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Abstract: This paper aims at presenting the investments made in the car market in view of intensifying the competition in this market. The Direct Foreign Investments (DFI) in the Romanian economy amounted up to 15,040 million Euros at the end of 2005 (according to the Report of the National Bank of Romania). DFI in industry amounted up to 8,100 million Euro, the share of the mechanical engineering industry being of 5.7%. The main green-field (constructions from the “blade of grass”) sectors that have attracted DFI are the following: tyres and car parts. The investments of the multinational companies have started to generate the formation of clusters in various sectors of the manufacturing industry, as well as in the sector of the car parts. However, the multinational companies that work in Romania subcontract national companies in a rather small proportion, especially because of the low managerial, marketing and technological level. From the point of view of the suppliers, better results have been obtained in the car industry.
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1. FOREIGN INVESTMENTS IN THE ROMANIAN CAR
 INDUSTRY. THE DAEWOO MOTORS INVESTMENT
At the beginning of the ’90, Romania three big car producers were working: Craiova Cars Stock Company for the manufacture of Oltcit-type cars, Dacia-Mioveni Cars for the manufacture of Dacia cars and Campulung Muscel ARO Stock Company for the manufacture of off-road cars. Apart from these, in Timisoara there was also a small factory for the production of a car brand with small fuel consumption (600 cm3), manufactured only in Romania under the name Lastun. From the very first years of the 10th decade, it became clear that without a strategic foreign partner these three entities would not survive and Romania would lose one of the industries with the highest value added in economy. The first years were critical for these, mainly because of the second-hand cars import which had a greater success on the domestic market as compared with old-fashioned Oltcit or Dacia. Their prices were rather low because much more severe norms regarding the environment protection were borrowed from the west European countries. The import of new cars was discouraged by the high level of the customs duties which, according to the association agreement with the European Union, were to be kept till 1999. Then, they were to decrease gradually down to zero starting with the 1st of January 2002. The large number of imports and the pressure of the internal producers made the Government to adopt more strict regulations regarding imports so that, starting with 1994, only the cars with less than 8 years were accepted to be imported. The incomplete legislation in the field of foreign investments allowed the import of cars without customs duties and the value added tax in the case of those firms with foreign participation, which had these fiscal facilities for the import of equipments, plants, machinery and other goods necessary for investment. In these unfavourable circumstances for the native producers, the negotiations with Daewoo, the South Korean concern, started for building a mixed society together with Automobile S.A. Craiova in view of manufacturing the Cielo Daewoo car and its integration in the Craiova plant. In 1999, a new car was to be projected and produced.
The newly built company, named at the beginning RODAE Automobile S.A., had an initial authorized capital of 300 million dollars out of which 153 million dollars was the cash contribution of the foreign investor and 147 million dollars was the contribution in kind of Automobile S. A. Craiova company, consisting in buildings (manufacturing halls, offices) and the equipments corresponding to the production and assembly lines. The land was not included in the authorized capital. It was only commissioned in exchange for a average rent paid to the joint venture company.
The investment received the following packet of fiscal incentive:
· Duty-free admission  and the exemption from value added tax in the case of machinery, plants and equipments necessary for achieving the investment for 7 years from the data when the company was brought into operation;
· Duty-free admission  and the exemption from value added tax in the case of raw materials, materials and subensembles for 7 years from the data when the company was brought into operation;

· The exemption from paying the profit tax for 5 years from the data when profit was obtained first but no more than 7 years from the data when the company started its activity.
The investor’s obligations consist in: achieving a value degree of local integration  degree of 60%; achieving an export that amounts to 50% out of the value of the production. Apart from these, the Korean firm obtained the duty-free admission and the exemption from value added tax in the case of 20,000 Cielo cars. Their selling was meant to assure the necessary of financing in lei for the joint venture company as a borrowing with symbolic interest from the controlling company in South Korea. The evolution of the Korean investment in Craiova had been planned before and the efforts of horizontal integration, by creating a network of medium companies that were to gravitate around the controlling company, were not successful. The government did not have a clear strategy of supporting them so that the traditional suppliers of the plant in Craiova or those of the plant in Mioveni did not have at their disposal the necessary financial resources for updating or adapting the production so that as to be able to manufacture products at the quality standards and models required by Daewoo. In the end, the Korean firm invested supplementary funds in their own plant, building a new section of engines and another one of gear boxes that amounted to over 300 million dollars, apart from the initial investment of 150 million dollars, thus assuring an integration degree of more than 60%, according to the contract.

Because of the bankruptcy of the Daewoo concern, the initial project of manufacturing a new car in Craiova did no longer take place. After the appearance on the market of Cielo, the assembling of Leganza, Tico, Nubira, Tacuma and Matiz succeeded. The last one is exported a lot, thus contributing to an export degree of 50%, stipulated in the certificate of incorporation by the Korean company. But, the production capacity had been projected for 100,000 cars per year and in the best year of the company only 25,000 cars were manufactured, which generated negative financial results and increased the debt to the controlling company. Starting with 2000, the joint venture company had to face many financial difficulties because, on the one hand, of the pressure made by the Korean investors, the company having a debt that amounted up to about 800 million dollars to the controlling company, and, on the other hand, because of a prices policy that was not adapted to the internal market and was not encouraging for the consumer.

The future of the company in Craiova has become insecure, starting with 2002, because of the declared bankruptcy of the Korean investor and because of the fact that General Motors that took over the assets of Daewoo Motors company (the investor in the company from Craiova) in South Korea was not interested in continuing the activity in the companies in Kazakhstan, Romania, Poland and Libya. In Poland, General Motors had already its own investments that met the production requirements of the American company for the Central European markets. In 2005, the Romanian government reached an agreement with Daewoo motors regarding the debts to this company of the car-manufacturer in Craiova and on the 30th of August 2006 it was signed the contract according to which the Romanian State, by means of the Ministry of Economy and Commerce, bought the shares of the Korean company in Craiova. Later on, it was started the procedure of re-privatization of the car-manufacturer in Craiova which was in the property of the Romanian State. In spite of its drawbacks, the investment in Craiova came in a critical moment for the Romanian car industry, succeeding to keep in function and even to develop new types of cars in the Craiova plant. More than this, the joint venture company created a very powerful network of dealers and services, contributing to the development of the entrepreneurial culture in Romania. The joint venture company was founder of the association of the leasing companies, being one of the co-authors of the legislation in this field. By the power it had on the market, it contributed substantially to regenerating the industry by consulting the governmental institutions in matters regarding fiscal policies of stimulating the native production, promoted in other countries. Basically, it was the only foreign company which had serious intentions, which were put into practice, to make investments in the Romanian car industry inth eperiod 1990-1998.
2. THE RENAULT INVESTMENT 

From the very beginning of the ’90, the car plant in Mioveni started the negotiations with Renault. Soon after this, they failed, mainly because of the limited interest of the French company in Romania. After other unsuccessful discussions with Daewoo which only wanted to partly take over the factory, continuing with the negotiations with Hyunday, in 1998 Renault clearly stated its intention to buy the main block of shares of the company in Mioveni.  

The negotiations with Renault ended by adopting DG 445/1999 which included both fiscal facilities and obligations assumed by the buyer as follows: duty-free admission  and the exemption from value added tax in the case of equipment import; the exemption from paying the profit tax for 5 years from the data when profit was obtained first; the exemption from paying the value added tax for 3 years in the case of selling the cars from the own production on the inner market.
The investor’s obligations consist mainly in: the total investment in the first year, including the buying price of the shares is of minimum 129.6 million dollars; the total investment, including the historical cost of the shares which will be achieved in the following 5 years, amounts to a minimum of 269,7 million dollars, including the above mentioned investment. The forecasted investment plan has the following stages:

· The period of the first two years aims at maintaining the selling volume on the domestic market and in the case of exports, together with the increase of the quality of the existing range of products, by implementing a programme of assuring the quality which will lead to achieving the quality standards in accordance with the international norms for the existing Dacia drive links (engines, gear boxes) and the integration of new Renault drive links (engines, gear boxes). In the same period, the Romanian network of suppliers will develop and the distribution system will be updated.
· The next three years have in view the manufacture of a new car to replace Dacia 1310, together with the consolidation and development of the Romanian network of suppliers and with the increase of the export of “Automobile Dacia”-S.A. trading company;
· The period starting with the 6th year will be focused on making Dacia the second brand of Renault Group by starting to manufacture a totally new car, destined to the emergent countries, whose price will amount to less than 6000 dollars. For the period 2008-2010, the manufacturing volume of the company in Mioveni is estimated to 200.000 cars a year. Out of these, more than half are for the Romanian market. For this type of car, the degree of integration in the country will be of minimum 60% in three years from the moment the new type will be manufactured.

The implementing of the investment plan for the first 5 years  will unfold together with a programme of restructuring the company’s staff, as well as of those trading companies in which Renault Group holds participations in the authorized capital of at least 90%. This plan has in view to keep, in the end, a minimum of 16 280 employees, out of which 8 000 in “Automobile Dacia”-S.A. trading company.
The French manufacturer fulfilled its commitment to manufacture a new car in Mioveni so that the first Logan was ready to be sold in 2004, being a real success on the Romanian market, other developing markets but also in the Western countries  where in was promoted. Only the price is not of 6,000 USD, as it has been stated. The standard type starts from a minimum price of 6,200 EURO and if the type is full option it amounts to about 9,000 EURO. The cumulated value of investments made by Dacia from the moment it was privatized amounted to 630 million Euros on the 31st of December 2005.
In 2006, Dacia has in view to produce more than 200,000 cars, to which a number of 120,000 CKD (the new name- ILN) collections will be added. The production capacity of the plant in Mioveni will be increased to 235,000 units a year, starting with September, 2006. Dacia products range will be extended by the introduction of a new version of engine using gasoline of 107 HP and of the version with break body with 5 and 7 places, which will be available on the Romanian market starting with October. From the point of view of the commercial activity, Dacia aims at selling about 200,000 cars in 2006 out of which 112,000 in Romania and 88,000 for the export. Thus, Dacia  aims at a turnover of more than 1.5 billion EURO in 2006. The turnover of Renault Industrie Roumanie was to reach 373 million EURO, with a 184% increase as compared to 2005. Cumulated, the turnover from the export activity of Dacia and Renault Industrie Roumanie will amount to 903 million EURO in 2006. Dacia will go on to invest. The total value of investments will increase the level of 150 million EURO. To this amount, the first part of the investment in the future plant of gear boxes will be added, part that amounts to 28 million dollars. At the same time, Dacia will lay stress on the development of the network of suppliers in Romania. The goal of this strategy is the increase of the share of the acquisition of the component parts for Logan in Romania from 60%, in the present, to 80% in 2008. It is worth mentioning that Dacia offers 100,000 working places in Romania by means of its own activities as well as by means of the activities carried out in its commercial network and by its suppliers. 
Apart from other important representatives of the car industry, Renault is interested in the Craiova factory, especially because it looks for solutions to increase its production capacity for Logan and, possibly, for Nissan which has no factory in the present in the central and Eastern Europe. But the French Investments in the car industry do not stop at Dacia. Many of the component part producers in France noticed the potential offered by the cheep and qualified labour force in Romania. Thus, the traditional suppliers of Renault Groupe or of other car producers are already active in Romania as production units. Among these, mention can be made of Faurecia, Valeo or SNR Roulements. The tyre manufacturer Michelinn could not be absent from the list of the French investments. It entered the Romanian market in August 2001, by the acquisition of two tyre factories and other assets of Tofan group, by a transaction estimated to about 80 million dollars.
Michelin invested important amount of money in these factories and its business last year amounted to 200 million Euros. The French that export most of the production obtained in the Romanian factories, that is about 75% out of their production, estimate that this year will obtain profit for the first time. The share held by Michelin on the Romanian market of tyres for cars and trucks is about 26%.
Significant profits are obtained by the importers of French cars. Last year, Renault was the best sold import brand on the local market, the importer of the brand announcing business of 288 million Euros and a profit of almost 9 million Euros.
The promoting on the market of the new types of Dacia Logan generated new developing opportunities in the case of the producer of    polyurethane foam Spumotim, in Timisoara. Its turnover increased with 19% in 6 months up to the value of 9.2 million Euros as a result of the large volume of sales in the case of Logan. The deliveries of polyurethane foamto Dcaia-Renault represent about 30%-50% of the turnover in the case of and, in the present, the company produces about 20 new types of rubber sponge for the Logan chairs. But Renault in Romania is not the only customer of Spumotim. They started to deliver stuff for the new Renault factory in Russia, a new location where the concern will assemble Logan cars for the East-european mrket.

In conclusion, the international market of direct foreign investments, those that provide working places, that bring up to date the production, is a market characterized by a net imbalance between offer and demand. It is a market of the seller, therefore of the investing companies. Thus, the decision to invest abroad depends on the developing strategies and interests of the investing companies. Taking into account the globalization, the foreign investors, large international companies, aim at becoming more and more important on the markets on the world level or to increase their competitive advantage at the world level by means of the strategies that have in view to intensify the activities abroad. Therefore, the involvement of the foreign capital in the economy of the host countries is often associated with some negative effects, which is true up to one extent if we take into account the fact that the large companies make business and not charity acts. 
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