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Abstract: This paper explores the evolution and impact of foreign direct investments (FDIs)
in Timis County, a key component of the Western region of Romania. The objective of the
study is to assess the contribution of FDIs to the sustainable economic development of the
area. The research is grounded in the analysis of dynamic statistical indicators. Findings
highlight a favourable investment climate in Timis County, which ranks second nationally
in terms of the number of foreign-capital companies (18,080) and third in total FDI inflows
(5.2 billion euros) as of 2022. Timis County represents an investment pole in the region, but
also at the country level, having the largest influx of investments among the regional cities
of the country, the highest entrepreneurial rate in the Western Region and a startup system
in full development. The gross added value created at the county level shows a significantly
higher growth rate compared to the aggregated levels of the region and country, of course,
with the syncopes during the global economic crisis (2008-2010) and the COVID-19 crisis.
Overall, the analysis confirms a direct and significant impact of foreign direct investments
on the economic and social development of the county.
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INTRODUCTION

An important feature of the world economy in recent decades has been the growth
of foreign direct investment (FDI). This means increased investment by transnational
corporations or multinational enterprises in foreign countries by bringing a package of
assets (including capital), technology, capabilities and managerial skills. Thus, FDI has
become a tool through which national economies are integrated at the production level into
the globalizing world economy [1,5,6,11].

Romania is actively seeking FDI. It has a market of approximately 19 million
consumers with a relatively well-trained workforce at competitive wages, a strategic
location and rich natural resources. In terms of facilitating the attraction of foreign
funds/assets, Romania has made important strides. On February 23, 2023, the Romanian
Agency for Investment and Foreign Trade (ARICE) was established as the new leading
agency for the promotion and facilitation of foreign investments [15].

Although we are witnessing an upward trend of FDI in Romania, the investment
climate is far from a stable one [2]. Romania's accession to the European Union (year
2007) contributed significantly to the consolidation of institutional reform, but there
continue to be several factors that negatively affect the business environment, such as: lack
of legislative predictability, country assessments and recommendations, low institutional
capacity [15]. Several key evaluation and ranking indicators of Romania are presented
below, with a direct effect on the investment climate in our country (Table 1).
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Table 1.
Key Metrics and Rankings (2023)
Measure Index/Rank Website Address

Corruption Perceptions 63 of 180 https://www.transparency.org/en/cpi/2023 [14]
Index

47 of 132 https://www.wipo.int/global innovation index/en/2023/
Global Innovation Index [16]
Gross National Income $16,670 http://data.worldbank.org/indicator/NY.GNP.PCAP.CD
(GNI) per capita [17]

Our research falls within the general national framework but focuses on the western
part of the country, especially at the level of Timis county. The aim is to analyze, using
panel data, the socio-economic development of the county under the impact of foreign
direct investments in the area.

MATERIALS AND METHODS

The research area is located at the level of Timis county and the West development
region, which includes the counties of Arad, Caras-Severin, Hunedoara and Timis.

Geographically, Timis county is the westernmost county of the country and
territorially the largest county of Romania, with 8,696.7 km2 (3.65% of the entire country's
surface). It is part of the "Danube-Cris-Mures-Tisa" Euroregion (DKMT Euroregion), a
cross-border region that covers 77,100 km? and includes a population of 6 million
inhabitants.

The western location of the county, a medium to high qualification level of the
labor force as well as the entrepreneurial tradition, make Timis county attractive for
investors. Timis County is currently one of the most developed counties in the country
where the standard of living is higher than the national average. The latest statistical data
(year 2021) place Timis County in the third position at national level (after Bucharest and
Clyj) in terms of Gross Domestic Product, registering a GDP value of 54.680 million lei
(approximately 11 million euros), representing 50.87% of the regional Gross Domestic
Product and 4.61% of the country's GDP [8]. The county has one of the lowest
unemployment rates, at 0.8% in 2022 [9]. Timisoara has the second highest average net
salary in Romania, reaching 5,989 lei (around 1,200 Euro) in April 2024, surpassed only
by the capital Bucharest (6,713 lei, around 1,350 Euro ) and close to Cluj (5,946 lei net per
month, around 1,190 euro), increasing by 16.1 % compared to 2023 [19]. The county has
the highest economic growth in Romania between 2014 and 2024, with GDP per capita
increasing by 217%. Under these conditions, we analyze in the following the investment
climate and the impact of FDI on the development of Timis County.

RESEARCH RESULTS

The business environment is the main component that defines entrepreneurial
behavior [12]. The development of the business environment is strictly related to the socio-
economic development of the area/region [18].

The evolution of the GDP for the period 2000-2022 shows us an increase of
791.04% in Timis, 578.85% in the West Region and 600.02% at the national level. We can
observe a significantly higher growth rate at the county level, compared to the aggregated
levels of the region and country, of course, with the syncopes during the world economic
crisis (2008-2010) and the COVID-19 crisis (Table 2).
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Table 2.
Evolution of the Gross Domestic Product (Euro millions)
2000 2002 2004 2006 2008 2010 2012
Timis 1,485 1,866 2,416 4,261 6,909 6,397 6,362
West Region 3,807 4,686 5,983 9,799 14,510 13,048 13,765
Romania 40,595 48,696 60,402 97,216 | 146,591 128,279 | 139,320

% TM from the West 39.00 39.83 4038 4348 4761 49.03 4621

% TM from RO 3.66 3.83 4.00 438 4.71 4.99 4.57
2014 2016 2018 2019 2020 2021 | Growth
rate (%)
Timis 6,765 8,009 9478 | 10,426 | 10,091 | 11,147 791.04
West Region 13,969 | 16229 | 19,338 | 21,097 | 20305| 21,914 578.85
Romania 150,522 | 167,494 | 206,072 | 224,179 | 220,487 | 241,611 600.02
% TM from the West 48.43 4935 49.01 49,42 49.70 50.87 -
% TM from RO 4.49 4.78 4.60 4.65 4.58 4.61 -
Source: [3]

The latest statistical data place Timis County in the third position at national level
in terms of gross domestic product value after the capital, with a share of 4.61% in
Romania's gross domestic product and 50.87% in the regional gross domestic product. The
distribution of the regional gross product highlights the leading position of the county,
compared to the other counties in the West Region, its share in the total regional GDP
representing half of its value. The same favorable situation of the county economy in a
supraterritorial context is underlined by the value of the gross domestic product per
inhabitant, which exceeds, as can be seen in Table 3, the value of the regional level by
28.12%, and by 30.15% the value of GDP per inhabitant at the national level.

Table 3.
Evolution of the Gross Domestic Product per capita (Euro/capita)
2000 2002 2004 2006 2008 2010 2012
Timis 2,200 | 2,800 [ 3,700 6400 | 10,200 | 9,400 9,200
West Region 1,900 | 2,400 | 3,100 5,100 | 7.500 6,800 7,500
Romania 1,800 | 2200 2,800 4600  7.100 6,300 6,900
% TM from the West 39.00 | 39.83| 4038 | 4348 | 4761 | 49.03 | 4621
% TM from RO 12222 | 12727 13204 139.13 | 143.66 | 14921 | 13333
2014 2016 2018 2019 2020 2021 | Growth
rate (%)
Timis 9,700 | 11,500 | 13,500 | 14,800 | 14300 | 16,400 |  654.54
West Region 7,700 | 9,000 [ 10,900 [ 11,900 [ 11,500 | 12,800 |  573.68
Romania 7,600 8,500 | 10,600 | 11,600 [ 11,400 | 12,600 |  600.00
% TM_from the West 48.43 4935 | 49.01 4942 4970  50.87 -
% TM from RO 127.63 | 13529 | 12736 | 127.59 | 125.44 | 130.16 -

Source: [4]

After 1990, the establishment of a large number of commercial companies with
private capital and the reorganization of enterprises into commercial companies with state
capital were the main directions of the transition from a command economy to a
competitive market economy. Foreign capital is beginning to penetrate, both at the national
level and at the level of Timis County.

In the national ranking, Timis county occupies a more favorable position, compared
to other counties, in terms of foreign capital invested. From the point of view of the
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number of companies with foreign participation in the capital, Timis county ranks 2™ in
the country, and from the point of view of the value of the foreign capital subscribed by
them, it ranks 3.

In the period 1991-2022, 18,080 companies with foreign capital participation were
established in Timis county, representing 60% of the regional value and 7.4% of the total
number of companies per country. The foreign capital invested in the county, by
participating in the capital of the companies established until 2022 (Table 4), amounts to
the value of 2021 million euros, Timis county thus contributing almost 70% to the regional
foreign capital and almost 4% to the value per country.

Table 4.
Companies with foreign participation in the capital and the value of the subscribed
capital (Euro millions), in the period 1991-2022, existing balance on Dec. 31, 2022

No. companies with foreign | Foreign subscribed capital
capital participation Euro millions
Timis 18,080 2,021
West Region 30,473 2,941
Romania 244,215 52,316
% TM from the West 59.33 68.72
% TM from RO 7.40 3.86
Source: [10]
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Figure 1. The situation of the number of companies with foreign capital in Timis

county, 2002-2022, balance on December 31
Source: Developed based on [10]

In 2022, there were 18,080 commercial companies with foreign -capital

participation in Timis County (Figure 1), with a value of foreign invested capital of 2
billion euros (Figure 2).
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Figure 2. The volume of foreign capital subscribed in Timis county in the period

2002-2022, balance on December 31 (Euro millions)
Source: Developed based on [10]
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The annual evolution of foreign capital invested in Timis County (Figure 3) shows
that 2007 was characterized by a significant withdrawal of capital from the local market,
followed by important investments (consolidating existing companies on the market) in
2008 and 2009 (when the number of newly established companies starts to decrease). After
2009, the annual foreign capital invested in the county starts to decrease, reaching in 2013
a minimum comparable to that of 2007, which indicates the exit from the local market of
some companies with large capital (for example Baumax). The COVID-19 pandemic has
significantly affected the county's business environment, leading to massive capital
withdrawals. From 2022 the situation starts to improve, witnessing a greater appetite of
foreigners to invest in the county.
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Figure 3. The annual evolution of foreign capital invested in Timis County

(Euro millions)
Source: Developed based on [10]

Timis county has the advantage of its geographical position, being located on the
border with Serbia and Hungary, in the west of Romania, but it also benefits from
relatively well-trained staff that can be employed. The county is the main destination for
the opening of new production units with foreign capital. If initially the textile and leather
sector developed, the last years brought the manufacturers of parts from the automotive
field, Timis county being the champion from this point of view. Being research-oriented,
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the county has managed to attract companies that have developed research and innovation
capacity in the field of advanced technologies, such as artificial intelligence, robotics and
telecommunications.

In addition to the subscribed share capital, foreign investments include capital
increases, respectively the share capital transferred by resident associates/shareholders.
The FDI calculation formula is [10]:

FDI=F+I1+5—R (1)

where: FDI — foreign direct investment;

F - the value of the foreign capital subscribed upon registration;

I - increase of foreign capital;

S - the social capital assigned by/to resident associates/shareholders;

R - the share of capital subscribed to the companies removed from the trade register.

Taking these aspects into account, the balance of foreign direct investments in
Timis county, on December 31, 2022, was 5.2 billion euros, representing 68.55% of the
regional level and 48.54% of the country level (Table 5).

Table S.
The value of foreign direct investments, balance as of December 31, 2022
Timis West Romania % TM from | % TM from
the West RO
FDI 5,240 7,643 107,944 68.55 48.54
(million €)
Source: [7]

The total balance of foreign direct investments in Timis county, in the amount of
5.2 billion euros, ranks Timis county 3rd in the country, after Bucharest and Ilfov. Timis
county has the highest investment inflow among the country's regional cities, having the
highest entrepreneurship rate in the Western Region and a thriving startup system. The

largest companies with foreign capital in Timis county are presented in Table 6.

The largest companies with foreign capital in Timis County

Table 6.

Company Object of activity Turnover, No. employee
thousands of lei
Profi Rom Food SRL retail 12,925,985 9,944
Continental Automotive | tire manufacturer 4,604,885 2,593
Products SRL
Hella Romania SRL manufacturer of lighting and 4,077,617 5,035
electronic components and systems
for the automotive industry
Smithfield Romania SRL meat processor 1,401,021 2,434
Company Object of activity Turnover, No. employee
thousands of lei
Linde Gaz Roméania SRL manufacture of gases and gas 1,087,212 348
mixtures for industrial, medical
and food applications.
Contitech Romania SRL manufacture of  parts and 860,429 1,484
accessories for motor vehicles and
motor vehicles

Source: Developed based on [13]
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The gross added value (GVA) created at the level of Timis county is reproduced
using the 2" degree polynomial function and is presented in figure 4, in dynamics, over a
period of 22 years.
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Figure 4. GVA evolution in Timis county, basic prices, Euro millions, 2000-2021
Source: Developed based on [4]

Over a fairly large time horizon, more than 2 decades, the trend of economic
growth at the county level can be observed, growth interrupted by the economic crisis of
2009 and the return of the county economy starting in 2010 but with a lower growth rate
than in the previous period and with small syncopes from one year to another. In 2015, the
gross added value at the level of Timis county almost reached the level of the peak year
2008, amounting to 6,679 million Euros. The subsequent growth trend has been hampered
by the negative economic effects of the pandemic, effects that have been felt by all
economies. A large part of this added value comes from foreign companies that operate in
the territory of the county and whose evolution the authors presented above.

CONCLUSIONS

There can be no development if there is no capital. One cannot talk about capital
and foreign investors if there are no premises for local development and a favorable
entrepreneurial climate. So, these aspects are interrelated and intertwined. Fortunately,
Timis County enjoys a strategic, western geographical location, a medium to high
qualification level of the labor force, fertile lands, as well as an obvious entrepreneurial
tradition. These aspects have favored the attraction of foreign capital, Timis county being
on the 2" place in the country in terms of the number of companies with foreign capital
and on the 3" place in the country according to the value of the social capital subscribed by
them.

The development of a favorable entrepreneurial climate, both for Romanian
companies and for foreign direct investments, has determined a high degree of
employment, the unemployment rate being below 1% in Timis county. Also, the county
has the second highest average net salary in Romania, surpassed only by the capital
Bucharest.

The largest companies with foreign capital currently operating in Timis county are:
Profi Rom Food SRL, Continental Automotive Products SRL, Hella Romania SRL,
Smithfield Romania SRL, Linde Gaz Romania SRL, Contitech Romania SRL, etc. In the
beginning, FDI targeted the textile and leather sector, but in recent years, the
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manufacturers of parts from the automotive sector have penetrated, Timis county being the
champion from this point of view. The county has also managed to attract companies that
have developed research and innovation capacity in the field of advanced technologies,
such as artificial intelligence, robotics and telecommunications. The agricultural and food
sector is also well represented by foreign investors.

As a level of aggregate economic development, the latest statistical data place
Timis county in the third position at national level in terms of gross domestic product, with
a share of 4.61% in Romania's gross domestic product and 50.87% in the domestic product
regional gross.
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