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Abstract: We study the role of foreign direct investment (FDI) flows in making EU locations (countries and regions) 
access the knowledge base relevant for the development of green and digital technologies. More precisely, drawing on 
recent research on the role of FDIs for the green and the digital transition, we investigate the extent to which inward 
and outward innovative FDIs – i.e., both greenfield foreign investments and cross-border mergers and acquisitions 
(M&As) with an innovative content – can constitute a channel through which European countries and regions are 
exposed to the external knowledge that can combine internal one in the development of green and digital technologies. 
Technological knowledge sourcing is in fact an important channel for the enrichment of the knowledge base already 
available in European regions. FDIs lead to knowledge flows regarding combinations of management practices, work 
organisations and, especially for innovative FDIs, technological expertise. The analysis entails in two steps. After having 
identified European Union (EU) green and digital patents, we first analyse their evolution over time and geography. In 
doing so, we show how the distribution of the two technologies across EU countries changes in recent years, as well as 
the location of the knowledge base – captured by the country of the patents that EU green and digital patents cite – 
relevant for their development. In the second step of our analysis, we rely on a gravity-modelling framework to 
understand whether the knowledge base of green and digital technologies developed in EU metropolitan and NUTS 3 
regions correlate with innovative FDIs –namely EU innovative inward and outward greenfield FDIs and cross-border 
M&As. 
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