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Indeed, accumulated experience shows that FDI had substantially 
enhanced the national economies re-specialization processes all over the 
world. In order to lead to the maximum the benefits of government 
interventions, export oriented direct foreign investments promotion 
should be an integrant part of a country's development general strategy. 
The demarcation is in the extent of success a host country had in drawing 
and modernizing export oriented direct foreign investments, and also the 
development benefits that result from such investments, which is based on 
the country's ability to develop its internal capabilities. It is necessary to 
approach more sophisticated and comprehensive policies to consider the 
changes produced in the corporate strategies and in the regulations 
activity.  
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1. INTRODUCTION 
 

The countries in transition need FDI not just to produce more goods 
and of higher quality. Foreign capital investments are the most efficient and 
safe way to integrate a country into the world economy.  
 Indeed, accumulated experience shows that FDI had substantially 
enhanced the national economies re-specialization processes all over the 
world. The authors share the opinion of those specialists who affirm that 
FDI play a determinant role in re-specializing transition economies and 
increasing the export potential.  
 Further, we shall examine some structural changes, which had been 
made, under the influence of FDI, in the economies of new European 
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countries (Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland, 
Slovakia, Slovenia) and South – East Europe, drawing attention also upon 
the changes in the export potential of that country. In the beginning of 
transition, Central and South – East European countries were specialized in 
traditional industries with a low degree of transformation (textiles, clothing, 
furniture, footwear), in intensive resource branches (metallurgy of iron, 
metal working, base chemistry, wood and paper industry) and in agriculture. 
In 1994 – 1995, after the countries within this region got European Union 
associated countries statute, a large flux of FDI, mainly, from Western 
Europe, step by step changed the type of international specialization of this 
country category.  
  

2. STIMULATING FDI AND TRADE FOR ACHIEVING 
ECONOMIC GROWTH 

 
Confronted with the past of a centralized economy and knowing the 

tumult of the transition, the Central and Eastern European Countries 
(CEECs) have led a policy of resumption the economic growth, more or less 
inspired. The beginning of transition (1989-90 in Central and Eastern 
Europe and on 1992 in ex-USSR) was marked by the gradual replacement 
of the centralized coordination of economy with coordination across 
markets. Production diminished considerably until 1993-1994 in the Central 
and Eastern countries and also the Baltic countries (with 20 %), and until 
1997 in CIS (with 44 %). Even if economic fast growth is taken back in the 
region in 1997, there remain countries which are still confronted with 
decline or with fragility of economic resumption.  

The overall importance of tariffs and other restrictive measures 
further declines. The present evolutions of world investment fluxes show 
that freedom of law and traditional investment stimulants (fiscal, customs, 
financial) are measures with a smaller efficiency in drawing significant 
fluxes, because almost all the countries turn to such measures. Many 
countries had changed their investment regimes in time and in order to keep 
the trade deficit in moderate levels, specific policy implications can be 
summarized as following: 

One of the factors that enhances positive effects of EU accession and 
contribute to reducing the negative impacts of the process for several 
sectors of economy is increased inflow of foreign direct investment. It 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (3) 

appears that intensified capital flow has greater chances to reduce regional 
economic disparities within the EU than labor force migration. Since EU 
accession, we expect additional increase of FDI inflows and a higher 
involvement of foreign investors in the manufacturing industry and 
particularly in the process of reassessing and deepening the specialization of 
production within the EU. Based on this assumption, the mutual trade 
should grow, resulting in improved net exports of Romania. 

Enhancing cross-border cooperation. Regional cooperation should 
be a target in its own because it will undoubtedly improve overall 
competitiveness and thus also the readiness of Romania for deeper 
integration. Romania should gain economically from neighborhood 
opportunities and enhanced cross-border cooperation with Hungary, 
Bulgaria, even Austria, Poland, and the Czech Republic (e.g., supported by 
EU's interregional programs).  

Adoption of the euro. EMU enhances productivity and growth within 
that area by reducing transaction costs, increasing allocation efficiency, 
eliminating exchange risk premium in interest rates, and boosting demand. 
The degree to which changes in economic activity will affect export growth 
in Romania will obviously depend on the degree of trade openness of 
Romania’s and on the share of Romania's sells directed to the EU.  

Use of structural funds. Since our accession to full-membership, 
Romania is entitled to access EU's structural funds. The allocation of these 
funds and a rational use of EU's financial assistance may strengthen the 
export potential of domestic production and positively influence the trade 
balance. 

In conclusion, as our ex post analyses confirmed, a higher openness 
of the Romanian economy (expected now, after EU accession) may worsen 
the trade deficit, if it is not balanced by exports. The first advantage of 
introducing euro in Romania is that the effect of creating trade intensifies 
the trade relations between our country and the community ones, using euro 
as exchange currency. For the Romanian exporting companies there will be 
an immediate positive effect such as simplifying records and financial 
accounting procedures, with no necessity of issuing distinctive papers for 
each currency. 

In Romania, excepting the first years (1994-1996) when FDI stocks 
were still less significant and weak correlated with the economic progress, 
we can infer a quite strong interaction between the two variables starting to 
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1997. The accumulated FDI stock contributed step by step to the translation 
from negative growth rates to the positive ones, with important jumps 
during 1998-2001. Even if year 2002 brought a regress in this matter, the 
“FDI – economic growth” correlation remains at the side of the trend 
defined previously, expecting an acceleration of growth of 0.11% in average 
to an increase of 1% of the FDI stock (under the region average). 

Because economic science had proven that there is a direct 
connection between FDI volume and economic growth rhythms, IMF and 
World Bank had started to recommend to all countries (recommendation 
that they make currently) to create favorable conditions to draw FDI and 
insuring, in this way, high development rhythms. Although none of the 
specialists questions the existence of an economical relation between FDI 
and economic growth, the scientists had different points of view regarding 
the following matters: how tight is the connection between these 2 
processes? Do they always insure economic growth? Are FDI the main 
factor for economic growth in a country or another?  
 In the last years, USA economic growth rhythms had been reduced. 
This partially happened because, in 2001, the foreign investments flux in 
American economy had decreased and constituted only 160 billions dollars, 
comparing to 314 billions dollars in 2000. In 2003 – 2004, direct foreign 
investments in USA had been more insignificant – 56,8 and 96 billions 
dollars. But, even though the FDI flux is decreased, USA is still in top of the 
world economy. This situation is explained by the fact that, in this time, the 
demand on the USA domestic market had increased. Starting from the upper 
example, we think that the FDI can't be considered as the only factor of 
economic growth.   
 The theory regarding the determinant role of investments in insuring 
economic growth is confirmed by the experience of the countries with 
market economy, which, in the post-war time, had made a sudden jump in 
the economic growth, transforming national economies in recession in 
economies that insured a stabile growth. This model was used in Asian 
states (South Korea, Taiwan, Singapore, Hong – Kong and Thailand), where 
the industrial ascending, in the last 15 years, had been related to the 
development of investment activity. Here, in a short time, there had been 
created economic structures with an expansive export potential. In most of 
these countries, the state had an active role in material and human capital 
accumulating process. In these countries, perfecting the technologies and the 
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knowledge, and also the investments in physical and human capital were the 
main factors of the economic growth.  
 The Asian model was characterized by severe politic regimes, which 
had insured successive economic reforms regarding the modernization of 
the economy and had created favorable conditions for drawing foreign 
capital.  
 The existence of a tight correlation between investments and 
economic growth were contested by Russian economists. The FDI flux, 
according to their opinion, per ensemble, does not influence Russian 
economic growth rhythms, but, only in a certain extent, it improves the 
quality of the economic growth.  
 In 1995 – 2002, direct foreign investments in Russia had not 
overtaken 2-3 billions dollars, in 2003, they being 7,9 billions dollars, in 
2004 – 15,3 billions dollars, and in 2005 – 14,6 billions dollars. Because the 
investments were part of the GDP, and if the GDP grows fast, then there had 
to be a direct correlation between investments and growth. Consequence of 
macroeconomic shaping made by the Russian scientists, in the process of 
FDI correlation analysis and the GDP rhythm of growth, a conclusion had 
been made regarding the lack of a direct connection between the flux of 
foreign investments in the country and the increase of the GDP. This 
phenomenon had been explained by an insignificant investment dimension. 
As a main factor of the economic growth, in Russia, there had been 
considered high oil prices, which dominated upon the potential FDI 
influence within the economy. Russian analysts had proposed FDI 
predictability influence upon economic growth just in case that they were 
over 6% of the GDP.   

The opinion according to which, to get economic growth, it is 
necessary to draw significant foreign investments, is not confirmed either in 
the interdependent analysis process of the evolution between FDI and GDP 
growth rhythms in some big countries in course of development. In this way, 
the large flux of foreign capital had not always insured high economic 
growth rhythms in such countries of Latin America, like: Argentina, Brazil 
and Mexico (Table 1).  

Although, in Latin America countries, there had been drawn a 
considerable FDI volume, foreign investors had been motivated only by the 
large natural riches, and cheap work force. So, FDI in these countries, 
though important as volume, had not insured a stabile economic growth, the 
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times of economic growth being followed by deep crises, during which 
there was a significant GDP reduction, which is observed in Fig. 1. 
  

Table 1. 15 of the largest receptors of FDI of the developing countries 
and the transition countries during 1980-2005, billions dollars 

Countries Annual 
average 

flow of FDI 
in ‘80s 

Countries Annual 
average 

flow of FDI 
in ‘90s 

Countries Annual 
average 

flow of FDI 
during 

2000-2005 
Saudit Arabia 2858 China 32756 China 55626 
Mexico 2442 Hong-Kong 14899 Hong-Kong 18780 
Hong-Kong 2390 Brazil 13101 Brazil 14966 
Singapore 2341 Mexico 10460 Mexico 14368 
China 1962 Singapore 9563 Singapore 10404 
Brazil 1629 Argentina 7671 Czech 

Republic 
5015 

Malaysia 1132 Malaysia 4933 Chile 4846 
Egypt 878 Bermuda 

Islands 
4354 Poland 4804 

Bermuda 
Islands 

872 Poland 4060 South Korea 4816 

Thailand  748 Chile 3667 India 4351 
Argentina 700 Thailand 3260 Malaysia 3433 
Taiwan 588 South Korea 3196 Hungary 3107 
Niagara 567 Hungary 2891 Argentina 2763 
Columbia 513 Venezuela 2568 Bermuda 

Islands 
2621 

Chile 475 Czech 
Republic 

2334 Columbia 2216 

Source: UNCTAD, World Investment Reports 1980-2005.  
 

Fig 1. GDP growth paths (%), during 1982-2004 

 
Source: UNCTAD, World Investment Reports 1982-2004.  
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 In Asia, unlike Latin America countries, the state had assumed 
responsibility to make reforms. As current tasks, foreign investments had 
been stabilized. There had also been created a stabile macroeconomic 
environment (low inflation, balanced export trade a real moderated interest). 
In this way, in Malaysia, once FDI drawn, there had been used central 
strategic planning mechanism, to which basis had 5-years development 
plans. The government assumed responsibility for making economy 
modernization reforms, which entirely changed the development direction 
of the country to prosperity. In China, the government, also, used the long 
term development schedules to, stimulating technologically advanced 
sectors (micro-schemes, computer production, new materials production). 
Also, the state identified by law the fields, in which foreign capital access 
was closed, limited, prohibited, or on the contrary, was stimulated.  
 In this way, interdependence analysis: direct foreign investments – 
economic growth (in developed countries and those in course of 
development) showed that FDI had a positive impact upon economic growth 
just in case when the state insistently promotes its own politics regarding 
this matter.  
 Analyzing the development of countries in transition, we can 
conclude that some countries had developed in a higher rhythm, than the 
ones industrially developed. But later, these countries' economic growth 
rhythms shall decrease step by step.  
 FDI are mainly responsible for export structure reorientation of the 
CEE states to products that include high qualified labor and top technology. 
Foreign companies had already contributed to the integration of Eastern – 
European producers in the suppliers’ network or in transnational production 
and international commercial network.  
 The international span of some strategic investors leads to the 
presence of “made in Romania” products on the great markets of the world, 
fact that can raise the entire economy. A relevant example regarding this 
matter, even if is not a large investment, is given by the boom of lohn 
exports within the last years.   
 The investigations made regarding direct foreign investments and 
their role in the modernization of transition economies, in ensuring 
economic growth and passing to a superior type of international 
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specialization, there had been made the following conclusions and 
recommendations:  
1. FDI had a great importance to the consolidation of the economies of 
the countries in transition and the integration of these countries' category in 
world economy.  
2. FDI shouldn't be considered as a “rescue”, which, automatically, 
leads to positive macro and micro economic effects. The efficiency of the 
FDI depends on their quality and also the fields in which they are drawn. 
FDI are just one of the economic growth factors of a country. FDI is the 
base of the economic growth of countries like: China, Hong Kong, South 
Korea, Singapore, Poland, Hungary and Malaysia. At the same time, FDI 
had contributed in a smaller extent to the economic growth of countries like: 
Argentina, Brazil and Mexico, although they had drawn important FDI 
inputs. But even in this states, FDI had positively influenced their 
development.  
3. Analyzing the correlation: direct foreign investments – economic 
growth, they had concluded that FDI had a positive impact upon economic 
growth only in the case that the state insistently promotes its own 
investment policy, keeping into account the national interest and the 
country's developing priorities.  
4. The experience of some of the countries in transition (Poland, Czech 
Republic, Hungary, Romania) shows that the FDI had contributed to the 
radical modernization of their economies by using the most performing 
machinery and the new technologies, by using the most modern methods of 
business management, by re-specializing these countries' economies, by 
passing to a superior level of international specialization.  
5. During the last 3-4 years, in the FDI evolution, there had been new 
tendencies, of which the main are: a significant growth of the European 
Union's role on investment international market and the change of their 
placement, their reorientation more to services field. 
 Predictions for the next years show that the investments shall 
increase after Romania's adherence, powered by interior and exterior 
finances, and also by the opportunities created by the E.U. financing. 
Permanent gross capital build up shall increase with an annual rate 
estimated at 11,7%. In these conditions, investment rate shall grow from 
24,6% of the GDP in 2006 to 33,2% in 2013.  
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Both growth rhythms and investment rate are set in the average 
European countries' values with speedy economic expansion or with a high 
degree of structural funds absorption, like Spain, Ireland, Estonia, Latvia. 
The European Commission, in its predictions, anticipates such an evolution. 
In this way, CE prediction for Romania estimates a growth of investment 
rates with an annual percentage within the next 2 years, tendency which, if it 
maintains until 2013, shall lead to an investment rate of at least 31%. 
Besides, in many of the mentioned countries, in 2006, had been registered 
very high growth rhythms of permanent gross capital, like in Estonia 19,7%, 
Greece – 12,6%, Denmark – 11,1%, Poland – 16,7%, Latvia – 18,3%, 
Bulgaria – 17,6%.   
 According to the predictions, exterior trade shall continue to develop 
in a sustained rhythm, which would overtake the GDP's growth. It is also 
expected that, in case of Romania's adherence to the E.U., geographic 
orientation of commercial inputs would lead to consolidating E.U. country 
members' position as main commercial partners. Goods and services export 
shall increase, on average, with 8,2%/ year, while the imports shall increase 
with 11,1%, fact which would influence negatively the trade balance. 

 
3. CONCLUSIONS 

 
 Foreign investors had played an important role in economic 
development, contributing to the substantial growth of permanent capital 
and, collaterally, making the modernization of the capital assets of the 
companies bought, though the flux of FDI in these countries economy had 
been different from year to year. FDI had become the main way of 
modernization of the communication systems, and foreign bank capital 
contributed to the technical modernization of the bank field.  The analysis 
made by foreign economists showed that the new companies, with mix 
capital (foreign – autochthonous), had ensured the main part of increasing 
the export of the region's countries, had essentially enhanced the export 
orientation of their economies. In 2003, the report of the export towards the 
GDP was in Slovakia 67%, in Czech Republic – 57%, in Hungary – 53 %, 
in Slovenia – 45%.  
 In the countries that had drawn the highest FDI volumes, the 
companies, with foreign capital sharing, produce the largest part of the 
exported goods. But, step by step, was increased the share of the goods that 
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require high capital investments and high qualified work force. This change 
of exports structure under the influence of direct foreign investments was 
also noticed in countries in transition within the Central and Eastern Europe. 
So, since 1991 until 2001, the share of goods “machinery and devices, 
electrical equipment” and “transportation means and materials” had 
increased in Hungary from 30 to 60%, in Slovakia – from 22 to 40%, in 
Poland – from 26 to 36 %, in Czech Republic – from 38 to 47 %.  
 Generally, E.U. expansion led to an increasing of trade within the 
union without affecting commercial exchanges with extra E.U. countries. 
So, multinational companies can use their already formed connections to 
import and export products from and in Romania, enhancing in this way the 
weight of the Romanian economy in world economy.  
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