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Abstract:  
 Foreign direct investments represent the most important and stable source of external 
financing of all states of the world, irrespective of their level of development. 

 In Romania’s path from the elimination of the centralized economy and up to nowadays, 
foreign direct investments were also a source of economic growth, a financing source, and a means 
of acceleration in the process of transition, a contributor to the capitalization of the wealth of the 
country but also a real barometer of the economic situation. 

The aim of this article is to analyse the foreign direct investment flows in the Romanian 
economy after 1990 according to the 3 stages of qualitative evolution of the Romanian market 
economy : the period of transition to the market economy (1990-2003), the period of the market 
economy, of pre-accession to the Union (2004-2006), the period of the first 4 years of membership 
in the European Union (2006-2010), the main focus of the research being on outlining the place of 
the national economy in the South Eastern European region, as well as in the European Union.  

In 20 years of activity to attract international investments, foreign direct investments have 
covered on average current account deficit of about 60%. 

In the last two decades, Romania was the leader of the South East European region (7 
countries), the investors were directing  to our country more than 33%  of their investments. 

The best results achieved by Romania in FDI were recorded in 2003-2006 when total 
investment flows accounted for about 8% of GDP. 
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1.Introduction  

 
Unprecedented expansion of foreign direct investment is one of the significant 

developments in the world economy. In their evolution, FDI met obstacles and critics. Today, 
foreign direct investments have become a desirable character, widely recognized, all countries being 
in a fierce competition to attract them. 

Internationally, the renowned independent researchers and those grouped around the 
widely recognized international organizations (UNCTAD/United Nations, IMF, World Bank) show 
extensive quantitative and qualitative study concerns the phenomenon of the investment,  literature 
is replete with treating the phenomenon, most authors considering their positive contribution to 
growth, the welfare of the nation in general. 

In Romania, research and analysis of foreign direct investment is subject to the concern of 
many economists and institutions (NBR, NIS, NTC, Institute of World Economy, Romanian Center 
for Trade and Investment Promotion) and UNCTAD edits, annually, worldwide extensive 
monographs on foreign direct investments. 
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Although, sometimes, there are discrepancies in the presentation of statistical data on 
annual flows and FDI stocks, using methods of observation, methods of comparison and 
generalization methods, the results of our research highlights the place occupied by Romania in the 
regional context in the race to attract FDI,  in the dynamic of the last 20 years.  

We considered necessary this step because there were and there are in Romnaian society 
many voices praising or criticizing the investment efforts of our country, presentation of FDI in 
Romaian economy  in a regional context could clarify these views. 

The methodology used is based primarily on the methodology prescribed by the balance of 
payments manual of the International Monetary Fund, 5th edition (BPM5), used as the UNCTAD 
World Investment Report and the National Bank , for the period 1990-2010. 

 
2. Foreign direct investments in the period of transition to the market 
economy 

 
The spread of transition as an economic phenomenon is a delicate conceptual problem, 

because before the events from „there was no transition theory but certain scenarios of coming out 
of communism which were known only in certain economic environments” [1].  

Transition might have as an end point the year 2003, when the European Union gave the 
Romanian economy for its progress, the statute of functional market economy, even if Romania of 
that year only fulfilled two nominal convergence criteria of the five requested by the Union (the 
budget deficit and the public debt). 

The volume of foreign direct investments drawn in the national economy in the transition 
period to the market economy, 1990-2003 were of only 11 billion dollars in current prices, 
distributed in 97.229 companies with foreign capital. 

This situation can be explained in the period 1990-2000 through the existence of some 
important limits in the promotion policy of foreign direct investments, as follows:  
- the absence of a national industrial policy which could have set a series of priorities in the 
development of industrial branches which would have allowed an active policy of granting subsidies 
on qualitative criteria, and the most important thing, this would have allowed the investors to have a 
long and medium term policy regarding the options of Romania;  
- the absence of the industrial policy has determined implicitly the absence of the tools for this 
accomplishment, limiting the activity of drawing foreign investments to general promotion actions, 
as well as an attitude, an action which is not always very friendly and coordinated by fiscal, customs 
and administrative bodies as opposed to the foreign investors;  
- inflation which could not be controlled affected the entire population of the country and altered at 
the same time the business environment and the foreign investments flow;  
- maintaining up to 1997 the difficulties of the foreign investor to purchase the land needed for 
foreign investments in Romania;  
- the slow rhythm of privatisations, the late emergence of Romania on that market in 1996 when the 
interest for the area was either satisfied or considerably decreased as an effect of the events from the 
former Yugoslavia or of the financial crisis from Russia; 
- the high level of taxation; 
- the repeated declassifications of Romania carried out by the international rating agencies as an 
effect of the hesitations registered in the management of the reform;   
- the lack of promoting Romania’s offer on an international level,  increased by the abolition of the 
institution in 1997 (The Romanian Development Agency).  

Starting with 2000, the economic policy had to face a double challenge: internally, it was 
required the interruption of the negative trend from the previous years and the recovery of the 
healthy, sustainable economic growth accompanied by a significant reduction of the inflation rate; 
externally, there were undertaken measures to consolidate the favourable performances from 1999 
in the sense of maintaining the current account deficit under 4 percents from GDP and the growth of 
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the international official reserves, with the effort of regaining the trust of the external business 
environments and of coming back to the private capital markets.  

From 2001, the priorities of the economic policy were aiming at the stimulation of the 
economic growth at the same time with the reduction of the inflation rate, both objectives being 
regarded from the context of Romania’s preparation for the accession to the European Union.  

In order to be able to have a correct image on foreign direct investments in the Romanian 
economy, in the transition period, the enlargement of the analysis of their values in the regions 
indicates the fact that although the foreign investment flows drawn by Romania in the transition 
period did not sum up to consistent amounts, in this period Romania was the leader of the South-
Eastern European Region, being followed by Croatia and Bulgaria: 
 
Table 1. Evolution of foreign direct investments incomings in the South-Eastern European countries 

in the period 1990-2003, million USD 
  1990-1995 Total 
Country Average 1996-2003 
Romania 162 10063 
Albania 42 861 
Bosnia Herzegovina  1144 
Bulgaria 57 6663 
Croatia 120 9458 
Macedonia 17 1059 
Serbia and Montenegro 82 2592 
Total 480 31840 
Share Romania 34% 32% 
Share Bulgaria 12% 21% 
Source: processed after UNCTAD, World Investment Report 2003, p. 305-306, World Investment 
Report 2005, p. 306-307. 
 
3. Foreign direct investments in the pre-accession period to the European 
Union 

 
The last 3 years preceding the moment of Romania’s accession to the European Union 

underlined successive growth of the Romanian economy, induced by the intensification of foreign 
investments, the growth of the labour productivity and the growth of the production oriented 
towards export, as well as the growth of the internal consumption demand, under the circumstances 
of an improved European economic climate, characterised by the recovery of the EU economy.   

At the same time, the significant economic performances of Romania were supported by a 
favourable international economic situation, with a strong growth of the world economy, bursting 
international trade, high prices of the goods and low costs of international financing.  
Under these circumstances, the growth rate for the Romanian economy registered an average of 
8,5% in 2004 and 7,7% in 2006, reaching and overcoming the maximum levels of the GDP growth 
rate of UE25.  

In the entire period 2004-2006, the configuration of the economic policies and actions 
carried out by authorities were subsumed to the context of preparing Romania’s economy for the 
accession to the European Union on 1 January 2007. Therefore, the Romanian economy continued 
the favourable evolutions with respect to deflation and economic growth, along with the more 
pregnant manifestation of certain risks, especially in what the deepening of the current account 
deficit of the payment balance is concerned [4].  
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Table 2. Value of foreign direct investments and of the current account balance in 2004-2006 

  2004 2005 2006 
      
Total flows of ISD (mil euro) 5.183  5.213  9.060  
Flows of ISD without significant privatisations* (mil euro) 3.503  4.413  6.860  
Current account balance (mil euro) -5.099  -6.888  -10.156  
Degree of covering the current account deficit through ISD 
(%) 

101,6% 75,7% 89,2% 

* Privatisations higher than 10 million Euro 
Source: processing according to Chircă C, „Foreign direct investments in Romania”, BNR, 2008, p. 
3 and 12 

 
A strong impetus was induced by the foreign direct investments in this period, by the 

reduction of the tax on profit from 25% to 16% and the introduction of the single tax rate from 
2005, the perspective of maintaining this tax under the consequences of Romania’s membership to 
the European Union, making thus Romania the most friendly fiscal member of the Union. This 
impetus was connected to the sustained economic growth and the good results of the branches of 
other transnational companies from Romania.  

The performance of Romania in drawing foreign direct investments in the period 2004-
2006, mirrored through the growth of the foreign investments stock in current prices from 12,2 
billion dollars in 2003 (almost 500 dollars per inhabitant) to 45,5 billion dollars in 2006 (almost 
2.100 dollars per inhabitant) might be better appreciated if it is analysed in comparison with the 
accomplishments of the neighbouring countries in the South-Eastern Region of Europe and 
Bulgaria, and especially the colleague of our country in the process of accession to the European 
Union. 

In other words, Romania has drawn in the period of 3 pre-accession years 43% of the 
volume of investments of the 7 countries of the region, a double level as opposed to the Bulgarian 
one and a triple level as opposed to Croatia country which in the last 8 years brought a lower 
volume of investments with only 1 billion dollars as opposed to Romania.  
 

Table 3. Evolution of annual foreign direct investments incomings in the South-Eastern European 
countries in the 2004-2006, in billion USD 

        total  
Country 2004 2005 2006 2004-2006 
Romania 6.517  6.483  11.394  17.877  
Albania 338  277  325  602  
Bosnia Herzegovina 668  521  423  944  
Bulgaria 3.452  3.862  5.172  9.034  
Croatia 1.227  1.790  3.556  5.346  
Macedonia 157  100  351  451  
Serbia and Montenegro 1.029  2.090  5.128  7.218  
Total 13.388  15.123  26.349  41.472  
Share Romania 49% 43% 43% 43% 
Share Bulgaria 26% 26% 20% 22% 
Source: processed after UNCTAD, World Investment Report 2007, p. 254 
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The activity of trans-border mergers and acquisitions carried out in Romania by 
transnational operators contributed with 39% to the foreign direct investments volume drawn in this 
period, registering both an increase of the number of transaction and of the total value:  
 
 

Table 4. Evolution of trans-border mergers and aquisitions 2004-2006, mld. USD 
  2004 2005 2006 total 
FDI received annualy 6,44  6,48  11,37  24,29  
Trans-border M&A  2,20  1,85  5,32  9,37  
Share no. of transactions 34% 29% 47% 39% 
 12  41  44  97  
Source: processed after UNCTAD, World Investment Report 2007,annex B4, p. 273; World 
Investment Report, A.I.3 2011, p. 195 
 

The number of Greenfield investment projects was also increased from 171 in 2004, to 235 
in 2005 and 375 in 2006 [8]. 
 
4. Foreign direct investments in the period of the first four years of 
membership in the European Union 

 
In the four years of membership in the European Union, foreign direct investments in the 

national economy 32,25 billion dollars in current prices, representing a share of almost 5% of the 
gross domestic product for the analysed period.  

The economic crisis in the national economy from the second half of the year 2008 
interrupted the foreign direct investments flow: after they reached the absolute record of almost 14 
billion dollar in current prices in 2008, they went down by almost 70% in the following year, 
coming back practically to the level of almost 4 billion dollar per year, a level characteristic for the 
years 2004-2006 

In the lack of significant privatisations along the analysed period (the privatisations 
included in the total number of foreign direct investment flows did not reach 1 billion Euro, they 
were below5%), the degree of coverage for the current account deficit oscillated 43% and 67,5%. 

 
Table 5. Annual evolution of the foreign direct investments and of the current account balance in 

Romania in the period 2007-2010, mld. Euro 
  2007 2008 2009 2010 
       
Total number of FDI flows  7.250  9.496  3.488  2.220  
FDI flows with no significant privatisations  7.250  8.623  3.488  2.220  
Current account balance -16.950  -16.157  -5.168  -4.969  
Degree of covering the current account deficit 
through FDI 

42,8% 58,8% 67,5% 44,7% 

Source: processed after the annual NBR reports, 2007-2010 
 
In its last four years of membership in the European Union, Romania has drawn foreign 

investments which represent a share of 1,62% of the total number of foreign direct investments in 
the European Union in the period 2007-2010.  

If from the total number of foreign direct investments drawn by the Union we leave out the 
investments drawn by the 3 large European economies (Germany, France, Great Britain) which 
cumulated 40%, the Romanian share in the investments drawn by the other 24 economies of the 
Union grows by 2,71%. The best classification of Romania was in 2008 when it 2,85% of the total 
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number of foreign direct investments in the Union, respectively 4,24% of the total number of the 
other member of the Union except for Germany, France and Great Britain.   

As a member of the European Union, Romania is classified on the 12th position in the 
classification of the attractiveness of foreign direct investments in the period 2007-2010, right under 
the position occupied by Italy and Austria, but also above the position occupied by Bulgaria The 
Czech Republic, Hungary, Portugal, etc.   

The annual value of foreign investments drawn by Romania was of 44% of the European 
Union average, the annual maximum limit of 77% being reached in the year of economic crisis 
2008.   
 

Table 6. The evolution of foreign direct investments drawn by the European Union in the period  
2007-2010, million USD: 

Place  Country 2007 2008 2009 2010 total 
1 Great Britain 196.390  91.489  71.140  45.908  404.927  
2 Belgium 93.429  142.041  23.595  61.714  320.779  
3 France 96.221  64.184  34.027  33.905  228.337  
4 Spain 64.264  76.993  9.135  24.547  174.939  
5 Germany 80.206  4.218  37.627  46.134  168.185  
6 The Netherlands 119.383  3.577  34.514  -16.141  141.333  
7 Sweden 27.737  36.771  10.322  5.328  80.158  
8 Poland 23.561  14.839  13.698  9.681  61.779  
9 Ireland 24.797  -16.453  25.960  26.330  60.634  
10 Italia 40.202  -10.845  20.073  9.496  58.926  
11 Austria 31.154  6.858  7.011  6.613  51.636  
12 Romania 9.921  13.910  4.847  3.573  32.251  
13 Luxemburg -28.260  9.785  30.196  20.350  32.071  
14 Bulgaria 12.389  9.855  3.351  2.170  27.765  
15 TheCzech Republic 10.444  6.451  2.927  6.781  26.603  
16 Cyprus 2.234  4.050  5.725  4.860  16.869  
17 Hungary 3.951  7.384  2.045  2.377  15.757  
18 Finland 12.451  -1.035  -4  4.314  15.726  
19 Denmark 11.812  2.216  2.966  -1.814  15.180  
20 Portugal 3.055  4.665  2.706  1.452  11.878  
21 Greece 2.111  4.499  2.436  2.188  11.234  
Place  Country 2007 2008 2009 2010 total 
22 Slovakia 3.581  4.687  -50  526  8.744  
23 Estonia 2.725  1.731  1.838  1.539  7.833  
24 Lithuania 2.015  2.045  172  629  4.861  
25 Latvia 2.322  1.261  94  349  4.026  
26 Slovenia 1.514  1.947  -582  834  3.713  
27 Malta 1.006  845  760  1.041  3.652  
             
  total UE 850.615  487.968  346.529  304.684  1.989.796  
  average UE 31.504  18.073  12.834  11.285  73.696  
  Ro as opposed to the 

average 
31% 77% 38% 32% 44% 

  Share Ro 1,17% 2,85% 1,40% 1,17% 1,62% 
Source: processed after UNCTAD, World Investment Report 2011, p. 187 
 

If we analyse the foreign direct investments drawn by the last 10 states which adhered to 
the European Union (including Romania), respectively the Eastern-European countries which 
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adhere in 2004 and the ones from 2007, Romania is situated on a honourable 2nd place and 
cumulates 17% of the total volume of investments drawn by the 10 countries:  
 
 
 
 
 
 
Table 7. Evolution of foreign direct investments in the 10 ECC countries European Union members 

(which adhered in 2004 and 2007),in the period 2007-2010,  million USD 
 Country 2007 2008 2009 2010 total 
Poland 23.561  14.839  13.698  9.681  61.779  
Romania 9.921  13.910  4.847  3.573  32.251  
Bulgaria 12.389  9.855  3.351  2.170  27.765  
Cehia 10.444  6.451  2.927  6.781  26.603  
The Czech Republic 3.951  7.384  2.045  2.377  15.757  
Hungary 3.581  4.687  -50  526  8.744  
Slovakia 2.725  1.731  1.838  1.539  7.833  
Lithuania 2.015  2.045  172  629  4.861  
Latvia 2.322  1.261  94  349  4.026  
Slovenia 1.514  1.947  -582  834  3.713  
Total countries EEC 
EU 

72.423  64.110  28.340  28.459  193.332  

Share Ro 14% 22% 17% 13% 17% 
Source: processed after UNCTAD, World Investment Report 2011, p.187 
  

In the 4 years under EU umbrella, the foreign direct investments stock received by the 
Romanian economy increased by almost 70% reaching 70 billion dollars in current prices.  
As compared to other states situated in the South-Eastern Europe, Romania started to b detached, 
although it had lost from the share of 43% it had four years ago.  
 
Table 8. Evolution of annual foreign direct investments entries in the countries from South-Eastern 

Europe in the period 2007-2010, million USD 
 Country 2007 2008 2009 2010 total 
Romania 9.921  13.910  4.847  3.573  32.251  
Albania 656  988  979  1.097  3.720  
Bosnia Herzegovina 2.080  932  246  63  3.321  
Country 2007 2008 2009 2010 total 
Bulgaria 12.389  9.855  3.351  2.170  27.765  
Croatia 5.035  6.179  2.911  583  14.708  
Macedonia 693  586  201  293  1.773  
Serbia  3.439  2.955  1.959  1.329  9.682  
Montenegro 934  960  1.527  760  4.181  
Total 35.147  36.365  16.021  9.868  97.401  
share Romania 28% 38% 30% 36% 33% 
Source: processed after UNCTAD, World Investment Report 2011, p.190 
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In the analysed period, the trans-border mergers and acquisition carried out by Romania 
were reduced, their share representing only 10% of the total number of investments carried out by 
the national economy: 

Table 9. Evolution of trans-border mergers and acquisitions in Romania, 2007-2010, mld. dollars: 
  2007 2008 2009 2010 total 
FDI received yearly 9,92  13,91  4,85  3,57  32,25  
Trans-border M&A  1,92  0,99  0,31  0,15  3,38  
Share 19% 7% 6% 4% 10% 
No. of transactions 48  38  18  17  121  
Source: processed after UNCTAD, World Investment Report, A.I.3 2011, p. 195 

In exchange, the number of Greenfield projects was important: 371 in 2007, 360 in 2008, 
204 in 2009 and 218 in 2010 [8]. 

 
5.Conclusions 
 

The investment attraction of Romania is pointed out by the performance index of the 
foreign direct investments incomings according to which the country was on the 32th place out of 
141 analysed countries in 2007, by the index of the potential of drawing foreign direct investments 
according to which Romania was on the 69th place, as well as by the performance of foreign direct 
investments outgoings index according to which Romania was on the 91st place of the 128 countries 
analysed by UNCTAD [8]. 

By the performance index, our country was placed on the 25th in 2005, on the 21st in 
2006, in 2007 place 32nd, after in 1995 the place was 83, in 2000 position 64th, in the next 2 years 
place 76th, place 57th în 2003 and position number 35 in 2004, and by potential index, evoluţia the 
evolution of Romania was from the position number 87th in 1995, to position 94th în 2000, position 
86th in 2001, place 77 in 2002 and position number 81st în 2003. 

After 20 years, with a stock of foreign direct investment over 70 billion dollars in current 
prices (over 33% of the total), Romania is the absolute leader of the South-Eastern European area 
which also includes other 6 countries (Albania, Bosnia and Herzegovina, Bulgaria, Croatia, 
Macedonia, Serbia and Montenegro). 

Also, in the four years of EU membership, Romania ranked 12, with a share of nearly 2% 
of 27 countries, ahead of countries like Hungary, Czech Republic, Portugal. 

In dynamic, cumulative annual flows of FDI received by Romania had a sinuous evolution: 
from 2% of GDP in transition period, 8% of the GDP in pre-accesion period  to the European Union 
and then to 4.6% in theperiod of the first four years of membership in the Union. 

Golden Era of attracting FDI by Romania was 2003-2006, when, with an annual average of 
$ 8 billion, the country has attracted international investment over 8% of GDP. In the coming years, 
although the average annual FDI attracted remained at $ 8 billion, stronger GDP growth has made 
international investments represented only 4.6% of GDP. 

In spite of some voices which predict the recovery of the foreign direct investments flows, 
we consider that the business post-crisis environment is still uncertain, but the imbalances in the 
fiscal and financial sectors from certain developed states, correlated with the growth of inflation and 
the overheating signs from the man emerging markets could delay the recovery of the foreign 
investment flows.  
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