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To ensure a framework for sustainable economic growth is the permanent preoccupation 

of decision-makers in all states worldwide and especially in developing countries.  

Neither progress nor economic growth can be achieved without investments, including 

FDI which is a major source of external funding for any country, irrespective of its level of 

development. 

This thesis is rooted in literature that studies the effect of FDI on the host economy.  

“Models of analysis of the effect of FDI on economic growth of Romania” arouses 

interest due to its importance and current significance, FDI having major importance in 

materialization and manifestation of globalization of markets which trigger several factors of  

economic growth and FDI flows which is one major form of  manifestation of this process. 

Being a topic of huge interest, we believe that FDI will be a topic that arouses debates in 

academic, political and public environments. 

The FDI domain receives increased attention justified by the fact that capital flows are 

seen as major factor to stimulate economic growth, as they are financial flows that do not 

generate foreign debt and are seen as complement of local investment and major financier for the 

current account deficit.  
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By this analytical study, we wanted to reveal the correlation between economic growth 

and FDI, in order to quantify the effect of FDI on Romanian’s economic growth. We achieved 

this main goal by successively achieving other specific goals such as publishing scientific 

articles in specialized journals indexed in international databases and especially in this research 

by focusing on:  

 Theoretical aspects regarding economic growth concepts;  

 Concepts regarding typology and determinants of economic growth, as well as theories 

and models of economic growth;  

 Main macroeconomic indicators of result, by revealing the concept of GDP and methods 

to compute this indicator;  

 Concept of FDI;  

 Main theories and economic concepts regarding the FDI;  

 Analysis of economic impact of FDI on macroeconomic result as appears in the most 

important literature in research on economics;  

 Analysis of economic growth  of Romania in European context;  

 Analysis of FDI dynamics and its impact on national economy;  

 Analysis of effect of FDI on Romania’s economic growth with statistical and 

econometrical models. 

The study of economic growth is expanding, the proof is in many contradictions and 

completions of the studies done so far. Adding the permanent changes in today’s world, we can 

say that we have all the circumstances for niches of study in this domain. Concepts regarding the 

typology and determinants of economic growth, theories and models of economic growth have 

been presented in detail in the national and international specialized literature. 

Summarizing the specialized literature on which this research was based, we can 

formulate the concept of economic growth as the global process characterized by the growth, 

over a period of time, of certain aggregated macroeconomic indicators, taken from national or 

international economy, with positive effects upon the economic and social sectors.  

Approaching this concept in its limited sense, we can consider economic growth as 

expression of the real value commensurated at the level of certain temporal and spatial 

dimensions for certain aggregated economic values (such as the total value of GDP or compared 

to the population).  

On the other hand, in a broader sense, the concept of economic growth is not different 

from economic development, representing expression of all quantitative, qualitative and 
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structural transformations that give an ascending trend to the aggregated economic values 

quantified at the level of a certain economic and temporal space. 

Macroeconomic results are the output of the activities of the aggregated economic agents 

validated by the market. Knowledge of and the analysis of the trend of these results has a 

significant practical importance. 

Since the development of the country is given by the most synthetic indicator, GDP, we 

have emphasized in this study the trend of the GDO at European and national levels, showing the 

dynamics of this indicator, for the economic regions of Romania, with the goal to identify and 

analyse the gaps among the regions, and we have presented the evolution of the GDP for each 

category of resource and uses. 

Last but not least, we have analysed Romania’s place in the EU context through a 

comparative approach including other member states of this economic and political organization. 

For a rigorous approach, we have used in this study statistical data taken from 

EUROSTAT, UNCTAD and the National Institute of Statistics of Romania.  

A special place in this research has the analysis of determinants of wealth growth and of 

the growth of production of services and material goods, to identify these factors and the extent 

to which they contribute to economic growth. 

Given the fact that FDI fall in the category of exogenous economic factors that determine 

economic growth, we have considered necessary to present the main methodological aspects 

regarding FDI, based on the elements mentioned in the national and international literature, 

emphasizing the main economic theories and concepts regarding FDI and their impact on 

macroeconomic results in host countries. 

The effect of the FDI in analysed from various perspectives in the specialized literature 

and some studies covering the effect of the FDI are dedicated to the contribution to economic 

growth and to economic and social development.  

After summarizing the specialized literature, we have made a study on the FDI and their 

impact un national economies, focused on Romania, starting with an analysis of FDI worldwide, 

focused on FDI flows and their geographic orientation, followed by an analysis to reveal the 

dynamics of FDI for each sector of activity and institutional sector, at European and national 

levels, analysing in detail the evolution of the FDI balance for each development region in 

Romania. We have also revealed the correlation between the evolution of the GDP and the FDI, 

using data processed in EUROSTAT, UNCTAD and Annual Reports published by the Romanian 

National Bank, expanding this analysis to a comparison of Romania’s case to CEE states.  
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We have also analysed the contribution of FDI enterprises to the total exports and imports 

of Romania, considering that any analysis regarding economic growth  should take into account 

a basic element, namely the balance between FOB exports and CIF imports, as exports can create 

correlations between FDI and GDP. 

With the goal to establish the relation between the GDP and FDI, we have found the 

significant connection between the evolution of the FDI stock and economic growth. 

By analysing the evolution of FDI and comparing the results regarding the correlation 

between economic growth and FDI balance at national level, we have concluded that there is a 

weaker correlation between FDI lows and the evolution of the GDP. 

To reflect the correlation between the evolution of the FDI and the GDP, main 

macroeconomic indicator of result, we have approached the evolution of the 2 macroeconomic 

indicators not only analytically, but also quantitatively with econometric models of simple and 

multiple linear regression, based on official statistical data published by the Romanian National 

Bank and the last official data published by EUROSTAT.  

In this context, we have chosen to reveal the influence of FDI on the GDP with an 

econometric model of simple linear regression, where the GDP is the resultative variable and 

FDI is the explicative variable. 

The graphic representation of the correlation between the 2 indicators, achieved with 

Eviews programs, reveals that there is a strong linear connection, with ascending order, between 

the GDP and the value of the FDI. The 2 sets of data have been processed with Eviews IT 

program, and the parameters have been estimated with the least squares method. 

Based on the analysis, we can conclude that there is a strong connection between the 

evolution of the FDI balance and the GDP, the influence of the FDI in the evolution of the GDP 

is significant, which is explainable if we take into account the specifics of our country, but we 

must keep in mind the existence of other significant factors that contribute to the ascending 

evolution of the GDP in Romania. 

Going deeper into the analysis, we have used a multiple regression model that uses as 

explicative variables the 2 components of the FDI balance, namely the capital participations and 

the value of the intragroup loans. 

The results of the multiple regression model, obtained with the same Eviews IT program, 

proves significant influence of the capital participations on the evolution of the GDP. The 

influence of the intra group loans is also positive, but weaker compared to the influence of 

capital participations. 
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Following the analysis performed in this research, in this comparison between Romania 

and other EU states, we believe that the effects of FDI on host countries cannot be clearly 

defined as positive or negative.  Given the latest official data in the European, national and 

international databases, we believe that in developing countries there are both positive and 

negative results. 

The analysis for 2003-2014 allows confirmation of the fact that a significant volume of 

FDI is attracted in the context of economic growth. 

Between 2007-2008, when Romania attracted significant FDI flows, we had the highest 

FDI balance, and the GDP reached the maximum in 2008, before the economic and financial 

crisis. 

At the same time, the significant growth was due to the fact that Romania acquired the 

capacity of EU full member state, context in which, due to the investment climate and 

advantages of the market and the geographical position of Romania, attractiveness to investors 

increased. 

Regarding the 8 development regions in Romania, in order to diminish the economic and 

social gaps, one of the measures to be taken should be to improve mobility and accessibility, in 

other words, to develop infrastructure.  

The effect generated by FDI is different from one country to another and depends also on 

the economic potential in a country, the regulations regarding the FDI, the way to form 

investments,  that is new investment or increase of the existing foreign capital. 

Strategic decisions regarding FDI should be taken according to the „win-win” formula for 

those included in the FDI, avoiding the formula „win-loss”, as the economic and social effect 

and the profit achieved is of interest both for the country of the investor and for the host country.  

In fact, although it may be different according to each sector, the profit repatriated by 

foreign investors is higher than the profit reinvested in the host country, thus turning out that the 

foreign investors have a higher benefit than the national economy. 

Starting with 2008, when the foreign capital of 9.496 million euro was maximal, and until 

2014, a disinvestment phenomenon took place, with a negative impact on the FDI flow, a fact 

proved by the dynamics of the reinvested profit, since, after the economic and financial crisis, 

the foreign investors repatriated dividends to the countries of origin, an important value of the 

profit made.  

More precisely, following the analysis focused on Romania, we have found that between 

2003-2014, dividends of 20,480 million euro were repatriated by the foreign investors and during 

the same period of time, the capital participations were 38,911 million euro. However, in 2015, 
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for the first time during the last 8 years, the reinvested profit positively contributed by increasing 

the investors’ trust in local economy. 

 Although there is stability as macroeconomic level, we cannot attract investors without 

adopting an aggressive policy, and if this trend of the extracted profit to exceed new investments 

is maintained, soon the FDI stock will diminish.  

It is preferable that the FDI in national economy should be completed with local 

investments in order to create and maintain a business climate characterized by balance and 

competitiveness. 

In our research, we had in mind a basic element, namely the balance between FOB 

exports and CIF imports as exports can create correlation between FDI and GDP. 

The impact of FDI enterprises on Romania’s imports and exports has major importance. 

The percentage of the exports of FDI enterprises out of the total exports reveals the contribution 

of the FDI enterprises on Romania’s economic growth. 

The influence of the FDI enterprises on Romania’s exports and imports can be noticed in 

the result of the difference between exports and imports, thus showing the positive or negative 

contribution of FDI enterprises on Romania’s commercial balance. 

Given the data provided by the Romanian National Bank, we find that during the 

analysed period, the value of imports exceeds exports, which means that the contribution of FDI 

enterprises was unfavourable for the commercial balance. 

Analysing the evolution of exports and imports of FDI economic agents, we find that the 

most significant export sector is the processing industry, with percentages between 58.1% - 61.8% 

out of the total exports, at national level. 

While, in the case of the processing industry, we can say that the commercial balance was 

positive, we cannot say the same for the commerce that generate commercial deficit every year 

during the analysed period. Commercial deficit increased between 2010 when it was -4,643 

million euro to -6,859 million euro in 2014. 

An explanation could be the fact that the imports of FDI enterprises had a higher 

dynamics than exports and also that goods with high added-value are imported and products with 

low processing level are exported. 

For Romania, we find that FDI have supported the re-launch of exports after the 2008 – 

2009 crisis. 

In the last part of the thesis, I made the connection between the 2 indicators through an 

econometric regression model, in order to reveal the actual manner in which an increase in the 
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FDI value in Romania could lead to increased exports, with Eviews program, considering 

exports as dependent variable, and FDI an explicative variable. 

This econometric model reflects the direct strong connection between the FDI and 

exports in Romania. We can conclude that a monetary unit increase of the FDI will lead to 

significant growth, with 0.744 monetary units, of the value of exports and implicitly to a 

significant economic growth. 

The high value of term (C = 7088,03) indicated that fact that there are other factors that 

can influence the value of Romanian exports, and it is important that these factors should be 

taken into account when national macroeconomic policies are designed. 

By attracting FDI, we can compensate the limited quantity of the local capital, and  

productive capabilities can be designed to produce goods and quality services, meant to meet the 

demand of domestic consumers (which will lead to an increase of the final consumption and 

implicitly of the GDP), and foreigners, thus ensuring significant growth the Romanian exports. 

It is preferable that the FDI in national economy should be completed by local 

investments in order to create and maintain a business environment characterized by balance and 

competitiveness. 

Despite macroeconomic stability, we cannot attract foreign investors without aggressive 

policy and if this trend of new investments superseded by extracted profits remains, we can soon 

have a decrease of the FDI stock.  

It is necessary to mention that foreign capital attracted in national economy generates 

beneficial effects such as: 

 Creation of jobs, and reduced unemployment;  

 Transfer of new high performance technologies, which increases production; 

 Promotion of advanced management and know-how; 

 Professional improvement of the labour force; 

 Stimulation of exports, by creating accessibility of foreign markets; 

 Strengthening of international bonds, which support the development of the 

production process; 

Romania should have priority to create a stable and transparent fiscal and legislative 

framework, to improve infrastructure, to develop technological and human resources, to 

stimulate R & D,  to reduce bureaucracy and from a new efficient administrative framework, to  

stimulate investors in order to implement investments in high technology fixed assets to achieve 

products with high added value, thus enhancing the advantages of local resources. All this can 
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reduce the gaps against the EU member states by increasing our credibility to foreign investors 

and implicitly to attract FDI. 

A framework for sustainable economic growth can be possible only if a balanced 

development takes place, including all development regions in Romania by diminishing regional 

gaps, stimulating local investments and creating an appropriate environment for foreign investors. 

All this should be a priority for the Romanian decision makers, such as InvestRomania, a 

governmental institution whose objective is to attract and facilitate FDI in Romania, and 

coordinates, monitors and applies the policies of the Government al national level in terms of 

promotion, attraction and implementation of FDI. 

The Department for FDI and Public-Private Partnership is the body of the Government in 

charge with developing investment projects and point of contact for foreign investors, 

coordinated by the Prime Minister, whose main objective is to attract foreign investments in 

Romania. 

This department has formulated objectives to support economic growth in Romania by 

foreign capital influx, know-how and technology, and significant growth of greenfield projects, 

as well as development of new production capabilities in value-added sectors, thus ensuring new 

jobs. Another objective is to support balanced economic development in certain regions of the 

country, in order to reduce the gaps among regions.  

All this leads to the idea that Romania is aware of the importance of attracting foreign 

investors and will take measures to create and maintain a business environment characterized by 

balance and competitiveness, whose goal is the healthy growth of the Romanian economy. 

Our research and analysis with the econometric models certifies that FDI are a factor of 

growth for the GDP and consequently of its structural elements. 
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