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Abstract : North-Eastern Romania has been one of the least targeted regions by foreign investors starting from 1990. The main reasons are related to the distance between this part of the country and European capitals, mostly in terms of mentality and logistics. Lately, due to economic reasons, more and more investors prospect the region in search of the best location for production or logistics. The paper outlines opportunities as well as threats within the region and suggests several strategies to be adopted by new investors in the area. 
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1. INTRODUCTION


Should any Romanian citizen be asked where he / she believes that most investments have been made in the country starting with 1990, probably he / she would argue that, except for Bucharest, Western Romania has been the recipient of most investments, especially from foreign sources. There are several reasons that led to this situation. Some would say that the territorial closeness to the Western border, as well as the influences in mentality, together with large amounts of money generated by certain economic situations (Caritas, members of the Hungarian community working in Hungary, the embargo on Serbia) led to the current development of the region. Probably, all of these have their share of influence. After years in which they targeted Bucharest and Western Romania, investors currently face a problem that apparently cannot be solved in the area – real unemployment rate of 0% (even though statistics report 1-2%), therefore no available workforce. The increase in salary amounts is mostly due to the fact that companies must pay more in order to attract employees. From this perspective, the North-Eastern part of Romania can become an escape door in order to support further economic development. It offers qualified personnel, the second largest university center in the country (Iasi), lower salaries, a real unemployment rate around 8% (compared to 12,24% official rate), accessible prices for land or office rental. Still, it is hard to believe that this is the promise land and it will not take very long before conditions will be similar to the Western part of Romania. Relying on these facts, companies can consider developing certain types of strategies. They must also predict a realistic time horizon in order to be able to recuperate their investment before it becomes too expensive to invest in the area.
2. FOREIGN INVESTMENTS IN ROMANIA

Starting with 1990, Romania has been targeted by foreign investors due to its economic perspective (emerging market, on the path towards a market economy), its location (Eastern Europe), as well as its market potential (22 million inhabitants). Unfortunately, major investments were made after the year 2000 and especially in 2006 (see Table 1), when the accession to the European Union started being considered a real fact.
Tabel 1 – Macroeconomic data for Romania 
	YEAR
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	TRADE AND INVESTMENT

	Exports FOB (million Euro)
	11273
	12722
	14675
	15614
	18935
	22255
	25850

	Imports FOB
(million Euro)
	13140
	16045
	17427
	19569
	24258
	30061
	37609

	Trade balance
(million Euro)
	-1867
	-3323
	-2752
	-3995
	-5323
	-7806
	-11759

	Foreign direct investments
(million Euro)
	1147
	1294
	1212
	1946
	5183
	5213
	9082

	Current account deficit
(million Euro)
	6966
	8656
	8516
	10072
	15040
	21885
	31130

	INFLATION

	CPI - year end
(%)
	40.7
	30.3
	17.8
	14.1
	9.3
	8.6
	4.9

	CPI – average
(%)
	45.7
	34.5
	22.5
	15.3
	11.9
	9.0
	-

	EMPLOYMENT

	Employment
(thousand pers)
	4623
	4619
	4568
	4591
	4420
	4704
	4575

	Unemployment (thousand pers)
	1007
	827
	827
	659
	558
	523
	461

	Unemployment rate (%)
	10.5
	8.8
	8.4
	7.4
	6.3
	5.9
	5.2


(http://www.arisinvest.ro/level1.asp?ID=205&LID=2)
Should we only consider the exports and the inflation rate, it is obvious that the economy is emerging and stabilizing. Still, at the same time imports have constantly increased, therefore there is a constant and increasing gap between exports and imports. The current account deficit is also constantly increasing.

The unemployment rate is probably the most difficult indicator to interpret. Naturally, unemployment rate decreases as investments grow and this is what we see in statistics. Still, we cannot help but wondering: have people who are no longer receiving unemployment grants really found a work place or are they still unemployed only we do not know about it? Or, how many people are unemployed in statistics while in fact they work abroad? Therefore, when it comes to unemployment rate, we can talk about statistical unemployment rate and ‘real’ unemployment rate.
3. FOREIGN INVESTMENTS IN N-E ROMANIA
Should we consider the successful investment projects assisted and monitored by the Romanian Agency for Foreign Investment between January 2004 and June 2006, unfortunately no foreign investment was placed in Eastern Romania, only in Southern and Western Romania  (http://www.arisinvest.ro/level1.asp?ID=404&LID=2). These investments amounted to 940,8 million EUR and generated a number of 17.715 work places. We should investigate the factors that contributed to this situation. Except for the ones mentioned above (geographic closeness to Bucharest or the Western border), we should consider the preference of foreign investors for cities / territories where other foreign investments have been made and they can receive input from other companies. Also, it is a matter of logistics. Suppliers of major companies (such as Renault in Pitesti) tend to invest in the same area (Pitesti, Mioveni) as their customer in order to save time and money on transport and to benefit from the same utilities.
This is also the case of the Coca Cola HBC plant in Iasi and one of its main suppliers, 3P Frigoglass. The latter invests wherever Coca Cola HBC decides to invest in order to be able to supply the pets and other materials needed for the production of Coca Cola. In Iasi, the two factories are located within less than one kilometer from each other and benefit from the same utilities. Unfortunately, this is not a very common situation for North-Eastern Romania, especially due to the fact that major investments are still to come. So far, most of the investments in North Eastern Romania were made in former communist factories and less in new factories. 

When considering an investment in the North Eastern region, any investor should start by identifying the main cities and their resources in terms of human resources, logistics, business opportunities. Iasi is the second largest university center after Bucharest and it offers a large number of graduates on a variety of fields. Bacau is mostly an industrial city and provides good specialists in the technical field. Suceava and Piatra Neamt are important centers for tourism and wood industry. Botosani and Vaslui are focused on the textile industry.
4.WORKFORCE MARKET SITUATION IN N-E ROMANIA
Considering the fact that Iasi is the largest city and biggest human resources provider in the region, I have focused on its current situation.

From a statistics point of view, the total population of Iasi is similar to the ones of Constanta, Cluj or Brasov (see Tabel 2). In terms of statistical unemployment rate, Iasi and Constanta have higher rates than Cluj and Brasov. If for Constanta it is understandable (due to seasonality), the situation is different for Iasi. The largest city of the North-Eastern region must attract investments in order to reduce unemployment rate and to provide economic growth.
Tabel 2 - City comparison in terms of population
	City
	Constanta
	Cluj
	Iasi
	Brasov
	Timisoara
	Craiova

	Total population
	336.309
	331.992
	320.888
	307.046
	303.640
	300.182

	Active population
	132.133
	142.500
	136.504
	137.903
	137.494
	126.579

	Employed
	115.604
	130.455
	119.791
	124.246
	127.017
	109.242

	Unemployed
	16.529
	12.045
	16.713
	13.657
	10.477
	17.337

	Unemployment 
rate (%)
	12.51
	8.45
	12.24
	9.90
	7.62
	13.70



While analyzing the potential of the area, we must compare Iasi with other university centers in the country, one of them being Timisoara. 

Tabel 3 – Number of academic graduates in Iasi in 2005
	University
	Domain
	No. of graduates 

	"Al. I. Cuza"
	Economics
	1228

	 
	Human Studies
	1677

	 
	Sciences
	836

	 
	Computer Science
	198

	 
	Other
	1059

	"Gh. Asachi"
	Computer Science
	206

	 
	Electronics & Telecommunications
	114

	 
	Other
	1394

	"Petre Andrei" 
	Economics
	350

	 
	Human Studies
	330

	 
	Other
	45

	"Stefan Lupascu"
	Economics
	64

	 
	Computer Science
	10

	 
	Other
	26



Comparatively, in 2005 Iasi had a number of 1642 economic studies graduates, while Timisoara had only 671. In other fields, the situation is similar. Still, Timisoara has a very dynamic economy, while Iasi still struggles to attract investors. Academic resources seem to be more important to Iasi than to Timisoara at this point.


Compared to Cluj and Timisoara, for example, Iasi has one major disadvantage on the labor market – it cannot offer qualified personnel with a lot of working experience, especially in the technical field. This is due to the fact that employees have not had many opportunities to work in major international companies.
An important factor is the salary level on different types of jobs. By comparing the maximum levels for some random jobs from Iasi and Cluj, we obtain the following: 
Tabel 4 – Salary levels in Iasi and Cluj

	
	IASI
	CLUJ

	Job profiles
	Annual salary in EUR
	Employer burden costs (31,257%)
	Total annual cost (EUR)
	Annual salary in EUR
	Employer burden costs (31,257%)
	Total annual cost (EUR)

	CEO
	47000
	14691
	61691
	50000
	15629
	65629

	COO
	28000
	8752
	36752
	24000
	7502
	31502

	Board level director
	17000
	5314
	22314
	19000
	5939
	24939

	Call Centre Manager
	10000
	3126
	13126
	12000
	3751
	15751

	Production Manager
	13000
	4063
	17063
	15000
	4688
	19689

	Project Manager
	17000
	5314
	22314
	25000
	7814
	32814

	Administrative Staff
	4800
	1500
	6300
	6000
	1875
	7875

	Production Operator
	3300
	1031
	4331
	3300
	1031
	4331



Source: Adecco Human Resources, Romania
We can observe the fact, except for the case of COOs, salaries in Cluj are higher than in Iasi. Should we have available data, Timisoara would rank higher than Cluj in this comparison, placing Iasi in an advantageous situation compared to the other two.
The first innovation park of Iasi, Technopolis, was inaugurated in June 2005.  It was co-financed by the PHARE 2000 programme. It functions as an innovative business incubator and it has the goal to use the results of research, to apply the cutting edge technologies in economy and to support the implication of universities in the process of social and economic development.  A natural spin-off from the park should be accelerated economic development in the region. 


Iasi was also developed from the logistics point of view and from this development also benefit the other counties in the North-Eastern region. Iasi has an international airport with direct daily flights to/from Vienna, two daily flights to / from Bucharest, a four lane road to Bucharest, ranked as one of the best in the country and passing Bacau, the second largest city in the region.
Considering present foreign investments in production (Bunge, Mittal Steel, Coca Cola, Zeelandia, National Paints, OMCO, BMT etc. and the new coming Delphi) and IT industry (Amazon, Siemens, Synygy, Easic, etc.), as well as the quality of college and university graduates in Iasi, in the next few years Iasi is expected to become once again an industrial city, relying mostly on the production and IT industries.

5. POTENTIAL STRATEGIES
Based on the strong points for the region and especially for Iasi, I would suggest two types of strategies to be followed by new investors. 
The first would be cost strategy and it would apply to production plants. Qualified personnel, lower salary costs, opportunities for mass production (food industry, heavy industry, textile industry) as well as medium levels of prices for utilities would encourage this type of strategy.
The second would be differentiation strategy and would apply to the IT industry. Specialists in the IT field who graduated and / or work in Iasi have been ranked by Microsoft as ones of the best in the field. The increase in the amounts that companies are willing to pay in the IT field has determined employees to seriously consider not leaving the country for economic reasons. If deducting rent and other expenses abroad they obtain the same amount as at home, they prefer not to leave the country. Therefore, the perspective of good specialists working in Romania becomes reality.
6. CONCLUSION
The next five to ten years will be a period of major changes in North-Eastern Romania. This is probably the last region in the European Union which has not yet received massive foreign investments. Also, we must not forget that it is the Eastern border of the EU and, beside other facts presented, Iasi is one of the largest cities of Romania, with a lot of potential. Investing in the North-Eastern region will be a must, before its environment becomes as competitive as Western Romania, with higher salary costs and less efficient from the economical point of view.

