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Abstract: Using a comprehensive sample of listed and unlisted firms from 34 European
countries, we study firm-level manufacturing outcomes conditioned on foreign investment,
country characteristics, and EU membership. Higher foreign ownership is associated with
higher productivity but lower employment, particularly when the host or source country is an
EU member and scores high on disclosure and investor protection, and low on corruption. We
confirm our interpretation using staggered EU accession dates and industry-level external
financial dependence interacted with a financial crisis. The subset of Eastern European
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“The divide is no longer between the left and right but between patriots and globalists!"

Marine Le Pen, 5" February 2017

1. Introduction

Globalization is the process of goods, services, capital, people, and information moving
across national borders and increasing connections between countries, businesses, and
individuals. The resulting economic integration promises more efficient use of talent,
technology, and resources and the convergence of wages, prices, managerial practices, and
technology to the potential benefit of everyone. Over the past half century, many governments
encouraged these flows, and ordinary citizens welcomed them as a path to a higher standard of
living. Government policies can be a key contributor to this process. The most prominent
ongoing effort to further globalization is the European Union (EU).! Originating with the
European Economic Community created by the Treaty of Rome in 1957, today’s EU has 28
member states accounting for 20 percent of world GDP and 10 percent of world population.

However, the economic and political consequences of globalization are not
straightforward. In 2016, much of the voting public in the developed world seethed with
populist anger. Consequences include the Brexit vote in the UK, the outcome of the 2016 US
presidential election, and the strong second place showing of Marine Le Pen in the French
presidential election of 2017. Globalization is blamed for destroying jobs, degrading industries,
and touching off deindustrialization in many once-prosperous communities. > There is

academic evidence of both costs and benefits to globalization.®

! The EU is not the first attempt at integrating Europe’s economies. The German Customs Union (Zollverein)
was established in 1834 and survived through Germany’s 1871 unification. The Latin Monetary Union specified

a common gold currency for several European states from 1865 to 1927.

2 Sauvant (2009) describes recent protectionist approaches to FDI under the guise of national interest especially
in strategic sectors.

3 See, for example, Topalova and Khandelwa (2011), Dachs and Peters (2014) and Bloom, Draca, and Van
Reenen (2016).



The purpose of our paper is to study the consequences of European economic integration
and foreign direct investment (FDI) for European manufacturing firms. FDI, an important
vector of globalization, brings not only capital but can enhance access to foreign markets,
technology, human capital, and knowledge.* Empirical research shows that foreign owned
firms often out-compete less productive domestically owned rivals (Ge, Lai, and Zhu, 2015;
Hsieh and Klenow, 2009). With a stock of inward FDI close to six trillion euros,® the EU is a
superb venue for studying the consequences of economic integration. There is already some
evidence of European economic integration in financial markets.® We look beneath the level
of financial markets at the real workings of individual manufacturing firms. We document
associations between foreign direct investment, EU economic institutions, and firm-level Total
Factor Productivity (TFP), other measures of performance and capital deployment, and,
critically for politics, employment. This allows us a deeper look at the consequences of
economic integration beyond what financial market prices can show us.

We collect firm-level data on listed and unlisted firms from twenty-eight EU member
states and six other countries (Bosnia and Herzegovina, Liechtenstein, Norway, Russia,
Switzerland, and Turkey) from the Orbis database of Bureau Van Dijk.” Our final sample spans
2001 to 2014, which includes most recent expansions of the Union, has several tens of
thousands of firm-year observations. The sample includes 5497 foreign owned firms with
29,959 observations of the extent of foreign ownership. While a series of treaties and other
agreements have clarified the EU’s stance towards FDI,® legal, regulatory, and disclosure

practices, business cultures, and political views of globalization vary substantially across

4 A broadly related literature examines productivity spillovers from international trade. See, for example,
Grossman and Helpman (1991) and Arcala and Ciccone (2004).

5> http://ec.europa.eu/eurostat/statistics-explained/index.php/Foreign_direct_investment_statistics
& See Hardouvelis, Malliaropulos, and Priestley (2006) and Bekaert, Harvey, Lundblad, and Siegel (2013, 2019).
" https://www.bvdinfo.com/en-us/our-products/company-information/international-products/orbis

8 These include Council Directive 88/361/EEC 1988), the Maastrict Treaty 1992), and the Lisbon Treaty (2007).
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countries and through time. Indeed, the impact of FDI cannot be completely understood without
considering the characteristics of the country of origin and the host country (Buckley, Clegg,
and Wang, 2007). Therefore, we also condition our findings on country-level characteristics of
the FDI source and destination countries. The cross-section of European countries is
particularly useful as it varies in size, development, date of entering the EU, legal, regulatory,
and disclosure practices, business culture, and politics. We exploit the most recent three
expansions of the EU in 2004, 2007 and 2013 and compare firms located in the 13 newest
member states to those in countries that have never been EU members. We also test
implications of our predictions using the global financial crisis and a proxy for industry-level
financial dependence.

A summary of our findings is as follows. On average across out entire sample, foreign
ownership of a manufacturing firm in an EU country increases productivity but can cost jobs.
Thus, globalization comes with both economic benefits and social costs. The institutional
quality of the host country matters. The biggest productivity benefits of foreign investors are
observed for firms located in EU members with better institutional quality and welcoming
business environment. A particularly positive result is our finding that productivity rises while
employment does not decline for FDI in the largely Eastern European countries admitted to the
EU in 2004. Robustness tests confirm our interpretation, although potential biases due to the
endogeneity of FDI remain. We show that national survey measures of anxiety about migration
and unhappiness about globalization rise with increases in productivity. Our results are relevant
to debates over globalization in electoral politics and among academic and policy-oriented

economists.?

® See, for example, Stiglitz (2002) and Rodrik (2011).



The balance of the paper is organized as follows. Section 2 and develops hypotheses to
motivate and interpret our tests. Section 3 describes our data and methodology, Section 4
presents our empirical findings, and Section 5 is a summary and conclusion.

2. Testable hypotheses

There are large and persistent productivity differences across firms in the same industry
(Syverson, 2011) reflecting differences in competition, technology spillover, international
trade, human capital, management practices, IT and R&D, and regulation. Productivity appears
sensitive to changes in law (Bertrand and Mullainathan, 2003), operating conditions (Giroud,
2013), and ownership (Lichtenberg and Siegel, 1990); Brav, Jiang, and Kim, 2015). Along
these lines, there is widespread confidence among policymakers that FDI enhances
productivity because it transfers foreign technology, knowledge, and other advantages in
addition to capital.'® Our purpose is to test this belief.

We begin with a simple null hypothesis: The relationship between firm-level productivity
and foreign investors is not associated with the host country’s participation in European
economic integration. Put another way, EU membership does not affect the performance of
local manufacturing businesses. Our general alternative to this null predicts a positive effect
for FDI in EU member states:

H1: Firm-level manufacturing productivity is higher for foreign owned
companies located in EU member countries relative to those outside the EU.
FDI benefits manufacturing productivity, and increased openness and a higher quality legal
and regulatory environment due to host country EU membership enhances those benefits. We

examine several firm-level proxies for manufacturing firm productivity.

10 For example, see Javorcik (2014), Blalock and Gertler (2008), and Javorcik, lacovone, and Fitrani (2014).

4



The effect of foreign investment and host EU membership on employment is a key issue
in the politics of globalization. An efficient, cost-cutting foreign owner operating in the EU
environment can lower the number of employees:

H2: The firm-level number of jobs is smaller for foreign direct investment hosted by an
EU member relative to firms located outside the EU.
Alternatively, an efficient firm retains or increases employment to take full advantage of its
competitive advantages and environment. We examine the firm-level number of employees to
test H2, noting that it reflects the social costs and benefits associated with foreign investment,
EU membership, and the institutional setting.

Patterns across the results of tests of these hypotheses can contribute to the political debate
about globalization. For example, an “Efficient but Brutal” pattern combines H1 (high
productivity) and H2 (reduced employment). Such a finding validates the anti-globalization
claim that workers do not share in increased productivity and profitability brought on by
foreign investment and EU membership. The happiest outcome, of course, is high values for
productivity (H1) and employment (H2 is rejected).

We also offer predictions about the role of country-level institutional quality in both the
host country and the foreign investor’s home country. La Porta, Lopez-de-Silanes, Shleifer,
and Vishny (1998) detail the substantial differences across countries in laws and regulations
that protect shareholders and creditors. Many key papers illustrate the significance of these
differences.!* More broadly, national or regional differences in law and regulation can affect
legal system efficiency (Djankov, LaPorta, Lopez-de-Silanes, and Shleifer, 2003; Rodano,
Serrano-Velarde, and Tarantino, 2016), labor conditions (Botero, Djankov, La Porta, Lopez de

Silanes, and Shleifer, 2004; Venn, 2009; Borensztein, DeGregorio, and Lee, 1998), capital

11 See, for example, Doidge, Karolyi, and Stulz (2004, 2007), Dyck and Zingales (2004), Bris and Cabolis (2008),
Frésard and Salva (2010), Leuz, Lins, and Warnock (2010), Stulz and Williamson (2003), and Desai and Moel
(2008).



market development (Alfaro, Chanda, Kalemli-Ozcan, and Sayek, 2004), and, ultimately,
manufacturing productivity (Autor, Kerr, and Kugler, 2007; Bassanini, Luca, and Venn, 2009;
Damiani, Pompei, and Ricci, 2016). Thus, EU membership can be particularly significant for
foreign investment in relatively underdeveloped countries:

H3: Relative to firms located outside the EU, the effects predicted in H1 and H2

are enhanced for FDI in an EU member with a relatively weak local institutional

environment for business.
Membership of the EU improves the business environment in a country with weak local
institutions. Alternatively, the potential effect of EU membership merely compounds the
benefits of higher-quality host country characteristics.*? Put another way, H3 and its alternative
suggest that a country’s local institutional characteristics strongly influence how its
membership of the EU affects foreign direct investment outcomes.

The characteristics of the home country of a foreign direct investor can also be significant:

H4: The effects predicted by H1 and H2 increase with the quality of the foreign

investor’s home country institutions relative to those from outside the EU.
Hymer (1970) offers a logical basis for this hypothesis. From Page 74: “This hypothesis, that
the firms which have advantages are more likely to be from advanced countries, is consistent
with the observed fact that the major exporters of direct investment are and have been the well-
developed countries of Europe and, of course, the United States.” Increased firm-level
productivity resulting from foreign investment can be heightened if the foreign investor
originates from a more developed country.

However, while a developed-country investor can enhance manufacturing performance in

a host country with weak institutions, the gains can be feeble or even negative if that investor

cannot adapt to a less-developed environment. Uncertainty about the workings of international

12 National and regional differences can persist across EU members in corporate board regulation (Davies and

Hopt, 2013), corporate law (Cumming, Groh, and Sofia, 2017), and competition (Cseres, 2010).
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agreements to protect investors (Desai and Moel, 2008) can vary across countries and through
time, even in countries that have agreed to adhere to the rules of the European Union. There is
evidence that legal and regulatory practices that affect business are far from fully converged
across EU member states. Thus, we can imagine complex alternatives to H4.*3
3. Data and methodology
3.1 Data

Our primary data source is Orbis. Our sample starts with firms from all twenty-eight EU
member states and six European countries outside the Union from 2001 to 2014* and does not
have survivorship bias. Because Orbis does not present ownership data in machine-readable
format, we perform the following steps manually to record foreign ownership variables for
every year a firm has non-missing data. We record the identity, country of origin, type, industry
code, and direct ownership percentages held by each recorded shareholder. We identify a
shareholder as foreign if the shareholder has a different country code than the firm’s country
code. We exclude firm-year observations with domestic ownership, foreign ownership, or their
sum greater than 100%. Orbis retains a reported ownership percentage until new updated
information arrives.

We compute foreign ownership percentages by different types of foreign owners. Orbis
identifies owners as a bank, other financial institution, insurance, industrial company, mutual
or pension fund, foundation or research institute, public authority, state or other government,

known individuals or families, employees, managers, or directors, private equity firms, venture

13 We do not examine Euro area membership in any of our tests. Switching to the euro can impose an undervalued
or overvalued currency and lead to changes in firm-level productivity. Membership of the euro can benefit the
productivity of a country’s manufacturers by eliminating exchange rate transaction costs (McCallum, 1995; Rose,
2016) and spurring international trade. Higher variability of output and employment can result (Mundell, 1961;
Flood and Hodrick, 1986; Griffin, Redding, and van Reenen, 2004; European Commission, 2013). However, it is
not clear how these forces can affect local owned versus foreign-owned manufacturing firms differently.

14 We thank Bureau van Dyck for supplying additional data beyond ten years.



capital firms, and hedge funds.®® Foreign Ownership (FO%) is the sum of ownership
percentages across all foreign shareholders for a given firm and year. A dummy variable equals
one for firm-years with any foreign ownership and zero otherwise (FO Dummy).

We collect annual accounting data expressed in thousands of euros in a similar manner.
Accounting and ownership data are merged by company code, name, and year.!®* We include
all manufacturing firms (that is, two-digit NACE Revision 2 codes'’ from 10 to 33) with total
assets greater than 10 million euros. Our final data set ranges from 34,749 firm-year
observations for TFP to 70,410 for Number of Employees, of which approximately 25% have
non-zero foreign ownership. Note that one year of data is needed to compute TFP so that all
test results effectively span 2002 to 2014. Furthermore, we exclude two EU countries
(Luxembourg and Malta) and two non-EU countries (Liechtenstein and Turkey) from TFP
estimations because there was insufficient data to compute TFP for their firms.

3.2 Basic regression specification for manufacturing outcomes
We adopt the log-linear Cobb-Douglas production function of Brav, Jiang, and Kim

(2015)®8 and estimate it with OLS regressions as follows by:

15 We follow Kalemli-Ozcan, Sorensen, Villegas-Sanchez, Volosovych, and Yesiltas (2015) in processing Orbis
ownership data. For ownership percentage presented with a character such as <., >, or £, we use the percentage
noted after the symbol. We transate text codes using Orbis definitions as follows. WO is “wholly owned”, defined
as >=98%, and coded as 98%. MO is “majority owned” , defined as >=50.01%, and coded as 50.01%. JO is “joint
owned”, defined as =50%, and coded as 50%. NG is “negligible”, defined as <=0.01%, and coded as 0.01%. BR

[T3RL)

is “branch” and is excluded as no percentage is indicated. When ownership is indicated as “-” or “n.a”, we assume
it is missing. Owners described as "public” are not identified as either foreign or domestic because Orbis does not
characterize the shareholder base for the publicly traded portion of firms.

16 We cross-check the company codes with the names of the companies as Orbis may change codes but
company names are unchanged.

17" See https://siccode.com/page/what-is-a-nace-code.

18 papers such as Olley and Pakes (1996), Levinsohn and Petrin (2003), and Topalova and Khandelwa (2011)

focus on the simultaneity problem which can arise because productivity is related to the firm’s choice of labor and

capital input to the production process. The finance literature tends to adopt simpler econometric specifications



In(Yi) =ae + A5t In(K ije) + B InLige) + At In(Mig) + i (1)
In (1), the subscripts i, j, and t denote individual firm, two-digit NACE industry, and year
respectively. Thus, ajt is the average total factor productivity for the industry and time period,

Kitis the industry average elasticity of output with respect to capital, sbj; is the industry average
elasticity of output with respect to labor, and gMj: is the industry average elasticity of output
with respect to material costs. The residual, &ijt, estimates the TFP of the ith firm relative to the
other firms in its industry at time t. Yijtis operating revenue, measured as the t sum of net sales,
other operating revenues, and changes in inventory for firm i in industry j at time t. Kijt is the
sum of tangible and intangible fixed assets minus depreciation and amortization, Lijtis the cost
of employees and Mij: is the cost of materials. All measures are adjusted for inflation using
the wholesale price index of each country. We require that all variable observations needed for
calculating TFP are non-missing and estimate a separate cross-sectional regression for each
industry-year, a total of 983. Following Maksimovic and Philips (2013) and Brav, Jiang, and
Kim (2015), the residuals are first winsorized at one percent and ninety-nine percent, then
standardized by dividing it by its cross-sectional standard deviation for a given industry-year.
For robustness, we also include estimates using the unstandardized raw TFP in our main or
appendix tables. We also produce but do not report alternative estimates using the Levinsohn
and Petrin (2003) methodology.

Our basic regression specification for TFP is:

(for example, Schoar, 2002) to produce firm-specific estimates of TFP in excess of industry average TFP as in
equation (1) above. See Giroud (2013) for a discussion of the two approaches and results that are robust to different
methods of computing TFP. We follow Brav, Jiang, and Kim (2015) and also check for robustness using the

method of Levinsohn and Petrin (2003) for our key results.
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Total Factor Productivity; ;.

= pyForeign Ownership; ;. + BEU,

+ BsForeign Ownership; j, X EUg + AControls; j,

+ yCharacteristics.; + ac + ajs + &; 2)
where the subscripts i, j, and t denote individual firm, industry, and time period respectively.
TFP is Total Factor Productivity defined as above. The main independent variables in Equation
(2) are Foreign Ownership as described above, EU (a dummy variable equal to one if the
location country is a member of the EU and zero otherwise), and their interactions. Controls is
a vector of firm-level control variables including Debt/Assets (total debt scaled by total assets),
Firm Age (years since establishment), and a dummy variable, Listed, indicating whether the
firm’s equity is listed on a stock exchange.'® Characteristics is a vector of other factors such
as country-level institutional quality variables and related interaction terms. Examples include
the World Bank’s extent of disclosure and investor protection indices and Transparency
International’s Corruption Perception index, which we will refer to as the Anti-Corruption
Index for ease of interpretation.?’ All estimations include country and industry x year fixed
effects (a. and a;;) to alleviate potential bias as our TFP variables are also industry-year level
residuals. We use specifications similar to Equation (2) to explain other individual firm
outcomes that we compute as follows. Labor Productivity equals the natural logarithm of net
income per employee. Number of Employees equals the natural logarithm of number of
employees. Capital to Labor Ratio equals the natural logarithm of the ratio of capital stock to
number of employees. As we detail below, some tests also include interactive terms that
combine Foreign Ownership, EU, and Characteristics.

3.3 Outline of robustness tests

1% We note both listing and delisting dates in computing this variable.
2 Sources are databank.worldbank.org/data/reports.aspx?source=Doing-Business and

www.transparency.org/country. This index is higher for a country that is relatively /ess corrupt.
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We look for additional evidence of the effects predicted by our hypotheses with tests
centered on events which can heighten or dampen the effects described by our hypotheses.
3.3.1 The global credit crisis and external financial dependence

The years 2008 and 2009 saw the global credit crisis, along with the related Euro crisis.
These events affected all firms but particularly those in industries with a need to raise external
capital.?! We predict that the loss in productivity and jobs in industries that are heavily
dependent on external finance (Rajan and Zingales, 1998) is lower for foreign-owned firms
located in EU countries. We adopt the methodology of Rajan and Zingales (1998) to measure
external financial dependence and use data that matches our sample period borrowed from Bae,
Bailey, and Kang (2021). The empirical specification for TFP is as follows:

Total Factor Productivity; ;.

= ByForeign Ownership; j; + f,EU: + AControls; j;

+ yCharacteristics . + fsExternal Financial Dependence;

+ B4 External Financial Dependence;

X Foreign Ownership; j . + Bs External Financial Dependence; X EU,

+ B¢ External Financial Dependence; X Foreign Ownership; ;. X EU.;

+ac+ai + &g 3)
The variable External Financial Dependence; is the continuous measure developed by Rajan
and Zingales (1998). We compute industry-level external financial dependence using US data
because the US capital markets are highly developed, frictionless, and the external finance
dependence of US firms is a good proxy for comparable industries elsewhere. For each US

firm on the Compustat database, we compute:

2l See Bose, Mallick, and Tsoukas (2020) and Jacob (2021) for related evidence.
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External Financial Dependence;; =

Y.201%,, Capital expenditures;; — Y.2235,1 Cash flow from operations;,

2014 | Capital expendituresj;

(4)

where i and t indicate firm and year, respectively. The summation reduces the impact of annual
fluctuations. External Financial Dependence j is the median of the firm-year measure computed
in (4) across all firms in the jth industry according to the 4-digit US SIC. Using the median
reduces the effect of outliers within an industry.
3.3.2 Country subsets for recent EU accessions

Our basic regressions use data that begins with calendar 2001. Thus, our sample consists
largely of larger or more developed countries that were EU members during our entire sample
period. To heighten the variability in EU membership across our sample, we also estimate
regressions based on smaller numbers of countries and years that are more strongly focused on
the impact of EU accession. First, we compare firms from countries that joined the EU in
2004 (Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia,
and Slovenia) to those from countries that joined later (Bulgaria and Romania in 2007 and
Croatia in 2013) over the years from 2001 to 2006. Second, we compare firms from all
countries that joined in 2004, 2007, and 2013 to those from all countries that never joined the
EU over our full 2001 to 2014 sample period. These specifications test whether the impact of
EU membership and FDI are merely driven by trends in the manufacturing outcomes of firms

that were in the EU group throughout our sample period.

3.4 Public sentiment and manufacturing outcomes

In addition to the basic results and robustness tests described above, we look for evidence
that manufacturing globalization has broader political consequences. Specifically, we relate
several measures of anxiety about migration and globalization separately to each country-

average productivity and employment outcomes:

12



PublicSentimentMeasurey ., = & + L mcManufacturingOutcome,, .+ + €xmee ()
The subscripts k, m, ¢, and t denote the k™ public sentiment measure, the m" country average
book value weighted manufacturing outcome, the country, and the time period. All regressions
are estimated with both regular and country-clustered standard errors. Limitations to the power of these
regressions given the number of countries and frequency of the sentiment measures are detailed below.
4. Empirical results

4.1 Overview of the data

Summary statistics on firm performance, employment, the number of foreign-controlled
firms, and the extent of foreign ownership of those firms by country are presented in Appendix
2 Table 1. There is great variability across countries. Note that TFP is measured as a residual
with zero mean and unit standard deviation. Thus, a negative (positive) TFP means the
country’s manufacturers are typically less (more) productive than industry peers. We also
present results on raw unstandardized TFP for robustness. Standardizing raw TFP by dividing
it by the standard deviation can yield noisier estimates of average TFP for countries with a
small number of industries and firms.??

Panel A of Table 1 focuses on TFP aggregated into EU and non-EU and foreign-owned
versus domestically-owned groups. TFP is computed as a regression residual. Therefore, across
the full sample of 34,749 firm-years, the average TFP is zero, its standard deviation is 0.99,
and it ranges from -7.70 to 7.64. For the subsample of 31,807 firm-years for which the host

country is an EU member, the summary statistics for TFP are very similar. Differences emerge,

22 Tt is difficult to benchmark our firm-level TFP estimates. We use firm-years screened as described in Section
3.1 and the regression specification (2) that pools countries and controls for our specific NACE industry
classifications. The results cannot be compared to those from country aggregate data (see, for example, Feenstra,
Inklaar, and Timmer (2015) and https://www.rug.nl/ggdc/productivity/pwt/pwt-releases/pwt100), different
exclusion criteria, or different industrial categories. For example, the number of firm-years from Lithuania is
small and reflects government policies that emphasize innovation and productivity

(https://www.oecd.org/lithuania/RIT _HIA_Lithuania.pdf). We thank the referee for raising this issue.
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however, when we split this subsample into firms owned within the host country versus firms
whose owners are outside the host country. Amongst these firms, average TFP is 0.12 for
foreign owners (7,422 firm-years) and -0.03 for domestic owners (24,365 firm-years). This
contrasts with what is found for the non-EU hosted sample of 2942 firm-years. The average
TFP for foreign owned firms (576 firm-years), -0.06, is lower than that for domestic owned
firms (2,366 firm-years), -0.05. These statistics suggest that the combination of host country in
or out of the EU and owner in or out of the host country is significant to the firm’s efficiency.
The difference-in-differences is positive and statistically significant, indicating that the gap
between foreign owned and locally owned firms is largest in EU member countries. This is
consistent with H1.

Panel B of Table 1 offers an example of the investment and productivity effects we seek
to detect. Industry-specific EU anti-dumping and anti-subsidy penalties against Chinese
producers of steel and related products are relevant for EU firms in these industries.?®> We have
competing predictions about the impact of these events. They can increase productivity if they
shield European steel producers from destructive actions by Chinese steel producers. They can
decrease productivity if they reduce competitive pressure on European steel producers.
Across our sample of 1,538 firm-years for manufacturers in EU member states that are
classified as “steel industry”,?* there are 789 firm-years observed with actions against Chinese
steel producers in force and 749 firm-years observed at other times. Comparing the productivity
of foreign versus locally owned steel-related firms, the average TFP for foreign-owned EU
hosted steel related firms increases from 0.02 without protection against Chinese steel

producers to 0.21 under protection. This is larger than what is observed for their locally owned

23 See detailed records of such events at https://trade.ec.europa.eu/doclib/html/113191.htm .
24 For each such regulatory action and each relevant NACE industry code (2410, 2420, 2432, 2434, 2441, 2442,
2443, 2444, 2445, 2452, 2593, 2594, or 2732, depending on the terms of the regulatory action), we set a dummy

variable equal to one for years starting with the action initiation and ending with the action termination or expiry.

To compute the TFP summary statistics, we then sort firm-years into treated and control groups.
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counterparts, which see a decline in TFP from -0.01 without protection to -0.07 under
protection. Thus, it appears that the competitiveness of foreign-owned firms is not weakened
by protection, unlike local-owned firms. The difference-in-differences is positive and
statistically significant, indicating that the advantage of EU protection is larger for foreign
owned steel firms.

4.2 Baseline regression estimates

Table 2 presents estimates of our baseline regression. It documents how four
manufacturing firm outcomes (TFP, Labor Productivity, Number of Employees, Capital to
Labor Ratio) are associated with foreign ownership and location in an EU member state.

The key slope coefficient estimates in the table are those for EU x ForOwner because they
test H1 for productivity measures and H2 for employment. The slope coefficients are strongly
significantly positive for both versions of TFP in columns (1) through (4), insignificant for
Labor Productivity in columns (5) and (6), strongly significantly negative for Number of
Employees in columns (7) and (8), and insignificant for Capital to Labor Ratio. The
significance of foreign ownership is invariant to whether it is measured by intensity (percent
foreign ownership) or extent (whether or not there is any foreign ownership).

In Specification (1) for TFP, foreign ownership is measured as a percentage. The
estimated slope on the interactive is 0.242. Given that the average fraction of foreign ownership
is about 40% (Table 1) the typical effect is 0.242 times 0.4, that is, TFP is almost 10% higher.
In Specification (2) for TFP, foreign ownership is indicated by a dummy variable. The
estimated slope on EU x ForOwner, is 0.174. By construction, the standard deviation of TFP
is 1 so the coefficient tells us that TFP averages 17.4% higher for a firm with foreign ownership
hosted in an EU member. Therefore, it seems that foreign ownership and EU membership are
significant for TFP.

We can also sketch a few magnitudes and comparative statics for Number of Employees.

In Specification (8), the slope coefficient on the interactive is -0.164. The standard deviation
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of Number of Employees is about 9,500, and the natural log of this number is almost 4.
Therefore, (-0.164/4) implies that foreign ownership plus location in an EU member state
implies a slightly smaller number of employees. In Specification (7), the slope coefficient on
the interactive is -0.347. The average Number of Employees is about 1600 per firm. Multiply
this by -0.347 and we see that a typical foreign owned firm in an EU member state has
approximately 500 fewer employees. Thus, for firm-years with both foreign ownership and
location in an EU member state, TFP is strongly significantly higher while the number of jobs
is strongly significantly lower. This evidence is consistent with H1 and H2. The combination
of foreign ownership and location in the EU produces a trade-off, that is, a more efficient firm
but fewer jobs.

4.3 Incorporating characteristics of the host and owner home countries

Next, we look for evidence that the institutional quality of the host country and the foreign
owner’s home country affect associations between manufacturing outcomes, FDI, and EU
location. Specifically, we augment the specifications of Table 3 by conditioning on country
characteristics.

Panel A of Table 3 presents results of regressions of TFP on controls, host EU dummy,
ownership indicators, host country characteristics, and interactives. All specifications use
Industry x Year fixed effects. Columns (1) through (3) present results for percent foreign
ownership while columns (4) through (6) present results for the foreign owner dummy variable.
The key slope coefficient estimates are those for EU x ForOwner x BusEnv. They test H3, that
is, changes in productivity and employment associated with foreign ownership and EU
membership are largest for countries with better business environment. In five of the six
specifications, the slope on EU x ForOwner x BusEnv is significantly positive. Put another
way, TFP is higher for a manufacturing firm with foreign ownership and location in an EU

member state with a relatively good business environment. This supports H3: the productivity
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benefits of foreign ownership and EU membership are weaker for EU members with lower
quality business environments.

We can be more specific about the scale and relative importance of host country
characteristics as follows. Disclosure and Investor Protection both range from 0 to 10, but
consider the estimated slope, 0.204, on EU x ForOwner x BusEnv in Specification (5) when
Investor Protection is the host country characteristic and Foreign Ownership is measured with
the simple dummy variable. That slope is over three times larger than that on Disclosure,
indicating that, when combined with EU membership, host country Investor Protection
contributes more than Disclosure. Furthermore, Anti Corruption runs from 0 to 100. If equal
in impact to Investor Protection, the estimated slope on EU x ForOwner x BusEnv in
Specification (6) should be roughly one-tenth the size of the estimated slope in Specification
(5). However, it is five times larger than this prediction, suggesting that Anti Corruption is
more important than Investor Protection.

Panel B repeats the specifications of Panel A using our second dimension of
manufacturing productivity as the dependent variable. Labor Productivity is measured with the
natural logarithm of net income in thousands of euros divided by the number of employees.
Although this is not computed in the same manner as TFP and, thus, cannot be thought of as a
decomposition of TFP, it can offer clues about the components of TFP. Once again, the most
important slope coefficient estimates are those for EU x ForOwner x BusEnv because they test
H3. The findings are similar to what is reported for TFP in Panel A. In five of the six
specifications, the slope on EU x ForOwner x BusEnv is significantly positive. As with the
previous table, these findings support H3. The labor productivity benefits of foreign ownership
and EU membership are stronger for firms located in EU member countries with a relatively
high quality business environment.

Next, we look for evidence of the social costs associated with the apparent gains in

productivity documented in previous tables when TFP or Labor Productivity serve as the
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dependent variable. Job creation or destruction drive much of the political controversy
surrounding globalization. Therefore, we use the natural log of the firm’s number of
employees as the dependent variable in specifications following those used for TFP and Labor
Productivity in panels A and B. Panel C reports the results. As in the previous two panels, the
key slope coefficient estimates are those for EU x ForOwner x BusEnv. These slope estimates
are uniformly significantly negative across all six specifications in Panel C. This means that
there are fewer jobs at a foreign owned manufacturing firm located in an EU state with a high
quality business environment. This supports H3.

In Panel D, Capital to Labor Ratio is significantly negatively associated with the triple
interaction of EU, percent Foreign Ownership, and either Disclosure quality or Investor
Protection. This suggests that more capital per worker is attracted when a host country is an
EU member, the investor is foreign, and the host country’s disclosure quality and investor
protection are relatively weak. This suggests that EU membership and FDI can benefit a less
developed country. However, this interpretation is not definitive as the slope coefficient on EU
x ForOwner x BusEnv is positive or insignificant for dummy variable foreign ownership or
business environment measured with Anti Corruption.

Next, we seek evidence of H4, that is, the idea that the home country characteristics of the
owner are associated with firm-level manufacturing outcomes. H4 predicts that foreign owners
from an advanced country heighten the effects predicted by H1 for productivity and H2 for
employment. We measure associations between our manufacturing firm outcomes and the
characteristics of the home country of the foreign owner, rather than the characteristics of the
host country as examined in the three previous tables.

Table 4 presents the results. Again, the key slope coefficient estimates are those for EU x
ForOwner x BusEnv. In this table, Business Environment is one of our three country level
characteristics but, unlike Table 3, they are measured for the home country of the firm’s foreign

owner. There are several significant slope coefficients among the estimates for the triple
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interactive terms. In specifications (1) and (2), positive slopes indicate that location in an EU
member and foreign ownership from a home country that scores high on disclosure quality or
investor protection is associated with higher TFP. This is consistent with H4. Put another way,
productivity can be enhanced by a foreign owner from a high quality environment who invests
in a firm in another EU country. Positive slopes in specifications (4) and (5) indicate a similar
effect for labor productivity, thereby providing further support for H4. In specification (9),
there is a significantly positive slope coefficient on the triple interactive with Anti Corruption,
indicating that a foreign owner from a low corruption EU country can enhance employment.
Thus, there is no evidence that a foreign investor from a high quality environment reduces
employment.
4.4 Results of robustness tests
4.4.1 Evidence on the global credit crisis and external financial dependence

Next, we attempt to validate our interpretation of the baseline results by exploiting an
important shock, the global credit crisis of 2008 and 2009. During this crisis, TFP and labor
productivity increased concurrently with unemployment (Petrosky-Nadeau, 2013). However,
financially vulnerable firms reduced employment further (Giroud and Mueller, 2017; Huber,
2018) and experienced a decline in TFP growth in the aftermath of the crisis (Duval, Hong and
Timmer, 2020). Foreign ownership and location in an EU member state can alter these
tendencies. Foreign-owned firms with better access to finance and enjoying the higher
institutional quality environment of the EU can overcome the challenges of a credit crunch and
increase productivity. Accordingly, we re-examine our main findings while controlling for
external dependency and credit crisis.

Table 5 presents estimates of Equation (3) to examine associations between firm
outcomes, external financial dependence, and foreign ownership when the firm is located in an
EU member state. The key explanatory variable is the triple interactive EU x Dependence %

ForOwner. We predict that location in an EU member state and foreign ownership allows a
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firm to overcome its dependence on external finance more readily so that the slope coefficient
on these terms should be larger, accentuating our basic findings. Columns (1) through (4) are
based on all firm years. The slope coefficient on the triple interactive is significantly positive
for Total Factor Productivity, Labor Productivity, and Capital to Labor Ratio, and significantly
negative for Number of Employees. As predicted, the pressure of external financing needs
magnifies the increased productivity and decreased employment reported for our basic
specifications earlier. In Column (6) the positive coefficient on the triple interactive for Labor
Productivity shows that the impact of EU host and foreign owner is particularly strong during

the crisis for the externally dependent firm.

4.4.2 Evidence on country subsets for recent EU accessions

Table 6 re-estimates the baseline regressions of Table 2 over subsets of countries and years
for greater emphasis on firms from countries that entered the EU during our sample period. In
contrast, our Table 2 results include firms from many countries that were EU members during
our entire sample period. Panel A covers the years 2001 to 2006 and compares firms from
countries that joined the EU in 2004 to firms from countries that were not yet EU members
during those six years. Estimated slopes on the interactive EU Join x ForOwner are strongly
significantly positive for TFP and Capital to Labor Ratio and are insignificant for Labor
Productivity and Number of Employees. This suggests that these firms are run more efficiently
and receive more capital without any increased pressure on workers and their job security. This
is consistent with an unambiguously positive outcome, that is, higher productivity (H1) with
no reduction of employment (H2 is rejected). In contrast, Table 2 shows that EU host plus FDI
is associated with higher productivity but fewer jobs, that is, the “Efficient but Brutal” outcome
we described earlier in the paper. Note that, except for Cyprus and Malta, all the countries
admitted to the EU in 2004 were less developed formerly communist states in Eastern Europe.

Their firms are compared to those of near peers (Bulgaria, Romania, and Croatia) prior to
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joining the EU. Thus, our evidence suggests that this group of less developed but rapidly
evolving countries benefited greatly from EU accession in 2004.

Panel B of Table 6 covers the entire 2001 to 2014 sample and compares firms from
countries that joined the EU in 2004, 2007, and 2013 to firms from countries that never joined
the EU. This set of countries adds Bulgaria (2007), Romania (2007), and Croatia (2013) to the
2004 set of countries. Their firms are then compared to firms from countries that never joined
the EU (Bosnia and Herzegovina, Liechtenstein, Norway, Russia, Switzerland, and Turkey)
rather than countries which joined the EU after 2006 (that is, Bulgaria, Romania, and Croatia).
The Panel B findings look more like those for the Table 2 baseline regressions: productivity
and capital per worker rise but employment declines.

4.5. Manufacturing outcomes and public sentiment

The quote from Marine Le Pen at the beginning of this paper suggests the importance of
globalization, foreign investment, and voter satisfaction for politics. We conclude our work
with some simple impressionistic evidence on links between our manufacturing outcomes and
several measures of public sentiment. We collect several political measures including two
measures of anxiety about uncertain migration policies and migration itself expressed in news
stories, two surveys of satisfaction with home country or the EU, and one measure of populist
or extremist voting in national legislative elections. We interpret these variables as reflecting
anxiety and unhappiness about globalization.

Table 7 presents variable definitions and summarizes estimates of Equation (5) using our
productivity and foreign investment measures. The table entries indicate the sign of the
association and its statistical significance under two sets of standard errors. The significance of
the findings is limited by the small number of available observations. In two of four
specifications to explain news and survey measures, the slopes for TFP are significantly
negative. More efficient firms are associated with decreased anxiety and unhappiness about

globalization. In contrast, specifications for Migration Policy Uncertainty, Migration Fear, and
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Unfavorable opinions about the EU Labor Productivity are significantly positive. More
efficient management of workers is associated with increased anxiety and unhappiness about
globalization. Similarly, slopes on Foreign Ownership are significantly positive in explaining
Migration Policy Uncertainty, Migration Fear, Unfavorable opinions about the EU, and
Populist Vote. Thus, higher foreign ownership is associated with increased anxiety and
unhappiness about globalization. This highlights the contrast and tension between the benefits
and social costs of foreign direct investment and economic integration.

5. Summary and conclusions

As the world’s largest recipient of FDI flows. the European Union offers a unique setting
for studying globalization, its consequences for manufacturing productivity, and the potential
for populist political pushback. We find that several dimensions of manufacturing performance
are associated with location in the EU and foreign ownership. Our conclusions stand up to a
variety of robustness tests and controls. Furthermore, our subsample tests suggest that the
largely Eastern European less developed countries admitted to the EU in 2004 enjoyed higher
manufacturing productivity without any loss of employment.

Thus, economic integration and foreign investment appear to contribute to manufacturing
efficiency. However, there are often substantial costs associated with these benefits. Firm-level
employment declines in our baseline full sample results. Furthermore, political costs are
evident in survey evidence and in voting. There is some validity to the complaints about
globalization voiced by some populist European politicians. Our results contribute to the
globalization debate and shed light on the links between productivity gains and job losses. As
Europe struggles with increasing income inequality, economic insecurity, labor unrest, and
political tension, further work is needed on employment issues and on the distribution of the

benefits of globalization.
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Table 1. Total Factor Productivity summarized by EU membership and ownership type

Sample is all manufacturing firms. Total Factor Productivity is measured as a regression residual. Foreign-owned firm is defined as
a firm with a foreign ownership percentage greater than zero. EU indicates firm-years when the host country is an EU member.
Anti-dumping/subsidy action indicates EU anti-dumping/subsidy action against Chinese steel producers is in force. Difference-in-
Difference computed using unstandardized TFP is reported in brackets.

Observations Mean Standard Deviation Minimum Maximum

Panel A. All firm-years 34,749 0 0.99 -7.7 7.64

EU 31,807 0.000 0.98 1.7 7.64
Foreign 7,442 0.120 1.02 -6.96 7.22
Domestic 24,365 -0.030 0.97 -7.7 7.64

Difference 0.150***

Non-EU 2,942 -0.050 1.1 -6.07 5.58
Foreign 576 -0.064 1.21 -5.22 5.5
Domestic 2,366 -0.049 1.06 -6.07 5.58

Difference -0.015

Difference-in-Differences 0.165*** [0.071***]

Panel B. Steel firm-years 1,538 0 0.99 -6.74 7.21

No EU Anti-dumping/subsidy action 749 0 0.92 -5.65 6.43
Foreign 115 0.02 0.91 -5.01 3.19
Domestic 634 -0.01 0.92 -5.64 6.42

Difference 0.03

EU Anti-dumping/subsidy action 789 0 1.06 -6.74 7.22
Foreign 202 0.21 1.28 -4.34 7.22
Domestic 587 -0.07 0.97 -6.74 4.96

Difference 0.28***

Difference-in-Differences 0.248* [0.066**]
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Table 2. Explaining manufacturing outcomes with foreign ownership, host country membership of the European Union, and their interactions

This table reports pooled panel OLS regressions with heteroscedasticity consistent robust standard errors corrected for correlation across industry-year clusters reported
underneath each coefficient estimate and including Industry x Year and country fixed effects. See Table 1 for sample sizes. Dependent variables are measures of manufacturing
outcomes. ForOwner is ownership percent (FO%) or a dummy which equals one if foreign ownership is nonzero (FO dummy). EU is a dummy variable equal to one if the host
country is an EU member. Constant is not reported to save space. See earlier tables and Appendix for definitions of independent variables. *, =, and **x* indicate statistical

significance at the 10%, 5%, and 1% level respectively.

Total Factor Productivity

Unstandardized Total Factor Productivity

Labor productivity

Number of Employees

Capital to Labor Ratio

FO% FO Dummy FO% FO Dummy FO% FO Dummy FO% FO Dummy FO% FO Dummy
@ 2 ®) (4) ®) (6) V) (®) ) (10)
EU x ForOwner  0.242*** 0.174*** 0.101*** 0.0845*** 0.114 0.0604 -0.347***  -0.164*** -0.0907 -0.104
0.0668 0.0567 (0.0241) (0.0224) 0.134 0.0836 0.0727 0.056 (0.110) (0.0907)
EU 0.122 0.125 0.0271 0.0255 0.177* 0.193** 0.0385 0.0224 0.411*** 0.422***
0.147 0.146 (0.0375) (0.0378) 0.097 0.0978 0.0981 0.0999 (0.0823) (0.0832)
ForOwner -0.0863 -0.0277 -0.0459** -0.0337 0.306** 0.298*** 0.545*** 0.604*** 0.166 0.208**
0.0636 0.0551 (0.0218) (0.0207) 0.131 0.0805 0.0712 0.0554 (0.109) (0.0917)
Debt/Assets -0.596***  -0.598*** -0.199*** -0.201*** -1.335%**  -1.351*** -0.0376 -0.0275 1.039%** 1.039%**
0.0352 0.0351 (0.0151) (0.0151) 0.0471 0.0467 0.0362 0.0361 (0.0333) (0.0336)
Firm Age -0.0014***  -0.0014*** -0.000458*** -0.000467*** -0.0012***  -0.0013*** 0.00511***  0.0051***  -0.000435*** -0.000454***
0.000151 0.00015 (4.77e-05) (4.79e-05) 0.000149 0.000148 0.000329 0.000323 (0.000142) (0.000142)
Listed 0.168*** 0.108*** 0.0635*** 0.0434*** 0.0508* -0.116*** 1.314%** 1.124%** 0.517%** 0.466***
0.0257 0.0258 (0.0109) (0.0102) 0.0262 0.0281 0.0309 0.0291 (0.0264) (0.0278)
Observations 32443 32443 32.478 32.478 40986 40986 62695 62695 46.272 46.272
R-squared 0.024 0.022 0.056 0.057 0.227 0.228 0.241 0.252 0.107 0.108
Industry-years 415 415 432 432 476 476 476 476 442 442
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Table 3. Host country business environment measures and manufacturing outcomes

This table reports selected coefficient estimates from Table 2 regressions extended with host country business environment proxies (“BusEnv”) and interactions with
EU dummy (“EU”) and foreign ownership (“ForOwner” = “FO%” or “FO Dummy”). See Table 2 and Appendix for details of specification and variables. All
specifications include Industry x Year fixed effects. *, %, and *** indicate statistical significance at the 10%, 5%, and 1% level respectively.

Panel A: Dependent variable is TFP Panel B: Dependent variable is Labor Productivity
FO% and BusEnv is: FO Dummy and BusEnv is: FO% and BusEnv is: FO Dummy and BusEnv is:
Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti-
Protection  Corruption Protection  Corruption Protection  Corruption Protection  Corruption
1) ) ®) (4) (%) (6) @) (8) 9) (10) (11) (12)

EU x
ForOwner 0.0226 0.192** 0.219*** 0.0581* 0.204*** 0.101** 0.0659 0.360*** 0.293*** 0.137*** 0.485*** 0.185***
x BusEnv

0.045 0.0966 0.0712 00347 00715 0.0438 0.0645 0.129 0.0452 00372 0.0895 0.0281
EU x 0.23 0768 -1436%* 0108  -0.951%* -058 0168  -L873%*  LELIR*  -0.607F*  2700%%% -1 .041%%*
ForOwner
0.314 0.631 0.593 0.238 0.454 0.352 0.412 0.756 0.29 0.227 0.524 0.2
Et’sl’;nv 0.0249% 00506  -0.120%** 00158 00314  -0.114%**  -0.0410% -0.205%%%  -0.207%%* _0.0021** -0461¥**  -0310%**
00146  0.0309 00225 00179  0.0352 0.0233 00243  0.0529 0.0207 00361  0.0852 0.0218
FOTOWNer 10,0235 0027 -0.190 0.0593*  -0125*  -0.0894 000827  -0196  -0.258 -0.0878**  -0.370 0,176
00435  0.0922 0.0697 00336  0.0688 0.0415 0.0629 0.125 0.0429 00353  0.0851 0.0261
EU 00242 -0128  1.013*** 0037  -0.00693  0.056%%%  0242%%  1624%*%  1O5TR**  (5E2RRX  2G20%* 2 (O11%A*
0.108 0.201 0.177 0.138 0.238 0.184 0.111 0.269 0.151 0.203 0.492 0.157
ForOwner  -0.348  -00196  1389%*  0.262 0.644 0.636* 000655  1.203%  1734%%*  0711%%*  2.351%%% 1 2ggwsx
0.303 0.609 0.589 0.232 0.445 0.345 0.395 0.717 0.272 0.202 0.484 0.184
BusEnv 0.0250* 00349  0.0660%**  0.0409%* 00584  0.0B11*** 00280  0.255%%*  0312%%%  00792%%  0410%**  (.328%**
00148 00312 0.0212 00185  0.0376 0.0219 00239  0.0525 0.0202 00352 00832 0.0215
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Table 3 continued.

Panel C: Dependent variable is Number of Employees

Panel D: Dependent variable is Capital to Labor Ratio

FO% and BuUsEnv is:

FO Dummy and BusEnv is:

FO% and BusEnv is:

FO Dummy and BusEnv is:

Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti-
Protection  Corruption Protection  Corruption Protection  Corruption Protection  Corruption
1) ) @) (4) (%) (6) 1) ) ®) (4) () (6)
CU O TOTOWNET  g2ggwes  0.406%s 04725 01885 050257 02004% 0103 0201  0.118" 0000239 00606  0.0794*
0.0459 0.0903 0.0351 0.0229 0.0426 0.027 0.0422 0.0973 0.0531 0.0222 0.0457 0.0411
EU x ForOwner ~ 1.541***  2,140***  0.867***  0.832***  2.800***  1.023*** 0.692** 1.253** -1.025** -0.00239 -0.467 -0.722**
0.299 0.563 0.267 0.131 0.247 0.199 0.286 0.619 0.414 0.131 0.283 0.335
EU x BusEnv 0.144%**  0.442***  (0.261***  0.154***  (0.552***  (.301*** -0.0182  -0.148***  -0.282***  -0.0277* -0.209***  -0.289***
0.0159 0.0339 0.0189 0.0165 0.0311 0.0191 0.0123 0.0235 0.0281 0.0154 0.0325 0.0326
E?Jg(é‘r’]"\?er * 0.01%**  0.183**  0.0765%*  0.124%%  0.307*  0153***  0100%*  0.203**  -0.0986* 00174  -00221  -0.0679*
0.0452 0.0899 0.033 0.0222 0.0416 0.025 0.0411 0.0948 0.052 0.0211 0.0431 0.0402
EU -0.419*** -2, 135%**  -1.443***  -0.493*** -2.855*** -1 701*** -0.123 0.620*%**  1.906*** -0.0646 1.023***  1.970***
0.0885 0.186 0.135 0.0949 0.188 0.141 0.0903 0.142 0.219 0.126 0.237 0.26
ForOwner -0.574* -0.506 0.0224 0.055 -1.144%** -0.237
-0.663**  -1.254** 0.905** -0.0376 0.312 0.708**
0.292 0.558 0.248 0.124 0.24 0.184 0.278 0.601 0.403 0.124 0.265 0.326
BusEnv -0.161***  -0.473***  -0.244*** 0. 172*** -Q571*** -0.287*** -0.0188  0.0646***  0.236*** -0.0141 0.117%**  (0.243***
0.0147 0.0314 0.0201 0.0159 0.0293 0.0201 0.012 0.0234 0.0278 0.0151 0.0312 0.0321
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Table 4. Home country business environment measures and manufacturing outcomes

This table reports selected coefficient estimates from Table 2 regressions extended with home country business environment proxies (“BusEnv”) and interactions
with EU dummy (“EU”) and foreign ownership (“ForOwner” = “FO%"). See Table 2 and Appendix for details of specification and variables. All specifications
include Industry x Year fixed effects. *, *x, and === indicate statistical significance at the 10%, 5%, and 1% level respectively.

Total Factor Productivity Labor Productivity Number of Employees Capital to Labor Ratio
Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti- Disclosure Investor Anti-
Protection  Corruption Protection  Corruption Protection  Corruption Protection  Corruption
1) ) ®) (4) () (6) () (8) 9) (10) (11) (12)
EU x
ForOwner 0.395***  1.367*** 0.0999 0.410** 0.797*** 0.271 -0.0957 -0.0667 0.840** 0.00141 0.237 0.0318
x BusEnv
0.125 0.335 0.654 0.165 0.276 0.514 0.119 0.251 0.406 0.117 0.222 0.458
EU -2.219%** -7 54G*** -0.681 -2.893***  .4,918*** -3.059 1.510** 1.302 -6.428* -0.897 -2.242* -0.703
ForOwner
0.639 1.777 5.821 1.07 1.554 4.423 0.728 1.343 3.495 0.803 1.281 4.031
ELqu;E(nv -0.393***  -1.270*** -0.0755 -0.350***  -0.656*** -0.465 0.0165 0.0794 -0.814** 0.0296 -0.125 0.0718
0.119 0.316 0.589 0.126 0.202 0.432 0.108 0.218 0.376 0.101 0.2 0.404
Eoé(as\"g:s -0.286**  -1.063*** -0.11 -0.390**  -0.653** -0.217 0.00208 -0.0152 -0.781* -0.00506 -0.181 0.148
0.12 0.329 0.654 0.163 0.27 0.505 0.115 0.24 0.404 0.115 0.219 0.456
EU 1.599** 6.454*** 0.119 2.467***  4,040*** 4.456 -0.807 -1.068 6.426** 0.705 1.621 -0.227
0.779 1.539 5.184 0.913 1.172 3.733 0.728 1.206 3.222 0.74 1.107 3.575
ForOwner 1.602***  5,953*** 0.751 2.937*%**  4.318*** 2.781 -1.281* 1.153 5.686 0.928 1.958 -0.709
0.58 1.723 5.836 1.049 1.517 4.365 0.716 1.304 3.467 0.795 1.261 4.019
BusEnv 0.277** 0.953*** 0.129 0.312** 0.485** 0.402 0.0364 -0.0595 0.804** -0.0257 0.0888 -0.202
0.116 0.317 0.59 0.124 0.198 0.424 0.102 0.205 0.373 0.0997 0.197 0.402
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Table 5. External financial dependence and the global credit crisis

This table extends the Table 2 baseline regressions with a proxy for the external financial dependence of the firm. Dependence equals the industry median of the 2001 to 2014
firm-year sum of capex minus cash flow divided by the 2001 to 2014 capeX. See Rajan and Zingales (1998). Bae, Bailey, and Kang (2021) detail the computation. ForOwner is
percent foreign ownership (“FO%”). All specifications include Industry x Year and country fixed effects. Constant and control variables are not reported to save space. *, *x,
and =xx indicate statistical significance at the 10%, 5%, and 1% level respectively.

All firm-years 2008 to 2009 only
Total Factor Labor Number of Capital to labor Total Factor Labor Number of Capital to
Productivity Productivity Employees ratio Productivity Productivity Employees Labor ratio
1) ) ®) (4) () (6) @) (8)
EU x Dependence x ForOwner 0.167** 0.304*** -0.151** 0.208** 0.0267 0.862*** -0.2 0.0917
0.0671 0.0965 0.0671 0.0874 0.104 0.269 0.207 0.205
ForOwner -0.107* 0.319** 0.521*** 0.154 -0.261** 0.833* 0.843%** 0.16
0.0642 0.132 0.0721 0.109 0.099 0.424 0.195 0.241
Dependence 0.0985* 0.0861 0.223** 0.103 0.146 0.0469 0.218 0.0328
0.0553 0.0709 0.0871 0.0688 0.12 0.178 0.235 0.184
ForOwner x Dependence -0.127** -0.283*** 0.102 -0.168* -0.0396 -0.854*** 0.153 -0.0842
0.0624 0.0943 0.0661 0.0915 0.0949 0.258 0.208 0.214
EU 0.116 0.188* 0.0301 0.407*** -0.662*** -0.129 1.420%** 1.269***
0.153 0.0986 0.0963 0.0819 0.122 0.34 0.269 0.381
EU x ForOwner 0.265*** 0.102 -0.324*** -0.0754 0.412*** -0.368 -0.627*** -0.0729
0.0672 0.135 0.0729 0.11 0.118 0.445 0.191 0.244
EU x Dependence -0.166*** -0.0836* -0.0467 -0.138*** -0.154** -0.15 -0.0231 -0.0666
0.0376 0.0439 0.0561 0.0441 0.0749 0.11 0.185 0.117
Observations 32441 40973 62678 46263 6200 6597 10285 8270
R-squared 0.056 0.091 0.203 0.108 0.063 0.101 0.222 0.127
Number of industry-years 415 476 476 442 64 68 68 68
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Table 6. Recent EU accessions

This table re-runs Table 2 over subsets of countries and years to focus on associations between manufacturing outcomes and host country EU membership. Panel A sample is
countries that joined the EU in 2004 versus countries that joined later. Time period is 2001 to 2006, that is, three years before the 2004 event and three years starting with that
event. Panel B sample is countries that joined the EU in 2004, 2007, and 2013 versus countries that never joined the EU. Time period is 2001 to 2014. ForOwner is foreign
ownership dummy variable. See Table 2 and Appendix for details of specification and variables. All specifications include Industry x Year and country fixed effects. Constant
and control variables are not reported to save space. *, =, and **x* indicate statistical significance at the 10%, 5%, and 1% level respectively.

Panel A: EU Join = dummy for countries acceding in 2004 Panel B: EU Join = dummy for countries acceding in 2004, 2007, or 2013
Total Factor Labor Number of Capital to Labor Total Factor Labor Number of Capital to Labor
Productivity Productivity Employees Ratio Productivity Productivity Employees Ratio
() (3] @) (4) (©) (6) @) (8)
EU Join x 0.740** 0.231 -0.0975 0.588** 0.477*** 0.460*** -0.541%** 0.278***
ForOwner
0.328 0.431 0.322 0.25 0.0804 0.118 0.0707 0.0969
EU Join -0.0210 -0.403 0.118 0.625** 1.510*** 1.200*** -2.385%** 0.514%**
0.491 0.314 0.241 0.267 0.179 0.335 0.15 0.129
ForOwner -0.552* 0.376 0.256 0.0955 -0.259%** 0.229** 0.760*** 0.249%**
0.319This 0.43 0.323 0.231 0.0613 0.1 0.0568 0.0869
Observations 506 870 1.525 635 4.241 3.847 8.436 5.246
R-squared 0.227 0.252 0.096 0.235 0.121 0.246 0.381 0.127
Industry-years 128 161 177 137 376 404 445 403
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Table 7. Manufacturing outcomes and public sentiment

This table presents regressions that relate measures of public sentiment to country average book value weighted manufacturing outcomes. All regressions are estimated with
both regular and country-clustered standard errors. Conventional statistical significance is indicated with *, **, and *** while country-clustered statistical significance at the
5% level is indicated by 1. Migration Policy Uncertainty and Migration Fear are constructed from frequency of keywords in news stories in France, Germany, and the UK. We
use the last quarter of the year for our sample period. Higher value indicates greater anxiety. See https://www.policyuncertainty.com/immigration_fear.html and
https://voxeu.org/article/immigration-fears-and-policy-uncertainty. Country Dissatisfaction is fraction of survey responses indicating “dissatisfied” to the question “Overall, are
you satisfied or dissatisfied with the way things are going in our country today?”. EU Very Unfavorable is fraction of survey responses indicating “very unfavorable view of the
European Union.” Surveys are conducted by Pew Research Center’s (https://www.pewresearch.org/) annually from 2002 to 2014 irregularly over many but not all EU states.
Populist Vote is fraction of national legislative election vote won by populist, right-wing, extremist, or fascist political parties. For multiple-round elections, we use the first-
round outcome. For bicameral legislatures, we use a simple average of upper and lower house outcomes. Source is online summaries of elections. See, for example,
https://en.wikipedia.org/wiki/2021_German_federal_election. Sample is all EU member states and country-years when there is an election.

Dependent variable Independent variable Slope Standard Error Standard Error Clustered Observations R? Countries
Migration Policy Uncertainty Total Factor Productivity -142.4 * 73.11 13.11 35 0.109 3
Migration Policy Uncertainty Unstandardized TFP -302,5 f 220 275 35 0.056 3
Migration Policy Uncertainty Number of Employees -60.78 90.39 68.77 39 0.013 3
Migration Policy Uncertainty Labor Productivity 2655 ki 105.3 138.4 36 0.166 3
Migration Policy Uncertainty Capital to Labor Ratio -137.5 122.5 51.54 36 0.038 3
Migration Policy Uncertainty Foreign Ownership 1,057 et 357.2 684 39 0.20 3
Migration Fear Total Factor Productivity -39 45.47 14.58 35 0.023 3
Migration Fear Unstandardized TFP -87.29 ¥ 133.6 275 35 0.014 3
Migration Fear Number of Employees 15.01 51.47 47.38 39 0.002 3
Migration Fear Labor Productivity 184 ok g 54.18 32.78 36 0.265 3
Migration Fear Capital to Labor Ratio 97.3 72.69 51.54 36 0.053 3
Migration Fear Foreign Ownership 342 t 218.7 100.7 39 0.065 3
Country Dissatisfaction Total Factor Productivity -9.686 *F 5.725 3.508 71 0.048 13
Country Dissatisfaction Unstandardized TFP -23,79 T 17.63 9.811 71 0.034 13
Country Dissatisfaction Number of Employees -0.143 9.373 8.451 74 0.000 13
Country Dissatisfaction Labor Productivity -11.27 7.034 9.036 69 0.044 12
Country Dissatisfaction Capital to Labor Ratio -0.866 7.327 13.27 72 0.000 13
Country Dissatisfaction Foreign Ownership 16.84 30.15 35.78 74 0.005 13
EU Very Unfavorable Total Factor Productivity -0.564 5.828 4.507 44 0.000 11
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EU Very Unfavorable Unstandardized TFP 1.556 15.95 9.73 44 0.000 11
EU Very Unfavorable Number of Employees 4.705 4.827 5.759 45 0.028 11
EU Very Unfavorable Labor Productivity 8.897 5.169 5.135 44 0.085 11
EU Very Unfavorable Capital to Labor Ratio 10.67 5.475 9.211 44 0.106 11
EU Very Unfavorable Foreign Ownership 28.56 20.6 7.78 45 0.055 11
Populist Vote Total Factor Productivity -0.742 0.985 0.868 282 0.002 26
Populist Vote Unstandardized TFP -2.252 2.052 2.467 282 0.003 26
Populist VVote Number of Employees -1.731 1.085 1.024 371 0.007 28
Populist Vote Labor Productivity -1.072 0.885 0.869 333 0.005 28
Populist Vote Capital to Labor Ratio -0.378 0.73 0.929 319 0.001 26
Populist Vote Foreign Ownership 6.211 4.128 2.581 372 0.007 28
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Appendix 1: Variable Definitions

Manufacturing Outcomes

TFP

Unstandardized TFP
Number of Employees
Labor Productivity
Capital to Labor Ratio

Standardized Total Factor Productivity following Brav et al (2015)
Total Factor Productivity estimated as a residual by Brav et al (2015)
Natural logarithm of number of employees

Natural logarithm of Net income per employee

Natural logarithm of capital stock to number of employees

Control Variables

Debt/Assets
Firm Age
EU

Listed

total debt /total assets

Firm age in years

=1 when a country accedes to EU and 0 otherwise
=1 when a company becomes listed and 0 otherwise

Foreign Ownership Measures (ForOwner)

Foreign Ownership (FO%)

Foreign Ownership dummy (FO dummy)

direct foreign ownership percentage
if foreign ownership percentage >0, 1, 0

Host Country Business Environment proxies

Disclosure
Investor protection
Anti-Corruption

Foreign Owner Home country business
environment

World Bank Doing Business extent of disclosure index (0-10)

World Bank Doing Business extent of investor protection index (0-10)
Transparency International corruption perception index (0-100) Higher
score means lower corruption

Average of business environment score of each foreign owner with >25%
ownership stake

Public Sentiment Measures

Migration Policy Uncertainty

Migration Fear

Country Dissatisfaction

EU Very Unfavorable

Populist Vote

Migration Policy Uncertainty and Migration Fear are constructed from
frequency of keywords in news stories in France, Germany, and the UK.
We use the last quarter of the year for our sample period. Higher value
indicates greater anxiety.

See  https://www.policyuncertainty.com/immigration_fear.html  and
https://voxeu.org/article/immigration-fears-and-policy-uncertainty.

Country Dissatisfaction is fraction of survey responses indicating
“dissatisfied” to the question “Overall, are you satisfied or dissatisfied
with the way things are going in our country today?”.

EU Very Unfavorable is fraction of survey responses indicating “very
unfavorable view of the European Union.”

Surveys are conducted by Pew  Research  Center’s
(https://www.pewresearch.org/) annually from 2002 to 2014 irregularly
over many but not all EU states.

Populist Vote is fraction of national legislative election vote won by
populist, right-wing, extremist, or fascist political parties. For multiple-
round elections, we use the first- round outcome. For bicameral
legislatures, we use a simple average of upper and lower house outcomes.

Source is online summaries of elections. See, for example,
https://en.wikipedia.org/wiki/2021_German_federal_election. Sample is
all EU member states and country-years when there is an election.
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Appendix 2: Table 1. Summary statistics

Sample is all manufacturing firms. Number of Employees is raw for this table but is natural log for subsequent tables. Foreign-owned firm has foreign ownership percentage greater
than zero. Each cell reports the mean of annual observations, the standard deviation in parentheses, and the total number of observations in brackets.

Total Factor Unstandardized Labor Number of  Capital to Number of Number of Fraction of foreign
Productivity TFP Productivity =~ Employees  Labor Ratio domestic- foreign- ownership in foreign-
(TFP) (1000 euro) owned owned firms owned firms
Firms
Austria -0.32 -0.10 27.08 4243 295 51 0.31
(0.73) (0.28) (60.28) (8246.55) (850.54) 16 (0.35)
[206] [206] [188] [343] [236] [277]
Belgium 0.13 0.01 107.91 1663 103 171 0.48
(1.21) (0.55) (551.79) (8158.22) (740.94) 80 (0.43)
[1426] [1430] [1420] [1945] [1508] [1186]
Bulgaria 0.71 0.22 7.11 1015 34 2 0.37
(1.12) (0.37) (8.74) (600.06) (20.01) 0 (0.36)
[15] [15] [11] [20] [15] [20]
Croatia -1.18 -0.29 -1.46 902 112 17 0.29
(1.08) (0.35) (13.20) (1394.31) (288.07) 9 (0.33)
[103] [103] [65] [151] [106] [87]
Cyprus -0.54 -0.13 164.39 269 1236 13 0.20
(0.49) (0.12) (408.94) (241.77) (2351.31) 16 (0.21)
[2] [2] [41] [102] [46] [44]
Czech Republic -0.14 -0.04 27.82 1212 106 59 0.82
(0.90) (0.27) (274.74) (2650.91) (955.71) 32 (0.32)
[483] [483] [470] [651] [497] [352]
Denmark -0.14 -0.02 63.54 1491 417 143 0.30
(1.41) (0.40) (308.87) (4428.68) (2399.67) 116 (0.42)
[36] [36] [811] [1094] [730] [593]
Estonia 0.09 0.02 20.08 733 163 7 0.45
(0.36) (0.08) (24.84) (690.76) (192.10) 0 (0.35)
[] [] [36] [49] [23] [49]
Finland -0.22 -0.07 33.23 1416 203 161 0.44
(0.84) (0.28) (138.17) (6645.79) (550.05) 227 (0.46)
[2214] [2214] [2066] [3104] [2302] [1004]
France 0.18 0.07 34.31 11209 269 297 0.23
(1.01) (0.34) (144.84) (37857.67)  (2875.05) 191 (0.32)
[1817] [1817] [1157] [2559] [1844] [1577]
Germany -0.04 0.00 33.12 3165 196 574 0.33
(0.87) (0.38) (139.23) (3582.31) (2459.34) 600 (0.41)
[5961] [5961] [6054] [8355] [6461] [3388]
Greece -1.47 -0.46 6.58 589 156 121 0.22
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(0.37) (0.14) (31.34) (1145.55) (251.71) 86 (0.31)

[9] [9] [510] [1475] [1158] [700]

Hungary -0.17 -0.07 16.80 2176 97 25 0.54
(0.86) (0.35) (50.20) (5243.72) (147.02) 22 (0.36)

[220] [220] [164] [321] [227] [139]

Ireland -0.32 -0.08 58.85 2386 227 66 0.46
(0.30) (0.09) (229.08) (11657.72) (449.34) 42 (0.39)

[7] [7] [229] [441] [262] [282]

Italy 0.12 0.04 33.61 789 276 610 0.40
(0.93) (0.37) (222.79) (4279.76) (3927.35) 1013 (0.43)
[10750] [10750] [9494] [13868] [11016] [4006]

Latvia -0.72 -0.20 6.51 607 108 15 0.59
(0.42) (0.14) (11.72) (473.83) (166.08) 2 (0.39)

[7] [7] [77] [115] [42] [101]

Lithuania 1.91 0.85 7.67 606 106 41 0.44
(3.21) (1.24) (28.42) (575.78) (231.44) 29 (0.38)

[20] [20] [386] [560] [98] [291]

Luxembourg 266.05 28518 18 0.38
(750.13) (70828.29) 0 (0.34)

846] [93] [99]

Malta 50.30 105 1 0.23
(34.57) (72.07) 3 (0.07)

(8] [14] [4]

Netherlands 0.21 0.07 123.51 2227 1425 276 0.56
(1.33) (0.45) (523.82) (10718.68) (26233.88) 206 (0.46)
[864] [864] [1786] [2989] [1839] [1492]

Poland 0.35 0.11 18.05 1461 111 193 0.59
(1.34) (0.46) (51.92) (5031.72) (347.46) 131 (0.42)
[931] [940] [1064] [2164] [1039] [1063]

Portugal 0.13 0.06 63.98 1130 272 47 0.54
(1.15) (0.45) (418.42) (2342.98) (992.02) 55 (0.42)

[568] [568] [385] [720] [562] [310]

Romania 0.36 0.15 16.57 12645 75 5 0.38
(1.02) (0.38) (16.53) (13510.76) (56.75) 0 (0.36)

[18] [18] [20] [26] [19] [26]

Slovakia 0.03 0.02 15.63 1482 93 26 0.77
(1.44) (0.48) (61.64) (2836.96) (240.12) 16 (0.28)

[137] [137] [109] [205] [142] [102]

Slovenia 0.10 0.27 8.61 4382 72 6 0.06
(1.47) (0.81) (13.00) (4328.74) (42.27) 0 (0.17)

[9] [9] [22] [39] [26] [39]

Spain -0.17 -0.05 38.70 1089 221 363 0.54
(0.90) (0.30) (181.94) (4253.62) (2043.85) 343 (0.43)
[4560] [4565] [4229] [5856] [4670] [2557]
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Sweden

U.K.

All EU

Bosnia

Liechtenstein

Norway

Russia

Switzerland

Turkey

All Non EU

Total Observations
Number of observations
with non-zero foreign ownership

-0.34
(1.02)
[1630]
-0.17
(0.69)
[54]
0.00
(0.99)
[32052]
-1.19
(0.22)
[12]

-0.04
(1.02)
[2475]
0.39
(1.60)
[24]
0.22
(1.30)
[186]

-0.02
(1.05)
[2697]
34749

8018

-0.19 54.37 1220
(0.46) (234.10) (5710.23)
[1632] [2625] [3284]
-0.05 108.67 802
(0.22) (533.73) (3322.81)
[54] [10169] [14491]
0.00 55.33 1653
(0.38) (296.77) (9656.03)
[32079] [43642] [65034]
-0.67 4.93 3509
0.17) (3.95) (2225.50)
[12] [13] [14]
25.03 6636
(33.72) (9743.47)
[20] [31]
0.00 275.01 669
(0.49) (815.06) (2822.66)
[2487] [991] [3378]
0.15 73.62 7299
(0.61) (410.71)  (16843.04)
[24] [605] [942]
0.17 46.53 8413
(0.66) (101.24)  (26170.28)
[186] [420] [754]
14.58 990
(69.56) (1698.30)
[51] [257]
0.01 153.47 4080
(0.50) (596.90)  (15292.18)
[2709] [2100] [5376]
34788 45742 70410
8028 13148 20480

1207
(26395.90)
[2538]
431
(6954.22)
[10194]
370
(8913.03)
[47600]
192
(87.42)
[12]

2322
(17003.53)
[2883]
428
(2172.41)
[250]
447
(1358.21)
[420]
40
(133.42)
[81]
1918.36
(15157.60)
[3646]
51246
12511

214

1263

4712

315

25

22

32

398

5110

229

1450

4987

178

147

114

70

510

5497

0.31
(0.42)
[1151]

0.46
(0.46)
[6240]

0.43
(0.44)

[27179]

0.33
(0.17)

(5]

0.55
(0.47)
[1097]
0.22
(0.32)
[863]
0.18
(0.22)
[589]
0.33
(0.34)
[226]
0.35
(0.41)
[2780]
29959
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Appendix 2: Table 2. Host country business environment measures and Unstandardized manufacturing TFP

This table reports selected coefficient estimates from Table 2 regressions extended with host country business environment
proxies and interactions with EU dummy and foreign ownership. Dependent variable is unstandardized TFP for comparison
to findings for standardized TFP reported in Panel A of Table 3. All specifications include Industry x Year fixed effects.
Constant and control variables are not reported to save space. See Table 2 and appendix 1 for variable definitions for details
of specification and variables. =, =, and === indicate statistical significance at the 10%, 5%, and 1% level respectively.

Dependent variable is Unstandardized TFP

FO% and BusEnv FO dummy and BusEnv
Disclosure Investpr Anti-Corruption Disclosure Investpr Anti-Corruption
Protection Protection
1) 2 (3) (4) (5) (6)
EU x ForOwner 4 50714 0.0342 0.0662%+* 0.0161 0.0650%* 0.0314%*
x BusEnv
0.0163 0.0345 0.0203 0.0121 0.0259 0.0144
EU x ForOwner 0.162 -0.0474 -0.393** 0.0121 -0.269 -0.149
0.117 0.228 0.161 0.0851 0.164 0.108
EU x BusEnv 0.0126** 0.0221* -0.0423*** 0.0108 0.0163 -0.0401***
0.00534 0.0121 0.00952 0.00679 0.0146 0.00994
ForOwner x 0.0157 0.0143 -0.0520%** -0.0165 -0.0337 -0.0255**
BusEnv
0.0163 0.035 0.0187 0.0121 0.026 0.0128
EU -0.0651 -0.108 0.321*** -0.0550 -0.0755 0.301***
0.04 0.0774 0.0682 0.0524 0.0967 0.0716
ForOwner -0.185 -0.173 0.352** 0.0431 0.144 0.158
0.115 0.23 0.155 0.0845 0.167 0.103
BusEnv 0.00300 0.00170 0.0214*** 0.00679 0.00654 0.0199**
0.00587 0.0134 0.00812 0.00744 0.0168 0.00854
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Appendix 2: Table 3. Home country business environment measures and unstandardized manufacturing TFP

This table reports selected coefficient estimates from Table 2 regressions extended with home country business
environment proxies and interactions with EU dummy and foreign ownership. Dependent variable is unstandardized
TFP for comparison to findings for standardized TFP reported in Panel A of Table 4. See Table 2 and Appendix 1 for
variable definitions and details of specification. All specifications include Industry x Year fixed effects. Constant and
control variables are not reported to save space. *, **, and **x indicate statistical significance at the 10%, 5%, and 1%
level respectively.

Dependent variable is Unstandardized TFP

Disclosure Investor Protection Anti-Corruption
(4) (%) (6)
EU x ForOwner x BusEnv 0.112* 0.427%** 0.0443
0.064 0.152 0.264
EU x ForOwner -0.599** -2.332%** -0.276
0.285 0.755 2350
EU x BusEnv -0.116* -0.403*** -0.0271
0.0607 0.148 0.235
ForOwner x BusEnv -0.0794 -0.336** -0.0344
0.063 0.152 0.264
EU 0.435 2.031*** 0.0373
0.299 0.701 2101
ForOwner 0.434 1.875** 0.212
0.271 0.745 2356
BusEnv 0.0807 0.306** 0.0314
0.0601 0.149 0.235
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Appendix 2: Table 4. External financial dependence, the global credit crisis, and Unstandardized TFP

This table extends the Table 2 baseline regressions with a proxy for the external financial dependence of the firm as in
Table 5 but replaces standardized TFP with raw unstandardized TFP. See Table 2 and Appendix 1 for variable definitions
and details of specification. All specifications include Industry x Year and country fixed effects. Constant and control
variables are not reported to save space. x, **, and **x indicate statistical significance at the 10%, 5%, and 1% level
respectively.

All firm-years 2008 to 2009 only
Unstandardized TFP Unstandardized TFP
EU x Dependence x ForOwner 0.0708*** 0.0300
0.0237 0.044
ForOwner -0.0537** -0.122%**
0.0219 0.0457
Dependence 0.0354** 0.0566
0.0175 0.0406
ForOwnerx Dependence -0.0567** -0.0355
0.0219 0.0403
EU 0.0251 -0.176***
0.0398 0.039
EU x ForOwner 0.110*** 0.176***
0.0243 0.0552
EU x Dependence -0.0640*** -0.0637*
0.0134 0.0341
Observations 32476 6210
R-squared 0.057 0.068
Number of industry-years 432 68
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Appendix 2: Table 5. Repeating the baseline regressions over country subsets for recent EU accessions and
unstandardized manufacturing TFP

This table runs the regressions of Table 2 over subsets of countries and years to focus more precisely on associations
between manufacturing outcomes and host country EU membership. Dependent variable is unstandardized TFP for
comparison to findings for standardized TFP reported in Table 6. In Panel A, the sample is countries that joined the EU
in 2004 versus countries that joined later. The time period is 2001 to 20086, that is, three years before the 2004 event and
three years starting with that event. In Panel B, the sample is countries that joined the EU in 2004, 2007, and 2013 versus
countries that never joined the EU. The time period is 2001 to 2014. See Table 2 and Appendix 1 for details of
specification and variables. All specifications include Industry x Year and country fixed effects. Constant and control
variables are not reported to save space. =, **, and *** indicate statistical significance at the 10%, 5%, and 1% level
respectively.

EU Join indicates 2004  EU Join indicates 2004, 2007, or 2013

EU Join x ForOwner 0.143 0.159***
0.0894 0.0285
EU Join 0.0525 0.867***
0.141 0.0623
ForOwner -0.117 -0.0971***
0.0856 0.0253
Observations 509 4.262
R-squared 0.166 0.088
Industry-years 131 389
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