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Abstract 

The main purpose of this paper is to verify empirically the changes of the foreign direct investment flows 
received by Romanian economy after the global economic crises. The analyses presented are based on a 
series of relevant macroeconomic indicators concerning the net foreign direct investment inflows for the 
years 2007-2014. According to the empirical evidence, the year 2009 was a turning point, Romania 
facing not only a significant decrease of foreign direct investment inflows but also a lack of interest from 
foreign investors to develop new business.  
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Introduction 

The effects of economic crisis upon European economies has been very different,  depending on 
the specific conditions existing at that time as well as the economic measures taken in order to 
minimize the negative impact. States that have realized that direct investment can be “a driver of 
economic recovery”, understanding that “at any moment, entrepreneurs can pack and go 
elsewhere with their creative initiative”, have taken measures to support and stimulate the 
entrepreneurial environment, managing to limit the effects of the crisis (Smick, 2009, p. 46). 

According to Eurostat data, in the years 2010 and 2011, some of the European states registered a 
positive growth of the real GDP rate, sometimes significant, even though at the level of the year 
2009 were facing decrease. This is the case of Sweden (+ 6.2%; + 3.9%), Slovakia (+ 4.2%; + 
3.3%), Estonia (+ 2.3%; + 7.6%), Germany (+ 4.2%; + 3.0%) and Finland (+ 3.3%; + 2.7%). 
Moreover, Poland, a country comparable to Romania in terms of development in the period 
before  the global economic crisis, has benefited from a steady economic growth during these 
years, respectively plus 1.6percent in 2009, plus 3.9% in 2010 and plus 4.3% in 2011. 
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Therefore, as compared with Romania, some EU member states, including Poland, Slovakia and 
Estonia managed to diminish the effects of the economic crises through the implemented 
measures.  

Taking into consideration the lack of effective economic measures, we appreciate that a 
thorough analysis of the evolution of foreign direct investment received by Romania in the years 
following the global economic crises is needed in order to better understand the development 
perspectives.  

The Description of the Problem  

Close integration into the European Union accounted for all foreign investors interested in the 
Central and East European (CEE) countries as a positive signal due to the fact that it confirmed 
the success of building a functioning market economy, having as immediate effect the reduction 
of risks associated with investing in these states. This is one of the main reasons of which the 
CEE countries integrated into the EU recorded an upward trend of inward  foreign direct 
investment started before integration, in the case of Estonia, Poland, Romania and Bulgaria, or 
with the integration, (as for example Hungary, the Czech Republic, Slovakia and Slovenia 
(Iacovoiu, 2009, p. 126). 

In respect to Romania, this statement is supported by the significant increase of foreign direct 
investment (FDI) inflows during the period 2004-2008, respectively from 5,183 euro million in 
2004 to 9,496 euro million in 2008. Also, “about 71% of investments in the economy were 
designed to create new assets, development, modernization and reconstruction of existing ones”, 
this process “being performed in a relatively large proportion (on average 33%) by the foreign 
capital” (Iacovoiu, 2013). 

The massive flows of FDI received by Romanian economy during this time were mainly due to 
the size of domestic market (second place in the region, after Poland) as well as the relatively 
lower cost of production factors compared with developed European countries (Manea and 
Pearce, 2004, p. 55-56).Given this fact, it was obvious that in the context of the global economic 
crisis, some foreign investors will relocate their activity in those countries that offer better 
conditions in terms of production costs. In addition, a decrease of foreign direct investment 
attracted by Romanian economy was expected, if we consider the fact that, in Romania, there 
have been no significant advances in terms of infrastructure development, increase 
administrative efficiency and reduce corruption. 

The objective of this paper is to verify empirically the above statement regarding the 
unfavourable changes of FDI inflows dynamic following the global economic crises. 

Dynamic of FDI Inflows at Global and Regional Level before and After 
Economic Crises 

Given the fact that economic growth is one of the main determinant of foreign direct investment 
flows (Schneider and Frey, 1985), it is obvious that FDI inflows dynamic is strongly connected 
with the evolution of annual Gross Domestic Product (GDP) growth rate. Therefore, we will 
start our approach through a brief analysis of the evolution of annual GDP growth rate and FDI 
inflows in the period 2004-2014. 

Regarding the evolution of annual GDP growth rate worldwide, according to empirical data 
provided by World Bank, we can identify three periods namely: 2004-2007 defined by 
increasing global production by an average annual rate located around 4.2%; 2008-2009 
characterized by recession and economic crisis; 2010-2014 marks the exit from the crisis and 
the increase of global production by an average annual rate of about 3% (Chart 1). 
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Chart 1. Evolution of the world annual GDP growth rate, 2004-2014 (%) 

Source: World Bank Databases, http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG 

Although the general acceptance was that the "global economic crisis", the statistics show that 
the world's regions were affected differently, meaning that regions traditionally developed, 
namely North America and Europe recorded a strong contraction of Gross Domestic Product 
while developing regions, as for example Asia, have experienced essentially only a slowdown 
due to the impact of global crisis. Compared to North America, where the production was down 
only by 0.2% in 2008 and 2.8% in 2009, Euro area was heavily affected by the crisis, registering 
negative growth rates both in 2009 (-4.5%) as in 2012 (-0.9%) and 2013 (-0.3%), which 
generated a significant GDP contraction of the European Union, respectively by 4.4% in 2009 
and 0.5% in 2012. 

Therefore, the economic crisis that started in 2008 in countries with strong financial centres and 
has expanded globally in the next year (2009), strongly affected the developed economies, the 
main sources of foreign capital. Thus, the upward trend registered by FDI inflows worldwide in 
the period 2004-2007 was followed by a divergent evolution, very similar to that recorded by 
the annual GDP growth rates (Chart 2). 

 
Chart 2. Evolution of FDI inflows worldwide, 2004-2014 (Billions US$) 

Source: UNCTAD, World Investment Report 2006, 2011 and 2015 

Compared to developments globally, developed countries, developing and transition economies 
experienced a different dynamic, depending on their economic situation, domestic policy, and 
the share of the world FDI inflows. Thus, developed countries, which hold the largest share in 
total inflows of foreign capital (55.11%) had a similar global trend, while developing and 
transition economies have followed a different trend (Chart 3). 
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Chart 3. Evolution of FDI inflows by level of development, 2004-2014 (Millions US$) 

Source: UNCTAD, World Investment Report 2006, 2011 and 2015 

The economic crisis that strongly affected  developed economies, followed by the economic 
downturn, intensified competitive pressures, accentuating the need to search for locations where 
costs were lower. This is, in our opinion, the main cause of the significant increase in FDI flows 
received by developing countries since 2010, even though the annual growth rates were lower 
compared to the period before 2009. In these circumstances, in 2014, the volume of FDI flows 
attracted by developing economies was significantly higher (by 182,635 Million US$) than the 
one received by developed countries. 

In Europe, the bulk of FDI inflows was oriented towards European Union (EU), which explains 
why the evolution registered in the period from 2004 to 2014 is very similar to the one recorded 
by developed economies (Chart 4). 

 

Chart 4. Evolution of FDI inflows, Europe and EU, 2004-2014 (Millions US$) 

Source: UNCTAD, World Investment Report 2006, 2011 and 2015 

In the period 2004-2007, FDI inflows to EU member states have continuously increased until 
2007 when it reached the maximum level (850,528 Million US$), approx. 4 times higher than in 
2004. These positive developments were due mostly both to sustained economic growth  
globally and regionally, and massive inflows of foreign capital in the countries of Central and 
South-East Europe that were integrated in the EU in 2004 and 2007 respectively. In the 
following years, 2008-2010, as a result of the economic crisis which has severely affected the 
EU member states, FDI inflows declined significantly to 388,654 Million US$, value that 
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represents only 42% of the maximum level recorded in 2007. Although 2011 brought an 
increase by 24% as compared to the previous year, the coming period (2012-2014) was marked 
by permanent decrease, so in 2014 the volume of FDI flows received by EU member states 
represented only 30% of the level recorded in 2007. 

Given the global and regional developments, it is expected that Romania also registers a 
significant decrease of FDI inflows during the period of economic crises and after. 

Methodology and Data  

Based on the IMF Balance of Payments Manual, 5th edition (BMP5), net foreign direct 
investment (FDI) inflows are compiled by National Bank of Romania (NBR) as the sum of 
equity capital (EC) and net credit (NC). 

The foreign direct investors’ net equity stakes in Romanian FDI enterprises (equity capital) is 
determined according to the following formula:  

EC = ES ± ER/NL         (1) 

where: 
ES – equity stakes; 
ER - earnings reinvested by FDI enterprises; 
NL - net loss of FDI enterprises. 

Net credit (NC) is calculated as the difference between the foreign direct investment enterprise’s 
borrowings from the foreign direct investor, intra-group included, and the loans extended by the 
foreign direct investment enterprise to the foreign direct investor (intra-group included). 

According to NBR’s methodology net foreign direct investment inflows are divided into 
greenfield, mergers and acquisitions (M&A), corporate development (DVP), and corporate 
reorganization (ROG). 

The analyses are based on the FDI indicators underlined above for the years 2007-2014, 
calculated by the NBR and the National Institute of Statistics and presented in “Foreign Direct 
Investment in Romania – Annual Report”. 

The foreign direct investment equity flows by main economic activity are analysed only for 
years 2007 and 2011-2014, as the data are not available into the annual reports. The following 
abbreviations were used for economic activities: financial intermediation and insurance (FI&I); 
manufacturing (M); construction and real estate transactions (C&RE); trade (T); energy (E). 

Results and Discussions  

The evolution of net foreign direct investment (FDI) inflows and its components for the years 
2007-2014 is presented in Table 1. 

As shown below (Table 1), before 2009, in the years 2007 and 2008, the net foreign direct 
investment inflows are not only significant but also situated on an upward trend. Comparatively, 
since 2009 net FDI inflows declined steadily and initially accelerated (net FDI inflows fell by 
64.65% in 2009 compared to 2008) until 2011,  followed by a slight increase starting 2012.  
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Table 1.Evolution of net FDI inflows and its components 

Values 
 

 
Years 

ES 
(euro 

million) 

ER/NL 
(euro 

million) 

EC 
(euro 

million) 

NC 
(euro 

million) 

FDI 
(euro 

million) 

1 2 3 4=2+3 5 6=4+5 

2007 2,220 1,327 3,547 3,703 7,250 

2008 5,265 - 392 4,873 4,623 9,496 

2009 3,118 - 1,388 1,730 1,627 3,357 

2010 4,067 - 2,243 1,824 396 2,220 

2011 4,009 - 2,497 1,512 303 1,815 

2012 2,676 - 1,881 795 1,343 2,138 

2013 2,764 - 337 2,427 285 2,712 

2014 4,222 - 1,376 2,846 -425 2,421 

Source: National Bank of Romania, Foreign Direct Investment in Romania – Annual Report, 
http://www.bnr.ro/PublicationDocuments.aspx?icid=940 , Retrieved on 10th November 2016 

The very low levels of foreign direct investment flows received by Romania during the period 
of economic crises and after are mainly due to the increase of  the net loss of FDI enterprises at 
the same time with a significant decrease of the net credit. For example, in the year 2014, the 
net loss of EUR 1,376 million is situated at a level comparable to the year 2009 ( 1,388 euro 
million). Also, for the first time, the net credit shows a negative value (425 euro million) due to 
the higher value of the loans extended by the foreign direct investment enterprise to the foreign 
direct investor (intra-group included) than the borrowings.  

Significant changes can be also highlighted in terms of the types of foreign direct investors’ 
equity stakes in Romanian FDI enterprises, as presented in the table below (Table 2). 

Table 2.Types of foreign FDI equity flows 

Val. 
 
Years 

ES 
(euro 
mil.) 

Greenfield M&A DVP ROG 
Euro 
Mil. 

% 
Euro 
Mil. 

% 
Euro 
Mil. 

% 
Euro 
Mil. 

% 

2007 2,220 385,1 17.3 233.4 10.5 1,601.5 72.2 - - 

2008 5,265 64,2 1.2 1,683.5 32 3,517 66.8 - - 

2009 3,118 19 0.6 34 1.1 3,065 98.3 - - 

2010 4,067 46 1.1 93 2.3 3,928 96.6 - - 

2011 4,009 27 0.7 86 2.1 3,896 97.2 - - 

2012 2,676 18 0.6 - 5 -0.1 2,663 99.5 - - 

2013 2,764 112 4.1 152 5.5 1,391 50.3 1,109 40.1 

2014 4,222 77 1.8 196 4.2 1,511 36 2,438 58 

Source: National Bank of Romania, Foreign Direct Investment in Romania – Annual Report, 
http://www.bnr.ro/PublicationDocuments.aspx?icid=940 , Retrieved on 10th November 2016 

In 2007, out of the total FDI equity flows, 72.2percent (EUR 1,601.5million) went to corporate 
development (DVP), 17.3% (EUR 385.1 million) were destined to greenfield investment and 
only 10.5% (EUR 233.4 million) to mergers and acquisitions (M&A).Comparatively, in the 
following years (2008-2012), the share of greenfield investment is much lower, respectively 
under 1.2%. As for the last years (2013-2014), even though the share of  greenfield investment 
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is slightly higher, the bulk of the FDI equity flows went either to corporate development (50.3% 
in 2013) or to corporate reorganization (58% in 2014). 

According to the data presented below (see Table 3 and Table 4), in the year 2007, most of the 
FDI equity flows went to financial intermediation and insurance (48% of total FDI equity flows) 
followed by manufacturing(27%), construction and real estate transactions (9.4%), and trade 
(8.6%).  

Table 3.FDI equity flows by economic activities 

Values 
(euro  
mil.) 

Years 

ES FI&I M C&RE T E 

2007 2,220 1,063.09 607.48 208 189.68 - 

2011 4,009 913 842 939 409 - 

2012 2,676 646 529 295 - 497 

2013 2,764 431 944 476 332 - 

2014 4,222 1,367 1,012 542 - 534 

Source: National Bank of Romania, Foreign Direct Investment in Romania – Annual 
Report,http://www.bnr.ro/PublicationDocuments.aspx?icid=940 , Retrieved on 10th November 2016 

As compared to 2007, in the years 2011 and 2013, the bulk of the FDI equity flowswent to a 
different economic activity, respectively construction and real estate transactions in 2011 (23.4% 
of total FDI equity flows) and manufacturing in 2013 (34.2%). Also, in the years 2012 and 
2014, significant FDI equity flows went to energy sector (E), respectively 18.6% in the year 
2012 and 12.6% in 2014.  

Table 4.The hierarchy of FDI equity flows by economic activities 

Values 
 

 
Years 

FI&I M C&RE T E 

% No. % No. % No. % No. % No. 

2007 48 1 27 2 9.4 3 8.6 4 - - 

2011 22.8 2 21 3 23.4 1 10.2 4   

2012 24.1 1 19.8 2 11 4 - - 18.6 3 

2013 15.6 3 34.2 1 17.2 2 12 4 - - 

2014 32.4 1 24 2 12.8 3 - - 12.6 4 

Source: own calculation based on empirical data presented in Table 4 

Overall, the hierarchy of FDI equity flows by main economic activity in the year 2014 is similar 
to the year 2007,  economic activities favoured by foreign direct investors being financial 
intermediation and insurance followed by manufacturing. 

Conclusions 

As a result of economic crises that  started in 2008 and has expanded globally in 2009, strongly 
affecting the developed economies worldwide, the foreign direct investment flows received by 
the European Union member states significantly decreased. Thus, the volume of FDI flows 
received by EU in the year 2014 represented only 30% of the level recorded in 2007. For 
Romania, the year 2009 was also a turning point in what concern the foreign direct investment 
inflows, resulted in both significant decreased of net FDI and changes in its structure. 
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According to the analyses presented above, the level of net FDI received by Romanian economy 
in the year 2014 represents only 25.5% of the inflows registered before the economic crises, 
respectively in the year 2008. This unfavourable evolution is mainly due to the increase of  the 
net loss of FDI enterprises at the same time with a significant decrease of the net credit. 

Significant changes has been recorded in terms of the types of foreign direct investment inflows. 
As compared to the year 2007, when 17.3% of the total FDI equity flows were destined to 
greenfield investment, in the years 2008-2012, the share of greenfield investment is much lower 
(under 1.2%). As for the years 2013 and 2014, even though the share of the greenfield 
investment is slightly higher, an important share of the FDI equity flows went to corporate 
reorganization (40.1% in 2013 and 58% in 2014). 

Also, some changes has been underlined in what concern economic activities favoured by 
foreign direct investors. As compared to the year 2007, when most of the FDI equity flowswent 
to financial intermediation and insurance, followed by manufacturing, construction and real 
estate transactions, and trade, in the years 2012 and 2014, significant FDI equity flows went to 
energy sector. 

Consequently, as expected, after the global economic crisis, Romania was faced not only with a 
significant decrease of FDI inflows but also with a lack of interest from foreign investors to 
develop new business. Given these developments, we believe that realistic and efficient 
measures are needed in order to sustain the business environment and stimulate the investments. 
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