government could to do promote collusion within and across its 

borders. Secondly, buying up the competition entails some variant of either a merger or an acquisition. As 

the concern of this thesis is greenfield investment, analyzing mergers and acquisition is outside the scope 

of this thesis.   

 

John Dunning - The eclectic paradigm  
With the establishment of focus on the advantages that a firm can hope to leverage by engaging in FDI, 

the IO-framework becomes largely obsolete as it does not develop any further on the nature of these ad-

vantages. Thus, while the contributions of Stephen Hymer to FDI theory cannot be understated, the need 

for a deeper and more complex analytical tool arises. As a result, it is the work of John Dunning and his 

eclectic paradigm, which will be primary theoretical framework of this thesis.  
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The eclectic paradigm was developed by Dunning in the late 1970s and is largely codification and devel-

opment of Hymer’s work. While there have been other theoretical developments since then, it is still con-

sidered ‘the most influential framework for empirical investigation of determinants of foreign direct invest-

ment’, despite certain shortcomings (Stoiana & Filippaios, 2008).  

Whereas Hymer was mainly concerned with why firms choose to engage in FDI, Dunning asks how firms 

engage in FDI. IO-theory touches briefly on this, but (Bhat, 2012, p. 28) notes that his theory ‘did not explain 

when and where the FDI is going to take place’. The eclectic paradigm thus constitutes the first effort to 

codify the circumstances surrounding engagement in FDI and why one mode of foreign market entry is 

chosen over another. This codification is rooted in Hymer’s second reason for firms engaging in FDI, the 

advantages that firms exploit to succeed when engaging in production abroad. In its original incantation, 

Dunning identifies three types of advantages that firms can possess and three corresponding types of mar-

ket entry (Dunning, 2000), as shown in the figure below.  

  Categories of advantages 

  Ownership ad-
vantages 
present? 

Internalization ad-
vantages present? 

Location ad-
vantages 
present? 

Form of market 
entry, from least 
to most expensive 

Licensing Yes No No 

Exporting Yes Yes No 

FDI Yes Yes Yes 

Figure 2: How the presence or absence of advantages determine the form of market entry (based on Dunning, 
1981; 2000) 

 

Ownership advantages are inherent in every firm and take the form of trademarks, organized manage-

ment and marketing and development skills. Neary (2009) refers to these skills at ‘headquarter services’ 

and the presence of these advantages characterize a firm that excels at managing, but is not remarkably 

skilled at producing. A firm that possesses only ownership advantages would thus see little benefit from 
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keeping its production internal, and the most advantageous form of market entry would be to license a 

factory in the target market to produce and sell the product.  

Internalization advantages are advantages that stem from keeping production internal, be it proprietary 

information or production skills. A firm with internalization advantages would choose to export to a target 

market, as licensing production would either be less effective or give other firms access to its production 

formula. As (Damgaard, 2011) notes: ‘The main internalization advantage is to keep control over ownership 

advantages. In other words, MNEs try to prevent knowledge spillovers to its competitors in the host econ-

omy.’ 

The last category of advantages, location advantages also sometimes referred to as country specific ad-

vantages, are those that stem from the target market, be it market size, access to an educated population 

or natural resources or government policies conducive to investment. Put differently, location advantages 

are advantages that necessitate or make it beneficial for a firm to move production to the target market, 

i.e. to engage in FDI. FDI is by far the most costly form of market entry, as it entails the construction or 

acquisition of physical assets within the target market, and in cases where location advantages are not 

present other forms of market entry would make more economical sense (Czinkota, et al., 2011).  

 

Locational advantages – the determinants of FDI 
It stems from Dunning’s framework that of these three categories of advantages, the locational ad-

vantages are the most crucial for this thesis to analyze, simply because it is the only category of factors that 

exist outside the company and thus the only category of advantages that governments can directly affect 

(Bhat, 2012, p. 42). As noted earlier, the topic of locational advantages has been subject to a plethora of 

scholarly research. The most commonly used methodology, analyzes the locational advantages of a country 
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from the perspective of a potential investing firm and what advantages they hope to gain by engaging in 

FDI10. Four motivations are identified (Dunning, 2000; Castro, 2001). 

The first category of FDI with the intent to exploit resources, so-called natural resource-seeking FDI, is 

investment where the primary objective is to gain access to a particular resource, such as oil, gas or agri-

cultural products. As these resources are geographically fixed their extraction necessitates some variant of 

FDI in order to extract and exploit them. The most important factor for investors engaging in resource-

seeking FDI, is the presence and availability of exploitable natural resources, but as resource extraction 

necessitates an educated work-force and a well-functioning infrastructure to transport these resources, 

these factors also determines the attractiveness of a country to resource-seeking FDI (Sikharulidze & 

Kikutadze, 2013). 

The second category is market-seeking FDI, the purpose of which is to gain access to a foreign market 

that either due to transportation costs or government regulations is too expensive to access through ex-

porting or licensing (Castro, 2001). Schaumburg-Müller, et al. (2010) define two types of market-seekers: 

‘One is a traditional market seeker, who invests mainly to support trade; the other is a more strategic mar-

ket seeker that uses the investment as a platform to develop [new markets].’ Consequently, locational fac-

tors relevant to market-seeking investors are mainly the size of the home market, both in terms of GDP and 

population, and export possibilities.   

The third category is FDI with the intent to make the business operations of a firm more efficient, so-

called efficiency-seeking FDI. This form of FDI has two main forms: the first is outsourcing, improving cost 

efficiency by moving production to a lower-cost country or region; the second is to exploit economies of 

scale and scope across borders, either by gaining access to better technology or more efficient work-force. 

Consequently, the education level of the population, wage levels and labor market flexibility are crucial 

factors for efficiency-seeking FDI. 

10 Other distinctions include Li-Ying, et al., (2013) distinction between resouce-based locational advantages, Lr, and 
institution-related Locational advantages, Li, and the numerous attempts to combine the electic framework with 
other theories of FDI ( Dunning & Pitelis (2009) provides a nice overview of these attempts).  
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Finally, strategic asset-seeking FDI is made with the intent to obtain assets, both tangible or intangible, 

with the intent of enhancing ‘the capabilities of the acquiring firm in view of long-term competitiveness in 

home and third-country markets’ (Meyer, 2015, p. 58). The factors that attract strategic asset-seeking FDI 

are hard to assess, but as increasing competitiveness is the primary reason for strategic asset-seeking FDI, 

the host markets are usually technologically advanced nations, with a strong history and proficiency for 

R&D (Dunning, 2000).  

These four distinctions are not exclusive and a typical investment decision will involve motivating ele-

ments in more than one category (Dunning, 2000; Dunning & Pitelis, 2009; Dansk Industri, 2013). Further-

more, some factors are universally desired by all types of investors, such as a well-functioning infrastructure 

and political stability (World Bank Group, 2001), while other factors are harder to classify: is an educated 

workforce most relevant to investors seeking resources or efficiency (Sikharulidze & Kikutadze, 2013)? Ap-

plying the framework of Dunning thus requires a degree of interpretivism, as the locational factors that are 

detrimental to an investment decision are not exact and vary considerably depending on industry, firm and 

country.  

 Nevertheless, the electric framework provides a toolkit for assessing and classifying the locational ad-

vantages that are relevant for the different motives of investment. Several scholars have analyzed and clas-

sified Danish FDI according to the four types presented above, and based on that, as well the narrower 

analysis of the green sector that is the aim of this thesis, it thus becomes possible to give a general impres-

sion of what types of locational advantages Denmark should strive to promote to attract green FDI.  

 

Investment Promotion 
While the political characteristics of a nation are key factors in determining FDI numerous surveys and 

papers have shown that the impression that meets investors and the work of investment promotion agen-

cies (IPAs) is a deciding factor in determining whether a country is chosen as a location for FDI (Loewendahl, 

2001). The eclectic paradigm offers very little in terms of analyzing branding and investment promotion 
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work necessary to attract investors, but a body of literature (OECD, 2015a; UNIDO, 2003; UNCTAD, 2013a) 

has emerged in recent years to fill this void. While it would be a stretch to classify these writings as theo-

retical frameworks on par with of those with the eclectic paradigm, the terms and definitions this literature 

established is useful for a later discussion of branding and investment promotion within Denmark. 

It is first worth establishing that investment promotion does work and has noticeable impact on the level 

of FDI a country or region can hope to receive. Numerous studies have established that companies consider 

only a small of range of potential investment locations, and by promoting and creating an image of itself a 

country can establish itself as a worthwhile investment location (Loewendahl, 2001; OECD, 2011b). The rise 

of IPAs from the 1990s and onward, with 81% of countries worldwide currently operating at least one IPA 

(UNCTAD, 2013c), further testifies to the importance of having a successful investment promotion opera-

tion.  Within Denmark, numbers provided by Invest in Denmark and UNCTAD indicate that Danish invest-

ment attraction efforts are responsible for 25-40% of total investment projects depending on the year (Ap-

pendix 1). 

The exact definition of what an IPA does is not clear, apart from the self-evident objective of attracting 

investment to a given location, but Grieg-Gran & Edlund (2008, p. 18) identify four tasks that successful 

IPAs accomplish: 

 

1. Image-building: creating positive perceptions about the country as a site for international invest-

ment 

2. Investment generation: targeting specific sectors and companies to create investment leads and 

ensuring that previous investors become repeat investors (Björkman & Forsgren, 2000) 

3. Provision of pre- and post-investment services: aiding with paperwork and dealing with local bu-

reaucracy and helping foreign companies find qualified employees   

4. Policy advocacy: promoting policy changes that will improve the investment climate within a given 

area or industry 
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Pedersen (2009, p. 28) notes that that ‘business policy is a policy area that is influenced heavily by ide-

ology and it would be too much to expect a correct answer to what constitutes optimal FDI policy’. Political 

positions of what type and nature of FDI is desirable are subject to shift over time with changing govern-

ments. As civil servants do the vast majority of work regarding investment promotion, an important fifth 

task is worth adding: 

 

5. Policy harmony: ensuring that the Investment Promotion regime is in harmony with the rest of 

national policy set forth by the government. 

 

Image-building and branding is a tough aspect of any endeavor to analyze, because it relies very heavily 

on an interpretivist approach. Consequently, what constitutes successful branding is very much in the eye 

of the beholder (Grieg-Gran & Edlund, 2008). Nevertheless, the impact of being perceived poorly abroad 

can have profound negative consequences on FDI flows: the IPAs of the former Yugoslavian nations were 

forced to spend considerable resources to change their perception abroad, to compensate for ‘the lost 

decade of the 1990s’ in order to finally gain the favor of international investors (UNCTAD, 2009b).  

The tasks of investment generation and the provision of pre- and post-investment services will be ana-

lyzed jointly, as the both entail working with investing firms. Hymer noted the liability of foreignness that 

investing firms operate under, and successfully accomplishing these two tasks will help attract investment. 

Especially noteworthy here is the emphasis placed on aftercare, aiding firms that have already invested, as 

many IPAs tend to approach investment promotion as a task that exists only prior to the investment 

(Manasoe & Mears, 2011; UNCTAD, 2007). Successful aftercare programs at IPAs convert one-time inves-

tors into repeat investors, by helping them locate further potential investment opportunities and overcome 

obstacles in the host economy.  

Successfully accomplishing the task of investment generation and investment services also entails hav-

ing a successful structure of investment promotion (OECD, 2011b). As ‘[r]egional agencies within the same 
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country are often competing for the same investment projects’ (Loewendahl, 2001, p. 9) investment pro-

motion needs a degree of national coordination to be successful.  

Finally, policy advocacy and policy harmony entails promoting the development of locational advantages 

that will attract investment, but remain in line with government policy. As thus, the analysis of these is best 

accomplished utilizing the eclectic paradigm. It is worth nothing, the recent emphasis which studies have 

placed on investment promotion as a means to promote green and sustainable development through FDI 

(Golub, et al., 2011; OECD, 2011a; UNCTAD, 2013b).  

 

Greenfield investment  
The research question established the focus of the thesis on attracting greenfield investment to Den-

mark, mainly due to the positive impact it has on local economies. This thesis defined greenfield investment 

earlier as ‘the establishment of a new venture by a company in a new market by constructing new opera-

tional facilities’ and noted the need to separate greenfield investments from M&A. Nevertheless, scholarly 

analysis of what factors cause greenfield investment over other types of FDI is scarce, as most studies treat 

FDI as a singular entity (Nocke & Yeaple, 2008; Chakrabarti, 2001). Demirbag, et al. (2008, p. 7) further note 

that ‘there is no well-developed theory of the determinants of the choice between acquisitions and green-

field investments’.  

Furthermore, the studies that do distinguish between greenfield investments and M&A approach this 

strictly as a firm decision, without taking into account the effect that government policies can have on the 

choice of FDI. As a result, it is hard to say anything definite about twhat locational factors within the eclectic 

paradigm make firms choose greenfield investments over other forms of FDI (Nocke & Yeaple, 2008). Sta-

tistically, greenfield investments constitute a higher share of total FDI in developing countries (UNCTAD, 

2015c), but whether this is due to lack of infrastructure, few opportunities for M&As or another factor in 

developing countries is thus not determinable. In a 2008 study of inward FDI to Turkey, Demirbag et al. 

(2008) found that when perceived host country investment risk was high firms, were more likely to favor a 
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greenfield mode of entry over an acqusition. The same study found market size to positivily  correlate to 

the level of greenfield investments, but whether these findings are applicable to the Danish market is 

debatable. Industry-wise, a 2001 investors survey found little difference between manufacturing and ser-

vices industries when it came to greenfield investment (World Bank Group, 2001).  

Studies indicate that intra-firm factors are the main determinants of the choice of FDI, crucially, whether 

the organizational differences between the acquiring and the acquired firm were too extensive to result in 

a successful new firm. Results are inconclusive about the importance of cultural distance between home 

and host market, parent firm size, geographical distance and industry (Demirbag, et al., 2008). As intra-firm 

factors are outside the scope of this thesis, they will not be the subject of further analysis.  

As a result, it is hard to say anything definite about greenfield investments, apart from the fact that they 

are desired by governments globally (Copenhagen Economics, 2012) and they constitute by far the most 

expensive and risky form of market entry (Czinkota, et al., 2011). A glance at the data available for FDI in 

Denmark (Appendix 1) shows that the number of greenfield investments is closely related to the number 

of M&As, suggesting that it is questionable whether there is anything specific that governments can do to 

attract greenfield investments in particular, which will not attract other forms of FDI.  

The thesis will maintain its stated research question for two reasons: firstly, it is the most desired variant 

of FDI and the type of FDI that all IPAs currently strive to attract (Copenhagen Economics, 2012). Secondly, 

while M&A might not be as universally desired as greenfield due to potential job losses, creating an attrac-

tive business climate will ensure that production can be kept in Denmark, increasing the likelihood that 

M&As will have a positive impact on job creation as well.  
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PART II – Is FDI beneficial to host economies?   
 

Before turning to the analysis of the Danish investment climate for the green industry, the issue of 

whether FDI is beneficial to the economies has been hotly debated, and this part of the assignment will 

address the crucial question of whether FDI is at all beneficial to host economies. Despite its high level of 

international integration and reliance on the international economy, there has been both political and 

scholarly criticism of FDI. Estrup (1989, pp. 25-30) thouroughtly describes the critique from both the public 

and politicians due to the influx of foreign investors in Denmark in the 1970s and 1980s, and more recently 

the partial sale of the Danish state-owned energy firms DONG to American investmenent bank Goldman 

Sachs in 2014 sparked a lengthy and wide-ranging debate (Aagaard, et al., 2014).  

Apart from this anecdotal examples of criticisms, three schools of FDI criticism can be identified, namely 

Marxist critiques, critiques that claim FDI negatively impact the local economy and critiques that FDI leads 

to a race to the bottom.   

 

Addressing Marxist critiques of FDI 

As has been noted throughout the thesis, most contemporary writing on FDI focuses on its prospects as 

a developmental tool, be it supportive or otherwise. Based upon the Leninist notion that imperialism is the 

final stage of capitalism, the Marxist critiques argue that rather than aiming to foster growth in developing 

economies, FDI is a form of neo-imperialism, the goal of which is to rob developing nations of their natural 

resources (Castro, 2001; Smith, 2010). Smith finds that amount of FDI from western MCNs to developing 

countries closely match the profits these MNCs extract from the developing world, suggesting ‘net effect 

of [North-South] FDI is increasingly to decapitalise the southern nations’ (2010, p. 75) rather than foster 

development.   

Assessing the validity of these claims is a monstrous task and one that this thesis will not endeavor to 

undertake, simply because it is not relevant to its research question. Regardless of how valid or invalid these 
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critiques of developmental FDI may be, this thesis is concerned with attracting inward FDI to Denmark, a 

developed market and nation in every sense of the word, making them irrelevant in terms of addressing 

the research question.  

 

 

Does FDI negatively impact local economies? 

A second nature of criticism of FDI is with regards to its impact on local economies. The issue is complex 

and largely it depends on the type of FDI that is undertaken, but a distinction between inward and outward 

FDI helps separate the main arguments into workable groups. The effect of outward FDI on the home coun-

try is outside the scope of the thesis and will thus not be subject to analysis. 

Concerning inward investment, the main argument is that FDI crowds out local employment and leads 

to wage suppression and job losses. This critique is most-often levied on FDI flows to developing countries, 

the argument being that MNEs pay ‘starvation wages’ and utilize child labor in an effort to lower costs 

(Jenkins, et al., 2002, p. 92). While these are serious issues, they are primarily the result of MNCs exploiting 

weak legal and political regimes in developing countries (ibid), and as this thesis is concerned with a devel-

oped market, they are outside the scope of this thesis.  

The effect that FDI has on local employment in developed nations is, however, well within the scope of 

this thesis. Concerning this, a joint OECD-ILO report found that 

 

‘The extent to which employment in foreign-owned firms reflects the causal impact of FDI on 

job creation depends largely on whether FDI is realised through greenfield investment or [Mer-

gers and Acquisitions]. Generally, FDI realised through greenfield investment is more likely to 

have a positive impact on employment.’ (Arnal & Hijzen, 2008, p. 11) 
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This finding is echoed by Copenhagen Economics (2006), Ernst (2005) and Zhuang & Griffith (2013). The 

latter also found that greenfield FDI negatively affects income inequality and that greenfield investment 

increased the local demand for qualified labor. Adding to this the common intuition, that greenfield invest-

ment creates local jobs, at least temporarily, as it entails the construction of new physical assets in the host 

country and the hiring of new employees to staff those assets, it is safe to say that greenfield FDI is a net 

positive for the recipient nation. Concerning mergers and acquisitions, most studies find it to be a net pos-

itive, but no consensus exists (Arnal & Hijzen, 2008). However, as this thesis is concerned only with green-

field investments, this topic, while important, will not be addressed any further   

The exact effect of inward FDI on labor market conditions vary. Generally, studies have found that FDI 

results in higher wages as firms of foreign ownership often pay a wage premium in order to attract employ-

ees from domestic business (OECD, 2008c). Furthermore, Markey & Ravenswood, (2009) and Brincikova & 

Darmo (2014) found that foreign firms in high-tech industries offer better training and development of 

employees, but found that FDI has no effect on working conditions (ibid).  

Again, the literature has its emphasis on FDI as a developmental tool and studies of developed econo-

mies are thus scarce. However, most studies of developed economies arrive at the conclusion that FDI is a 

net positive, especially greenfield investment. Critiques of the negative side effects of mergers and acqui-

sitions, such as cases where foreign owners acquire domestic companies and the local workforce is wholly 

or partially laid off, can thus be disregarded as there outside the scope of this thesis.  

 

The race to attract FDI – a race to the bottom?  

A third criticism of FDI is that it leads to a race to the bottom, arising from countries competing with 

each other to become attractive locations for investment, lowering regulatory standards in the process. 

The fear of a race to the bottom has been most widespread in three areas, namely less rigorous environ-

mental protection, labor standards and lower corporate tax rates (Drezner, 2006). Correspondingly, these 
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issues have been subject to most scholarly attention and, suffice to say, scholarly agreement does not exist 

with regards to their validity.  

The most widespread concern regarding the environment is the so-called ‘polluter haven’ thesis, which 

hypothesizes that companies move production to countries with loose environmental laws to skimp om 

compliance costs. This in turn forces countries to sacrifice sustainable developments to attract investors 

(Lundan, 2004). Whether these claims are true is debatable: (Lundan, 2004, p. 106) notes that there is ‘sur-

prisingly little evidence to support [the polluter haven hypothsis] in the literature, even at an anecdotal 

level’, a finding that is echoed by Drezner (2006), Javorcik & Wei (2003) and Eskeland & Harrison (2002). 

Contrary to popular belief, most firms in fact prefer a ‘strict, but transparent regulatory regime[s]' (Lundan, 

2004, p. 108) and there is evidence that firms transfer their practices in countries with strict regulations to 

countries with looser regulations, raising the global de facto environmental compliance (ibid; Liang, 2006). 

While there are cases of corporate wrongdoing and evasion of environmental law, ‘the extent to which 

relocation of investment takes place in response to differences in environmental standards appears to have 

been exaggerated' (Lundan, 2004, p. 106). 

With regards to labor standards, it has been suggested that a race to the bottom is occurring in an at-

tempt to attract investors, the argument being that rigid labor markets deter FDI flows. In an empirical 

study of the global labor standards, (Daviesa & Vadlamannatid, 2013) find evidence that the rights of work-

ers to collective bargaining, protesting and striking have diminished in the last 20 years. Whether this has 

an effect on FDI is debatable, Surveying appropriate literature (Duanmu, 2014) find that ‘empirical studies 

are hardly conclusive’, with [s]ome studies find[ing] that more stringent labor standards deter US FDI [while] 

others do not’ (p. 621).   

Finally, with regards to corporate taxation, it is indisputable that corporate tax rates have fallen dramat-

ically within the last 25 years: within the European Union the highest corporate tax bracket rate has 

dropped from an average of 35% in 1990 to 22.9 % in 2014 (EuroStat, 2014a). Abbas, Bedi, Sukhmani, & 
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Park identify the same trend globally and find ‘evidence of a partial race to the bottom: countries have been 

under pressure to lower tax rates in order to attract and boost investment’ (2012, p. 1). 

Unlike the critiques of the previous sections, the race to the bottom hypothesis cannot de disregarded 

when it comes to assessing and assembling FDI in Denmark. While concerns over strict environmental 

standards deterring investment are unfounded, conversely strict environmental standards might even at-

tract investors in green industries (Lundan, 2004), the global race to the bottom on taxation is worrying. In 

response, efforts to coordinate tax policy at the EU-level have been initiated, but so far they have not been 

fruitful (EuroStat, 2014a; European Commission, 2012). 
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PART III - Analyzing FDI, the green sector and the lo-
cational advantages in Denmark 

 

With the theoretical and methodological foundation of the thesis and the overall positive impact that 

FDI has on local economies established, the thesis will now turn to the central analysis of FDI in Denmark, 

with aim of proposing policy that can improve the Danish investment climate. Part III will present a thor-

ough analysis of the green industry and locational advantages within Denmark, to serve as the basis for the 

policy suggestions provided in Part IV. 

 

The historical roots of Danish FDI  

In their study of inward FDI flows to Denmark from 1850-1939, Strandskov & Pedersen note that Den-

mark traditionally has been ‘leading free-trade nation’ (2008, p. 620). Despite protectionist beggar-thy-

neighbor policy measures taken during the world wars and the great depression, foreign investors have 

generally been welcome in Denmark. At a 1925 Scandinavian trade conference the Danish representative 

argued that ‘[Denmark] consider[s] foreign capital a dear and welcome visitor. Visitors, however, shall not 

rule the house, but they shall be welcome and be treated with Scandinavian hospitality.’ (Strandskov & 

Pedersen, 2008, p. 622) This liberal Danish attitude was unique in Scandinavia, with Norway and Sweden 

adopting more protectionist policies, largely as a result of FDI flows being almost entirely industry oriented 

and Sweden and Norway wishing to protect their young industries. Denmark specialized in agriculture, Nor-

way in mining and fishing and Sweden in timber and iron production; using terminology from Dunning’s 

framework, Strandskov & Pedersen argues that Denmark experienced market-seeking FDI, whereas Swe-

den and Norway experienced resource-seeking FDI (ibid).  

The Second World War essentially halted all FDI flows on the European continent, including Denmark, 

which was under German occupation from 1940-1945. The war years saw a dramatic increase in FDI from 
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occupying Germany, and consequently, the immediate post-war years were marked by a negative public 

view of FDI regardless of the country of origin: Danish prime minister Hans Hedtoft railed against ‘the Amer-

icanization of Denmark’ (Sørensen & Tarbensen, 2008, p. 277) and politically there was broad support for 

protectionist policy measures. However, opinions changed with the rise of post-war free trade and the 

Bretton-woods institutions in the late 1940s and early 1950s: the previously vilified foreign industries be-

came desired investment partners, especially American firms, which accounted for 76.8 % of all inward FDI 

flows into Denmark in 1958 (Sørensen & Tarbensen, 2008, p. 240).  

The rise of European economic and political cooperation in the 1960s saw a diversification of the home 

nations of Danish inward FDI, and by 1972, the American share of inward Danish FDI had dropped to 15.6 

% (Sørensen, 2006). The largest home nations were Holland, Great Britain and Sweden, in large part due to 

Denmark’s expected membership of the European Community (later European Union).  

The positive attitude towards FDI would make Denmark a more attractive investment location through-

out the 1980s, but despite FDI inflows increasing tenfold between 1981 and 1993 (OECD, 1996), Denmark 

still received comparatively little inward FDI compared to its neighboring countries. Estrup (1989, p. 107-

110) counts 94 foreign acquistions of Danish firms employing 18,000 empoyees between 1975-1984, with 

most acquirers coming from Sweden (26 aqusitions), the United States (22 acquistions) and Great Britain 

(11 acquistions). The rise of foreign takeowers of domestic frims lead to a rigorous public debate (Estrup, 

1989, pp. 25-27), but government policies were keen to keep on attracting FDI throughout the 1990s (OECD, 

1996). 

In 1993 inflows of FDI were higher than outflows for the first time since the mid-1970s (OECD, 1996) and 

inward and outward flows would remain very close over the next decade (Figure 2). Inward FDI rose dra-

matically in the late 1990s due to the privatization of numerous state-owned industries, notably the tele-

communications provider TeleDanmark in 1997-1998. The bursting of the dot-com bubble halted FDI flows 

in 2003-2004 in line with global trends, but recovered to rise above the 1990s levels in 2005 (Dansk Industri, 

2013; Pedersen & Skaksen, 2011).  

Page 46 of 106 
 



Hans Prytz Henriksen Copenhagen Business School, 2016 Master’s Thesis 

The financial crisis in 2007 halted FDI flows around the world by more than 20% and Denmark was no 

exception, with value of both stock and flow going negative and the number of greenfield investments 

dropping from 79 in 2008 to 42 in 2009 (Appendix 1). Recovery was relatively quick, but with outward flows 

still outpacing inward flows and the level of inward flows being roughly the same in 2014 as in 1990 (Figure 

2). In response to the lack of inward FDI, then-minister of trade Pia Olsen Dyhr put down a working group 

in 2012 with the objective of assessing what could be done to attract investment. Their findings were pub-

lished later in 2012 and included nine suggestions for improving the investment climate in Denmark 

(Copenhagen Economics, 2012; Danish Ministry of Foreign Affairs, 2012). 

 

Figure 3: Danish Inward and Outward FDI flow between 1990 and 2014 (UNCTAD, 2015c). The numbers vary considerably from 
those presented in Appendix 1, but the Danish National Bank does not offer methodologically consistent FDI data further back than 
2004.  
 

 

Assessing the impact of greenfield investments on the Danish economy 

While the FDI in- and outflows of Denmark have varied greatly throughout the years, there can scarcely 

be any doubt about the impact FDI has had for the modern Danish economy. As noted in the introduction, 

only 1.3% of total firms operating in Denmark have foreign ownership, but they employ 18.9% of Danish 

full time workers and account for 22.8% of total revenue (Statistics Denmark, 2015b). While these numbers 
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do not distinguish between modes of entry of these foreign firms, the conservative estimate of 13.160  jobs 

created by foreign investors reported by Invest in Denmark (Appendix 1) gives a further indication of the 

positive effects FDI has on employment.  

However, FDI has also affected Denmark in more subtle ways. Apart from prospects of employment and 

economic growth to local industries, greenfield FDI also results in the transfer of new techniques which 

increase productivity. Hymer and Dunning both established that only firms, which can leverage certain or-

ganization and internalization advantages of production would succeed when entering new markets due to 

the liability of foreignness inherit in non-domestic markets. As these advantages tend to be in the form of 

technology, productivity and technology, spillovers due to the entry of foreign firms have been widely at-

tested to, as employees move between companies, taking know-how and technological savvy with them 

(Arnal & Hijzen, 2008; OECD, 2008a). Furthermore, technology spillovers have been found to be especially 

prevalent in greenfield investments, as foreign companies who engage in greenfield investments tend to 

possess greater technology advantages, which spill over to the local economy through the hiring of local 

workers (Antonietti, et al., 2015, p. 94). Within the green industry, an industry which relies heavily on R&D 

and new technologies, UNCTAD notes that ‘FDI plays a key role in building low-carbon economies by bring-

ing in capital and green technology as well as management, organizational and marketing skills’ (UNCTAD, 

2013b, p. xi).  

In Denmark, the entry of IBM in 1950 and further investors in the 1960s and 1970s sparked the 

development of a now blooming Danish IT-industry (Estrup, 1989). More recently, the collaborative efforts 

of business, municipal and educational organizations in Odense on the creation of locational advantages 

conducive to the robotics industry have succesfully led to the creation of 2.200 jobs and numerous FDI 

projects (KL, 2015, p. 21). At the national level, a 2011 Copenhagen Business School study found that 

‘Danish GDP today is DKKR 50 billion higher than it would have been without [multinational] companies 

because their productivity level is generally higher than the average Danish company’ (Pedersen & Skaksen, 

2011, p. 2).   
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Antonietti, et al. (2015) found that greenfield FDI also leads to increased competition between 

companies. Intuitively this makes sense, as greenfield entails the construction and establishment of new 

enterprises within a region, which, ipso facto, leads to a greater competition for market share. The impact 

of this increased competition is debatable, but largely seen as a net positive for both the industry and the 

economy. Antonietti argues that increased competition ‘push[es] incumbent firms to search for productiv-

ity improvements, and promot[es] the reallocation of resources toward more productive units’ (ibid, p. 98), 

but that this increase in efficiency is limited to firms operating in close geographical proximity to and within 

the same industry as the foreign firm. Potential negative impacts on local employment due to this increased 

efficiency have been speculated, but as noted in section II, there is broad agreement within the study of 

FDI on the net positive impact that greenfield investments have on local employment (Arnal & Hijzen, 2008). 

Studies of the impact of greenfield investment on innovation within Danish firms are scarce, but numerous 

scholars (Pedersen & Skaksen, 2011; Pedersen, 2009; Dansk Industri, 2013) argue for a positive effect within 

Denmark, based on studies in other countries. 

Based on the succinct survey of literature in part II of the assignment and the above discussion of the 

positive aspects of FDI, it is the position of this paper that FDI constitute a net positive for the economy of 

Denmark, a position which echoes that of the vast majority of economists and scholars. The only issue 

negative prospect of attracting FDI, is the occurring race to the bottom concerning corporate taxation and, 

partially, with regards to labor standards. While issues and public debate have arisen over the partial of 

whole privatization of various Danish state-owned companies from the 1990s and onwards, this constitutes 

examples of acquisitions, and thus outside the scope of this thesis.  

The thesis established earlier than the extent to which Denmark can create an alluring investment 

climate conducive only only the greenfield mode of entry is limited. Nevertheless, the thesis will proceed 

with the established research question, focusing only on attracting greenfield investment, for three 

reasons: firstly, while the net effects of other variants of FDI are mixed, the effects of M&A is still widely 

regarded as a net positive for both the Danish economy and the economy in general (Copenhagen 
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Economics, 2012; Oldensk & Hufbauer, 2013). M&As still lead to lead to the transfer of technological and 

managerial best practices, and while adverse negative effects on local employment have been recorded, 

the large share of the Danish workforce employed by foreign companies indicate that Denmark as a whole 

benefit from FDI of all types. Secondly, emphasizing greenfield investment in Denmark is in tandem with 

recent global and regional trends within investment promotion (UNCTAD, 2013a). Thirdly, studies have 

established the importance of aftercare, to ensure that one-time investors become repeat investors 

(UNCTAD, 2007), with Copenhagen Economics (2012) explicitly noting the possibility of firms moving from 

an M&A mode of entry to a greenfield mode of entry.  

 In summary, the position of this thesis is that the attraction of more greenfield investment within the 

green industry of Denmark is a net positive for the economy of Denmark, even though it might attract other 

forms of FDI, a position that mirrors that vast majority of writing as well as consecutive Danish governments 

(Danish Ministry of Foreign Affairs, 2013a; Government of Denmark, 2010). 

 

The green sector of Denmark  

With the earlier established definition of the green industry and FDI adopted in Part 1 of the thesis, 

emphasizing the need for sustainability and the importance of government policies in ensuring such a de-

velopment, the thesis has offered a scholarly definition of green. However, for the purposes of an analysis 

of the green industry using the Dunning framework, it becomes necessary to describe the green industry 

within Denmark in purely descriptive and statistical terms: numerous scholars have noted that locational 

advantages depend largely on the industry in which a firm operates (Dunning & Pitelis, 2009; Hornberger, 

et al., 2011). Comprehensive studies of the green sector in its entirety are scarce, especially concerning FDI, 

but a joint 2012 report published by the Danish Ministry of the Environment, Growth, the Danish Ministry 

of Business & the Danish Ministry of Climate, Energy & Construction (Danish Ministry of the Environment 

et. al., 2012) as well as a 2013 statistical analysis (Statistics Denmark, 2013) do provide some indication of 

what characterizes the industry.  

Page 50 of 106 
 



Hans Prytz Henriksen Copenhagen Business School, 2016 Master’s Thesis 

 The definition used by the Danish government to determine what constitutes green production is based 

on the EuroStat definition of environmental goods and services: a ‘heterogeneous set of producers of tech-

nologies, goods and services that: measure, control, restore, prevent, treat, minimise, research and sensi-

tise environmental damages to air, water and soil as well as problems related to waste, noise, biodiversity 

and landscapes’ (EuroStat, 2009, p. 29). This definition is useful because, in line with this thesis, it explicitly 

states the heterogeneity of green production and applies a broad definition of what it entails to be envi-

ronmental11.   

Based on the EuroStat definition, green production was found in no less than 21 industries in Denmark, 

ranging from energy production, to transportation and cleaning, with roughly on fifth of companies pro-

ducing or selling green products (Danish Ministry of the Environment et. al., 2012).  10.4% of Danish exports 

came from green technologies goods and services, and they accounted for 9.2% of total generated revenue, 

equal to 170 billion DKKR (Danish Ministry of the Environment et. al., 2012). Of the 170 billion DKKR in total 

production, roughly 98 billion DKKR came from the industry, with 70 billion DKKR of this being the produc-

tion of windmills. Renovation and recycling and sustainable construction were the 2nd and 3rd largest cate-

gories, with 24 billion and 13 billion in total production respectively (Statistics Denmark, 2013). The report 

also shows that green production is more prevalent in foreign firms than domestic ones, lending credibility 

to the suggestion that the green credentials established by Denmark through decades of emphasis on sus-

tainability does attract foreign investors (ibid).  

Concerning the workforce, employees in green industries are, on average, better paid than their coun-

terparts in the economy at large, with salaries being recorded as 9% higher in green companies than the 

economy in general (Danish Ministry of the Environment et. al., 2012; Statistics Denmark, 2013). To com-

pensate for this higher salary, each employee in the green industry adds 31% more value than in non-green 

companies (Statistics Denmark, 2013).  

11The definition in its entirety is very lengthy – some seven pages -, as it provides statistical tools for assessing green 
production in a myriad of industries. For this reason as well as the fact it does not include FDI,  it was not chosen as 
the overall definition of ‘green’ for this thesis,  
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The studies also indicate that green firms are more dependent on R&D and a highly educated workforce 

than the industry at large. Only 6% of non-green firms engage in public-private R&D-partnerships, com-

pared to roughly 8.5% of green firms (Danish Ministry of the Environment et. al., 2012), and R&D spending 

in green firms. Employees of green firms are twice as likely to have completed tertiary education (Statistics 

Denmark, 2013), and while the 32% of the employees in the economy have technical degrees, the number 

is 42% for green firms (Danish Ministry of the Environment et. al., 2012).  

 

Locational advantages and the Danish climate for green investments  

With the establishment of the characteristic of the green industry within Denmark, assessing and eval-

uating the locational advantages inherent in the Danish market is a natural next step, and a prerequisite for 

the discussion of what the Danish government can do to improve the investment climate. 65 years ago, 

Hymer noted that ‘[d]ifferent nations have different governments, different laws, different languages, and 

different economies’ (Hymer, 1960, p. 28), underscoring that the importance of locational advantages on 

FDI decisions has been understood for decades.  

Nevertheless, listing all the locational factors is an enormous task: Appendix 3 includes just a few of the 

international rankings that are available, and while this does give an indication of the nature of the Danish 

investment climate, it is by no means all-encompassing. Furthermore, the methodology behind the individ-

ual rankings varies considerably and many are published by organizations with political agendas. Finally 

Hornberger, et al. (2011, p. 2) note that ’a definitive understanding of what drives investment decisions 

would require an understanding of the context for each FDI project’. Consequently, while the previous sec-

tion has given some indication of the factors that characterize firms in the green industry, firm-level specif-

ics are likely to determine a great deal of the investment decisions. For this reason, any application of the 

Dunning framework requires a degree of interpretivist methodology and a critical mindset, both of which 

this analysis will strive to apply.  
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Despite these apparent shortcomings, the eclectic paradigm is a powerful tool for describing the Danish 

investment climate. The four categories of FDI inherent in the framework, natural resource-seeking, effi-

ciency-seeking, market-seeking and strategic asset-seeking (Dunning & Pitelis, 2009), all rely on different 

locational factors. Applying a somewhat modified version of the eclectic paradigm, five groups of factors 

can be identified: one group of general factors, conducive to FDI of all types, and one group for the ad-

vantages especially conducive to each of the four motivations for engaging in FDI. Listing and defining these 

locational factors and grouping them by the type of FDI they are likely to attract, a somewhat accurate 

picture of Denmark as an investment location can be drawn, specifically with regards to what type of FDI 

Denmark is likely to attract.  

 

General factors 

Depending on the definition applied, the list of general locational factors can be very lengthy. However, 

broad agreement exists with regards to a number of locational factors, which are conducive to all types of 

FDI. For this reason, a number of reports use the term basic to describe this variant of locational advantages 

(WEF, 2015; Copenhagen Economics, 2012), as the absence of these factors characterizes a market in which 

FDI is likely to be either risky, challenging or subject to certain constraints.  

Among these general factors, the size of the home market is widely considered to be among the most 

critical. Hornberger, et al. (2011) find that the 10 largest markets receive 47% of all inward FDI, and numer-

ous studies have found a linear relationship between market size and FDI (Chakrabarti, 2001; Janeba, 2001). 

While important for all four types of FDI, the discussion of the locational advantages Denmark possesses in 

terms of market size will be analyzed in the section discussing market-seeking FDI.  

Studies have also found that a well-functioning public apparatus is of critical importance when assessing 

the attractiveness of a country to foreign investors. Notably, having a transparent system of government 

with efficient institutions which is easy for foreign investors to navigate has been found to have a significant 

positive impact on FDI (Copenhagen Economics, 2012) and foreign investors rank these factors high when 
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determining the prospect of FDI (World Bank Group, 2001). Numerous global indicators show that Denmark 

rank highly on governance indicators, e.g. the HDI index, sustainable society index, and business indicators, 

business environment and ease of doing business ranking (Appendix 3), suggesting that Denmark maintains 

strong locational advantages in this area. This is true for economic and political stability as well, indicated 

by the high economic freedom index rating and Denmark being award the highest credit rating by all three 

credit rating institutes (ibid).  

The effects of corporate taxation has been the topic of an abundance of scholarly writing, and will be 

subject to a thorough later analysis in the case of Denmark in part IV of this thesis. For now, it is enough to 

state that is widely regarded as a contributing factor to the attractiveness of an FDI location, but the extent 

to which it deters or attracts investors depends on numerous other locational factors (OECD, 2007).  

Finally, the FDI statistics in Appendix 2 suggest that geography and cultural similarity determine a great 

deal of FDI flows, as the main investors in Denmark are Sweden, the Netherlands, Luxembourg and Norway. 

Numerous studies echo this conclusion: measured both in terms of geographical, cultural and institutional 

proximity, firms prefer to invest in countries that resemble their own (Hornberger, et al., 2011; Levis, et al., 

2015; Muradoglu & Vasileva, 2008). This lends credibility to the central argument of the eclectic paradigm 

and Stephen Hymer, namely that firms operate against a liability of foreignness when engaging in FDI: by 

investing in countries similar to the home market, firms can minimize this liability of foreignness. As Den-

mark is perceived as having an accepting and open attitude towards foreigners and foreign investment (US 

State Department, 2015) – a trend that may be shifting, as the thesis shall explore later –, strong linguistic 

capabilities and a high level of development (Appendix 3), the liability of foreignness is minimal within the 

country.  

In summary, Denmark has strong general locational factors due to a strong, transparent and stable po-

litical and economic system and a history of openness to foreign investors.  
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Natural resource-seeking FDI factors  

Numerous locational factors determine the conduciveness of a nation to natural resource-seeking FDI, 

but one is paramount: the presence of natural resources to extract, market, sell or transport (Jakubiak, 

2008; Franco, et al., 2008). The definition of what constitutes natural resources varies greatly, but most 

definitions are limited strictly to resources such as minerals, oil, gas and wood. As the vast majority of these 

natural resources are developed through natural processes, they are unique in the sense that they cannot 

be created through government policy, but rather an asset which countries are inherently endowed with. 

Apart from oil and gas in the North Sea, Denmark has very few natural resources for foreign firms to exploit 

(CIA, 2016). The prospect of a significant amount of greenfield, natural resource-seeking FDI is thus slim, 

due the defining locational factor conducive to natural resource-seeking FDI being mostly absent.  

 

Market-seeking FDI factors 

As the name suggests, market-seeking FDI depends largely on the presence of a market for firms to sell 

their goods, and thus largely dependent on the size of the population and economy (Škuflić, et al., 2013). 

While market size has been established as an important locational factor for all types of FDI, it is especially 

crucial for foreign investors hoping to market their goods to the local population. Due to the relatively small 

size of the Danish economy measured in terms of both GDP and population size (Appendix 3), Denmark 

does not possess strong locational factors conducive to market-seeking FDI on its own (Copenhagen 

Economics, 2012; WEF, 2015). Calculations further indicate that, despite the effectiveness of public trans-

portation within Denmark, only 9 million people are reachable within 4 hours of transport from Copenha-

gen (Dansk Industri, 2011).  

The outlook for market-seeking FDI is not entirely bleak, however, especially for green FDI. Due to its 

long history of research and emphasis on sustainable energy production, Schaumburg-Müller, et al. (2010) 

note that a market has emerged within Denmark for firms seeking to produce and sell goods in this industry. 
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With the increased global emphasis on sustainable production and corresponding increased demand for 

green solutions, a demand that is likely to increase in wake of the 2015 Paris climate agreement, the pro-

spect of Denmark increasing flows of market-seeking FDI is promising.  

Furthermore, several studies have suggested that while its domestic market is small, Denmark could be 

used as a base of production with the intent of exporting goods and services to neighboring countries 

(Dansk Industri, 2011; Schaumburg-Müller, et al., 2010; Damgaard, 2011). The high rankings of Denmark on 

the ease of export and doing business indices (Appendix 3), as well as being party to numerous free-trade 

agreement through its EU-membership, itself a notable locational asset for market-seeking investor, lends 

credibility to this analysis. The findings of Pedersen & Skaksen (2011) further substantiate this, as they note 

that foreign firms in Denmark account for 26.6% of all exports while composing just 1.2% of the enterprises. 

Thus while Denmark has inherently weak market-seeking locational factors, a liberal trade policy and mem-

bership of various international bodies does make Denmark somewhat conducive to market-seeking FDI, 

especially when it comes to the green sector.  

 

Efficiency-seeking FDI factors 

Compared to the three previous groups of locational advantages, the factors which determine the effi-

ciency-seeking variant of FDI, are harder to assess. While the overall intent of this type of FDI is clear – to 

increase the overall efficiency of the business operation – the factors which contribute to this goal depend 

heavily on the type of industry the firm operates in. Škuflić, et al., (2013) identify the quality of 

infrastructure and the level of productivity within the labor market as being crucial factors, Franco, et al., 

(2008) note the importance R&D-spending and Castro (2001, p. 24) the importance of firms being able to 

‘exploit  economies  of  scale  and  scope  across borders’ in order to reduce costs.  

Whether Denmark is conducive to efficiency-seeking FDI is hard to assess. Schaumburg-Müller, et al., 

(2010) found no examples of this variant of FDI in their study, but high international rankings concerning 

the quality of its infrastructure and productivity could potentially attract efficency-seeking FDI (Appendix 
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3). For this reason, the prospect of Danish production being in-sourced, moving back previously outsourced 

production to the domestic market, has been noted, with Arlbjørn (2014) finding production in Denmark to 

be more costly, but the quality of the product and the better ability to deliver making up for it. As production 

within the green sector tends to be especially knowledge-intensive, the comparatively high level of Danish 

R&D-spending and high rankings on innovation indices (Appendix 3) efficiency-seeking FDI in Denmark. 

Furthermore, decades of emphasis on green and sustainable production and flexibility of the Danish labor 

market further increase the prospect of efficiency-seeking FDI. In interviews with foreign firms in Denmark 

Li-Ying, et al., (2013) found that the high level of R&D and technological development within the green 

industry were especially important factors when choosing Denmark as an investment location.  

Nevertheless, other locational advantages hamper the prospect of significant amounts of efficiency-

seeking FDI inward FDI. With only 36% of the population having completed a tertiary education, Denmark 

ranks in the middle of the OECD (Appendix 3), a problem for the knowledge-intensive production within 

the green industry. High electricity prices, relatively high wages and taxes and the short Danish work-week 

create only mediocre prospects for efficiency-seeking FDI compared to the rest of the EU and OECD (ibid; 

Copenhagen Economics, 2012). Thus, while Denmark possesses some prospects of efficiency-seeking FDI , 

especially within the green sector, the sum of the locational factors lends itself to only average levels of this 

variant of FDI. 

 

Strategic asset-seeking FDI factors 

As established earlier, strategic asset-seeking FDI aims to improve ‘the capabilities of the acquiring firm 

in view of long-term competitiveness in home and third-country markets’ (Meyer, 2015, p. 58). Conse-

quently, as was the case with efficiency-seeking FDI, the assets conducive to this type of FDI are hard to 

assess. Elia & Santangelo (2012 p. 1) argue that ’[f]irms engage in strategic asset-seeking FDI when they 

intend to seek technology based resources and skills in a host country that are superior or not available in 

their home countries’.  
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With the aim of strategic-asset-seeking FDI being to improve the efficiency of production, there is some 

overlap between the factors of this variant of FDI and efficiency-seeking FDI. However, where efficiency 

seekers invest with the intention of establishing some form of domestic production, the primary objective 

of strategic asset-seeking it to develop advantages, which can be used throughout the global production 

chain outside the target FDI country (Kottaridi & Nielsen, 2003, p. 3). As this does not necessarily entail 

domestic production, factors such as wage levels, tax rates and electricity prices are less important for stra-

tegic asset seekers.   

Instead host markets for are usually technologically advanced nations, with a strong history and profi-

ciency for R&D. Consequently, numerous studies have found that Denmark possesses strong locational ad-

vantages conducive to strategic asset-seeking FDI (Schaumburg-Müller, et al., 2010; Finpro, 2012), namely 

a high level of technological development and R&D-spending, a well-functioning infrastructure and decades 

of emphasis on green production.  

The inherently ill-defined nature of what constitutes a strategic asset entails that some studies of Den-

mark include factors that are not valuable to an investor through more efficient production, but rather help 

brand the firm, due to the high positive regard Demark is held in. Such factors include the rankings of Den-

mark as the world’s happiest nation, the sustainable society and where to be born index, as well as the high 

level of social capital found in Danish society (Copenhagen Capacity, 2015a; Gjerding, 2005). While it is 

difficult to assess the importance of these factors to potential investors, being regarded as a country inhab-

ited with happy and content people can scarcely be considered disadvantageous (Danish Chamber of 

Commerce, 2010).  
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PART IV – Green FDI – farfetched dream or potential 
reality? 
 

This part of the thesis will  aim to provide a series of suggestions that increase FDI flows to the green 

industry of Denmark. The thesis earlier defined green industry as ‘economies striving for a more sustainable 

pathway of growth by undertaking green public investments and implementing public policy initiatives that 

encourage environmentally responsible private investments’ (UNIDO, 2009) and in doing so noted the im-

portance of government policies in attracting green FDI.  Government reports and statements have long 

referred to the need to ‘improve the investment climate in Denmark with a view to attracting more foreign 

investment’ (Danish Ministry of State, 2015), but few tangible efforts have been undertaken to increase the 

flow of Foreign Investment into Denmark. While it would a stretch to classify this thesis as a strategy, it 

does nevertheless propose a series tangible policies which should improve the Danish investment climate. 

It will be do so by separating the various aspects of investment promotion into separate sub-sections, ana-

lyzing what can be done in each area of investment promotion to attract more FDI to Denmark, based on 

the five tasks of investment promotion established in Part I of the thesis and combined with the analysis in 

Part II of thesis.  

Policy advocacy and policy harmony will be analyzed under the Dunning framework, determining what 

locational factors Denmark can develop and create to attract FDI. While the policy suggestions will have the 

overarching goal of attracting green FDI, the creation of a market conducive to environmentally sustainable 

FDI in large parts entails creating a conducive to FDI in general. Therefore, many of the policy suggestions 

will aim to improve the general locational advantages of Denmark, while others will create and improve 

advantages with the objective of luring green investment. The thesis does not employ a ceteris paribus way 

of creating policy decisions, and recognizes that, due to the resource constraints the Danish government 

operates under and the potential impact of these suggestions on other sectors of the economy, there is a 
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limit to what can be done. The policy suggestions will attempt to strike a balance of what is desirable and 

what is achievable.  

Investment generation and provision of pre- and post-investment services will be analyzed in the sec-

tion assessing the structure on the Danish investment promotion system. Due to the inherent secrecy as-

sociated with investment generation, the analysis will be based largely on previous research.  

Suggestions to improve image-building will be found in the section on how Denmark can brand itself 

better. As noted earlier, analyzing image building and branding necessitates an interpretivist approach and 

often results in vague and unusable suggestions. The section will nevertheless attempt to rise above the 

most simplistic of proposals, by advocating closer international cooperation and a more diverse branding 

strategy.  

Finally, it is worth recalling that the ontology of this thesis does not lend itself to certainty within the 

political sciences. Consequently, the suggestions this thesis will provide are not guaranteed to succeed. 

They are based on the best available data and months of research, but with the established lack of coherent 

methodology and the complexity of the area of study, it would be over-courageous to guarantee success.  

 

Maintain an ambitious, but tangible, green policy 

In its review of Danish energy policy, the International Energy Agency praised Denmark for its ability to 

‘[decouple] economic growth and energy consumption, while at the same time reducing greenhouse gas 

emissions’ (IEA, 2011, p. 7). The report, 158 pages long and published in 2011, is almost entirely void of 

critiques of Danish energy policy, calling its record ‘enviable’ (ibid, p. 90). The positive view of Danish policy 

of the IEA is by no means unique. The 2015 Climate Change Performance Index, published annually, ranked 

Denmark as the country doing the most to combat climate change, noting its ‘outstanding performance’ 

(CAN, 2015, p. 22), and international newspapers often carry stories of the ‘tiny country on the northern 

fringe of Europe [that] is pursuing the world’s most ambitious policy against climate change’ (Gillis, 2014).  
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While it would be fallacious to equate a sustainable energy policy with a green policy in general - as 

established earlier the term green is not industry specific – this is often the case in the public debate. CO2-

reduction targets are among the most commonly identified indicators of a willingness to be green (UNCTAD, 

2013b). However, Denmark also maintains country specific advantages within green production in general, 

with 21 industries within Denmark having some degree of green production. (Danish Ministry of the 

Environment et. al., 2012). The terms ‘green’ and ‘sustainable’ are found frequently within government 

growth strategies and by most accounts this emphasis has been successful (Danish Ministry of State, 2012; 

Government of Denmark, 2010) 

  With the growing emphasis on green and sustainable FDI (UNCTAD, 2013b; OECD, 2011a), Denmark is 

in a unique position to leverage this leading position into a comprehensive green FDI attraction scheme. In 

fact, the work of Copenhagen Capacity and the Copenhagen Cleantech Cluster have already received 

international recognition for their work in promoting Green FDI (ibid, p. 45-47).  

However, the recently elected government of Denmark indicated its intent to slow down the transition 

towards sustainable energy in December 2015, lowering its targeted CO2-levels from a 40% reduction to a 

37% reduction compared to 1990 levels in 2020, as well as cutting annual funding for sustainable energy 

research from 385 million kroner to 55 million DKKR (Eddy, 2015). Furthermore, in response to a parliamen-

tary inquiry in 2015, Danish climate and energy minister Lars Christian Lilleholt failed to see the need for 

national targets more ambitious than that of the EU at large (Folketinget, 2015).  

The intent of the Danish government to ease up on its green ambitions have not gone unnoticed. The 

2016 edition of the Climate Change Performance Index noted that ‘experts are concerned about recent 

developments:  the  questioning  and  cancellation  of  existing climate  and  energy  targets,  and  budget  

cuts  for  climate protection measures’ (CAN, 2016, p. 5) and that Denmark was losing ground to the United 

Kingdom and Sweden. Likewise, the New York Times ran a lengthy article in December of 2015 noting the 

lower green ambitions of the Danish government (Eddy, 2015). 
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As FDI in general and greenfield investments in particular constitute a long-term commitment on part 

of the investor, stability in policy is a critically important factor (UNCTAD, 2013b) and the sudden shift in 

policy is anathema to potential foreign investors (World Bank Group, 2001). Schaumburg-Müller et al. 

(2010) found that Chinese and Indian firms specifically targeted Denmark for its knowledge of and 

dedciation to sustainable energy, a position developed due to years of policies conducive to its 

development. It is not hard to imagine potential foreign investors choosing Sweden over Denmark, which 

has maintained their CO2 reduction targets of 40% compared to 1990 levels in 2020.  

As established earlier, the decision of an investor to choose one location over another depends very 

much on the signals and first-hand impressions that a country promotes. Competition between countries 

to attract FDI is likely to be fierce, and with the growing global emphasis on sustainability, many countries 

have begun branding themselves as green (Grieg-Gran & Edlund, 2008). Denmark has spent the better part 

of the last half century promoting green policies and establishing itself as a sustainable frontrunner, and 

the recent policy changes by the Danish government are likely to negatively impact that. This is unfortunate, 

as the demand for green technologies is expected to rise significantly over the coming decade (UNCTAD, 

2013b), especially with the recently reached Paris climate agreement.  

Furthermore, the oft-repeated myth that ambitious environmental policies deter investments is largely 

unfounded, as studies have established that ambitious green policies attract investors and transfer best 

practices globally (Lundan, 2004). It is thus unlikely that Denmark would experience increased FDI flows in 

other sectors due to lower green ambitions.   

To summarize, Denmark currently possesses a strong and rare locational factor due to its historical 

emphasis on sustainable production, notably in the energy and agriculture sector, which can and should be 

leveraged by maintaining its green ambitions to attract FDI. This locational factor is valuable and hard for 

other countries to replicate, as it is based on decades of policies prioritizing green development. To 

abandon the emphasis on green production is contrary to international trends and the losses of green and 
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sustainable FDI are not likely to be offset in other sectors. In response, this thesis suggest that the 

Government of Denmark  

 

- Maintain a 40% CO2 reduction target by 2020, and adopt annualized targets until 2030 

- Maintain government funding for R&D in its green sector  

 

Emphasize technical education and R&D 

The analysis of green production noted the importance of an educated workforce and access to R&D to 

this type of production, and consequently it should come as no surprise that this thesis will recommend 

strengthening these locational advantages within Denmark. Previous analysis of Denmark as an investment 

climate have echoed this suggestion, noting the importance of especially the high education-level of the 

Danish population (Dansk Industri, 2011; Copenhagen Economics, 2012; Schaumburg-Müller, et al., 2010). 

Furthermore, econometric studies have found a significant positive correlation between the level of R&D 

spending and education attainment rates on the level of inward flow of FDI in both developed and devel-

oping nations (Bellak, et al., 2008; Akin & Vlad, 2011; Usman, 2014). 

However, recent studies of education levels throughout the OECD countries indicate that Denmark 

might be losing one of its key locational advantages, its highly educated population. A 2015 assessment 

found that ‘[t]ertiary attainment rates in Denmark have increased but more slowly than other countries’ 

(OECD, 2014, p. 1). Thus, while the Danish population has traditionally been highly educated, the increased 

international emphasis on education means that Denmark currently ranks just 18th of out 43 countries in 

tertiary education attainment rates, behind the other Nordic countries (OECD, 2015b).  

Increasing tertiary education rates as a whole will not solve the issue, as firms within the green industry 

rely on a specific type of employees: on average, green firms employ more technically educated workers, 

and rely less on employees with social sciences degrees (Danish Ministry of the Environment et. al., 2012). 
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Implementing incentive structures and increasing the yearly intake on universities granting technical de-

grees should help ensure that the green industry will have access to an educated labor supply in the future.  

Concerning R&D, Denmark already spends a comparatively high amount, roughly 3% of GDP, ranking it 

as the fourth highest spender globally. Thus, while more R&D-spending would certainly help attract more 

FDI within the green sector, there are other, less costly options available for the government: public-private 

research partnerships. In 2014 the private sector accounted for 62% of Danish R&D-spending, equal to 

1.85% of GDP, up from 1.16% in 1997 (Statistics Denmark, 2016), suggesting that the private companies are 

willing to finance R&D if the locational factors are there. This is doubly true within the green industry, as 

the thesis established earlier that green companies are comparatively more reliant on research partner-

ships than firms in general (Danish Ministry of the Environment et. al., 2012).  

However, while overall Danish R&D spending is high, the 2016 Danish budget included an 8.5% cut to 

public spending on R&D (Mortensen & Sørensen, 2015). As both Sweden and Finland outspent Denmark on 

R&D in 2014 (World Bank Group, 2016) any government cuts will widen the locational advantage gap be-

tween the countries. This will likely have an impact on inward FDI in the green sector, especially as some of 

these cuts specifically target research into sustainability. Currently, just 20% of total public R&D-spending 

is earmarked for research related to climate, energy and the environment (Statistics Denmark, 2016), and 

given the green sectors reliance on R&D, both in public and in private, this level of funding should be main-

tained.  

This thesis thus suggests that the Government of Denmark 

 

- Increase the number of graduates with technical degrees through incentive structures and an 

increase in the yearly intake on universities granting technical degrees 

- Create incentives and structures to encourage private R&D-spending   

- Maintain R&D-spending of at least 3% of GDP, ensuring appropriate funding for research into 

sustainability, climate and energy  
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Adapt the structure of the Danish Investment Promotion system 

With the broad scientific consensus that investment promotion (IP) works and is a factor in determining 

the FDI flows that a country receives, evaluating the Danish IP-system is crucial to ensuring a fulfilling an-

swer of the research question. The report from Copenhagen Economics (2012) offers a comprehensive 

analysis of the Danish IP-system, and many of the suggestions will be based on this work.  

Due to the absence of a central register, as well as no strict definition of what exactly constitutes an IPA 

they are hard to number. If any organization that seeks to attract investment, even peripherally, at the 

local, regional and national level were to be included, the list would be too massive and too vague to be of 

any real use. However, applying the list of five tasks relevant to IPA established earlier, the Danish FDI 

attraction system can be divided into four level operations with the following actors (Figure 4).  

Level of operation Actors 
International Invest in Denmark; (Copenhagen Capacity) 
National Invest in Denmark 
Regional Invest in Denmark; Copenhagen Capacity; Foreningen Vestdansk Investerings-

fremme (FVI; The Union of Investment Promotion in Western Denmark); Busi-
ness Region Århus; Udvikling Fyn (Development Funen); Business Region North 
Denmark; Sydvestjysk Udviklingsforum (The Development Forum of Southwest-
ern Jutland); Trekantsområdet (The Triangle Area).  

Local Municipalities; Local business communities  
Figure 4: Levels of operation and the corresponding actors in the Danish IPA system. See Appendix 4 for a detailed 

description of the regional actors and sources.  

At the international level Invest in Denmark, a division of the Danish Ministry of Foreign Affairs, serves 

as the de jure Danish IPA, promoting Denmark to the outside world (Hansen, 2009). Invest in Denmark has 

offices in 12 countries, all in North America, Europe and Asia. However, Copenhagen Capacity, an IPA op-

erating primarily on Zealand and the South of Sweden, also engages in international promotion. In 2016 

Copenhagen Capacity was awarded Europe’s best FDI attraction strategy (Copenhagen Capacity, 2016). Co-

penhagen Capacity is a private organization, but maintains close operational ties with Invest in Denmark, 

sharing resources on a case-by-case basis (Copenhagen Economics, 2012, p. 64). Both organizations retain 
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membership of a variety of international IPA associations, notably the Baltic Development Forum and the 

World Association of Investment Promotion Agencies (WAIPA).  

The only national level actor is Invest in Denmark, which operates regional offices in six cities in Denmark 

(Invest in Denmark, 2016a), serving both as an advisory capacity to regional and municipal actors, as well 

the investment promotors in their own right.  

The regional level is served by Invest in Denmark, Copenhagen Capacity and various cooperative organ-

izations operating, often associations of municipalities. Their emphasis of these organizations on IP varies 

considerably: FVI and Copenhagen Capacity focus almost exclusively on IP, whereas the business regions 

has it as one of several objectives without explicitly dedicating resources to investment generation, but 

rather serving as knowledge retainers if contacted by other IPAs.   

The final level is the local level, consisting of municipal administrations and local business communities, 

which serve mostly in an advisory capacity to other IPAs. Their level of IP activity, in almost entirely re-

stricted to a low level of image building, with most municipalities maintaining websites containing infor-

mation relevant to potential investors.  

 

Suggestions at the international and national level of IP 

At the international and national level, both Invest in Denmark and Copenhagen Capacity are widely 

regarded as well-structured organizations that operate efficiently, successfully accomplishing both the 

task of  investment generation and the provision of pre- and post-investment services this section ana-

lyzes (Grieg-Gran & Edlund, 2008; UNCTAD, 2013b). The report by Copenhagen Economics (2012) offers a 

comprehensive review of the budget constraints and organizational structures that Invest in Denmark op-

erates under, based on access to civil servants and politicians that this thesis will unable to attain. This 

thesis will thus refer to this report for the analysis of Danish IPAS at the international and national level, 

but noting the following points.  
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Firstly, the Copenhagen Economics report warns of the danger of multiple IPAs operating at the inter-

national level, as it could confuse potential investors and lead to an overlap of IP efforts. Consequently, it 

recommended closer operational cooperation between Invest in Denmark and Copenhagen Capacity 

(Copenhagen Economics, 2012, p. 62). Recent yearly reports (Copenhagen Capacity, 2015b) indicate that 

this recommendation has been implemented; organizational ties between the two organizations have been 

strengthened and cooperation has increased, both in general and on an ad hoc basis.  

Secondly, FDI within the green sector is an area Invest in Denmark, with nine employees in Invest in 

Denmark working specifically with CleanTech in both national and international offices. While CopCap em-

ploys just a single operative focusing on CleanTech clients, the aforementioned close cooperation between 

the two IPAs makes this a non-issue. As noted in the section on branding, the public perception of Denmark 

as a green country is strong, meaning that little change is needed on this area. 

Thirdly, this thesis notes that funding for Danish IPAs is relatively low compared with other countries 

(Copenhagen Economics, 2012). While the stellar performance of the IPAs indicate that this has not been 

an issue, government should avoid cutting funding, as studies indicate a linear correlation between IP 

spending and the amount of FDI (ibid).  

Fourthly, the thesis echoes the call from Copenhagen Economics, regarding the appointment of a min-

ister with the partial or sole responsibility of attracting investment. Both Sweden, Norway and the United 

Kingdom has one such minister, and studies indicate it has a positive effect on investment levels  

(Copenhagen Economics, 2012, pp. 56-57; Loewendahl, 2001). Furthermore, an increased use of the Danish 

Royal Family with regards to IP would also be beneficial in this regard (Roll, 2012).  

 

Suggestions at the local and regional level of IP 

While the thesis offered few suggestions for improving Danish IP practice at the international and na-

tional level, numerous reports and statements by government officials indicate the need to strengthen the 

IP capacities at the local level (Folketinget, 2013; Danish Ministry of Foreign Affairs, 2012). While it would 
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be farfetched, counterproductive and too resource-intensive for each municipality to operate is own IPA, 

there are nevertheless areas of IP where strengthened local efforts would go a long way towards increasing 

FDI flows.  

Firstly, the association of Danish municipalities note that ‘International investors do not think in terms 

of municipal borders’ (KL, 2015) and that quick and adaptive responses were crucial in the case of attracting 

apple to Viborg. As FDI prospects are relatively rare – Invest in Denmark was involved in only 70 projects in 

2015 (Appendix 1) - it would be a waste of resources to dedicate full-time staff in each municipality to 

investment promotion. Nevertheless, each municipality should ensure that it at least has one civil servant 

whose partial responsibility is aiding with investment attraction. Each municipality should further develop 

and maintain a list of a list of local locational factors, ensure proper contact with local business communities  

as well as operational plans for an investment promotion task-force which can take over in later stages of 

the attraction process.  

Secondly, very few regions and municipalities are adequately trained in investment promotion. While 

Invest in Denmark has taken steps to remedy this, creating a municipal guidebook for local IP (Invest in 

Denmark, 2013) and offering comprehensive reviews of municipal IP practices (Invest in Denmark, 2016b), 

these efforts should be increased. As Denmark currently has a plethora of regional knowhow on investment 

promotion, courtesy of the ground-breaking work of Copenhagen Capacity (Copenhagen Capacity, 2016), 

ensuring the transfer of best practices between municipal and regional actors is a crucial objective. This 

should be done through conferences at the regional levels, seminars at the regional level and meetings and 

reviews at the municipal level.  

Thirdly, while most of the municipalities of Denmark are currently members of some variant of regional 

IPA, the dedication of these regional actors to IP varies considerably. Hansen (2009) finds that the succes 

of FVI, the regional IPA of Western Denmark, was largely the result of significant coordination between the 

regional actors and Invest in Denmark. Increasing the coordinative efforts between Invest in Denmark and 

the other regional IPAs is likely to have a positive impact on IP, due to the transfer of best practices.  
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Fourthly, local actors should remain in contact with foreign investors even after the investment has been 

complete. This serves this two-fold purpose of both increasing the prospect of repeat investments through 

after-care (UNCTAD, 2007), as well as putting local business in contact with the new foreign player through,  

increasing the prospect of technological spillovers as well as business partnerships.  

While cooperation and increased dedication to IP is likely to lead to more FDI flowing into Denmark, it 

is important to note, that this thesis stresses coordination not competition. Competition between municipal 

agencies is could lead to a race to the bottom between local actors, as well as confusion among potential 

investors as they are overwhelmed with offers. While it is important to increase the local capabilities with 

regards to IP, IP in general requires a strong degree of national coordination (Loewendahl, 2001, p. 9) which 

must be not sacrificed in order to empower local actors.  

To summarize, this suggests the following policy goals for the Government of Denmark.  

 

- Ensure the transfer of best practices between national, local and regional actors 

- Ensure that the increased coordination between IP actors does not lead to competition  

- National level: Avoid cuts to IPAs 

- National level: Appoint a Minister of Trade and Investment  

- National level: Ensure strong coordination of the Danish IP system 

- Regional level: Increase the cooperative efforts between Invest in Denmark and regional IPAs 

- Local level: Ensure each municipality compiles a list of local locational factors  

- Local level: Ensure each municipality designates an employee whose sole or partial responsibil-

ity is IP promotion 

- Local level: Ensure each municipality has plans for a municipal task-force to aid in later stages 

of the investment process   

- Local level: Increase the resources allocated to reviews of municipal IP practices 
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Better branding and image-building  

As was noted in the section surveying the literature on investment promotion, there is broad agreement 

on the necessity of image building as an important task of investment promotion s. Within the eclectic 

paradigm, creating and maintaining an attractive national brand is a locational asset in its own right; while 

this asset is intangible and hard to accurately assess the value of, being perceived as business-friendly in-

vestment location can scarcely be considered anything but positive.  This is doubly true for countries at-

tempting to attract green FDI, where being regarded as environmentally conscious is an important loca-

tional asset (OECD, 2011a). For this reason, UNCTAD explicitly argues that ‘IPAs should pay special attention 

to their role as policy advocates and investment facilitators to help create the right opportunities for FDI in 

the sector and awareness among investors of the location’s green offer’ (UNCTAD, 2013b, p. xi). As this 

thesis has already addressed the policy aspect of this suggestion, it will now offer advice on how Denmark 

can better brand itself.  

Branding Denmark with the intent of attracting green FDI is a two-fold challenge: firstly, Denmark must 

be branded as a great place of doing business as a foreigner. Within the eclectic paradigm, successful brand-

ing can help minimize the liability of foreignness. This thesis established earlier that both statistics (Appen-

dix 2) and studies (Muradoglu & Vasileva, 2008) show that cultural distance between countries is a signifi-

cant determinant of FDI.  Secondly, Denmark must be perceived as a green country, committed to the idea 

of sustainability.  

Concerning the first, Denmark is already widely perceived as an open and international country, and has 

been so for centuries (Pedersen, 2009), with the US State Department noting that Denmark is ‘regarded by 

many independent observers as one the world’s most attractive business environments’ and that ‘Danish 

trade and investment policies are liberal and encourage foreign investment’ (2015, p. 3). The high interna-

tional ranking, 8th out of 55 countries, in the Reputation Index substantiates this claim, as well as frequent 

foreign press coverage of the worlds happiest nation (Copenhagen Capacity, 2015a).  
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However, recent negative press coverage could be changing the way Denmark is perceived abroad: in a 

survey of foreign press coverage of Denmark, Copenhagen Capacity found that 20% of 227 registered neg-

ative stories were about hostility to foreigners, racism and refugees. The same report included a survey 

among Danes doing business abroad, wherein 41% agreed that ‘Denmark had acquired an image as hostile 

to foreigners’ (Copenhagen Capacity, 2015a, p. 12). While the same percentage disagreed with the state-

ment, it was the only issue where more than 30% of respondents indicated a potential Danish image prob-

lem.  

These responses are likely the result of negative international press coverage of new strict immigration 

and refugee laws passed in late 2015 and early 2016 (Hjortshøj & Thorsen, 2015; Kongstad & Plougsgaard, 

2016). While Denmark has experienced negative foreign press coverage before – notably the widespread 

international coverage of the 2005 Mohammed cartoon crisis – there is one notable difference this time, 

namely the geographical scope of the press coverage. While the response in the wake of the 2005 Moham-

med crisis was confined largely to MENA-countries, media outlets all around the world covered the 2015 

immigration laws (Henriksen, 2016). From and FDI perspective, this is concerning, as Denmark receives very 

little FDI from the Middle East, but a great deal from western countries (Appendix 2).  Little scholarly atten-

tion has been paid to the relationship between FDI and public perception, but a 2011 study of OECD coun-

tries found that being perceived as economically nationalist has a negative effect on inward FDI inflow 

(Jakobsen & Jakobsen, 2011).  

As with all things related to branding and public perception, it is challenging to accurately assess the 

impact of the negative coverage of Danish inward FDI, due to the interpretivist methodology it necessitates. 

Mads Mordbrand of Copenhagen Business Schools suggests a grave negative impact on the Danish image 

abroad, noting that ‘a brand is created through stories. And stories become lodged when they are repeated’ 

(Hjortshøj & Thorsen, 2015), a finding that has echoed by other Danish branding experts (Kongstad & 

Plougsgaard, 2016). Conversely, it can be claimed that all countries experienced negative coverage from 

time to time and the brand of Denmark is resilient enough to withstand some negative coverage (ibid).  

Page 71 of 106 
 



Hans Prytz Henriksen Copenhagen Business School, 2016 Master’s Thesis 

Nevertheless, the thesis will argue that the mere suggestion that Denmark has ‘acquired an image as 

hostile to foreigners’ (Copenhagen Capacity, 2015a, p. 12) is anathema to foreign investors and a concerted 

branding effort should help offset this image. The global refugee crisis which begat the hotly debated policy 

is not over, and it is thus not implausible that new, stricter laws will be passed in the future. Thus, while 

Invest in Denmark has previously emphasized the high rankings of Denmark on numerous business param-

eters (Invest in Denmark, 2016c), an increased effort to brand Denmark based on softer parameters, such 

as the home of worlds happiest people, could help improve perceptions abroad. The importance of mini-

mizing the perceived liability of foreignness cannot be understated and a branding effort aimed at achieving 

this would also have the side benefit of improving the intangible assets associated with a strong global 

brand. 

Concerning the second aspect of a potential branding effort, strengthening the image of Denmark as a 

green country, the prospects are more positive, as Denmark currently possesses a strong brand as a green 

nation. A 2015 survey of foreign press coverage of Denmark, found that 11% of 240 registered positive 

articles were ‘stories relating to Denmark as a green society’, the third highest category, behind stories 

about Danes as the world happiest people (29%) and new Nordic cuisine (12%) (Copenhagen Capacity, 

2015a, p. 12). This perception is based on decades of emphasis on green and sustainable economic growth, 

indicating that the brand is strong. This is further reflected in the international rankings on sustainability 

and green performance (Appendix 3), and Copenhagen being granted the 2014 European Green Capital 

Award (European Commission, 2014). The recent policy changes lowering the green ambitions of Denmark 

could negatively affect the perception of Denmark as a green country, but here the solution is to abandon 

these policies for the reasons outlined earlier in the thesis, rather than attempt a branding effort.  

Consequently, this thesis suggests that the Government of Denmark  

 

- Engage in a branding effort to brand Denmark on softer parameters 
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Closer cooperation with the Nordic Countries on Investment Promotion 

As has been noted repeatedly throughout the analysis of Denmark as an FDI destination, the small size 

of the Danish domestic market is likely to deter foreign investors. However, apart from growing the econ-

omy, an objective to which FDI is a means, not an end, improving the locational advantages conducive to 

market-seeking FDI is no task easily accomplished.  

Nevertheless, a way in which Denmark could increase its attract to market-seeking investors is closer 

cooperation with its neighboring Nordic countries. In their study of Indian and Chinese FDI in Denmark, 

Schaumburg-Müller, et al. (2010, p. 23) note that several investors ‘had ambitions beyond the relatively 

small Danish market’, indicating that collective cooperative effort between the Nordic countries could help 

attract investors. Furthermore, a 2014 report found that eight out of the top 10 northern European cities 

for FDI were located in the Nordic Countries (fDiIntelligence, 2014). Furthermore, all four countries enjoy 

numerous locational advantage conducive to the green sector (YCELP, 2016), suggesting that green inward 

market-seeking FDI could increase to the entire region through more cooperative efforts.   

The notion of closer regional cooperation to attract FDI in Northern Europe is not new. A lengthy 2003 

OECD review of the Öresund region, published in the wake of the opening of the Öresund bridge connecting 

Denmark and Sweden, noted that ‘foreign direct investors are already betting on Öresund’ (OECD, 2003, p. 

14) and noted the similarities between the two markets. Likewise, the Baltic Development Forum has in 

recent years attempted to foster coordinated investment promotion between the countries in the Baltic 

Sea region (Baltic Development Forum, 2014).   

While the prospect of a coordinated Baltic FDI attraction is naturally alluring – if market size positive 

correlates to FDI, logic dictates that the bigger the market the more FDI a region can hope to attract – the 

complexity of coordinating between nine countries with such large cultural differences will lead to less than 

satisfactory results. Comparatively, Björkman & Forsgren, (2000, p. 6) argues that ‘the Nordic countries 

constitute a homogenous area. Sweden, Finland, Denmark, and Norway are of about the same size; their 

history is intertwined and their economies relatively similar’ (Björkman & Forsgren, 2000).   
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In practical terms, baby-steps towards closer cooperation have already been taken: as established in the 

previous section, Copenhagen Capacity operates in both Denmark and Sweden, and the Nordic Council 

maintains a website promoting investment in the Nordic region, explicitly noting the emphasis of the region 

on green and sustainable development (Norden, 2015). These cooperative efforts should be expanded, as 

it would go a long way towards improving the locational factors conducive to market-seeking FDI within the 

green sector (Schaumburg-Müller, et al., 2010). 

However, increased cooperation on investment promotion is not without its share of issues: as the vast 

majority of investment promoting occurs at a national level and counties are fierce competition to attract 

investment, competition between neighboring countries is natural and unavoidable – see for instance 

(Invest in Denmark, 2014). Nevertheless, the historically close cooperation between the Nordic on any myr-

iad of issues leads the thesis to suggest that a cooperative branding and promotion effort is plausible. Due 

to its recent negative foreign press coverage, such an effort would be especially beneficial for Denmark, as 

Norway, Finaldn and Sweden has not been subject to the same degree of hostility in the foreign press. 

A cooperative effort between the Nordic Countries could potentially expand to include other elements 

of policy, such as taxation, which would be beneficial to both governments and the private sector. Harmo-

nizing part of the tax code would both counteract the global race to the bottom on tax-rates, but also make 

it easier for foreign investors to navigate and facilitate tax payment. However, as international cooperation 

is often easy to theorize, but hard to practice, the thesis will limit itself to suggesting a cooperative branding 

effort between the Nordic countries to attract market-seeking investors. If this effort is successful, other 

more ambitious areas of policy can be coordinated at a Nordic level.  

Thus this thesis suggests that the Danish government should 

 

- Engage in a collective branding effort with the other Nordic countries to attract market-seeking 

investors, both in the green sector and in general  
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Lower taxes, more FDI?  

The issue of taxation and how it relates to investment levels is among the most studied aspects of FDI, 

and has been so for close to a century. The scope of the topic is massive and for this reason, it would be  

too ambitious to attempt a holistic discussion of the most beneficial Danish tax policies.  

Nevertheless, the topic is so central to the FDI debate, both in Denmark and in general, that avoiding a 

debate of taxation would leave this thesis incomplete, and this section will do so by assessing the viability 

of corporate tax cuts to attract investments. The reason for the seemingly narrow emphasis on lower cor-

porate tax rates is four-fold: firstly, of the financial incentive available to governments, lower corporate tax 

rates are the most desired (Economist Intelligence Unit, 2012). Secondly, corporate tax rates are the easiest 

financial incentives to administer and understand, for both governments and investors (OECD, 2007; Bhat, 

2012). Thirdly, Denmark has historically emphasized corporate tax cuts to attract investors, while dismissing 

other options, such as tax holidays, free trade zones and industry specific rebates (Copenhagen Economics, 

2012; US State Department, 2015).  Fourthly, a comprehensive assessment of taxation and incentive policy 

and how it affects FDI is a thesis of its own: Bhat (2012, p. 46-47) identifies no fewer than 10 categories of 

corporate tax incentives that governments can combine in any myriad of ways to increase attractiveness in 

the eyes of foreign investors.  

Methodologically, the neo-classical theories speculated that investment would flow to areas with the 

highest return, and as taxation would undoubtedly lower the return an investor could expect to earn, tax-

ation was seen as negatively affecting FDI. At a glance, this is not too surprising, as taxes are an irrevocable 

cost of doing business, and any reasonable business manager would strive to minimize the amount of taxes 

paid. Thus, ceteris paribus, the lower taxes are, the more attractive an investment climate is and the more 

FDI a country can expect to gain.  

The post-Hymer models nuanced this position somewhat, and taxation becomes just one locational fac-

tor out of many which determines how attractive a market is to foreign investors. Despite the flaws pointed 
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out in the neo-classical models, the view of taxation they present remain the dominant one within many 

business organizations and investment promotion circles. For this reason, multiple organizations have re-

peatedly called for lower corporate taxations in Denmark to foster corporate investment, notably Dansk 

Erhverv which in 2013 called for 4% cut in the corporate tax rate from annualized between 2017-2020 

(Dansk Erhverv, 2013), a call that was echoed by The Confederation of Danish Enterprise (Dansk Industri, 

2013).  

These industry associations cite the need to increase Denmark’s corporate tax competitiveness, and 

both left- and right-wing Danish governments have been responsive to these arguments throughout the 

years, as the Danish corporate tax rate has dropped from 34 % in 1995 to 22 % in 2016 (EuroStat, 2014a). 

As noted earlier this has happened in tandem with corporate tax rates all across Europe, adding to a growing 

body of evidence of a race to the bottom within the EU regarding taxation. This race-to-the-bottom has 

been used to justify corporate tax ruts within Denmark: Helle Thorning-Schmidt, then left wing prime min-

ister, remarked during the last round of cuts that she would not risk ‘[Denmark] coming last in a race con-

cerning corporate taxation’ (BNB, 2015). 

Despite the prevalence of governments worldwide adopting corporate tax cuts to attract investors and 

create successful business climates, studies have not fully assessed the impact that corporate tax rates have 

on foreign investments. Generally, most studies find that high corporate tax rates negatively affects FDI 

flows: in a paper summarizing literature, Chakrabarti (2001) found that nine studies concluded that higher 

tax rates negatively impact FDI, four found an insignificant effect and one a positive effect. The OECD found 

that corporate tax rates tend to negatively impact FDI, but were unsure as to what extent it deterred 

investments (OECD, 2008b). In assessment based on Dunning’s framework, UNCTAD found that the impact 

of tax rates depended on the type of investments, with resource-seeking and efficiency-seeking 

investments being highly sensitive, and market-seeking invesments less so (UNCTAD, 2015b).  

 However, despite the apparent attract of lower corporate tax rates, there are a number of reasons for 

why lower corporate tax rates might not be the ideal policy solution for increasing FDI. Firstly, while it is a 
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mostly uncontested position that tax rates do matter in investment decisions, Bhat notes that ‘The motiva-

tions that drive a [sic] investor to a particular country are several. Taxation is only one motive among many’ 

(Bhat, 2012, p. 37). Put in other terms, if the choice of investment location is between two identical coun-

tries, distinguishable only by their different corporate tax rates, an investor will certainly pick the one wit 

the lower corporate tax burden. However, this ceteris paribus assumption is true only in textbooks and 

laboratories, not in the real world economy, where many factors determine an investment decision.  

Secondly, while the ideal corporate tax would probably be zero, a well-structured tax system ‘balance[s] 

the desire to offer a competitive tax environment for FDI, with the need to ensure that an appropriate share 

of domestic tax is collected from multinationals’ (OECD, 2008b, p. 1), a point echoed by other studies (Bhat, 

2012; OECD, 2015c). While the overarching goal of this thesis is to create a more attractive investment 

climate in Denmark by improving its locational advantages, an erosion of the corporate tax base will lead 

to cuts in other sectors of society, likely resulting in adverse effect on the other locational advantages.   

Thirdly, the global emphasis on lower corporate tax rates has essentially turned into a fallacy a compo-

sition, a policy that works well if a few countries pursue it, but is largely ineffectual if pursued by all in 

unison. Nevertheless, countries are forced to lower tax rates to remain competitive in the race for invest-

ments, leading to a situation where both action and inaction on a more attractive corporate tax regime 

have profound disadvantages. The result is the previously discussed race-to-the-bottom on corporate tax 

rates which is real, problematic and deserving of an international solution.  

Fourthly, despite the near-consensus amongst scholars that tax rates matter, a cursory glance at surveys 

and countries indicate that their importance might be overstated (Copenhagen Economics, 2012). A 2001 

worldwide survey asking foreign investors to rank locational issues by importance, national and local taxes 

ranked only 11th and 17th, well behind a stable political environment, market access and the ability to hire 

qualified employees (World Bank Group, 2001). Even in Ireland, a country regarded the world over as main-

taining a low corporate tax rate to attract foreign investment, investors still only ranked the importance of 

the low corporate tax regime third, behind access to EU markets and political stability (Economist 
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Intelligence Unit, 2012). In the category of more anecdotal evidence, the United States and Germany both 

maintain positive FDI flows, despite maintaining corporate tax rates well above the OECD average of 24.83% 

(38.92% and 30.125% respectively).  

 

Corporate taxation in Denmark 
Noting the findings of the above discussion, as well as the fact that that the Danish corporate tax rate is 

currently below the OECD average (22% vs. 24.83%), the effect of a corporate tax cut in Denmark is likely 

to have a miniscule effect on green inward FDI flows, compared to other avenues of action. Case studies of 

FDI in Denmark have only found that a highly educated population, access to research and development 

and a well-functioning political and legal regime are the factors that attract investors to Denmark 

(Schaumburg-Müller, et al., 2010; Li-Ying, et al., 2013). While it certainly would be beneficial to approach 

an Irish level of corporate taxation, it is highly questionable whether this is achievable without notable 

adverse effects to these considerate locational advantages. Janeba (2001, p. 2) notes that multinational 

corporations often ‘face a trade off between investing in a low-cost and low-credibility country on one hand 

and a high-cost and high-credibility country on the other hand’ and the creation of a low-cost, high-

credibility investment market is likely a practical impossibility.  

 The case of Ireland is often heralded as an example of the positive effects a low tax regime can have on 

FDI, but while it does offer other locational advantages, such as an educated workforce, Ireland has explic-

itly centered its FDI strategy on low taxes, to the extent that is has been labelled a tax haven (Grant 

Thornton, 2014).  Furthermore, a low-tax strategy is largely dependent on being relatively unique, as its 

effectiveness diminishes rapidly if more countries pursue it: with the trending race to the bottom Ireland 

will either have to cut taxes even more or abandon its FDI strategy in the coming years.  

The fact that the Danish corporate tax levels are being mentioned by industry organizations and business 

leaders as a deterrent to FDI is no surprise: taxes are an expense of doing business and businesses are cost-

minimizing organizations by nature. Consequently, any business organization advocating on behalf of its 
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members should advocate for lower taxes. As the central position of this thesis is that FDI is and should be 

beneficial to society at large, sacrificing public welfare and social safety nets to finance corporate tax cuts 

is not a suitable answer, especially as the well-functioning Danish society is so highly regarded by foreign 

investors. While taxation is a noteworthy locational factor, Copenhagen Economics classified the corporate 

tax rate as ‘important, but less significant’ (Copenhagen Economics, 2012, p. 38) further strengthening the 

argument that the corporate tax rate is not a paramount deterring factor. Indeed, the OECD notes that ‘a 

number of large OECD countries with relatively high effective tax rates are very successful in attracting FDI. 

This points to the importance of market size and other host country attributes in attracting FDI and the 

presence of location-specific profits that governments are able to tax’ (OECD, 2008b, p. 3). 

Within the green industry, taxation is likely to be even less of a factor, simply due to the numerous 

locational factors this type of industry depends on. Significant R&D-spending, access to an educated work-

force and ambitious green policy goals are all factors which green FDI depend on, and it is the position of 

this thesis that these factors matter more than a lower to the corporate tax rate.   

Three final points are worth establishing concerning taxation in Denmark; firstly, while the thesis rejects 

the argument that lower taxes will attract significant amounts of FDI, it acknowledges that, unless the global 

race to the bottom is stopped, Danish corporate tax rates are likely to go lower. Nothing indicates that the 

race towards ever-lower corporate tax rates is likely to stop and once the OECD tax rate has dropped 

enough, the Danish government will be forced to respond. Ideally, an EU-wide agreement should be 

reached to stop this race to the bottom, but efforts towards such an agreement have been in vain. 

Secondly, while politicians should strive to avoid participating in the race to the bottom, they should 

equally avoid increasing the corporate tax rate. As noted throughout this thesis, FDI entails a long-term 

investment and thus political stability is a paramount factor: an increase of the corporate tax rate will cer-

tainly be noted by foreign investors and likely deter FDI, especially at a time where global taxation rates 

trend downwards. 
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Thirdly, prior studies of the FDI regime in Denmark have noted the complexity of the Danish tax code 

(Copenhagen Economics, 2012; Danish Ministry of Foreign Affairs, 2012; Deloitte, 2015). This thesis echoes 

the call have made for increased stability and simplicity in the Danish tax codes found in these reports, but 

also notes that a holistic study of the Danish tax rate is an enormous undertaking and any simplifications 

should not be at the expense of lower corporate tax revenue.  

To summarize, the thesis suggests that the Danish government should 

 

- Avoid lowering corporate tax rates, instead emphasizing other locational factors 

- Work towards simplifying the tax code, but keeping tax revenue from foreign firms stable 

 

Lower wages and more efficient governance?  

With the above list of policy suggestions fleshed-out and rationalized, it is worth briefly establishing 

while other policy suggestions where disregarded for this thesis. Corporate taxation was subject to a thor-

ough discussion, due to its central position within the debate of how to attract FDI, but a number of other 

policies are worth briefly dwelling on.  

Some studies have suggested that the high Danish wage level might be a deterrent for foreign investors 

(Dansk Industri, 2013; Copenhagen Economics, 2012). However, statistical assessments have shown wage 

levels to be higher firms in the green sector (Kottaridi & Nielsen, 2003; Danish Ministry of the Environment 

et. al., 2012), and firms with foreign owners (Statistics Denmark, 2015a). Furthermore, Danish wage levels 

are generally not set by government policy, but rather through negotiations between labor unions and 

employers. Consequently, suggesting that the government should strive to lower the wage burden is likely 

to have little effect, and the suggestion was disregarded for this reason.   

Calls for more efficient government structures are also found frequently within reports (Copenhagen 

Economics, 2012), but the thesis has avoided these for two reasons: firstly, Denmark already has very effi-

cient and transparent structures of government (Appendix 3). Secondly, calls for increased efficiency within 
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any organization is bordering on tautological: it is hard to imagine anyone objecting to a more efficient 

organization.  

Finally, while the thesis did establish indications of a partial race to the bottom concerning labor stand-

ards, there is no indication that this has affected Denmark (European Commission, 2012). Consequently, 

this is not an issue that Danish policy makers should concern themselves with.  

 

Conclusion 
The thesis has sought to address the research question ‘What can the government of Denmark do to 

attract greenfield Foreign Direct Investment (FDI) within its green sector?’ with the aim of proposing a num-

ber of policy proposals to make Denmark a more attractive investment location. In doing so this thesis first 

defined and delimited its methodology, establishing a critical realist ontology, which allowed for epistemo-

logical flexibility, but noting the impossibility of reaching definite conclusions within the social sciences. The 

thesis limited itself to the greenfield variant of FDI, because it is widely considered the most beneficial, and 

to the green sector within the Danish economy, to help make the scope of the analysis more manageable 

and to help fill a void in the literature on FDI, as both areas are understudied.  

The eclectic paradigm of John Dunning, in large part a development of the work of Stephen Hymer, was 

chosen as the central methodological framework for this thesis. The eclectic paradigm hypothesizes that 

firms engage in FDI to maintain control and to enter new markets, where they have to leverage certain 

advantages to overcome the liability of foreignness. These advantages come in different forms, but the 

locational advantages, the advantages present within a potential investment location, are crucial in deter-

mining whether foreign firms enter the market through FDI or through exporting and licensing. The nature 

and importance of these locational advantages depend largely upon what the investors seek when engaging 

in FDI and upon what type of industry the firms operates in.  

Before turning to the analysis of FDI in Denmark, a survey and presentation of the debate regarding 

whether FDI is desirable at all was made. As most of the criticisms levied were either concerning the impact 
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of FDI on developing nations or the potentially negative effects of cross-border mergers and acquisitions, 

they were disregarded as irrelevant to this study.  However, ample evidence of global race to the bottom 

concerning corporate taxation was identified, as countries seek to improve their locational advantages 

through lower tax rates.  

Drawing upon the eclectic paradigm, the thesis then presented an analysis of the impact of FDI on the 

Danish economy and what locational advantages Denmark can offer to potential green investors. Noting 

that Denmark has a long history of openness to foreign investors, the thesis found that FDI has been a net 

benefit for the Danish economy, due in large part to technological spillovers, which improve the competi-

tiveness of both domestic and foreign firms. The scope of the green industry in Denmark was assessed, with 

green production and services being found in numerous industries, equaling roughly 10% of total national 

revenue.   

 The analysis further revealed that Denmark has locational factors especially conducive to efficiency- 

and strategic-asset-seeking FDI, and some prospects of market-seeking FDI. When it comes to FDI, not two 

situations are alike, but testaments and surveys all indicate that Denmark rank highly when it comes to 

access to an educated workforce, significant R&D-spending, an attractive business environment and a well-

functioning public apparatus. Conversely, the small size of the Danish market and high wages have a nega-

tive effect on Danish FDI in general; the impact of the wage-level on FDI in the green industry is probably 

minimal, due to wages being measurable higher in this industry, than the rest of the economy.   

Developing and maintaining the positive locational advantages is crucial to make Denmark an attractive 

investment location. Ensuring a high level of R&D-spending and an educated work force is crucial, as much 

of the green industry is knowledge intensive. Furthermore, Denmark has spent establishing itself as a green 

frontrunner, and thus developed a significant locational advantage in this regard. Maintaining its ambitious 

national green policy, with tangible environmental goals, is important in order to maintain and develop this 

locational advantage, especially as other countries are trying to adopt the green brand. Unfortunately, re-

cent policy have scaled back the environmental goals of Denmark, lowering its targeted CO2-reduction by 
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2020 as well as scaling back on R&D-spending. In a time of stiff global competition, this will likely deter FDI 

in the green industry, without luring FDI in other sectors and these policy changes should be abandoned.  

The oft-heard suggestion that lower taxes will attract FDI is probably true - ceteris paribus – but partici-

pating in the race to the bottom when it comes to corporate taxation is very much a short-term solution, 

luring investment, but eroding the national tax-base as time progresses. Within the eclectic paradigm the 

question would be framed thusly: is it possible to finance tax cuts while maintaining the competitive loca-

tional edge Denmark currently enjoys within the Green sector? As the green sector relies heavily on access 

to an educated population, a functioning public sector as well as ambitious green policy initiatives, the 

answer is most likely no. Furthermore, due to the race to the bottom currently happening on the European 

continent with corporate tax rate, a Danish rate cut would likely do little to attract more FDI  

Furthermore, as the central position of this thesis is that FDI is and should be beneficial, sacrificing public 

welfare and social safety nets to finance corporate tax cuts is not a suitable answer. Both scholars and 

politicians have indicated that previous tax cuts were made in response to neighboring countries doing the 

same. Ideally, an EU-wide agreement concerning corporate tax rates should be reached, so that the race to 

the bottom concerning corporate taxation is stopped. 

Concerning branding and the structure of the investment promotion system, the thesis finds that the 

Investment Promotion Agencies (IPAs) of Denmark generally do an excellent job. Testament to this is the 

international recognition the two major IPAs within Denmark, Invest in Denmark and Copenhagen Capacity, 

have received, as well as the close cooperation between IPAs to ensure the sharing of best practices. Nev-

ertheless, improvements in the cooperative work between IPAs and municipalities would, as well as the 

development of better local capabilities within investment promotion would help ensuring better invest-

ment promotion. Finally, the thesis notes the relatively low level of funding Danish IPAs receive compared 

to those of our neighboring countries, as well as the negative press Denmark has received within the last 

year. Increased funding and better press handling would help alleviate these issues, but it is dubious to 

what extent it will have measurable negative impact on green FDI.   
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The thesis further suggests closer cooperation between the Nordic countries to help overcome their 

main locational disadvantage, the small size of the market. As all the Nordic countries enjoy high global 

rankings, similar political systems and maintain ambitious green targets, a joint Nordic FDI promotion effort 

is a natural next step. Efforts have already been taking in this direction, and while this will undoubtedly lead 

to fiercer local competition, the positive effects of a joint branding effort are likely to be noticeable.  

Finally, the thesis offers a brief discussion of policy suggestions which are unlikely to work. The use of 

direct financial incentives is widespread internationally, but they are complex and expensive to implement, 

and Denmark has little history of using them to attract FDI. Furthermore, financial incentives are often used 

to compensate for lacking locational advantages, an issue Denmark does not have, their use is likely to be 

ineffectual. Lowering wages is likewise unlikely to be effective, as wage levels are already high in the green 

industry.  

 

Perspective and Potential Further Research 
As noted in the introduction, the study of Foreign Direct Investment is massive and spans many agendas, 

including development, economic growth, sharing of best practices and political implications associated 

with attracting investment. This thesis has touched on some of these issues with the primary focus being 

on FDI attraction in a developed nation and the policy implications associated with this. However, it should 

be noted that the factors which determine a FDI decision are so numerous, that even with the strict limita-

tions the thesis does not ‘close the book’ on studying FDI, neither in Denmark, with regards to green FDI or 

in general. Thus, this thesis does offer cohesive advice on attracting FDI, further studies would be welcome 

and this section will offer perspectives for further research.  

The many methodological issues associated with studying FDI, most notably the lack of readily available 

and universally coherent data, is a massive hurdle to scholarly research and there is room for major im-

provements in this area. International cooperative work is being undertaken to remedy this issue and stud-

ies to aid in this regard would go a long way towards more a more efficient study of FDI. Regarding the 
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hardship associated with acquiring data, it is unsurprising that the goals of researchers and governments 

are contrary in nature, the former striving for openness, the latter wishing to keep their nuggets of wisdom 

a closely held secret. Qualitative studies of FDI and investment promotion have been made (e.g. Li-Ying, 

Stucchi, Visholm, & Jansen (2013), and Schaumburg-Müller, et al., (2010)), but as FDI decisions are made at 

the upper echelons of management and thus often in secret (UNCTAD, 2009b), they require excellent 

contacts within FDI-engaging businesses and tremendous resources to undertake. Nevertheless, a study 

spanning multiple nations and several years, assesseing and evaluating FDI practices using real qualitiative 

business cases, would fill a tremendous void in the data on FDI and allow for more definite conclusions to 

be drawn.  

The emphasis of this thesis on the greenfield mode of entry revealed another scholarly void, namely the 

lack of studies into what locational factors determine the mode of FDI entry in developed markets. 

Numerous studies have offered insights into developing markets (Demirbag, et al., 2008), but the 

applicability of these conclusions to developed nations is hotly contestable. Further studies, both with 

regards to the mode of FDI used in foreign entry but also in general, of FDI in developed nations would help 

investment promotion agencies tremendously in creating more succesful FDI stratgies. 

The thesis has attemped to fill another void, by studying the potential of the Danish government in 

attracting green FDI. While definitions of green production exists, notably EUROStat (2009), and UNIDO has 

established the importance of government actions in attracting green FDI, there is a notably lack of 

internationally accepted definition of what constitutes green and sustainable FDI. Utilizing the Dunning 

framework and inference based on statistical asessement of the green industry in Denmark, this thesis was 

able to provide cohesive advice on how promote the locational advantages neccesary to attract green FDI. 

However, to assess and evauluate this advice studies defining and measuring green GDI, both in terms of 

flows and locational factors, are necessary. In this regard Peng, et al., (2016, p. 3) notes ‘[a]lthough there 

exists voluminous empirical work covering “FDI-Growth” or “CO2 emissions-Growth” nexuses, seldom have 
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these three variables been taken together’ and studies to fill this gap would help determine the effect that 

green targets have on FDI.  

The thesis further identified the issue of a race to the bottom concerning corporate taxation. While some 

countries and regions, notably Ireland and Delaware in the United States, have explicity adopted FDI 

strategies based on low corporate tax rates, these strategies are time-limited as corporate tax rates 

continue to drop. These ever-lowing tax rates are an issue in and of themselves: within the EU the corporate 

tax rate has dropped by double digits since the mid-1990s (EuroStat, 2014a) without notable effects on FDI 

flows. While farfetched, an EU-wide agreement on corporate taxation would go along towards ending this 

race to the bottom and forcing countries to develop locational advantages which benefit all of society, not 

just multinational investors.  

Finally, while this thesis has attempted a holistic analysis of government policies towards attracting FDI, 

no analysis that claims to be holistic is ever truly so. While taxation has been a heavily studied area of FDI, 

more analysis and scholarly attention of other locational factors would be welcome. Numerical analysis of 

the importance of succesful branding and image-building is lacking and, while this neccisitates a quasi-

interpretivist approach it would contribute hugely to the litterature on FDI. Likewise, more studies of 

locational factors, such as educational level and R&D-spending in developed nations, and their impact on 

FDI levels would be welcome.  
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Appendix 
Appendix 1 – Numerical assessments of FDI in Denmark 2003-2015 

   2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 
Inward FDI stock (bill. DKKR) 

- 402,3 472,1 521,4 564,8 549,4 535,6 544,4 565,4 556,3 511,4 595,1 - 
Inward FDI flow 
(bill. DKKR) - - 52 55 40 -3 2,2 -51,5 61,4 2,4 5,9 19,5 24,5 
Outward FDI stock 
(bill. DKKR) - 463,0 557 599,7 645,9 745,8 798,6 928,3 1011,6 1041,2 1032 1085,9 - 
Outward FDI flow 
(bill. DKKR) - - 79 86 72 78 19,8 7,7 60,4 42,6 40,3 47,2 88,9 
Number of cross-border M&A sales in 
Denmark     127   147   145   150   131   119   136   122   106   138   103   127 - 
Value of cross-border M&A sales in Den-
mark (mill. $) 879  3.744  12.117  1.143  7.158  5.962  1.270  1.319  7.958  4.759  1.341  3.990 - 
Number of Greenfield Investments 

  72   90   89   81   73   79   52   58   61   50   67   46 - 
Value of Greenfield investments (mill. $) 

 1.210  1.672  1.578  1.581  1.828  1.684  1.625   935   596   934   585   901 - 
Goal12: Number of jobs created by Invest 
in Denmark through FDI 450 500 550 550 700 900 - - 1050 - - - - 
Actual: Number of jobs created by In-
vest in Denmark through FDI 729 429 746 991 900 1.191 1.046 865 1.296 1.193 1.224 1.250 1.30013 
Goal: Number of investment projects 
created by Invest in Denmark  36 36 36 -  - - - - - - - - - 
Actual: Number of investment projects  
created by Invest in Denmark  36 36 36 37 31 43 42  41 47 57 51 47 70 

Sources: UNCTAD, 2015c; Danish Ministry of Foreign Affairs, 2015; Hansen, 2009; Danish National Bank, 2016; Yearly Reports, Danish Ministry of Foreign Affairs 2003-2015.  

12 From 2003-2005 the Danish ministry of Foreign Affairs operated with a one-tiered goal for the number of jobs created and number of investment projects attractd, but shifted to a three-
tiered goal in 2006, to better indicate the level of success attained. The highest criteria for success, criteria A, is used in this table  
13 In 2015, Invest in Denmark added jobs created due to construction projects of a value of more than 75 mio. DKKR and lasting more than a year, leading to a higher number in their report for 
2015 of 1.700 created jobs. As noted in the ‘Defining FDI’ section the number without construction jobs is used to ensure consistency. 
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Appendix 2 – Selected origin countries of Danish FDI inward stocks 2012-2014  

 2012  2013 2014 

Country/Area 
Billion 
DKKR 

% of total 
inw. FDI 

Billion 
DKKR 

% of total 
inw. FDI 

Billion 
DKKR 

% of total 
inw. FDI 

EU-28 421,3 75,73% 402,7 78,74% 443,3 74,49% 
Non EU-28 135 24,27% 108,7 21,26% 151,8 25,51% 
Sweden 153 27,50% 152 29,72% 149,4 25,11% 
Netherlands 96,4 17,33% 94,7 18,52% 103 17,31% 
Luxembourg 76,8 13,81% 69,5 13,59% 73 12,27% 
Norway 43,4 7,80% 30,1 5,89% 54,1 9,09% 
Asia 39,5 7,10% 47,2 9,23% 51,8 8,70% 
Japan 35,8 6,44% 46,7 9,13% 50,2 8,44% 
Great Britain 29,9 5,37% 28,1 3,81% 35,3 5,93% 
Germany 18,6 3,34% 19,5 5,49% 25,7 4,32% 
Switzerland 15,2 2,73% 13,4 1,94% 20,9 3,51% 
Finland 14,8 2,66% 9,9 1,02% 18,7 3,14% 
France 14,1 2,53% 4,6 2,62% 14,7 2,47% 
Ireland 9 1,62% 11,4 2,23% 11 1,85% 
USA 8,1 1,46% 0,7 0,14% 2,3 0,39% 

Source: Danish National Bank, 2016 
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Appendix 3 – International Rankings of Denmark  

Index Definition Rank of Denmark/No of countries in 
survey – Geographical scope of survey 

Source 

Ease of Doing Business  Based on 11 parameters, notably the time and cost 
of: starting a business, getting electricity, registering 
property and paying taxes 

3rd/189 - Global (World Bank Group, 2015) 

Trading across borders Sub-parameter of the ’Ease of Doing Business index’, 
based on the time and cost of exporting and import-
ing  

1st/189 – Global  (World Bank Group, 2015) 

Market Size Gross Domestic Product in Current Prices 37th/191 – Global  (IMF, 2016) 
Corporate Tax Rates Top statutory corporate income tax rates – highest 

to lowest 
17th/28 - EU (EuroStat, 2014a) 

Human Freedom Index ‘76 distinct indicators of personal and economic free-
dom in the following areas: Rule of Law, Security and 
Safety, Movement, Religion, Association, Assembly, 
and Civil Society, Expression, Relationships, Size of 
Government, Legal System and Property Rights, Ac-
cess to Sound Money, Freedom to Trade Internation-
ally, Regulation of Credit, Labor, and Business’ 

4th/152 - Global (Vásquez & Porčnik, 2015) 

Human Development 
Index 

Ranking based on life expectancy, education, and in-
come per capita 

4th/188 – Global  (UNDP, 2015) 

Economic Freedom In-
dex 

Ranks countries based 4 parameters, Rule of Law, 
Regulatory Efficiency, Limited Governments and 
Open Markets 

12th/178 – Global (Heritage Foundation, 2016) 

Tertiary Education At-
tainment 

Percentage of 25-64 year-olds who have completed 
tertiary education 

18th/43 - OECD (OECD, 2015d) 

Global Innovation Index ’Ranking of world economies’ innovation capabilities 
and results’ using 7 different parameters and numer-
ous sub-parameters  

10th/141 – Global  (Cornell University, INSEAD, and 
WIPO, 2015) 

Corruption Perception 
Index  

Countries are ranked based on ‘their perceived levels 
of corruption, as determined by expert assessments 
and opinion surveys’ m  

1st/168 – Global  (Transparency International, 2015) 

Business Environment  ‘[E]xamines ten separate criteria or categories, cov-
ering the political environment, the macroeconomic 

10th/82 – Global  (Economist Intelligence Unit, 2014) 
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environment, market opportunities, policy towards 
free enterprise and competition, policy towards for-
eign investment, foreign trade and exchange con-
trols, taxes, financing, the labour market and infra-
structure. ‘ 
 

FDI Regulatory Restric-
tiveness Index 

Ranking based on ‘all discriminatory measures affect-
ing  
foreign investors, including market  
access restrictions and departures from  
national treatment’ 

15th/58 – OECD + Select Asian + Middle-
eastern nations  

(OECD, 2015e) 

Personal Tax Rate Average tax wedge (Tax wedge is defined as the ratio 
between the amount of taxes paid by an average sin-
gle worker (a single person at 100% of average earn-
ings) without children and the corresponding total la-
bour cost for the employer.) 

19th/34 – OECD  (OECD, 2015f) 

Unemployment Unemployment Rate 47th/225 – Global  (CIA, 2015) 
Growth  GDP Growth Rate  158th/225 – Global  (CIA, 2015) 
Credit Rating  Joint ranking of credit ratings from Moody’s, Fitch 

and Standard and Poors 
1st/131 (shared with 10 countries) - 
Global 

 

Internet Speed Average connection speed (Mb/S)  10th/55th – Asia, Europe, Americas (Akamai, 2015) 
Internet Connectivity Percentage of population with access to an internet 

connection of at least 4Mb/S 
3rd/55th - Asia, Europe, Americas (Akamai, 2015) 

Logistics Performance 
Index 

Based on a world-wide survey of freight carries, 
ranks countries using the following categories: Cus-
toms, Infrastructure, International shipments, Logis-
tics quality and competence, Tracking and tracing, 
Timeliness 

17th/160 – Global  (World Bank Group, 2014) 

R&D Spending Research and development expenditure (% of GDP) 4th/69 – Global  (World Bank Group, 2016) 
Energy Prices  Electricity prices for industrial consumers per MWh 

in Euro, excluding VAT and other recoverable taxes 
and levies  

27th/27 – EU (EuroStat, 2014b) 

Passport usability  Individual Passport Power Rank 2016 9th/199 – Global  (Arton Capital, 2016) 
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Innovation level Ranking based on the spending/number of Research 

& Development, Manufacturing, High-tech compa-
nies, Postsecondary education, Research personnel 
& Patents. 

11th/50th – Global  (Bloomberg, 2015) 

Environmental Perfor-
mance Index 

Ranking based on the environmental impact of the 
following factors: Health Impacts, Air Quality, Water 
and Sanitation, Water Resources, Agriculture; For-
ests, Fisheries; Biodiversity and Habitat, Climate and 
Energy 

4th/180 – Global  (YCELP, 2016) 

Sustainable Society In-
dex 

Ranking based on 21 factors in three categories: hu-
man wellbeing, environmental wellbeing, economic 
wellbeing 

7th/151 – Global  (Sustainable Society Foundation, 
2014) 

Where-to-be-born in-
dex  

Ranking based on ‘GDP per capita; Life expectancy at 
birth; Political Freedoms; Job security; Climate; Per-
sonal physical security ratings; Quality of community 
life; Governance; Gender equality’ 

5th/80  - Global  (Economist, 2012) 

Population size  Country comparison of population size 116th/238 – Global, including dependen-
cies  

(CIA, 2015) 

Productivity  GDP per hour worked  9th/38 – OECD Members (OECD, 2014) 
Competitiveness  Ranking based on ratings of: Infrastructure, Institu-

tions, Macroeconomic Environment, Health and Pri-
mary Education, Higher Education and training, 
Goods market efficiency, Labor market efficiency, Fi-
nancial market development, Technological readi-
ness, Market size, Business sophistication and Inno-
vation.  

12th/140 – Global  (WEF, 2015) 

Reputation Index Ranking based on measurements of country, people, 
level of economic development and effective govern-
ancne.   

8th/55  
 

(Reputation Institute, 2015) 
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Appendix 4 – Description of Regional FDI actors in Denmark  

Name Area of Operation 
Invest in Denmark ‘The national coordination of the marketing of Danish areas 

of expertise abroad’ (Hansen, 2009) 
Copenhagen Capacity Greater Copenhagen; 46 municipalities on Zealand and in the 

Malmö region of Sweden 
Foreningen Vestdansk Investeringsfremme (The 
Union of Investment Promotion in Western Den-
mark) 

Region of Northern, Western and Southern part of Jutland 

Business Region Århus Eastern Jutland: 11 municipalities in and around Århus 

Udvikling Fyn (Development Funen) Funen: 5 municipalities in and around Odense  
Business Region North Denmark Northern Jutland: 11 municipalities  
Sydvestjysk Udviklingsforum (The Development 
Forum of Southwestern Jutland) 

Southwestern Jutland: 5 municipalities  

Trekantsområdet (The Triangle Area) Southern Jutland: 8 municipalities around Fredericia 
Sources: Hansen, 2009; Jakobsen, 2015; Finpro, 2012; Own research.  

 

 

 

 

 

 

Page 106 of 106 
 


	Abstract
	Introduction
	PART I – Structure, Terminology & Methodology
	Scope and delimitation of the thesis
	Ontology
	Epistemology
	Sources and data
	Definitions and terms
	Defining Foreign Direct Investment
	Defining Green

	Theoretical frameworks
	Theoretical beginnings – from Smith to Heckshler-Ohlin
	Hymer’s work – International Operations Theory
	John Dunning - The eclectic paradigm
	Locational advantages – the determinants of FDI
	Investment Promotion
	Greenfield investment


	PART II – Is FDI beneficial to host economies?
	Addressing Marxist critiques of FDI
	Does FDI negatively impact local economies?
	The race to attract FDI – a race to the bottom?

	PART III - Analyzing FDI, the green sector and the locational advantages in Denmark
	The historical roots of Danish FDI
	Assessing the impact of greenfield investments on the Danish economy
	The green sector of Denmark
	Locational advantages and the Danish climate for green investments

	PART IV – Green FDI – farfetched dream or potential reality?
	Maintain an ambitious, but tangible, green policy
	Emphasize technical education and R&D
	Adapt the structure of the Danish Investment Promotion system
	Better branding and image-building
	Closer cooperation with the Nordic Countries on Investment Promotion
	Lower taxes, more FDI?
	Corporate taxation in Denmark

	Lower wages and more efficient governance?

	Conclusion
	Perspective and Potential Further Research
	Bibliography
	Appendix

