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Foreign Direct Investment (FDI) statistics give information on one of the main
aspects of globalisation. FDI is a supplement or an alternative to cross border
trade in goods and services. For Balance of Payments statistics, Eurostat
maintainsIZI an FDI database with FDI statistics declared by Candidate
Countries~ (CCs). It gives the geographical breakdown of FDI and it also

provides users with detailed data by sector of activity.

FDI transactions in the CCs have experienced significant growth since 1996.
This publication investigates the recent evolution of FDI flows to the CCs, as
well as their distribution by activity and by investor country. In particular, it
deals with the role played by EU Member States, the main investors in CCs.
After an analysis of the recent evolution of FDI inflows to the CCs, we will try
to answer questions such as Which economic sectors were the most
attractive for FDI? Which investor countries played a crucial role for each
Candidate Country? In which activity sectors were each investor country
specialised?

The most recent data we use in the first part are the 2001 flows, while the
analysis by economic sector and investor country is based on the stock data
at end 1999.
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In 2001, the CCs received FDI flows of EUR 24.7 bn, 3% more than the
previous year (EUR 23.9 bn). The graph below shows the evolution of FDI
invested in the CCs from 1995 to 2001. During the period under examination

FDI flows received by the CCs, as a percentage of GDP (left-hand scale) and
in absolute values (right-hand scale)
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Provisional data for 2001 Candidate Countries FDI.

! The Candidate Countries are: Bulgaria, Cyprus, the Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Malta, Poland, Romania, the Slovak Republic, Slovenia, Turkey.



FDI inflows to the CCs more than doubled: from ECU 10.4 bn in 1995 to EUR 24.7 bn in 2001. Nevertheless, we
can observe a reduction in the annual growth rate during the seven years. In 1997 and 1998 FDI increased at
about 35%, while in the following three years, flows expanded but at a more moderate and decreasing pace (19%
in 1999, 27% in 2000 and 3% in 2001). In the graph on the previous page FDI inflows to the CCs are compared
with their GDP; the same ratio is presented for the European Union as well. Over the 1995-2001 period, this ratio
for the CCs increased progressively from 2.7% to 3.9%, recording an only decrease in 1996 (when the ratio
reached 2%). EU FDI inflows were, in comparison with GDP, smaller during the first three years, but then
exceeded the CCs ratio: in particular in 2000, when the FDI inflows increased also as an effect of financial
transactions linked to mergers and acquisitions that involved EU enterprises.

Direct investments from the CCs to other countries also increased during the period under examination: from
ECU 143 mio in 1995 to EUR 1587 mio in 2001. In 2001, the main investing countries were Turkey (EUR 555 mio),
Hungary (EUR 379 mio) and Cyprus (EUR 243 mio).

Net FDI inflows to the CCs more than doubled during the seven years under examination (from ECU 10 bn in 1995
to EUR 25 bn in 2001). FDI were the main source in financing the current account deficits that characterised CCs,
in particular from 1996 onwards. In fact FDI far outweighed other elements of the balance of payments financial
account, e.g. portfolio investment in 2001 registered net outflows of EUR 200 mio.

In the table below, the FDI inflows are shown for each Candidate Country in absolute value and as a percentage of
GDP, from 1997 to 2001. During this period, FDI flows received by the CCs doubled, going from ECU 12 bn to
EUR 25 bn. Poland, the Czech Republic, Turkey and Hungary were the main recipients of FDI, with EUR 18 bn in
2001 as a whole. The concentration of FDI increased during the first years of the period under examination: in 1997
the four countries mentioned above were the target of 69% of the total, while in 2000 their cumulative weight
reached 77%, slightly reducing, in 2001, to 74%. In general, the concentration of FDI was less pronounced looking
at the ratio of GDP. In any case, Poland, Hungary and, above all, the Czech Republic registered a ratio greater
than the average for nearly all years. Similarly, the Baltic Countries recorded often high ratios, in particular Estonia.
Among the other countries, Malta registered a high ratio of FDI to GDP, particularly in 1999 and 2000.

Inward FDI flows to CCs, in absolute values (mio ECU/EUR) and as a percentage of GDP (%), 1997-2001

1997 1998 1999 2000 2001

Mio ECU | % of GDP|[ Mio ECU | % of GDP|| Mio EUR | % of GDP| Mio EUR | % of GDP|| Mio EUR | % of GDP
Bulgaria 445 4.9 479 4.2 723 5.9 1086 7.9 397 26
Cyprus 433 5.8 237 29 642 74 872 9.1 728 71
Czech Rep. 1148 25 2416 4.8 4792 9.3 5405 9.7 5489 8.7
Estonia 235 5.8 513] 11.0 284 5.8 425 7.6 603 9.8
Hungary 1928 4.8 1815 4.3 1849 4.1 1837 3.6 2730 4.7
Lithuania 313 3.7 826 8.6 456 46 410 34 498 3.7
Latvia 460 9.3 318 5.8 352 5.7 442 5.7 198 23
Malta 71 24 238 7.6 830 24.3 674 175 350 8.7
Poland 4328 34 5677 4.0 6 821 4.7 10133 5.9 6 377 3.2
Romania 1071 34 1812 4.8 977 29 1110 28 1442 3.2
Slovenia 414 2.6 178 1.0 78 04 149 0.8 562 27
Slovak Rep. 154 0.8 504 2.6 306 1.6 318 1.5 1647 7.2
Turkey 710 0.4 838 0.5 763 0.4 1063 0.5 3647 2.2
TOTAL 11711 24 15 852 3.0 18 872 3.5 23 925 3.8 24 669 3.9
Provisional data for 2001.
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Services were the main target sector of FDI to CCs in 1999

At the end of 19997 the distribution of FDI positions in the CCs by main activity sectors® were fairly homogeneous
among the eight countries producing data with an activity breakdown®. In fact, FDI positions were concentrated in
two activity sectors: in nearly all the cases the first sector is total Services, followed by Manufacturing. The two
sectors made up respectively 40% and 54% of total Direct Investments received from abroad at the end of 1999 by
the countries under examination.

The graph below illustrates the part of these sectors in the aggregate inward FDI received by each Candidate
Country from abroad.

Part of Manufacturing and Services in 1999 FDI position (%)
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Bulgaria was the only country where the stock position was dominated by Manufacturing (52% of total activity),
followed by Services (45%).

For the other countries, Services took the first position, with a different weight from one country to an other. We can
identify three groups: a first group composed of Bulgaria alone, where Services account for less than 50% of FDI; a
second group including the Czech Republic, Poland, Slovenia and the Slovak Republic where Services account for
between 51% and 53% of total activity; the last composed of the Baltic Countries, where Services are much higher
than the average of the eight countries (above 65%).

The following section further develops the detail of Manufacturing and Services sectors for each of the three groups
of countries.

2 As stock data are generally provided with a delay of one year of in comparison with flows data, Eurostat has already received the stock
data for 2000 from the majority of the CCs. But unfortunately these data contain some missing information, so we preferred to use 1999
data. In any case, the available 2000 data present an activity structure similar to 1999.

3 The sectors considered are Agriculture and Fishing; Mining and Quarrying, Manufacturing, Electricity, Gas and Water; Construction,
Services. In the methodological notes at the end of this article, more information can be obtained on the breakdown of these main activities
sectors.

* These countries are Bulgaria, the Czech Republic, Estonia, Lithuania, Latvia, Poland, Slovenia and the Slovak Republic.
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Bulgaria is the only of these eight
countries where Manufacturing was
the dominant sector: FDI stocks were
mainly concentrated in the following
Manufacturing sub-sectors: Food
Products (17% of total activity), Metal
and Mechanical Products (11%) and
Petroleum Products (11%). These three
activities together accounted for three-
quarters of manufacturing sector and
39% of total activity.

The graph shows the weight of the main
sectors in total FDI in Manufacturing
and Services and other activities. The
considered sub-sectors are placed in
decreasing order, beginning with the
most relevant activity.

The second group is composed of the
four countries where the weight of
Services was between 51% and 53%
of total FDI at end 1999.

Bulgaria:
detail of activities in FDI liabilities at end 1999
30% 19%
Other Sectors Trade and
Repairs
11%
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For the Czech Republic, Poland,
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The Czech Republic, Poland, Slovenia and the Slovak Republic:
detail of activities in FDI liabilities at end 1999

Communications

Slovenia and the Slovak Republic as a
whole, Services accounted for 53% of
FDI; within the Services sectors, Trade
and Repairs and Financial
Intermediation attracted a great part of
FDI inflows (as a whole 35% of the

T LS% d total). In addition to these activities, the
s ean Czech Republic  also recorded
epairs significant investment in Transport and
Communications (12% of the total), and

Miscellaneous Manufacturing (12%).
In  Poland, Food Products and

17% o
i , Telecommunications presented a
Financial

- . o
Intermediation significant weight (both 9%).
In the Slovak Republic, Trade and

10% Repairs were more important than the
Transportand sum of the four countries making up the
group (26% against 18%), followed by
Metal and Mechanical Products (17%)

and Financial Intermediation (15%).

In Slovenia, Real Estate and Business and Petroleum Activities were the third and fourth sectors (representing,
respectively, 13%, and 12% of direct investment from abroad) after Trade and Repairs and Financial Intermediation

(17% and 18%, respectively).

The graph above illustrates the shares of the most significant activities in total FDI received by the four countries
composing the group under examination: Czech Republic, Poland, Slovenia and Slovak Republic.
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The Baltic Countries are distinguished
from the other Candidate Countries by a
stronger concentration of FDI inflows
in Services: 73% for Estonia, 71% for

The Baltic countries:
detail of activities in FDI liabilities at end 1999

Latvia and 66% for Lithuania. Foreign 22%
investors invested their assets in Trade 319% CTra”SpO_rt i_”d

: H : ommunicatons
and Repairs (19%), Financial Other Sectors

Intermediation (20%), and Transport
and Communications enterprises (22%).

In Estonia, the country where FDI
invested in Services took the largest
share, Transport and Communications
ranked first (28% of total FDI), followed 8%

by Financial Intermediation (24%). Food Products

20%
Financial
Intermediation

In Latvia and Lithuania, Trade and

Repairs came first with respectively 19%
22% and 23% of the investment, Trade and Repairs
followed by Transport and

Communications (respectively 20% and
19%) and Financial Intermediation The graph above illustrates the specialisation of FDI stock in the
(respectively 19% and 16%). Baltic Countries for the total of the three countries.

1999 FDI stocks by activity sector and investor country

In the paragraphs below, we intend to examine which countries mainly invested FDI in the CCs and in which
activity sectors.

The European Union Member States were the main sources of FDI for the CCs from 1996 onwards: in 1999, they
provided 79% of the total FDI liabilities in CCs ®.In 1999 stock, EU residents provided 86% of FDI in the Czech
Republic and 80% in Poland. The United States also showed an interest in the CCs, providing 11% of 1999 FDI
stocks in Poland and 7% in the Czech Repubilic.

In general, EU investors showed a preference for the CCs which are geographically close to their own country.
Swedish, Finnish and Danish investors were active in the Baltic countries, contributing 49% of inward FDI stocks.
In particular, Swedish investors supplied 41% of Estonian and 17% of Lithuanian FDI stocks, mainly invested in
Financial Intermediation activities. Austrian and German investors were important sources of FDI for Slovenia and
the Slovak Republic. In Poland, Dutch investors held the largest stocks, followed by German and French.

At the end of 1999, more than half of foreign direct investment in the CCs was held by three countries: the
Netherlands (22%), Germany (20%) and the United States (9%). Austrian and French investors (both 7%) also had
a significant share of FDI in the CCs.

In order to analyse in detail the sectors of investment of the main investor countries we again consider the three
groups of CCs used in the previous paragraph, with the exception of Bulgaria, for which FDI data with a
geographical breakdown were not available.

As mentioned before, the main sectors of investment in the second group (the Czech Republic, Poland, Slovenia
and the Slovak Republic) were Trade and Repairs, Financial Intermediation and Transport and Communications.

7 In 2000, this ratio reached 87%. For more information on the role of EU investors in CCs FDI see Statistics in Focus Theme 2 — 24/2002,
“EU Member States largest Foreign Direct Investors in Candidate Countries”. For this ratio, we considered the countries for which data
are available: Bulgaria, Czech Republic, Estonia, Lithuania, Latvia, Poland, Slovenia and Slovak Republic.
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Dutch investors, followed by German, were the largest contributors of FDI capital to the Czech Republic and in
Poland. In the Czech Republic, the Dutch invested primarily in Transport and Communications (35% of Dutch
assets in the Czech Republic), whereas Germans preferred the Trade and Repairs sector (16%). Belgium and
Luxembourg held first position in Financial Intermediation assets (dominated mainly by Monetary Intermediation).
In Poland, the Dutch preferred Trade and Repairs whereas Germans invested mainly in Financial Intermediation.
Austrian and German residents held the most significant positions in Slovenia and in the Slovak Republic (55% of
FDI assets in Slovenia and 39% in the Slovak Republic). Financial Intermediation followed by Trade and Repairs
attracted the largest amounts of their FDI. Austrians provided 84% of the FDI position in Financial Intermediation in
Slovenia and 25% in the Slovak Republic.

For the third identified group, the Baltic Countries, we can consider only two countries, because FDI data with the
activity breakdown by partner were not available for Lithuania.

The main investors of FDI capital in the Baltic Countries were the Swedish, followed by the Finnish, the American
and the Danish investors.

In Estonia, Swedish investors held the strongest position at the end of 1999 (41% of total FDI stocks),
concentrating their assets mainly in Financial Intermediation (53% of Swedish assets in Estonia, largely
concentrated in Monetary Intermediation), and Transport and Communications. Finland invested mainly in
Telecommunications and Trade and Repairs (35% and 23% respectively).

In Latvia, Denmark, the United States and Germany were the main contributors of FDI assets at the end of 1999.
The Danish invested mainly in Transport and Communications, while the Americans preferred Trade and Repairs
and the Germans held a strong position in Financial Intermediation.

In the following table, we present the specialisation of the main investor countries of FDI in the Czech Republic,
Estonia, Latvia, Poland, Slovenia and the Slovak Republic at end 1999. The investor countries covered are those
who invested more than EUR 1500 mio in the six Candidate Countries as a whole (the investor countries are put in
descending order, beginning with the country with higher FDI stock in the six countries considered as a whole). For
each investor country, the activity sectors receiving the largest amount of FDI are given.

> ESSENTIAL INFORMATION - METHODOLOGICAL NOTES

Foreign direct investment (FDI) is the category of international investment, within the Balance of Payments Financial Account, that
reflects the objective of obtaining a lasting interest by a resident entity in one economy in an enterprise resident in another economy.
The lasting interest implies the existence of a long-term relationship between the direct investor and the enterprise, and a significant
degree of influence by the investor on the management of the enterprise. Formally defined, a direct investment enterprise is an
unincorporated or incorporated enterprise in which a direct investor owns 10% or more of the ordinary shares or voting power (for an
incorporated enterprise) or the equivalent (for an unincorporated enterprise).

FDI flows and positions

Through direct investment flows, an investor builds up a foreign direct investment position that features in the international investment
position of the country. This FDI position (sometimes called FDI stock) differs from the accumulated flows because of revaluation
(changes in prices or exchange rates, and other adjustments like rescheduling or cancellation of loans, debt forgiveness or debt-equity
swaps).

Data Base for BoP CCs

Eurostat publishes in New Cronos annual data about the stocks and the flows of FDI and the income related to these aggregates,
beginning with the year 1997. The CCs, as well as the EU MSs, are requested to provide data with a detailed breakdown by countries
and sectors of activity. However, the data are not available for every country and every year with the required breakdown. In this review,
we referred to the data sent by the CCs to Eurostat. For the Czech Republic, we used also statistics from the website of the Czech
National Bank for 2000 flows. For Lithuania, we employed 2000 data for stocks.

In the activities breakdown the sectors considered are Agriculture and Fishing, Mining and Quarrying, Manufacturing, Electricity, Gas
and Water, Construction, Services. Services consist of trade and repairs, hotels and restaurant, transport and communications, financial
intermediation, real estate and business activities, other services. Manufacturing includes food products; textiles and wood activities;
petroleum, chemical, rubber and plastic products; metal and mechanical products; machinery, computers, RTV, communications;
vehicles and other transport equipment.

[/
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Specialisation of the main investor countries in the Czech Republic, Estonia, Latvia, Poland, Slovenia and
the Slovak Republic - 1999 stock (mio EUR)

CZECH SLOVAK
REPUBLIC ESTONIA | LATVIA | POLAND | SLOVENIA REPUBLIC
NETHERLANDS TOTAL 5368 38 43 6 637 105 388
Manufacturing 1463 3 1 2747 49 239
-Food Products 676 3 1 1124 29 130
-Petroleum, Chemical, Rubber, Plastic Products 157 0 0 324 7 40
-Metal and Mechanical Products 81 - 0 289 3 27
Trade and Repairs 1051 3 18 1729 35 23
Transport and Communications 1878 22 26 740 1 24
Financial Intermediation 339 1 0 716 0 80
GERMANY TOTAL 4651 58 152 5366 342 560
Manufacturing 2574 19 52 2357 283 403
-Food Products 119 0] 4 524 46 30
-Vehicles + Other Transport Equipment 663 0 1 310 7 79
-Metal and Mechanical Products 259 2 5 211 55 112
Trade and Repairs 726 9 28 967 49 82
Financial Intermediation 428 5 35 1190 1 55
UNITED TOTAL 1176 97 191 2934 106 278
STATES OF Manufacturing 543 34 25 1050 25 149
AMERICA -Petroleum, Chemical, Rubber, Plastic Products 239 11 1 401 9 45
-Vehicles + Other Transport Equipment 144 0 0 137 1 0
Trade and Repairs 61 10 98 433 4 55
Financial Intermediation 317 4 27 773 36 44
AUSTRIA TOTAL 1772 26 22 830 1117 538
Manufacturing 384 23 7 189 236 110
-Textiles + Wood Activities 85 3 2 19 97 7
Trade and Repairs 488 4 1 86 181 169
Financial Intermediation 477 0 2 432 411 106
UNITED TOTAL 885 67 107 939 103 277
KINGDOM Manufacturing 175 17 20 465 45 161
-Petroleum, Chemical, Rubber, Plastic Products 0 0 5 207 23 0
-Metal and Mechanical Products 114 0 0 34 0 158
Trade and Repairs 116 26 35 242 29 107
SWEDEN TOTAL 257 996 166 653 3 17
Manufacturing 165 135 44 291 1 11
-Textiles + Wood Activities 101 35 26 99 0 8
-Transport and Communications 0 262 35 80 1 0
Financial Intermediation 0 529 31 64 0 0
BELGIUM and TOTAL 984 7 1 572 19 42
LUXEMBOURG Manufacturing 235 2 - 285 8 10
Financial Intermediation 655 - - 144 0 0

The symbol “-“ means that the data are not available.

eurostat
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Further information:

> Databases

NewCronos,

Domain Theme2/bop/bopcc

To obtain information or to order publications, databases and special sets of data, please contact the Data Shop network:

BELGIQUE/BELGIE DANMARK DEUTSCHLAND ESPANA FRANCE ITALIA - Roma
Eurostat Data Shop DANMARKS STATISTIK STATISTISCHES BUNDESAMT INE Eurostat Data Shop INSEE Info Service ISTAT
Bruxelles/Brussel Bibliotek og Information Eurostat Data Shop Berlin Paseo de la Castellana, 183 Eurostat Data Shop Centro di Informazione Statistica
Planistat Belgique Eurostat Data Shop Otto-Braun-Strale 70-72 Despacho 011B 195, rue de Bercy Sede di Roma, Eurostat Data Shop
Rue du Commerce 124 Sejragade 11 (Eingang: Karl-Marx-Allee) Entrada por Estébanez Calderon Tour Gamma A Via Cesare Balbo, 11a
Handelsstraat 124 DK-2100 KGBENHAVN @ D-10178 BERLIN E-28046 MADRID F-75582 PARIS CEDEX 12 1-00184 ROMA
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Tel. (32-2) 234 67 50

Fax (32-2) 234 67 51

E-mail: datashop@planistat.be

URL: http://www.datashop.org/

TIf. (45) 39 17 30 30
Fax (45) 3917 30 03
E-mail: bib@d

dk
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bibliotek

Tel. (49) 1888 644 94 27/28

Fax (49) 1888-644 94 30

E-Mail: datashop@destatis.de
URL:http://www.eu-datashop.de/

Tel. (34-91) 583 91 67/ 583 95 00
Fax (34-91) 583 03 57

E-mail: datashop.eurostat@ine.es
URL: http:/www.datashop.org/

Tél. (33-1) 53 17 88 44
Fax (33-1) 53 17 88 22
E-mail: datashop@insee.fr

Tel. (39-06) 46 73 31 02/06
Fax (39-06) 46 73 31 01/07
E-mail: dipdiff@istat.it

ITALIA - Milano LUXEMBOURG NEDERLAND NORGE PORTUGAL SCHWEIZ/SUISSE/SVIZZERA
ISTAT Eurostat Data Shop Luxembourg STATISTICS NETHERLANDS Statistics Norway Eurostat Data Shop Lisboa Statistisches Amt des Kantons
Ufficio Regionale per la Lombardia  46A, avenue J.F. Kennedy Eurostat Data Shop-Voorburg Library and Information Centre INE/Servigo de Difusao Ziirich, Eurostat Data Shop
Eurostat Data Shop BP 1452 Postbus 4000 Eurostat Data Shop Av. Anténio José de Almeida, 2 Bleicherweg 5
Via Fieno 3 L-1014 LUXEMBOURG 2270 JM VOORBURG Kongens gate 6 P-1000-043 LISBOA CH-8090 Ziirich
1-20123 MILANO Tél. (352) 43 35-2251 Nederland Boks 8131 Dep. Tel. (351-21) 842 61 00 Tel. (41-1)225 12 12
Tel. (39-02) 80 61 32 460 Fax (352) 43 35-22221 Tel. (31-70) 337 49 00 N-0033 OSLO Fax (351-21) 842 63 64 Fax (41-1)22512 99

Fax (39-02) 80 61 32 304
E-mail: mileuro@tin.it

E-mail: dslux@eurostat.datashop.lu
URL: http://www.datashop.org/

Fax (31-70) 337 59 84
E-mail: datashop@cbs.nl

Tel. (47) 21 09 46 42/43
Fax (47) 2109 45 04
E-mail: Datashop@ssb.no

SUOMI/FINLAND SVERIGE UNITED KINGDOM UNITED STATES OF AMERICA
STATISTICS FINLAND STATISTICS SWEDEN Eurostat Data Shop HAVER ANALYTICS
Eurostat Data Shop Helsinki Information service Office for National Statistics Eurostat Data Shop
Tilastokirjasto Eurostat Data Shop Room 1.015 60 East 42nd Street
Ehfgoozz THastokesk Karlavégen 100 - Box 24 300 Cardiff Road Suite 3310
Tyopajakaty 3B 2 Komos. Helsinki S-104 51 STOCKHOLM Newport South Wales NP10 8XG NEW YORK, NY 10165
) ' Tfn (46-8) 50 69 48 01 United Kingdom USA

P. (358-9) 17 34 22 21
F. (358-0) 1734 2279

Sahkoposti: datashop@stat.fi

URL: http://www.tilastokeskus.filtk/kk/datashop/

Fax (46-8) 50 69 48 99

E-post: infoservice@scb.se
URL:http:/www.scb.se/tjanster/datasho
p/datashop.asp
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E-mail: eurodata@haver.com
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URL: http://www.statistik.zh.ch
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