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Abstract: This paper tries to present some features of the FDI flows in the 
actual crisis context, their orientation to economic sectors and their 
perspectives in the near future. We also presented the Romanian situation 
regarding FDI orientation or their implications in the external 
commercial activity. 
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1. INTRODUCTION 
 

Although in the actual crisis period, the exchange rate movements 
were large for most strong currencies, the fact that TNCs can raise funds in 
the capital markets in host countries or in international capital markets 
suggests that they may avoid effects from currency change movements. As 
some TNCs are also skilful in using derivatives (such as futures, forwards, 
options and swaps) to hedge against exchange rate changes, FDI flows into 
tax havens (e.g. Caribbean island economies) and special purpose entities 
are increasing for this purpose. The current depreciation of the dollar has 
stimulated this type of FDI as well. For example, FDI flows to tax havens in 
the Caribbean more than trebled in 2006, and continued to be high in 2007. 
Regarding sectoral FDI distribution, judging from the data on cross-border 
M&As (as data on FDI flows by sector for 2007 were not available at the 
time of writing), FDI rose in almost all sectors in all the groups of 
economies. While FDI in services increased in all regions, the largest 
increase was in manufacturing in developing and developed economies. On 
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the other hand, in the transition economies FDI in manufacturing fell but 
increased significantly in the primary sector (Tables 1). 

 

 
Table 1 Cross-border M&A sales, by sector and by group of economies, 

2005-2007 (billions of dollars) 
              

Globally, foreign direct investment (FDI) inflows continued to rise 
in 2007: at $1,833 billion, they reached a new record level, surpassing the 
previous peak of 2000. The financial and credit crisis, which began to affect 
several economies in late 2007, did not have a significant impact on the 
volume of FDI inflows that year, but it has added new uncertainties and 
risks to the world economy. This may have a dampening effect on global 
FDI in 2008-2009. At the same time, the global FDI market is in a state of 
flux, making it difficult to predict future flows with any precision. 

This paper examines recent trends in global FDI, cross-border 
mergers and acquisitions (M&As) and international production. Section 2 
describes their changing geographical and industrial distribution, the relative 
positions of countries in terms of their transnationalization and Section 3 
presents the Romanian situation regarding FDI orientation or their 
implications in the external commercial activity and Section 4 concludes. 
  

2. MATERIALS - SECTORAL TRENDS: SERVICES DOMINATE 
 

Judging from the data on cross-border M&As sales, the primary and 
services sectors of South-East Europe and CIS received significantly higher 
inflows in 2007 than in the previous year, while flows to manufacturing 
declined. 

In 2007, FDI to the primary sector increased, mainly in the 
petroleum and gas industry. Despite stricter conditions on entry, foreign 
companies continued to seek natural resources in the CIS. Two 
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developments played a role in that respect. First, through asset swap deals, 
oil and gas firms of transition economies were allowed to enter downstream 
markets in developed countries in exchange for letting TNCs from the latter 
take minority participations in their own domestic exploration and 
extraction projects. For instance, in 2007, Winterstall (Germany) acquired a 
stake in the Yuzhno-Russkoye gas field in Siberia and Eni (Italy) gained 
access to exploration and production facilities in the Russian Federation 
(including former Yukos assets). In return, Gazprom could acquire parts of 
their European assets in hydrocarbons transportation, storage and 
distribution. 

Second, in some oil and gas projects requiring cutting-edge 
technology, such as the development of the Shtokman field, involvement of 
developed-country TNCs such as StatoilHydro (Norway) and Total (France) 
was needed because of their technology and expertise. 

 

 
Table 2 South-East Europe and CIS: cross-border M&As by 

sector/industry, 2005-2007 (millions of dollars) 
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In 2007, companies from developing countries became more active 

through partnerships in the primary sector with major firms in the CIS. For 
example, CNPC (China) formed a joint venture with Rosneft to develop oil 
projects in the Russian Federation and downstream operations in China, 
while the same Chinese company formed another joint venture with 
Kazakhstan’s State-owned nuclear energy company, Kazatomprom, to 
invest in uranium production in Kazakhstan. 

Cross-border M&A sales of firms in the manufacturing sector in 
South-East Europe and the CIS declined in 2007 compared to 2006. 
However there was increased TNC activity in the automotive industry as 
illustrated by the number of Greenfield projects in that industry. This was 
fuelled by foreign manufacturers’ search for low-cost, highly skilled labor 
and access to a growing market. Largely due to an industrial assembly 
policy that allows zero customs duties on a long list of auto parts, many key 
players in international car manufacturing have opened production facilities 
in the Russian Federation (Table 2). The food and beverages industry also 
benefited from a high growth of FDI in 2007. 

The widespread shift of FDI towards services continued, driven in 
particular by investments in financial services, electricity generation and 
telecommunications. As the retail financial services market is far from 
saturated in the region, and liberalization of the banking industry is in 
progress under WTO commitments, there were a number of cross-border 
M&As in this industry in 2007. 

As part of ongoing plans to liberalize the power generation market in 
the Russian Federation, the State-controlled monopoly UES began to sell its 
power generating and distributing assets. In this process, foreign TNCs such 
as E.ON (Germany) and Enel (Italy) were active acquirers. Intraregional 
M&As in the telecommunications industry also continued in 2007, with the 
largest transactions carried out by Vimpelcom (Russian Federation).      
    

3. RESULTS FOR FDI IN ROMANIA: TYPES AND SECTOR 
DISTRIBUTION 

 
In Romania, FDI oriented to manufacturing industry (32,9%) and 

within it to metallurgy, food, drinks and tabacco industry, chemical and 
plastic products industry, transport assets, cement, glass and ceramic 
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industry. Other activities that attracted many FDI are financial services and 
insurances that include banks and insurances (23,3%), commerce (14%), 
constructions and real estate transactions (7,8%), telecommunications 
(6,5%). We can still notice a low share of some sectors like textiles and 
confections (1,7%) and hotels and restaurants (0,6%) (Table 3). Comparing 
to the other countries in the Central and Eastern Europe that faced transition 
period, FDI in Romania aren’t mainly directed to the services, but to the 
industry, and within it mainly to manufacturing industry, while in the 
region, the share of FDI directed to industry decreased during 2005-2007. 

 
Economic sector % of total FDI 

Industry 
Extractive industry 
Manufacturing industry, of which: 
- metallurgy 
-food, drinks, tobacco 
- chemical products, plastic 
- transports assets 
- cement, glass, ceramic 
- wood products, including furniture 
- IT, electric machines, radio-TV, 
communications 
- textiles, confections and leather products 
-machines and equipments 
- other area of manufacturing industry 
Electric energy, termic energy, natural gas 
and water  
Financial intermediation and insurances 
En-gross and en-detail commerce 
Constructions and real estate transactions 
Post and telecommunications 
Services for enterprises  
Transports 
Hotels and restaurants 
Other activities 

40,7 
4,8 

32,9 
7,5 
5,2 
4,4 
3,6 
3,5 
2,4 
1,9 

 
1,7 
1,3 
1,4 
3,0 

 
23,3 
14,0 
7,8 
6,5 
4,5 
1,2 
0,6 
1,4 

Table no. 3 FDI by economic sector in 2007 
 

The classification of foreign investors in our economy based on 
criteria of detaining at least 10% of the equity of the FDI resident 
enterprises, according to the „immediate country basis” principle. 



FACULTATEA DE MANAGEMENT AGRICOL 

  

First five countries in 2007 were: Austria, Holland, Germany, France 
and Greece (the last two maintain their share just like in 2006) (Table 4). 
 

Countries % of total FDI 
Austria 
Holland 
Germany 
France 
Greece 
Italy 
Swizeland 
Cyprus 
Turkey 
Hungary 
Luxemburg 
USA 
Belgium 
Spain 

21,4 
16,3 
11,7 
8,8 
7,5 
6,1 
5,1 
4,7 
1,9 
1,7 
1,5 
1,4 
1,1 
1,1 

Table no. 4 FDI after investors’ countries in 2007 
 

FDI flows can be classified in greenfield, mergers and acquisitions 
(M&As) and firms development. In Romania in 2007, the FDI types shows 
that firms development keeps on representing the main FDIs and those are 
directed to the financial sector, while the M&As are mainly in the industry 
sector, not in the services one like in the Eastern Europe region: 
 

 Greenfield M&As Firms 
development 

Total, of which: 
Industry, of which: 
Extractive industry 
Manufacturing industry 
Electric, termic energy, natural gas and water 
Financial intermediation and insurances 
En-gross and en-detail commerce 
Constructions and real estate transactions 
Post and telecommunications 
Other activities 

17,3 
7,5 
0,0 
7,2 
0,3 
7,0 
0,4 
0,7 
0,0 
1,7 

10,5 
6,3 
0,0 
6,3 
0,0 
2,3 
0,0 
1,5 
0,0 
0,4 

72,2 
10,9 
0,2 
13,8 
-3,1 
38,6 
8,1 
7,2 
0,4 
7,0 

Table no. 5 Types of FDI in 2007 (%) 
 

The Greenfield FDI are mainly directed to commerce, real estate 
transactions and constructions and to telecommunications and after these 
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comes the industry sector. For stressing the FDI greenfield long-term impact 
in the economy, we emphasized the share of such FDI in the Romanian 
economy in 2007: 

 
Sectors FDI in greenfield (%) 

Total, of which: 
Industry, of which: 
Extractive industry 
Manufacturing industry 
Electric, termic energy, natural gas and water 
Financial intermediation and insurances 
En-gross and en-detail commerce 
Constructions and real estate transactions 
Post and telecommunications 
Other activities 

55,3 
42,0 
7,2 

47,1 
42,1 
47,0 
90,3 
69,9 
51,4 
75,9 

Table no. 6 FDI in greenfield enterprises by sector (%) 
 

In 2007, the FDI incomes reached the 4350 millions euro level, of 
which the most important part (94% of the total incomes) came from the 
equity participations structured in dividends allocated and earnings 
reinvested during 2007. Reinvested earnings of 1327 millions euro had a 
30% share of the total incomes and were decreasing comparing to their level 
in 2006 and the allocated dividends of 2757 millions of euro had a 63% 
share of the total incomes.  

Net incomes from received interests of the loans given by foreign 
investors to their Romanian enterprises remain low, with a 266 millions 
euro level, they representing only 6% of incomes. 

The activity of the FDI enterprises has a positive impact on the 
Romanian commercial balance, its contribution to exports being of 70,8%, 
while to imports being of 59,2%. The distribution to this contribution to 
sectors can be seen from the table 7: 
 Exports (FOB) – 

FDI of total sector (%) 
Imports (CIF) – 

FDI of total sector (%) 
Total, of which: 
Industry, of which: 
Manufacturing industry 
En-gross and en-detail commerce 
Other activities 

70,8 
77,5 
77,2 
62,7 
16,8 

59,2 
78,2 
78,2 
47,7 
28,5 

Table no. 7 FDI contribution to exports and imports 
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4. CONCLUSIONS 

 
After four years of high GDP growth, a slowdown is expected in 

2008-2009 due to the financial and credit crises which are now affecting a 
number of countries worldwide (e.g. IMF, 2008b). High levels of energy 
and food prices may aggravate this situation. Economic growth in 
developing countries could compensate for weaker growth in high-income 
countries. Although economic growth in developing economies is projected 
to decline, from 7.8% in 2007 to 6.5% in 2008, it remains well above the 
average of recent decades (World Bank, 2008a). 

The financial crises could worsen the existing global external 
imbalances, trigger exchange rate fluctuations, lead to rising interest rates 
and high and volatile commodity prices, and build inflationary pressure. All 
of these possible developments pose risks that may also affect global FDI 
flows. 

In conclusion, while the global outlook for international expansion 
of TNC operations still looks positive, particularly in developing countries, 
a lower level of optimism and more prudence are expressed by TNCs in 
their investment expenditure plans in the near future because of the global 
crisis context.  
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