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Relocation and competitiveness – impact 
on the host country

• Increasing economic activity, directly (via the affiliate) and 
indirectly (via suppliers)

• Important role in establishing higher technology production, 
upgrading (spillovers?)

• Role in increasing competitiveness in foreign markets –
higher growth of exports and overall foreign trade

• Net job-creation, higher wages, in some cases employing 
less skilled workers, more prone to falling out of the labour 
market

• Additional FDI through reinvested earnings, and additional 
tax revenues – though repatriation of profits substantial –
BOP impact

• Additional demand for infrastructure development



• Database: 65 cases on declared company 
relocations to and from Hungary, between July 2003 
– 12th of September 2005

• Sector and product level data (foreign trade and 
output)

• Relocation: companies move part of their production 
processes and/or service functions to a subsidiary in 
a cheaper location

• Concentrating on host country impact
• Relation to FDI: every fifth project in the analysed 

period

Methodology
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Characteristics of relocation to 
Hungary 1 – Nationality of investors
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Characteristics of relocation to 

Hungary 2 – Sectors affected
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Characteristics of relocation to Hungary 3 
– Other foreign sites involved
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Characteristics of relocation to Hungary 4 –
Labour market impact in the host country

• Net job creation in 44 
cases: ~7000 (8200-
1200)

• No. of jobs lost in 
other countries: 
usually lower than no. 
of created in Hungary

• Top job-creating 
sectors: electronics 
(3100), business and 
related services (2200)
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Characteristics of relocation to Hungary 5 
– Size/extent of capacities transferred

• Illustrated by 
electronics sub-sectors

• Transfer of capacities: 
smaller than percieved

• Mainly export-oriented 
capacities (higher 
ratios for exports)

• Germany: more 
affected than the EU-
15 average
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