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EDITORIAL

Understanding
the Equation
By the Romanian Business Digest team

W

hile the Romanian businessmen
and entrepreneurs are trying to
figure out how to make the best
use of the internal ingredients and economic
tools for their businesses to grow – and this
is what Romanian Business Digest defines as
‘the equation’ – a new series of variables
comes from the international economic
scene. In short: the Brexit.
Do we understand why the majority of
British voters opted to leave the EU? The
best ‘YES’ was motivated by the former
CEO of PIMCO, Mohamed El-Erian
(PIMCO is one of the world’s largest bond
investors managing assets of USD 1.5
trillion). The economist, who coined the
term ‘new normal’ to describe the world
economy after the Great Recession, defines
it as the ‘improbable and unthinkable
turning into realities when Western
economies get stuck in a prolonged period
of low economic growth and worsening
inequality’. And the so defined ‘new normal’
is one of the reasons for the majority of
British voters opting to leave, even if the
process of UK leaving the EU was highly
improbable and, for most of the economists,
unthinkable.
The unthinkable LEAVE makes it harder for
any entrepreneur to define and understand
‘the equation’ because the new situation
acts, as El-Erian states, as the newest leading
indicator for the world economy: while the
EU 27 wants an ‘ever closer Union’, the +1,
UK, is trying to preserve what it was looking
for, from the very first time, from the EU: a
super free trade arrangement. How the two

parts will negotiate the existence of the no
barrier in terms of trades for the brand new
out-of-EU United Kingdom, will show if
the world economy has the capacity to end
the ‘secular destruction’ we witnessed after
the Great Recession. If it succeeds, we will
witness a jump start of the world economy,
while the alternative means another crisis
favoured by policy mistakes and financial
and democratic accidents.
As a consequence, we now have more
questions than answers regarding this very
complex ‘equation’. So, in a fantastic effort
to define the variables that might impact
the growth of the Romanian economy in
2016 and beyond, the key persons and
CEOs interviewed exclusively for Romanian
Business Digest manage to draft what we
are we going to see in the next period of
time. Some of the managers describe
Romania as ‘the country of business paradox,
where creative destruction is biased more
towards destruction’. You will also find that
the SME sector has not fully recovered after
the crisis and that finance alone cannot meet
the challenges facing the Romanian
companies. Some managers see that the
Romanian entrepreneurs are now more
mature and understand better what is
required not only to have a stable business,
but to grow it further and that is why, in
their view, Romania is better positioned
than ever in the eyes of the investors. We
have further to see if ‘the new pearl of the
region’ status is just wishful thinking or, in
the new normal, we have the ingredients to
make it real. How can companies navigate
in the new Brexit context in order to
6 Romanian Business Digest•2016

maintain one of the fundamental principles
of the EU – the free movement of workers,
which helps companies move their workers
where their skills are needed? We shall see.
There are also some uncertainties regarding
the recent fiscal expansion of the Romanian
economic policy. Will it bring a pro-cyclical
boost of private consumption and wage
increases, while inhibiting the fixed
investments sector or will the economic
expansion, due to booming consumption,
be sustainable in the benefit of the
companies? You’ll find arguments for both
sides. You will also find an unbeatable
conclusion: the Internet of Things for
business is now turning into reality and it
proves to be the most viable solution to
drive innovation within companies.
Sooner or later, the Brexit crisis will be over
(rather later), but the ingredients that lead
to the crisis, subsumed under what we call
‘inequality’, might persist in terms of
income, wealth and opportunity. It is time
for the business elite to turbo charge their
productive views by using technical
innovations, in order to avoid some of the
vulnerabilities in the Romanian economy.
You shall find amongst the pages of
Romanian Business Digest the full answer
for how the Romanian economy can be
more coherent, more confident, and more
inclusive in 2016 and how it can avoid the
mix of mistakes in economic policies and
financial accidents. And that is probably
part of the most complex equation of the
century that we have to solve and
understand.
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Outlook for 2016-20
Macroeconomic policy since the 2008-09 global economic crisis has
largely corrected internal and external imbalances, but spending
pressures are building again, as fiscal policy has been relaxed and
structural reforms have been delayed.

By The Economist Intelligence Unit

POLITICAL OUTLOOK

Political stability

Following mass protests and the
resignation in November 2015 of the
government led by Victor Ponta’s Social
Democratic Party (SDP), a technocratic
government led by Dacian Ciolos is in
charge until the parliamentary election in
November 2016. The president, Klaus
Iohannis, elected in November 2014,
effectively imposed a presidential system
of government after the public lost
confidence in the ruling parties. Mr
Ciolos’s inexperienced government,
dependent on the support of SDP
deputies, can do little other than
implement policies agreed by the previous
government. It is essentially a holding
operation until the election.
After 26 years of post-communist
democratic
transition,
popular
dissatisfaction with the political class runs
deep. The fire on October 30th 2015 at the
Colectiv nightclub in the capital,
Bucharest, which resulted in 64 deaths,
appears to have been a turning-point in
Romania’s post-1989 history. The tragedy
ignited public anger about pervasive
corruption and unaccountable politicians,
and led to large demonstrations in
Bucharest and other towns and cities. The

appointment of a technocratic government
was an acknowledgement of the extent of
popular distrust of the political system.

electoral system that was in place before
2008, which is effectively proportional
representation at the county level.

A poll conducted in early 2016 by the
Romanian Institute for Evaluation and
Strategy (IRES) found that 90% of
Romanians have little or no confidence in
political parties. Tainted by corruption and
led by discredited politicians, the main
political parties have little appeal for the
electorate. This was confirmed by the low
turnout of just above 50% in the mayoral,
country and local elections held on June
5th (turnout in Bucharest was only 33%,
and just 24% of the electorate voted for
either of the two major parties), well down
on the 64% recorded in the second round
of the presidential election in 2014.

Election watch

Traditionally, the countrywide local
election results have been a good guide to
the probable outcome of the parliamentary
election that is held later in the same year.
The results of the June 2016 local elections
point to the return in November 2016 of a
government headed by the SDP in alliance
with its allies in the National Union for
the Progress of Romania (UNPR) and the
Association of Liberals and Democrats
(ALDE). In the November election
Romania will revert to the parliamentary

The parliamentary election in November
2016 will have new rules, following
changes to electoral law in 2015.
The election will be organised as a listbased system, last utilised in 2004.
The amended electoral law stipulates a
representation norm of 73,000 citizens
per deputy (elected to the Chamber of
Deputies – the lower house of parliament)
and of 168,000 citizens per senator
(elected to the Senate – the upper house).
This will decrease the number of
members of parliament from the 588
elected in 2012 to 466 in 2016. There will
be 308 deputies, plus 18 deputies
representing minorities, and 134 senators.
An additional four deputies and two
senators will be elected by the diaspora.
These two senators will be elected by
postal vote.
The SDP and its allies won an emphatic
victory in the mayoral elections, beating
the centre-right National Liberal Party
(NLP) by 17 percentage points (51% to
34%). The margin was closer in terms of
the popular vote, with the SDP and its
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Picture hidden trends coming into plain sight.

The European Commission monitors Romania’s
progress under the co-operation and
verification mechanism, with a focus on
reforming the judiciary and tackling
corruption.

allies leading the NLP by about 6
percentage points, at 39% to 33%. The
share of the vote for the SDP was in line
with opinion polls conducted in May, but
that for the NLP was down by 5-6
percentage points. The poor performance
of the NLP, which was supported by
roughly 16% of the electorate, indicates
either weariness with the anti-corruption
campaign waged by Mr Iohannis or simply
popular distrust of NLP politicians.
Relations between the president and the
NLP have cooled noticeably since the
elections. With only 4% of the Bucharest
electorate voting for the NLP candidate,
Catalin Predoiu, who was widely expected
to be Mr Iohannis’s nominee for an NLP

premiership, the president may be
tempted to establish a new party and try
to mobilise behind it the support of the
6.2m voters who supported him in the
2014 presidential election.
At 20% of the electorate, support for the
SDP and the UNPR in the local polls was
not particularly strong. However, the SDP
may have benefited politically from the
strong growth of household disposable
incomes, stimulated by tax cuts and wage
increases that the outgoing government
(which was SDP-led) announced in 2015
and which the technocratic government
subsequently
implemented.
The
disaffected public mood and the lack of

SAS® VISUAL ANALYTICS
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party loyalties among the electorate
(outside of the patronage-dispensing local
party machines that dominated the
mayoral contests) make it very difficult to
predict election outcomes with any degree
of confidence.

International relations
The European Commission monitors
Romania’s
progress
under
the
co-operation and verification mechanism,
with a focus on reforming the judiciary
and tackling corruption. In 2015
corruption became a politically charged
affair, when the then prime minister, Mr
Ponta, was indicted on corruption
charges. In its January 2016 report, the
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Commission praised the headway made
by the National Anti-Corruption
Directorate (DNA) in securing the
convictions of prominent politicians and
other public figures charged with
corruption. The DNA indicted 1,250
defendants. However, the Commission
criticised parliament for its lack of respect
for the judiciary and judicial decisions,
and for voting to maintain parliamentary
immunity from prosecution in cases of
alleged corruption. At a meeting in March
2016 EU foreign and European affairs
ministers decided to keep the co-operation
and verification mechanism in place for
both Romania and Bulgaria.
On May 12th the US officially activated a
land-based missile shield system at a former
air base at Deveselu in southern Romania,
prompting sharp recriminations from
Russia, which has said that the system is a
direct threat to it. Now that the system has
become operational, tensions between
Russia and Romania are likely to increase.
In a referendum on June 23rd the UK
voted to leave the EU. This will not have
any immediate negative impact on
Romania. The UK is not a major trading
partner and trading relations will not be
adversely affected in the short term.
However, since the opening of the UK
labour market to Romanians in January
2014, increasing numbers have gone to
work in the UK. Tougher immigration
rules may cap these numbers in future, but
nothing is likely to change in the short
term while the UK negotiates the terms of
its departure. The political repercussions
of Brexit could be more far-reaching,
however, especially if it results in the
evolution of a two-tier EU, with Romania
being consigned to the second tier.

ECONOMIC POLICY
OUTLOOK

Policy trends

Macroeconomic policy since the 2008-09
global economic crisis has largely

corrected
internal
and
external
imbalances, but spending pressures are
building again, as fiscal policy has been
relaxed and structural reforms have been
delayed. Romania’s stand-by arrangement
with the IMF, which had been stalled for
one year after disagreements about the
SDP-led government’s fiscal policies,
expired in September 2015. An IMF
mission visiting Romania in March 2016
for Article IV consultations issued a strong
warning that tax cuts and wage increases
threaten financial stability after 2016.

the first five months of 2015 to 8.8% in the
last seven months. In 2016 the government
targets a consolidated budget deficit
equivalent to 2.8% of GDP on a cash basis
(equivalent to 2.95% of GDP using the EU’s
ESA 2010 methodology). Budget revenue is
officially
projected
at
Lei231.1bn
(US$55.4bn) in 2016, equivalent to 31.1%
of GDP; expenditure is set at Lei252bn,
equivalent to 33.8% of GDP.

The government cut the rate of valueadded tax (VAT) on foodstuffs (excluding
alcoholic beverages and tobacco) from
24% to 9% in June 2015. On January 1st
2016 the standard VAT rate fell from 24%
to 20% (it will be reduced to 19% in
January 2017 under the present fiscal
code). On October 27th 2015 the
government adopted an emergency
decree amending the fiscal code, bringing
forward to 2016 several tax cuts planned
for 2017. Among other measures, the tax
on dividends was cut from 16% to 5%, and
VAT on drinkable water was reduced from
20% to 9% from January 2016. From May
1st 2016 the technocratic government
implemented a 19% increase in the
minimum wage. Structural reforms to
improve corporate governance and
efficiency in public enterprises are
unlikely to make much headway until a
new government is formed. The
Economist Intelligence Unit expects some
fiscal moderation later in 2017, but this
will come too late to prevent the fiscal
deficit exceeding EU rules that year (on
the ESA 2010 measure).

Tax cuts will have a negative effect on
revenue generation, but improvements in
tax collection and absorption of EU
funding in 2015, indicating a betterfunctioning
central
administration,
suggest that there is a chance of meeting
the target. (A recent study by an
accountancy firm, PwC, estimates that
Romania loses about €8.3bn – US$9.2bn –
annually as a result of VAT tax evasion.)
The consolidated government budget
recorded a cumulative five-month deficit
of almost €173m (US$192m; 0.1% of
GDP) in January-May, compared with a
surplus of €1.4bn (0.9% of GDP) in the
year-earlier period. However, the
cumulative deficit is smaller than had
been expected. We forecast a deficit
equivalent to 2.9% on the national
measure (3% on the ESA 2010 measure) in
2016 and 3% of GDP in 2017 (3.2%, ESA
2010), putting Romania in breach of EU
fiscal rules. We expect the next
government to abandon or reverse some
of the planned new tax cuts in 2017 and
to oversee a modest fiscal tightening in
2018 to avoid a consumption-led excessive
widening of the external deficit. Over the
medium term we expect fiscal
consolidation to be broadly maintained.

Fiscal policy

Monetary policy

The consolidated budget recorded a deficit
of 1.5% of GDP in 2015, but this 12 month
total included a deficit of 2.4% of GDP in
the last seven months of the year. The
growth of VAT receipts slowed from an
impressive 17.5% year on year (largely as a
result of a crackdown on VAT evasion) in

The National Bank of Romania (NBR, the
central bank) operates an inflationtargeting regime with a multi-year target
of 2.5% (±1 percentage point). The NBR
began a policy of monetary easing in July
2013, cutting its monetary policy rate by a
cumulative 325 basis points between July
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The appointment of a technocratic government
was an acknowledgement of the extent of
popular distrust of the political system.

2013 and May 2015 in response to a
progressive reduction in inflation, weak
domestic demand, negative credit growth
and a persistent negative output gap. The
central bank has kept the rate at 1.75%
since May 2015. We expect the NBR to
hold the monetary policy rate at 1.75% in
2016, amid general uncertainty about the
fallout from the UK’s decision to leave the
EU, the slow-down in Chinese and
emerging-market growth, and the
relaxation of domestic fiscal policy.
Romania’s monetary policy rate remains
one of the highest in the EU, and compares
with a rate of 0% in the euro zone and 1.5%
in Poland.
The governor of the NBR, Mugur Isarescu,
has said that Romania’s target date of
2019 for joining the euro zone is no longer
feasible, as the country would not be
technically prepared to join the European
exchange-rate mechanism (ERM II) by
June 2016. The government has now
abandoned the 2019 target date for euro
entry and has said that a detailed plan to
join the euro zone will be presented in
2017. We expect euro adoption to be
postponed into the mid-2020s, and
perhaps indefinitely.

ECONOMIC FORECAST

Economic growth

Romania’s real GDP grew by 3.8% in 2015.
The increase in consumer purchasing
power following the cut in VAT on
foodstuffs in June 2015, from 24% to 9%,
was the main stimulus to growth in the
second half of 2015. Consumer demand
was boosted by rising real household
disposable income, owing to increases in
wages, pensions and remittances from
abroad, and rapid growth of new
consumer loans. Final consumption
expenditure by households rose by 5.9%
and contributed 5.6 percentage points to
growth. The other growth stimulus came
from gross fixed investment, which grew
by 7.7% year on year and contributed 1.8
percentage points to growth.

International assumptions
2015
2016
ECONOMIC GROWTH (%)
2.4
1.8
US GDP
1.6
1.6
Euro area GDP
1.9
1.7
EU28 GDP
2.4
2.2
World GDP
2.7
2.9
World trade
INFLATION INDICATORS (% unless otherwise indicated)
0.1
1.3
US CPI
0.0
0.1
Euro area CPI
0.0
0.2
EU28 CPI
-4.6
-1.7
Manufactures (measured in US$)
40.3
52.4
Oil (Brent; US$/b)
Non-oil commodities
-17.3
-5.2
(measured in US$)
FINANCIAL VARIABLES
US$ 3-month commercial
0.2
0.5
paper rate (av; %)
0.0
-0.1
€ 3-month rate
1.11
1.08
US$:€ (av)
4.01
4.15
Lei:US$ (av)
4.44
4.49
Lei:€ (av)

Growth of 4.3% (4.2% seasonally adjusted)
in the first quarter of 2016 was driven by
the rapid growth of retail turnover of 19%
year on year (16.9% seasonally and
working-day adjusted) following the cut
in standard VAT from 24% to 20% on
January 1st. In January-April retail sales
grew by 17.7% year on year (adjusted) and
19.1% unadjusted. Increases in publicsector wages contributed to an increase in
gross nominal wages of 12.1% year on
year in January-April and an even stronger
rise in real terms given deflation.
Seasonally adjusted industrial output
growth was modest over the first four
months, at 0.7% (driven by 2.5% growth in
manufacturing), and consumer demand is
being partly met by increasing imports.
Tax cuts and wage growth will bolster
household consumption growth in 2016
and 2017, when we forecast real GDP
growth of 4.5% and 3.4% respectively.
Strong domestic demand growth will
compensate for the euro zone growth
slowdown that we forecast in 2017.
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2017

2018

2019

2020

2.2

2.3

1.0

2.1

1.3

1.5

1.3

1.4

1.0

1.4

1.3

1.6

2.4

2.6

2.1

2.5

3.6

3.7

2.8

3.3

2.2

2.3

1.3

1.7

1.2

1.5

1.5

1.6

1.0

1.3

1.4

1.5

2.6

3.4

4.5

4.3

52.5

65.0

62.4

61.4

5.7

4.7

-2.9

-1.0

0.6

1.4

1.5

1.0

-0.1

-0.1

-0.1

0.3

1.07

1.12

1.13

1.15

4.20

4.04

3.97

3.93

4.50

4.50

4.50

4.50

Sustaining growth of this magnitude over
the medium term will depend on the
economy’s capacity to respond to the
demand stimulus, which in turn depends
on more rapid progress in implementing
structural reforms. Signs of capacity
constraints in some sectors of industry,
for example in the automotive sector,
suggest the need for deeper structural
reforms to boost labour productivity, and
for increased expenditure on education
and infrastructure rather than on
consumption. The economy is facing
severe labour shortages in some sectors,
notably automotives, with an estimated
2.4m Romanians working abroad. This is
likely to be a disincentive to foreign
investment in the medium and long term.
We forecast average real GDP growth of
3.4% per year in 2018-20.
Better absorption of funding from the EU
would contribute to investment in
infrastructure, boosting export potential
over the long term. Romania has obtained

MACROECONOMIC OUTLOOK

a potential €22bn in structural funds from
the EU budget for 2014-20, and is also to
receive €17.5bn in funds for agriculture
during this period, under the common
agricultural policy. However, Romania’s
absorption of EU structural funding is
poor, despite some improvement;
administrative deficiencies and the need
for the government to co-finance projects
will limit prospects for a significant
increase in the absorption rate.

forecast a milder weakening against the
dollar in 2016, continued relative stability
against the euro and a modest real effective
depreciation against a trade-weighted
currency basket. We expect the leu to
appreciate modestly in real terms over most
of the forecast period, in line with
productivity differentials, as the economic
recovery continues.

External sector
In 2015 the current-account deficit
expanded to US$2bn, equivalent to 1.1%

Inflation
A series of tax cuts in 2015-16 has driven
negative annual inflation over the past 12
months. Consumer prices edged up by
0.3% month on month in May, but the
annual inflation rate, as measured by the
consumer price index (CPI), dropped to
-3.5%, from -3.3% in April. Buoyant
consumer demand will drive up inflation
in the second half of 2016, when the
impact of the June 2015 VAT cut is
removed from the CPI. We expect average
deflation of 0.9% and year-end inflation of
1.7% in 2016. In 2017 we expect average
inflation of 3.2% and year-end inflation of
2.8% as the impact of the VAT cuts is
removed from the CPI. We forecast annual
average inflation of 2.4% in 2018-20.

Exchange rates
The leu depreciated in nominal terms by
16.4% on average against the dollar in 2015.
It remained stable against the euro, at
Lei4.4:€1, which represents a depreciation
in real terms of 0.6%. The leu depreciated in
real effective terms by 4% against a tradeweighted basket of currencies in 2015. We

of GDP, from US$951m in 2014. In
January-April 2016 the current-account
deficit was €1.84bn, compared with a
surplus of €282m in the year-earlier
period. The deterioration in the currentaccount balance resulted from a widening
of the primary income deficit from €780m
to €2.5bn and an expansion of the
merchandise trade deficit from €1.8bn to
€2.5bn. As domestic demand fuels import
growth, we forecast a widening of the
deficit to 2.6% of GDP in 2016 and to an
annual average of 3.3% of GDP in 2017-20.

Forecast summary (% unless otherwise indicated)
Real GDP growth
Industrial production growth
Gross agricultural production growth
Unemployment rate (end-period)
Consumer price inflation (av; national
measure)
Consumer price inflation (end-period;
national measure)
Consumer price inflation (av; EU
harmonised measure)
Commercial bank lending rate (av)
Consolidated budget balance
(% of GDP)
Exports of goods fob (US$ bn)
Imports of goods fob (US$ bn)
Current-account balance (US$ bn)
Current-account balance (% of GDP)
External debt (end-period; US$ bn)
Exchange rate Lei:US$ (av)
Exchange rate Lei:US$ (end-period)
Exchange rate Lei:€ (av)
Exchange rate Lei:€ (end-period)

2015a

2016b

2017b

2018b

2019b

2020

3.8

4.5

3.4

3.2

3.5

3.5

2.8

4.5

4.0

3.7

3.6

3.6

-4.8

2.0

2.0

4.0

4.0

4.0

6.8

6.7

6.4

6.2

6.1

5.8

-0.6

-0.9

3.2

2.7

2.3

2.2

-0.9

1.7

2.8

2.2

2.2

2.2

-0.4

-0.9

3.2

2.7

2.3

2.2

6.8

6.0

5.0

4.8

4.9

5.0

-1.5

-2.9

-3.0

-2.4

-1.9

-1.6

54.5

56.0

61.3

70.7

79.2

88.6

63.1

66.0

73.4

84.3

94.0

105.1

-2.0

-4.8

-5.5

-6.6

-7.9

-9.2

-1.1

-2.6

-2.8

-3.1

-3.4

-3.8

102.6 c

101.3

100.2

103.7

104.1

106.1

4.01

4.15

4.20

4.04

3.97

3.93

4.15

4.17

3.93

4.07

3.68

3.91

4.44

4.49

4.50

4.50

4.50

4.50

4.52

4.40

4.29

4.58

4.18

4.54

a Actual. b Economist Intelligence Unit forecasts. c Economist Intelligence Unit estimates
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wiiw Forecast:
Growth stabilises in the
EU Member States of Central
and Eastern Europe and
the Western Balkans
Fiscal space has widened in several countries, thus granting governments
more room in which to implement and support investments.

By The Vienna Institute for International Economic Studies

Peaks and Troughs in 2015
with lasting impacts
The prospects of growth in the euro area
have improved albeit at a slower pace than
previously hoped for. It is based on a mix
of private and public consumption, as well
as investment expansion, supported by a
further easing of the European Central
Bank’s monetary policy and fiscal
relaxation. As a result, demand for
products from new member states
increased and exports expanded. The
recent collapse of all major commodity
prices reflects a lack of demand and an
oversupply in the respective markets with
major impact on both exporters and
importers. Net importers of oil and gas
have lower energy bills, while netexporters suffer serious losses of revenues.

Table 1: Greens and reds: real GDP growth forecast

EU-CEE

Western Balkans

Turkey

The EU Member States in Central and
Eastern Europe (EU-CEE) group registered
its highest rate of economic growth in
2015 since the outbreak of the financial
crisis. In 2016-2017 the group will

CIS-3
Ukraine

BG
HR
CZ
EE
HU
LV
LT
PL
RO
SK
SI
AL
BA
XK
MK
ME
RS
TR
BY
KZ
RU
UA

2015
3.0
1.5
4.3
1.2
2.9
2.7
1.6
3.6
3.7
3.6
2.9
2.6
2.3
3.7
3.5
3.4
0.7
3.3
-3.9
1.2
-3.7
-10.5

Forecast, %
2016
2017
2.9
3.0
2.0
2.2
2.4
2.6
2.0
2.3
2.0
2.5
2.5
3.0
2.8
3.1
3.3
3.3
4.0
3.2
3.0
3.2
2.0
2.3
2.9
3.3
2.9
2.9
3.3
4.2
3.4
3.1
3.1
2.8
1.9
2.3
4.1
3.7
-2.0
0.5
0.4
2.0
-0.8
0.8
0.5
1.9

2018
3.1
2.3
2.6
2.4
2.9
3.3
3.4
3.4
3.5
3.3
2.8
3.3
3.0
4.0
3.1
3.5
2.5
3.5
1.4
3.0
1.8
2.4

Colour scale reflects variation from the minimum (red) to the maximum (green) values.
Source: wiiw Annual Database incorporating national and Eurostat statistics; wiiw forecast.
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A medium-term investment revival is expected in
most of the CESEE countries in both the public
and private sectors.

experience
some
modest
growth
deceleration on account of the recent
consumption boom coming to an end and
a temporary decline in EU transfers (Table
1). Growth will be most robust in Romania
and Poland, given the solid household
consumption in both countries; growth
will also recover in the Baltic States that
have since digested the Russian shock, yet
most other countries will experience some
slowdown on account of the lower volume
of EU transfers. As for 2018, the EU-CEE
countries will pick up some speed thanks
to the inflow of new investments and EU
transfers.

Countries in the Western Balkans WB) also
picked up speed in 2015 and will thus
maintain positive growth rates in 2016 and
beyond. They will grow at an average rate of
3%, except for Serbia where growth will be
depressed on account of stabilisation.
However unimpressive it may be compared
to their need for catching-up, the average
growth rate in the WB countries (excl.
Serbia) will not lag behind that in the
EU-CEE countries. Turkey will continue
down its modest growth path. It will
maintain its fragile stability, despite
relatively high inflation and a high current
account deficit, while facing increasing
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challenges emerging, for instance, from the
war in Syria, the refugee crisis and the loss
of export and tourism revenue owing to the
Russian trade sanctions.
In the CIS, Russia and Belarus will face yet
another year of recession in 2016. Russia
will continue to suffer from low oil prices,
high inflation, currency depreciation,
sanctions and fiscal austerity. As usual,
structural change and institutional
reforms will be slow and half-hearted,
incapable of offsetting the losses. Ukraine’s
economic growth, after the dramatic fall
over the past years, will stabilise as the
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country will by and large have completed
the adjustment process that was triggered
by the country decoupling from Russia
and the occupied territories. The Russian
annexation of the Crimea and the conflict
in East-Ukraine look set to last. Export
markets lost will not be regained even in
the medium term, nor will the volume of
exports to the EU increase.

and ageing is a widespread problem that
may curtail economic growth. Employers
started to offer higher wages to overcome
labour shortage. Unemployment is on the
decline but still stubbornly high in regions
with competitiveness problems especially
in the WB.
As fiscal consolidation and more rapid
economic growth have been achieved, fiscal
space has widened in several countries,
thus granting governments more room in
which to implement and support
investments. Even highly indebted
countries managed to adopt a less restrictive
fiscal stance. The CIS-3 and Ukraine are
outliers in this respect as well; they have
started cutting back on expenditures so as
to reduce their fiscal deficits.

The divergence of economic performance
between the EU-CEE and the Western
Balkans plus Turkey on the one hand and
Belarus, Kazakhstan and Russia (CIS-3)
and Ukraine on the other hand will
continue in 2016 and beyond. The
difference between the two large country
groups, however, will not take on more
pronounced dimensions.

Household consumption the
major growth driver, but
investments also revive

In the years to come, exports may well
expand with external demand recovering,
but imports may grow even more rapidly
as consumption and investment expand in
the EU-CEE and WB economies. Thus net
exports will not be a strong driver of
economic growth. Meanwhile, foreign
investors’ income may rise again.
Remittances to the Western Balkan
countries and labour income from abroad
in the EU-CEE countries are increasingly
important sources of current account
revenues. The present relatively low

The leading role attributed to household
demand is driving economic growth in the
EU-CEE and WB countries in 2016 and
beyond (Figure 1). Deflationary expectations
have not come to the fore; consumers took
advantage of lower prices rather than
postponing consumption in anticipation
of even lower prices. With commodity
prices levelling out, inflation will return to
modestly positive rates. Population decline

Figure 1: GDP growth, 2015-2018 and contribution of individual demand
components in percentage points
Household final consumption
Gross fixed capital formation
Net exports

Government final consumption
Change in inventories
GDP total

8
6
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Gross fixed capital formation was the most
significant engine of growth in Albania and
the Czech Republic. In 2015 it contributed
positively to growth also in most other
countries, even if only marginally in
Hungary. Its contribution was negative in
Estonia and Slovenia, which had already
invested a significant portion of their EU
transfers earlier, as well as in Turkey where
increasing economic and political
uncertainties discouraged private investors.
Bulgaria, Croatia and Hungary are expected
to implement more investments in 20172018 than before, still they will remain in
the group of slow-growth countries. In
countries such as Poland, Slovakia and
Romania, which have already attained and
will maintain a GDP growth rate of 3% or
more over the forecast period, the
contribution of gross fixed capital formation
will be stronger, about 0.8-1 pp.
A medium-term investment revival is
expected in most of the CESEE countries
in both the public and private sectors. FDI
has already shown some signs of emerging
from stagnation as shown by the rising
number of green-field projects. Conditions
for sustained private investment growth
have started to improve owing to: (i) falling
input prices in the manufacturing sector
that allow for higher profits; (ii) declining
private sector debt; (iii) shrinking nonperforming loans; (iv) conversion of
foreign currency loans; and (v) increasing
availability of new credits on better terms.
However, a return to the lax banking
practices of the pre-crisis era is unlikely.

Fiscal space for growth
stimulation exists in at least
half of the countries

0
-2
-4

current account deficits may increase in
the future without major problems in
being financed.

BG

CZ

EE

HR

HU

LT

LV

PL

Source: wiiw Annual Database incorporating national and Eurostat statistics; wiiw forecast.
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Fiscal policy is a tool for stimulating
growth and structural change that
governments often leave untapped. In
countries that have adopted the euro or
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In Romania, GDP growth will subside
in 2017 after the pro-cyclical boost fazes out.

pursue a fixed exchange rate regime, fiscal
policy is the only tool they can use, whereas
other countries may also resort to the use
of monetary policy. In terms of scope,
fiscal policy is often not a matter of choice.
Its use is restricted in countries with high
debts and onerous debt-service burdens or
simply by virtue of EU regulations. In fact,
even countries with high government debt
can shape the structure of their budgets in
order to attain their economic or social
goals instead of being guided by inertia
and vested interests.
In the wake of fiscal consolidation over the
past few years and thanks to faster
economic growth, countries with high
debt and high fiscal deficits have
diminished in number. Assuming we
regard as meaningful the EU limits on
debt (60% of GDP) and general government
deficits (3% of GDP), Croatia, Serbia,
Albania and Montenegro, the four
countries in the upper left quarter of
Figure 2, faced excessive debt and deficit
levels in 2015. Slovenia, Hungary and
Ukraine, the three countries in the upper
right segment of Figure 2, reported high
debts, but moderate fiscal deficits. The

remaining countries in the lower right
segment are safe as long as GDP is on the rise.
Countries with low government debt and
low deficits enjoy some fiscal manoeuvring
space, but only Romania makes increasing
use thereof. In 2015 Romania still had a
primary surplus, but as of 2016 its course
is set on fiscal expansion, the fiscal
outcome being a general government
deficit of close to 3% of GDP. The deficit in
Bulgaria, Poland and Slovakia came close
to the 3% limit in 2015, half of which was
primary deficit supporting domestic
demand. The Baltic States continue to
produce primary surpluses in periods of
low overall fiscal deficits not warranted by
their debt levels. The Czech Republic
might well have some fiscal manoeuvring
space as well that it could use to good
effect by boosting economic growth via
public spending.
Apart from Romania, Hungary and Poland
are also among those countries whose
governments are actively introducing
novel features in their fiscal systems. In
2016 Hungary will lessen the fiscal burden
on banks, introduce measures to support

Figure 2: Fiscal stance of the CESEE countries, 2015
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In 2014-2015 net FDI amounted to only
1.5- 2% of GDP in Poland and Romania
and close to zero in Hungary and Slovakia.
At the same time, the inflow of EU funds
through the capital account amounted to
about 2% of GDP in the Czech Republic,
Poland and Romania, to 3% in Bulgaria
and 4% in Hungary.

EE
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Public investment in the EU-CEE depends,
to a considerable extent, on EU transfers,
thus it will go into decline in 2016. General
government gross fixed capital formation
exceeded 5% of GDP in those years when
capital transfers peaked. In Estonia and
Latvia they peaked in 2012, while in the
Czech Republic, Romania and Slovakia
they peaked in 2015. It transpired that the
peak for Romania was lower than in other
countries as the government was unable
to disburse about 20% of the eligible funds
under the 2007-2013 financial framework,
especially those devoted to governmentfinanced infrastructure projects. Highdisbursement years are usually followed by
a low-transfer year 2016. The exceptions
are Estonia, which is already disbursing
2014-2020 funds, and Croatia, which
joined the EU at a later juncture and has
just started receiving transfers from the
EU budget.

More inflow of EU funds
than of FDI

HU

AL

private investment via low interest loans
and increase housing grants. Poland’s new
government is about to follow the earlier
example of Hungary by levying extra taxes
on financial institutions and supermarket
chains. Generous social programmes
could be financed by drawing on profits
accruing to the national bank in 2016, an
additional fiscal gap of about 1% of GDP
may open up the following year.

0.0

General government balance in % of GDP
Note: Axes denote the limits included in the EU Excessive Deficit Procedure: for debt 60% of GDP, for deficits 3% of GDP.
Source: wiiw Annual Database incorporating national and Eurostat statistics.
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2.0

The inflow of foreign direct investment
fluctuates greatly from one year to the
next. The number of countries reporting
increases and decreases in 2015 was
almost equal compared to the previous
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year. The typical order of magnitude for
FDI inflows in the EU-CEE countries is
10% of gross fixed capital formation, less
than half of the volume recorded prior to
the financial crisis. Inflows recovered
recently from very low levels in Lithuania
and Slovakia, while Romania reported a
notable increase in 2015. Some WB
countries report much higher inflows per
GFCF than the EU-CEE, the most notable
being Montenegro (86%) and Albania
(31%), but both Kosovo and Bosnia and
Herzegovina are also on the high side.
Those poor countries have a relatively low
level of domestic savings, thus imported
capital takes on greater importance than in
the more affluent countries. Russian FDI
dried up due to recession, the Western
embargo and the devaluation of the Rouble.
After years of stagnation, the CESEE
countries witnessed an increase in the
number of greenfield FDI projects publicly
announced in 2015: a clear indicator of
investor confidence in a host country. Five
of the EU-CEE destinations and Turkey
hosted more new investment projects
than before, while Poland registered the
same number as in 2014. Russia still boasts
a relatively high and increasing number of
investment projects, especially in the
manufacturing sector. Trade embargo has
stimulated local production while some
long-term investors also stayed. China
ranks second among the investors in new
FDI projects in Russia just behind
Germany. Ukraine has registered only a
few projects of very low value, thus
implying that most of the reported FDI
inflows must have been related either to
take-overs or financial flows that did not
really add to gross fixed capital formation.
A major change compared with the
previous year was the drop in retail
investments: something that was most
probably due to the slump in consumption.
Owing to the sluggish investment activity
across Europe as a whole, FDI in the
EU-CEE is not expected to become a major

engine of growth in the way it used to be
before the financial crisis. Foreign
companies are still rather reluctant to
invest, although the host countries’
attractiveness persists. Even if the amount
of FDI inflows is not expected to boom,
modest increases in the course of the
overall European recovery are very likely to
occur. Saturation has set in as most
markets have been captured by foreign
banks or retailers. Only Croatia, Romania
and Slovenia have relatively low stocks of
FDI, which may yield further opportunities.
Given that foreign ownership is dominant
in most segments of the EU-CEE
economies, any new FDI will depend
mainly on growth in demand across
Europe. Relocation of capacities will
continue, even if no direct link can be
discerned between the opening of a new
plant in an EU-CEE country and the
closure of capacities in an ‘old’ Member
State (viz. the recent example of the Jaguar
plant in Slovakia). Inflows of new FDI into
shared service and consumer service
centres will continue in those CESEE
countries that offer competitive wages for
high-skill labour (Bulgaria, Romania).
Potentially Ukraine is the most promising
location in the region, given its size and
low wage-levels, provided it manages to
stabilise and improve the legal and other
business conditions.

Summary
In 2016, economic growth is expected to
decelerate somewhat in most of Central
Europe, yet recover in the Baltic States.
The latter economies will digest the
Russian shock and return to a 2-3% GDP
growth rate. Another country displaying
more rapid growth will be Romania that
has introduced fiscal measures that boost
consumption, thus postponing the
slowdown for another year. In other
countries in the region, the end to the
consumption boom and the temporary
decline in EU transfers have given rise to
deceleration. Bulgaria, the Czech Republic,
Hungary and Slovakia will be the countries

most affected by the loss of the EU-funded
engine of growth in 2016. The European
Fund for Strategic Investment (‘Juncker
Plan’) may only marginally be available of
the EU-CEE. As for 2017 and 2018, the
EU-CEE will pick up some speed based on
new investments funded via EU transfers.
Romania will be the only country in which
we expect slower growth in 2017, by
which time the impact of the current tax
cuts will have faded out and fiscal policy
will adopt a course heading towards
stabilisation. The growth differential
between the EU-CEE and the euro area
will narrow in the years to come. The EU
Commission forecast predicted modest
acceleration of GDP growth for the euro
area from 1.6% to 1.8%, while the wiiw
forecast for the EU-CEE average shows a
deceleration from 3.4% in 2015 to 3% in
2016 – and then to 2.9% in 2017. This
implies certain reservations concerning
the transmission of growth from the euro
area and some scepticism about drivers of
longer-term growth in the region.

Country forecasts for the
EU members of Central and
Eastern Europe by wiiw in
Summer 2016
ALBANIA
Given the ongoing weakness of private
consumption, only moderate growth of
investment (largely due to the pipeline
construction) and fiscal consolidation, our
GDP growth forecasts for 2016-2018 have
been revised downwards. Still, GDP
growth above 3% can be expected from
2017 onwards. External demand will
contribute positively to GDP growth, if
international oil prices stabilise at the
recently recovered level.
BELARUS
The economy touched bottom around the
turn of the year and the decline decelerated
in the first months of 2016. In April gross
industrial output even registered positive
year-on-year growth. The policy stance
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As of 2016, Romania’s course is set on fiscal
expansion, the fiscal outcome being a general
government deficit of close to 3% of GDP.

was tightened on all fronts: incomes,
public finances, and monetary stance. Real
exchange rate depreciation continued,
contributing to an improvement in
international competitiveness. If positive
trends continue, the economy may bottom
out in 2017, opening the way for a recovery
thereafter.
BOSNIA AND HERZEGOVINA
The country is doing better than its two
bigger neighbours, Serbia and Croatia.
Growth of GDP is expected around 3%
this year and is going to stay there in the
medium term. The risks are on the upside
primarily because of the improved
prospects for the neighbouring countries
and in the region. Exports are performing
well and investments too.
BULGARIA
GDP grew by some 3% in the first quarter
of 2016, driven by private consumption
while the pace of exports lost steam. The
upturn in private consumption was
supported by the improved situation in
the labour market with growing
employment and rising real incomes. The
recovery in manufacturing also continued
and was mirrored by improving economic
sentiment in the sector. Most indications
are that modest demand-driven growth
will continue in the short to medium run.

likely to end the management of the
exchange
rate.
Renewed
fiscal
consolidation is not entirely implausible.
ESTONIA
In 2016 a slight upswing of GDP growth to
2% in real terms is expected to be driven by
continuously
vibrant
household
consumption, while external demand and
investment activity remain stagnant.
Rising goods imports will push the current
account balance once more into deficit.
For 2017 and 2018 we forecast a modest
upswing to 2.3% and 2.4%, respectively.
An expansion of investments will be
facilitated from 2017 onwards by public
outlays co-financed by EU funds.
HUNGARY
First-quarter GDP increased by 0.9%, a
disappointment after the formidable annual
growth in 2015, and a 3.2% expansion in the
previous quarter. This is a combined adverse
effect of outgoing EU co-financed projects, a
setback in the automotive cluster and a
generally unfavourable climate for business
investment. A likely improvement in
industrial and export performance and the
growth stimulating efforts of the government
may show effect, lifting the annual GDP
growth to 2% in 2016.

CROATIA
GDP growth, gaining momentum in 2016,
will slightly accelerate over the forecasting
period, up to 2.3% by 2018. Thanks to the
economic recovery, unemployment will
continue to decline. The current account
will remain in surplus, but is expected to
gradually narrow as domestic demand and
consequently imports will strengthen. The
ongoing political instability may negatively
affect the creditworthiness of the country.

KAZAKHSTAN
The economy continues to suffer from
low oil prices and anaemic demand in its
main trading partners. Household demand
has weakened, too, due to increasing
prices and falling incomes. The exchange
rate of the tenge has stabilised recently,
but the monetary stance remains tight in
light of persisting macro-financial risks. In
2016, the economy will barely grow, by
0.4%; in 2017-2018, as the external
environment improves, growth may speed
up to 2% and 3%, respectively.

CZECH REPUBLIC
Moderate and broadly-based growth will
continue over the period 2016-2018, with
GDP growth averaging some 2.4%. 2017 is

KOSOVO
The SAA between the EU and Kosovo
entered into force on 1 April 2016. It is
expected that this will create substantial
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investment opportunities. Given the strong
drop in metals prices and export revenues
and an overall dampening effect of
government activities, we expect a
slowdown of GDP growth to about 3.3% for
the whole year 2016. However, if metals
prices rebound and if FDI inflows soar due
to the SAA, a GDP trend growth rate of
around 4% can be expected for both 2017
and 2018.
LATVIA
The protracted downturn in Russia drags
on Latvia’s export performance, while
construction of residential buildings and
public infrastructure is declining in 2016.
However, household consumption is
rising thanks to strong wage growth. The
expected acceleration in economic activity
will only materialise in 2017 driven by
higher public investment. Thus we had to
reduce our GDP growth forecast for 20162018 to 2.5%, 3% and 3.3%, respectively.
LITHUANIA
As wages develop at a steady pace,
household consumption remains the main
engine of GDP growth. Due to the delayed
absorption of EU funds, public investment
is slowing down. Until investment picks up
momentum, GDP growth will be supported
by rising exports. In 2016 the Lithuanian
economy is expected to grow by 2.8% and
about 3% in the upcoming two years.
MACEDONIA
In the first quarter of this year investment
declined by close to 10% and growth
slowed down to 2%, from 3.7% in 2015.
Private consumption continued to expend
as did public consumption and exports
too. If investment recovers going forward,
GDP may expand by 3.4% as forecasted.
The medium-term growth rate may settle
at closer to 3% rather than 4%. A swift
resolution of the political crisis may push
growth up, however.
MONTENEGRO
Political instability

notwithstanding,
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growth is hovering somewhat above 3%,
mostly due to investment and exports of
services. This year’s revenue from tourism
is expected to be a record one. The
somewhat improved economic situation
in the neighbouring countries is also
supporting the tourist industry. Inflation
is subdued as in the region. In the medium
run, growth should remain above 3% per
year barring political or financial shocks.
POLAND
Moderate and broadly based growth will
continue over the period 2016-2018, with
GDP growth averaging some 3.2%. The
year 2017 will prove critical for the public
finances unless the increase in social
spending is offset by higher taxation.
ROMANIA
The current economic boom generated by
fiscal stimuli is expected to subside in the
second half of the year. With domestic
demand turning out stronger while foreign
demand weaker than earlier assumed, we
see no reason to increase the wiiw GDP
forecast of 4.0% for 2016. A marked
deceleration of economic growth, to 3.2%,
is forecasted for 2017, should the 3% fiscal
deficit limit be obeyed.
SLOVAKIA
In the first quarter 2016, GDP rose by 3.4%
year on year, at a slightly slower pace than
in 2015 (3.6%) but still faster than in most
other European countries. As the high
growth rates of gross fixed capital

formation cannot be sustained, we expect
a slight growth decline to 3% for the whole
year 2016. Domestic consumption will be
the main engine of growth for the years to
come. Growth acceleration can expected
with the start of production at the new
Jaguar Land Rover plant from 2018/19
onwards.
SLOVENIA
Despite a sharp contraction of investments,
GDP is expected to grow by about 2% in
2016 and accelerate to close to 3% by
2018. The main drivers of growth will be
the recovery of private consumption as
well as investments fuelled by EU transfers.
The high current account surpluses are
expected to decline once domestic
demand strengthens.
SERBIA
In the first quarter 2016 GDP grew by
3.5% year on year, but only by 1.6% over
the previous quarter. All components of
GDP contributed to growth – public
consumption
by
3.2%,
private
consumption by 0.7%, but investment by
7.9% and net exports by almost 3%.
However, the first quarter of 2015 was
quite bad, so growth going forward will
moderate. Looking ahead, recovery should
strengthen somewhat and medium-term
growth of around 3% is realistic.
TURKEY
Turkey’s growth performance was 4.0% in
2015 and will probably rise to 4.1% with

the help of household final consumption
due to the rise in hourly real wages, and
ongoing higher government spending.
Because of a slight rise in oil prices, the
slowdown in gross fixed capital formation
for the last couple of years and weakening
but positive domestic demand, we expect
a deceleration of GDP growth for 2017
and 2018, to 3.7% and 3.5%, respectively.
RUSSIA
The economy is finally bottoming out; the
expected recovery in the second half of
2016 will be weak and fragile. The
outstanding structural reforms are still on
the drawing board and a renewed plunge
of oil prices could cause another slump.
Given the absence of reforms and
modernisation investments, economic
growth will remain sluggish even in the
medium term.
UKRAINE
The economy has probably bottomed out,
as inflationary pressures eased markedly
thanks to exchange rate stabilisation and
fiscal policy became less restrictive. With
the new government in place, a resumption
of the IMF programme looks now almost
certain. However, a visible economic
recovery cannot be expected until at least
next year, with inflation subsiding further,
fiscal policy becoming more accommodative
and export re-orientation away from Russia
potentially starting to bear fruit.
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Minimum Wage Requirements
in Europe and How These
Affect Posted Workers
The EU has taken steps to encourage mobility of workers between member states.

By KPMG Romania

F

ree movement of workers is one of
the fundamental principles of the
EU, and brings many benefits. It
helps companies move employees to
where their skills are needed, or to gain
professional experience in another
country. It also makes it much easier for
businesses to hire the best person for the
job, without having to take nationality into
consideration, at least for EU citizens. The
individuals also benefit because they
acquire new skills and knowledge, which
can help them develop their careers, and
can also gain in personal terms from
broadening their cultural horizons. Even
the opportunity for foreign postings can
make an employer more attractive to a
prospective employee. Moreover, national
economies gain too, as free movement of
workers makes it much easier for gaps in
the labour market to be filled, and can help
reduce unemployment in periods of
recession if citizens can seek employment
in other countries.
Currently, mobility within the European
Union is still quite low; well below the
level in other highly integrated areas like
the United States, and well below the level
within individual countries. Language is
an obvious barrier. But it is increasing, for

a number of reasons, particularly economic
disparities within the European Union.
From an employer’s perspective, a number of
issues need to be taken into consideration
when posting workers to other member
states. These situations are covered under
the EU’s Posting Directive (96/71 EC), which
has recently been complemented by a new
enforcement directive, adopted in 2014, and
which must be transposed into member

The Directive and the recent
enforcement legislation require
for a set of minimum ‘hard core’
elements to be guaranteed to
posted workers:
➤ Maximum work periods and minimum
rest periods.
➤ Minimum paid annual holidays.
➤ Minimum rates of pay, including overtime
rates.
➤ The conditions of hiring out of workers,
in particular the supply of workers by
temporary employment undertakings.
➤ Health, safety and hygiene at work.
➤ Protective measures with regard to the
terms and conditions of employment of
pregnant women or women who have recently
given birth, of children and of young people.
➤ Equality of treatment between men and
women, and other provisions.

states’ legislation by 18 June 2016. The latest
directive does not make new rules, but is
designed to improve the application of
existing ones, by strengthening the rights of
posted workers, making the cross border
provision of services easier and combatting
social dumping. The European Union also
intends to clamp down on undeclared work,
and within member states, tax and labour
authorities have become increasingly
vigilant.

Minimum wage legislation: a
complex issue
One of the most important considerations
for an EU employer considering posting
employees to another member state is the
level of the minimum wage in the
prospective host country.
Most EU member states have some form
of minimum wage legislation, and workers
posted from one member state to another
must be paid at least the minimum wage
in the country they are sent to.
This seems simple and obvious, but in
practice it is a very complex area. A number
of questions need to be asked by any
employer planning to send workers on
postings:
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National economies gain, as free movement of
workers makes it much easier for gaps in the
labour market to be filled.

Should the employee’s salary be raised if
he/ she does not earn enough income in
the home country to meet the level of the
minimum wage in the posting country? Or
could the shortfall be met by other forms
of payment?
Could the posted employee be granted
an assignment allowance on top of the
home-country base salary in order to reach
the minimum wage requirement in the
posting country?
Would a bonus be sufficient?
What about per-diems, cost of living
allowances or foreign service premiums?
Can transport and accommodation
allowances be considered part of the
minimum wage?

Types of payments which have been analysed as to whether they could be
considered as part of the minimum wage:
Per diem allowance

Daily allowance meant to cover food
and incidental costs while travelling in
connection with one’s work or being
employed at a distance from home.

Foreign service premiums

Assigment-related allowance

Cost of living allowance

Amount paid by employers to protect
assignees while on assigment from
increased costs of goods and services
in the host location as compared to
those in the home country.

Bonuses

Additional compensation given to an
emplyee in the home country above
the normal wage.

Of course, the above list can go on with
many more similar questions. The posting
employer will also have to deal with issues
relating to its country’s domestic legislation,
as well as internal policy (if any), such as:
An increase in salary to meet the
minimum wage in the host country could
lead to employment law implications in
the home country (e.g. what happens
upon termination of the assignment and
could the base salary be decreased to the
home-country level after repatriation?).
How can a different increase in salary
for two assignees holding the same
position be justified, when staff are posted
to two different countries with different
levels of minimum wage (e.g. assignment
to Romania and assignment to Germany)?

Different rules
in each country
All EU member states, except Sweden,
have some form of minimum wage
legislation.
There are however two main groups in
terms of policy. Most EU member states
have a national minimum wage for all
workers. In others, different minimum
wages are set by Collective Bargaining
Agreements and can differ based on sector,
industry, worker’s age and professional

Countries where the minimum wage is set at national level: Belgium, Bulgaria, Croatia, Czech Republic, Estonia, France,
Germany, Hungary, Iceland, Ireland, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Romania,Slovakia,
Slovenia, Spain, United Kingdom.
Countries where the minimum wage is set under Collective Bargaining Agreements: Austria, Cyprus, Denmark, Finland,
Greece, Italy, Norway, Switzerland.
Countries where there is no minimum wage: Sweden.

SAS® VISUAL ANALYTICS
2016•Romanian Business Digest 25
Picture hidden trends coming into plain sight.

MACROECONOMIC OUTLOOK

experience, etc. There are also state
members which have minimum wages for
highly skilled workers, which can be quite
high – currently EUR 4,444 per month in
France. Consequently, it can be important
for an employer planning to send
employees on postings to carefully look at
how the employee’s activity is likely to be
defined in the legislation of the host
country, as well as the implications that
might arise both at the level of the
company and the individual.
Normally a minimum wage is set as a
monthly or hourly rate, and is a gross
figure, before income tax and employees’
social security deductions. However, this
can vary from one state member to
another.
In the state members where the minimum
wages are set by the applicable Bargain
Collective Agreements, the level of the
minimum wage is governed by factors like
worker’s age, professional experience,
industry, etc.
Once the level of the minimum wage that
needs to be reached is known, it is as
important to monitor how often this level
changes. In many state members, the rate
changes annually.

18 countries under analysis have reported increases to the minimum wage
level in 2016 as compared to 2015:
COUNTRY
Bulgaria
Croatia
Czech Republic
Estonia
France
Hungary
Iceland
Ireland
Latvia
Lithuania
Malta
Netherlands
Poland
Portugal
Romania
Slovakia
Spain
United Kingdom

MONTHLY MINIMUM WAGE IN
LOCAL CURRENCY (2015)

MONTHLY MINIMUM WAGE IN
LOCAL CURRENCY (2016)

BGN 380

BGN 420

HRK 3,029.55

HRK 3,120

CZK 9,200

CZK 9,900

EUR 390

EUR 430

EUR 1,457.52

EUR 1,466.65

HUF 105,000

HUF 111,000

ISK 245,0001

ISK 260,0002

EUR 8.65 (hourly rate)

EUR 9.15 (hourly rate)

EUR 360

EUR 370

EUR 325

EUR 350

EUR 166.26 (weekly rate)

EUR 168.01 (weekly rate)

EUR 1,507.80

EUR 1,524.60

PLN 1,750

PLN 1,850

EUR 505

EUR 530

RON 1,0503

RON 1,2504

EUR 380

EUR 405

EUR 648.6

EUR 655.20

GBP 6.70 (hourly rate)5

GBP 7.20 (hourly rate)6

1) As of 1 May 2015; 2) As of 1 May 2016; 3) As of 1 July 2015; 4) As of 1 May 2016; 5) As of 1 October 2015; 6) As of April 2016

In the Netherlands and France, usually the
level of the minimum wage rises twice a
year, while in others it changes irregularly.
An employer needs to keep close track of
legislation when planning assignments and
to make sure that the correct minimum
wage level is paid to those posted.

In the 22 countries that have a minimum wage established at national level, it
varies between currently EUR 214 in Bulgaria and EUR 1,923 in Luxembourg:
Minimum w age in c ountrie s w here this is s et at national le ve l
EUR
2.500
2.000
1.500
1.000
500
-

The importance of compliance
As we have seen, minimum wage legislation
is complex and varies widely across the EU.
At the same time, authorities have become
increasingly vigilant about enforcing it,
amid growing political pressure to protect
wage levels within member states.
Employers need to fully understand the
legislation when planning their posting
strategy and once it is in place, since
penalties for non-compliance can be
severe, including in some cases a complete
ban on doing business in the relevant
country. Moreover, the relatively high level
of some minimum wages, particularly for
skilled workers, means that even employers
who pay generous salaries in their own
country need to take note, because these
may still be too low to meet the minimum
wage requirement in a country of posting.
Overall, the best policy for employers is to
research this issue thoroughly and seek
the right professional advice when
planning their foreign postings strategy.
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The best policy for employers is to research the
minimum wage legislation thoroughly and seek
the right professional advice when planning
their foreign postings strategy.
Minimum wage survey
In the attempt to ease the employers’
research on the levels of the minimum
wage, KPMG Romania has prepared a
survey on the minimum wage within the
EU/EEA and Switzerland. Beside part of
the information from the survey which is
captured on the previous pages, the
employers which have or intend to post
employees within the EU/EEA or
Switzerland can find in the KPMG survey a
Country by Country Specific section,
where not only the 2015 and 2016 level of
the minimum wage is indicated, but also
other various countries specifics are
provided on this topic.
The KPMG Romania minimum wage
survey can be found at https://home.kpmg.
com/ro/en/home.html.
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Companies Face Difficulties
in Capitalizing on Strong
Internal Demand
The Romanian consumption grows at the highest pace in the CEE region
By UniCredit Bank

I

n 2015, the Romanian economy
continued to expand at one of the
highest paces in the region for the
fourth consecutive year, by 3.8% [fig. 1]. In
terms of growth composition, a common
trend emerged in Europe, with private
consumption as a main driver,
compensating for the lower exports on the
back of a slowdown in external demand.
At the same time, investments contributed
positively to the economic expansion,
driven by a pickup in EU fund absorption,
given that 2015 was the last year for
absorbing funds under the 2007-2013
programming
period.
We
expect
investments to slow down as the
absorption of EU funds will temper this
year for all countries, because of the usual
delays at the start of a new programming
period. In Romania, the launch of the
2014-2020 Programme was not accurately
prepared in advance and the country still
finds itself in the preliminary phase of
fulfilling ex-ante conditions.
Additionally, on 23 June, The United
Kingdom held a referendum on EU
membership and the British people voted
to leave the Union. This is an
unprecedented decision, which will
create prolonged uncertainty and will
likely determine companies to postpone
investments while trying to gauge the

impact. The exit negotiations will be
complex and will take around two years after
the Great Britain formally informs the EU
about its decision. Looking at the mediumterm, the UK’s exit from the EU would affect
Romania through: trade relations, migration
and EU funds, given that UK is a great
contributor to the EU budget. The more
diligent countries might absorb more and
faster, leaving less funds available for the
laggers, among which Romania.
By comparing the growth rates of
consumption among CEE countries, we

see that Romanian consumption has
been growing faster by around 2pp than
any of the other countries in the region
[fig. 2]. This was caused by the fact that
besides the stimuli from which
consumption benefitted throughout the
region (the low inflation following the
collapse of oil prices, wage growth,
consumer confidence and the recovery of
lending), Romanian consumers also
benefitted from: i) several hikes to the
minimum wage to RON 1250 currently
(up almost 40% in comparison to its level
at the end of 2014), ii) salary increases for

[fig. 1] Romania grows above potential and remains a top performer…
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We expect consumption to maintain the highest
growth rate in the region throughout 2016. This
should translate into an economic growth rate
above 4% this year.

[fig. 2] ...driven by the very strong consumption, supported by both internal
and external factors
% annual growth
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public sector employees(1), iii) fiscal
relaxation through two waves of VAT
cuts(2), iv) the recovery of consumer
lending in local currency.
The VAT cuts led to a sharp decline in
prices and increased the purchasing
power of individuals, with wages higher
by around 16% in real terms in the first
five months of 2016 than in the
corresponding period of 2015. As a
consequence, we expect consumption to
maintain the highest growth rate in the
region throughout 2016. In turn, this
should translate into an economic growth
rate above 4% in 2016. However, a
growing share of the additional demand
will be absorbed by imports, which could
result in a slowdown of economic growth

MACROECONOMIC OUTLOOK

during 2017. Additionally, UK’s decision
will temper growth throughout Europe
and implicitly in Romania as it will lead to
lower investments and to trade frictions
within Europe, depressing the value of
both Romania’s direct exports to the UK
and indirect ones through the eurozone
(which use Romanian intermediate goods).

[fig. 3] The Romanian industrial production grows with the region…
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The increasing consumption
of imported goods limits
benefits for local producers
In spite of the booming consumption,
local companies do not reap the full
benefits and depend mostly on external
demand. As a consequence, both exports
and industrial production have been
decelerating in line with those of our
main trading partner, Germany [fig. 3],
which accounts for 20% of Romania’s
total exports and imports. Romanian
industrial production slowed down to
only 2% in 2015 from 3.7% in 2014 and
grew by only 0.5%yoy during the first
quarter of 2016. With Brexit around the
corner, we expect the demand for
Romanian exports and thus for the local
industrial production to temper further
during the following years. This is taking
place in a context in which the pressure on
local companies is mounting from various
sources: i) the above-mentioned minimum
wage hikes pressure fixed costs, ii) the new
Fiscal Code includes no significant fiscal
easing for them and iii) the EUR-RON
exchange rate was the most stable starting
from 2013, in contrast with the remaining
countries in the region which had been
depreciating, making their exports more
appealing. In this context, we saw a
decoupling of wage and productivity
growth, a common trend in the region.
However, in Romania investments
remained at the lowest level in CEE, at
only 60% of their 2008 level, because of
the very low absorption of EU funds and
low public investments. Since the
outburst of the crisis, spending for
investments was the first category of
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[fig. 4]… as local factors fail to offer adequate support to local producers,
but rather boost imports
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expenditure to be sacrificed in order to
contain the budget deficit, with negative
impact on the long-term growth potential
of the country. The ambitious fiscal
easing during the following two years is
geared towards consumers and it is
already threatening the budget deficit,
making it clear that unlike other CEE
countries, Romania will not be able to
provide fiscal stimulus to companies and
will be forced to cut public investments in

2017 in order to maximize its chances to
meet the 3% of GDP deficit target.
Consequently, companies are on their
own, trying to grab on any opportunity. If
we take a look at the various sectors of
the economy, we notice that those closely
correlated with consumption (such as
retail trade and services) saw their
confidence recovering faster than the
others [fig. 5], dynamic also visible in the
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Romania will not be able to provide fiscal
stimulus to companies and will be forced to cut
public investments in 2017 in order to maximize
its chances to meet the 3% of GDP deficit target.
banks’ exposure through the credit stock
likely due to both higher demand and
better eligibility [fig. 6].

Structural deficiencies of local
companies are also limiting
expansion
As a particularity of the Romanian economy,
the wide majority of companies (around
92% of the total) are micro-companies with
up to 9 employees. Consequently, it is
natural for companies to capture only
limited portions of the increasing demand,
with the overall well-being of the sector
lagging behind the households’ recovery. At
the same time, the business partners of
SMEs are usually local companies with
Romanian capital and households (through
retail trade), while corporations rely on
both trade with foreign companies and
local companies with Romanian capital.(3)
Under these circumstances, most of the
SMEs rely on reinvested profits/ asset sales
and loans from mother-banks or capital
increases. Commercial credit is only third
in ranking as a preferred source of financing
and it was mainly channelled towards
working capital and payments to
distributors (30%), while investments for
development accounted for a meagre 7%.
According to NBR’s Survey, the most
pressing issues for companies are the level
of taxation, fiscal unpredictability, the
competition and finding customers. At the
same time, following several years of losses,
SMEs still have to address eligibility issues,
as only 14% of SMEs applied for and
received a loan, in comparison with a much
higher percentage for corporations (39%).
The most worrisome statistic of NBR’s
survey states that above 90% of the SMEs
did not apply for or had any contact with
EU funds. In our view, these issues should
be addressed with priority and the
government should increase awareness
regarding the benefits and accessibility of
such funding and offer assistance to
SMEs. A first ray of hope came from
public investments in December 2015,

when the government channelled all the
unutilized funds up to the deficit target
towards investments and co-financing
for EU funds, in total amount of RON 17
billion. Accordingly, payments of EU
funds to beneficiaries jumped to 74.2% of
the 2007-2013 allocation (up 21.9pp
compared to end-2014). The effective
payments from the EU totalled only
58.9% of the allocation (up 14pp from the
end of 2014). The difference up to 74.2%
is represented by payments in advance

made by the state to speed up funding
given that 2015 was the last year for
absorption under the 2007-2013
allocation and will be recovered
subsequently from the EC. However, the
overall performance was modest in 2015,
with actual inflows of EU funds to the
state budget lower by RON 3 billion than
planned, despite considerable efforts to
improve
absorption
at
year-end
(December inflows at RON 5.6bn vs.
RON 1 billion on average in the first

[fig. 5] Confidence boosted in the sectors connected to consumption…
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[fig. 6] … with these particular companies taking on more loans
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[fig. 7] New lending to companies starts to rebound…
80

49.4

40

The very high spending at year-end was
visible in companies’ treasuries as well,
which saw their overnight deposits
expanding by 36%yoy at the end of May.
Moreover, total companies’ deposits
advanced by 18.3%yoy in May. Although
the high excess liquidity pushed interbank
interest rates to new historical lows and
dragged further down customer deposits’
interest rates, this did not discourage the
saving behaviour in the economy.
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Given the plentiful liquidity, companies are
not increasing their exposure to bank loans,
in spite of borrowing costs being at all-time
lows. However, there was a visible
improvement in the first four months of
the year, with companies’ new lending
advancing by 10.4%yoy to RON 10.2 billion,
most of which granted in local currency
(65% of the total) [fig. 7]. Consequently, the
RON-denominated loans’ stock touched in
2016 a historical high share of 54% out of
the total credit stock. The development was
mainly supported by the sharp decline in
interest rates of RON-denominated loans,
thus reducing the differential versus FCYlending. While the interest rate on new
RON lending to companies was 19.51% at
the end of 2008 vs. 7.63% for FCYdenominated lending, the two have
decreased to 4.07% and 3.12%, respectively
by April 2016.
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eleven months). As mentioned at the
beginning of the article, the prospects of
absorption are bleak for lagger countries
if the Great Britain leaves the EU,
implying that if Romania does not
improve its framework, it will stand to
lose in front of the top absorbers during
the following years.

0

[fig. 8] … as the low interest rate environment continues to support
demand for lending
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we expect the growth of companies’ loans
stock to come back in positive territory in
2016. This dynamic should also be
supported by the fact that the output gap is
closing in 3Q 2016 and companies could
try to profit as much and as fast as they can
from the increasing local demand.

Giving-in-payment law subjects banks to
higher risks. The shift could also bring
diversification benefits, given that
households
frontloaded
mortgage
borrowing during the first four months of
the year in light of the uncertainties
introduced by the changing legislation.

In our opinion, banks could shift their
focus to SME state guarantees and
financing related to EU funds, considering
that the funds under the First Home
programme are limited and that the

Given the external uncertainties and the
fact that inflationary pressures remain
manageable, we expect no change to the
monetary stance. We expect inflation to
rebound above 0% in August, as the VAT
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Banks could shift their focus to SME state
guarantees and financing related to EU funds.

cut for food products will exit the base in
mid-2016 and conclude the year around
0.1%, followed by a second jump above
1% in January 2017, when the second
VAT cut will exit the base. However, we
expect inflation to stay below the 2.5%
targeted level in 2016-2017, due to low
imported inflation benefitting from
cheap commodities, falling food prices
and weak inflation in the eurozone.
Consequently, we expect the Central
Bank to keep the policy rate on hold at
1.75% until the end of 2017, leaving

ROBOR rates at depressed levels. This
will translate into low financing costs for
the real economy, supportive for lending
and stimulating companies to continue
the gradual recovery [fig. 8].
Overall, the economic environment
supports growth, as consumption helps
shield from the negative effects of the
slowdown in global trade and the
consequences of the UK leaving the
European Union. At the same time, the
CEE region has recently performed

better than other emerging markets
due to lower sensitivity to the most
pressing problems in the world.
However, the instability of the global
context may take a toll on Romania,
even though the country is exposed
only indirectly to global risks (such as
the Chinese slowdown, the low oil
prices, the volatile financial conditions
in emerging market, the diverging US
and Eurozone economies, the refugee
crisis and the UK’s decision to leave
EU).

1) The salary increases towards the end of 2015 amounted to: 12% for personnel in local public institutions, 25% for personnel in public healthcare and social
assistance, 15% for personnel in education and 10% for all personnel in the public sector excluding healthcare.
2) The VAT rate for food products was cut to 9% as of June 2015. Separately, the general VAT rate was cut from 24% to 20% as of January 2016.
3) All the behaviours and preferences mentioned in this paragraph are according to NBR’s Survey on the access to finance of the non-financial corporations in
Romania, published in June 2016 and based on a survey undertaken in the period October 2015 – March 2016.
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Romania – The Country of
Business Paradox
The significant decrease of new insolvencies remains relevant only in
statistical terms, and will remain so also for 2016, as long as the
financial and social impact is increasing.
By Coface Romania

A

lthough Romania is reporting one
of the fastest GDP growth within
the EU (1.6% in Q1-2016 QoQ and
4.2% YoY) amid a general stable
macroeconomic outlook, the private
business is lagging behind in terms of real
economic convergence (low competitiveness
due to modest productivity and product
quality). The mismatch between the
macroeconomic and microeconomic
frameworks is driven by the economic
growth model based on consumption
(financed through credit and triggering
imports) and external demand coming
from the EU (highly concentrated in the
automotive and chemical sector). Thus,
as compared to the developed countries
where the economic growth is internally
driven from bottom – top (industrial
production fueled by innovative capex,
increasing employment and export
growth), Romania’s economic growth
model is dependent on private
consumption (highly influenced by new
credits) and externally driven top-down
growth (‘top’ related to external demand
and weather conditions). Hence, the
external top-down growth is very fragile
(highly dependent on the external
environment) with sluggish spillover
beneficial effects on the microeconomic
level.

This is explaining much of the
microeconomic imbalances of the private
companies featured by modest payment
behavior. In this respect, the analysis of
the insolvency trends signals important
concerns related to the systemic risk in
Romania: less insolvent companies
coupled with greater financial impact,
modest entrepreneurial attitude, limited
financial education of management in
terms of credit risk management,
payment deterioration among private
companies. This is based on the following

five principal findings detailed next.

Decreasing insolvencies …
triggering higher financial
and social losses
Although new insolvencies opened in
Romania during 2015 decreased by 50%
as compared to the previous year, almost
95% of the decrease is reported among
small companies (without financials
published for three consecutive years, or
in the case any financials have been
submitted, the turnover was zero or

Graph 1: Insolvency by turnover range
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Picture hidden trends coming into plain sight.

Among all stakeholders, the private suppliers
have supported the highest weight in total
losses (50%), followed by the credit institutions
(40%) and the state (10%).

below EUR 100 K). Therefore, we have
less insolvent companies among the small
businesses. Nevertheless, the overall
financial and social impact caused by the
insolvent companies is increasing.
Although the number of new
insolvencies dropped by half during
2015 as compared to the previous year,
the actual debt reported in the balance
sheet is almost similar, reaching RON 21
billion for the companies that went
insolvent during 2015. Under this
context, the total estimated losses for all
creditors of insolvent companies during
2015 is RON 14.3 billion (after deducting
from the debt the book value of tangible
assets), 9% above the corresponding

value in 2014. This makes the average
financial loss for every insolvent
company to increase by almost twice,
reaching RON 2.6 million in 2015, as
compared to RON 1.3 million in 2014.
Among all stakeholders, the private

suppliers have supported the highest
weight in total losses (50%), followed by
the credit institutions (40%) and the
state (10%). The higher financial impact
is also reflected in the social side, with
twice as low insolvent companies in

Table 1: Financial and Social impact of insolvencies
Indicator (figures in mil RON)
Number of Insolvent companies
Out of which, with financials
Total Debt for insolvent
Total Fixed assets
Debt exceeding fixed assets (loss)
Financial Impact (Loss) / company)
Number of employees
Number of employees / company
Source: Coface, Trade Register, Ministry of Finance
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2015

2014

10,170

20,170

5,456

10,038

21,213

23,426

6,870

10,247

14,343

13,179

2.6

1.3

81,577

82,273

15

8
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Table 2: New business registrations versus interruptions
Interruptions (OUT)
Suspensions
Dissolution
Cancellations
Insolvencies
Total Interruptions
New Registrations
Out of which SRL (IN)
Ratio OUT : IN

2008

2009

2010

2011

2012

2013

2014

2015

12,019

29,456

24,398

21,221

21,086

24,078

15,788

17,698
27,967

3,762

18,766

7,508

4,001

22,500

23,208

18,336

17,676

43,615

58,726

56,245

71,746

80,786

76,483

94,374

14,483

18,421

19,650

21,499

25,842

27,924

20,170

10,170

47,940

110,258

110,282

102,966

141,174

155,996

130,823

150,209

144,239

116,022

119,048

130,162

125,603

124,816

101,627

113,167

100,661

56,698

48,102

62,735

61,542

60,292

56,381

64,417

0.48

1.94

2.29

1.64

2.29

2.59

2.32

2.33

Source: Coface, Trade Register

Table 3: Romania versus CEE
Country

Insolvencies
2015

Insolvencies
2014

Insolvencies
2013

Serbia
Romania
Lithuania
Hungary
Czech
Croatia
Slovenia
Latvia
Bulgaria
Slovakia
Estonia
Poland
Total

5,180
10,170
1,960
9,748
13,877
1,977
950
830
592
446
131
741
46,602

4,773
20,170
1,686
17,461
12,772
2,764
1,446
963
644
522
145
823
64,169

5,029
27,924
1,552
13,489
11,070
3,227
999
810
834
507
154
883
66,478

Total Number of Insolvency Rate:
Companies to
active Companies 1,000 Companies Total Population 1,000 Inhabitants
120,852
450,286
99,200
560,853
1,439,747
263,897
203,542
222,000
405,812
539,089
168,931
1,842,589
6,316,798

42.86
22.59
19.76
17.38
9.64
7.49
4.67
3.74
1.46
0.83
0.78
0.40
7.38

7,146,759
19,947,311
2,943,472
9,877,365
10,512,419
4,246,809
2,061,085
2,001,468
7,245,677
5,415,949
1,315,819
38,017,856
110,731,989

17
23
34
57
137
62
99
111
56
100
128
48
57

Source: Coface Central Eastern Europe

2015 to report a similar number of
employees as compared to 2014 and
causing almost 82,000 jobs to be lost.
Therefore, the significant decrease of
new insolvencies remains relevant only in
statistical terms, and will remain so also
for 2016, as long as the financial and
social impact is increasing.

The process of creative
destruction … biased more
towards destruction
Theoretically, companies that cease
activity allow new entrants to substitute
and regenerate the business environment,
thus contributing to a healthier system.
Nevertheless, in practice, two variables
directly linked to this disruptive process
must be considered: the caliber of new

entrants versus the default companies
together with the ratio between the two
and the overwritten percentage. When we
observe that:
the companies that cease activity
during 2015 report an average age of 11
years, as compared to only 7 years
reported by the companies insolvent
during 2007 (we can observe the financial
crisis has made larger companies, with
more years in the business, to default);
60% of the companies that cease
activity have shareholders that are
reported to have another business in
parallel, compared to only 30% during
2007 (we observe that the financial crisis
has enhanced the ‘learning process’ of
private entrepreneurs);
for every newly registered company,
there are 2.33 companies that stop

activity, as compared to only 0.48 in 2007
(we observe that financial crisis has
discouraged the startups);
we conclude the process of business
regeneration is more destructive that
creative.
This process is causing Romania to register
the weakest position among CEE (Central
Eastern Europe) countries, after Serbia, in
terms of default rate for every 1,000 active
companies during 2015 (22.59 in Romania,
as compared to the regional average of
7.38) and number of private companies for
every 1,000 inhabitants (only 23 in
Romania, as compared to the regional
average value of 57).

Most affected sectors?
The best indicator to compare sectors in
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Romania’s economic growth model is
dependent on private consumption (highly
influenced by new credits) and externally
driven top-down growth (‘top’ related to
external demand and weather conditions).
Graph 2: Insolvencies for every 1,000 active companies on sectorial level
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terms of default ratio would be to scale
the number of insolvencies for every
1,000 active companies. Although several
sectors are reported in top 10 by this ratio
due to the small base effect (sanitation,
post and telecommunications), some
sectors have been traditionally included
in the top default industries due to
structural problems: manufacture of
textiles (facing both cost issues due to
minimum wage increase without
reflection in productivity, and external
competition from India and China),
constructions (mostly oriented towards
low added value renovation works);
HORECA (negatively impacted by the
lack of strategic development of tourism),
food and beverage (negative impacted by
the increasing imports); wholesale and
distribution (negative impacted by the
extension strategy of large multinational
brands like Kaufland, Carrefour and Lidl).

Inappropriate cash flow
management – the principal
cause for insolvency
The assessment of the financial statements
submitted during 2008-2014 by the
companies that went insolvent in 2015

reveal the P&L hasn’t raised major concerns:
the turnover was relatively flat, whereas the
net margin had small negative values in
average. Moreover, almost one third of the
insolvent companies reported increasing
turnover coupled with higher profits.
On the other hand, the balance sheet
structure reveal major imbalances in terms

of asset liabilities horizon management,
the insolvent companies showing an
increasing propensity to allocate short term
resources to long term needs. More exactly,
during the appraised period of 2008-2014
before the default moment, the insolvent
companies have tripled the average
payment term to suppliers (increasing from
74 days in 2008 up to 235 days in 2014)
although the average period of receivables
collection has only doubled (the average
DSO increasing from 95 days in 2008 up to
181 days in 2014). The cumulated negative
result coupled with increasing commercial
debt from suppliers has fueled up the debt
ratio to unsustainable levels, reaching
almost 123% in 2014.
Therefore, 6 out of 10 insolvent companies
have used short term financing resources
above the current assets capital needs, the
reason for this being:
60% have used the additional short
term resources to finance long term
investments
20% have used the short term
commercial credit to reimburse long
term banking loans
10% have used the extended payment
terms to suppliers to pay dividends

Graph 3: Working Capital Management and Cash Circuit
of insolvent companies
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10% have used the commercial credit to
finance other companies within the group
The extensive use of the short term
commercial credit is visible in the overall

broad market behavior, not only in the
case of the insolvent companies. Hence,
the total commercial credit in the
domestic market has increased from

Table 4: Commercial versus Banking credit
Year
2007
2008
2009
2010
2011
2012
2013
2014
2015

Total Banking Loans to
private companies (mil
RON)

Total Receivables of the
active companies (mil
RON)

Commercial vs Banking
Credit

76,673

167,914

2.19

98,851

213,071

2.16

99,669

221,453

2.22

107,194

248,883

2.32

118,781

268,783

2.26

121,376

296,315

2.44

115,218

293,871

2.55

109,047

321,480

2.95

110,886

337,554

3.04

Source: Coface, National Bank of Romania

RON 168 billion in 2007 up to RON 338
billion in 2015, exceeding by almost 4
times the banking credit. Under this
context, the average DSO registered on
national level has increased from 60 days
up to 2014 days, the fastest growth being
reported among the very small companies.

Increasing payment defaults
in the economy
Although the number of new insolvencies
decreased by half during 2015, the larger
financial impact propagated through the
domino contagious effect has caused the
payment behavior to further deteriorate.
Hence, the total value of default payment
instruments has increased to RON 8.5
billion in 2015, 8% higher as compared to
the previous year.

Table 5: Default Payments
Year
2008
2009
2010
2011
2012
2013
2014
2015

Total Value of Default
Payment Instruments
(K RON)

Number of default
incidents

Average value of
default instrument
(K RON)

4,446,160

294,227

15

9,421,824

493,503

19

112%

68%

9,569,554

354,060

27

2%

-28%

6,341,525

233,451

27

-34%

-34%

8,628,886

186,071

46

36%

-20%

9,531,019

157,906

60

10%

-15%

7,944,268

115,114

69

-17%

-27%

8,545,476

87,269

98

8%

-24%

Value Growth

Source: Coface, National Bank of Romania
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Committed consultants
with adaptive intelligence
BearingPoint consultants understand that the world of business
changes constantly and that the resulting complexities
demand intelligent and adaptive solutions. Our clients, whether
in commercial or financial industries or in government,
experience real results when they work with us. We combine
industry, operational and technology skills with relevant
proprietary and other assets in order to tailor solutions for each
client’s individual challenges. This adaptive approach is at the
heart of our culture and has led to long-standing relationships
with many of the world’s leading companies and organizations.
Our global consulting network of more than 10,000 people
serves clients in over 75 countries and engages with them for
measurable results and long-lasting success.
For more information, please visit:

www.bearingpoint.com

Start
saving
on your
business
travel
expenses
today!
What if traveling for business reasons
would get you even more benefits?
What if each and every trip taken by
you or your colleagues would add up
to free flight tickets to your company?

A dedicated corporate benefits program
for your business travel needs

That is exactly what is offered by BlueBiz, the Air France,
KLM, Alitalia and Delta Air Lines program designed
exclusively for businesses. Upon registering to BlueBiz
your company starts earning BlueCredits, which can be
redeemed than towards air tickets and more, making the
most of your company´s travel budget.

Benefits of BlueBiz at a glance
• Earn Blue Credits on all flights with Air France,
KLM, Alitalia and Delta Air Lines.
• Free checked in baggage with KLM on European flights
• Award your company with free tickets fully covered
by BlueCredits.
• Use your BlueCredits for upgrades and enjoy
more comfort.
• On one and the same ticket a company can save
Blue Credits and travelers can save Flying Blue Miles.

Join the BlueBiz program for free and enjoy hassle-free travel while getting closer to free flight tickets!
Enroll you company online at www.bluebiz.com
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Trust in the Economic
Environment Is Crucial for the
Future Evolution of Businesses
Interview with Bogdan Ion, Country Managing Partner, EY Romania

Q: In 2016, we are witnessing a new economic
cycle, in the expansion phase, as your own
research shows through the measure of the
confidence indicator. What is the role of the
entrepreneurs in this economic growth,
compared to other expansions?
Bogdan Ion: In our business as advisors for the
largest companies in Romania, we know that trust in
the economic environment is crucial for the future
evolution of businesses. For the first time this year,
our Romanian Entrepreneurship Barometer has
shown that Romanian entrepreneurs perceive
positive evolutions on all 5 pillars that support the
development of local entrepreneurship. And this is
great news for the entire business environment.
Moreover, 66% of entrepreneurs think that Romania
will make a friendly environment for business
development in less than 10 years, while 38% believe
this will happen in less than five years. As active
supporters of the development of entrepreneurship
in Romania, this inflection moment is what we have
been expecting for some time. Such signals enhance
our trust in the future and the direction towards
which Romanian entrepreneurship is heading.
For sure, Romania is more entrepreneurial today
than it was four years ago. Following the present
local and global trends, I think Romania will be hard
to recognize in 2020, regarding the dynamism with
which Romanians will build their own businesses.

Q: What does the confidence of the business
environment, as determined by EY Romania,
tell about the future of the economy?

Bogdan Ion: According to our latest business
sentiment survey, 93% of business leaders in Romania
are confident in the growth of their companies this
year, while only 5% expect a turnover decrease and
2% expect it to stagnate. Of those who bet on growth,
41% expect an important positive evolution (over
10% growth), marking however a slight decrease
compared to 48% at the beginning of 2015.
Estimations regarding the profit growth are also
positive – 32% of companies expect a profitability
growth of over 10% in 2016.
This trend will be supported largely by investment,
considering that 81% of respondents say they will
increase investments in 2016, compared to 76% that
planned to do this at the beginning of 2015.
Investments will focus on growing the efficiency,
expanding on new market segments and expanding
on new markets.

Q: 2016 is unique in many terms, but mostly
regarding the cut in consumer taxes. In your
opinion, has the extra disposable income gone
towards more consuming or more investment?
Please detail and provide pros and cons of the
tendency.
Bogdan Ion: According to Oxford Economics, the
Romanian economy expanded by a strong 1.6% in
Q1, as fiscal easing continued to spur consumption.
As a result, growth forecast have raised for 2016 to
over 4%, driven by domestic demand. Prices
continued to fall during the first moths of the year,
primarily due to the effects of VAT cuts, which were
expanded to all products on 1 January. However, a
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Businesses in the EU will soon have to adjust to a
new trading reality, facing uncertainty, at least in
the medium term, about the tax rules and
regulations that apply to them.
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pickup in prices is expected in the second half of
2016, as demand pressures will pick up.
Investment will continue its strong rebound in
2016, growing by well over 6% again, but this will
now be driven predominantly by the private sector
as the latest EU funding cycle has expired. Retail
sales expanded 4.2% in Q1, reflecting that
consumption drove the strong GDP result seen in
this period. Despite this, figures for industrial
production remained modest in Q1, contracting
1.7% on the quarter. However we expect this will
prove to be a blip, and industrial production will
expand in Q2.

companies have been working on during the recent
months, as well as planning ahead to meet
uncertainty in the long run.
Businesses in the EU will soon have to adjust to a
new trading reality, facing uncertainty, at least in
the medium term, about the tax rules and regulations
that apply to them. This will depend on the outcome
of the trade negotiations between the UK and the
EU and whether the UK feels that it needs to impose
tariffs on the goods imported from the EU in an
attempt to encourage the EU to lower its own tariffs
in return.

Q: As a sum of all factors described above, do
you rather see a sustainable growth or a weak
sustainability of the Romanian’s economy
growth? What are the risks?
Bogdan Ion: The fiscal easing now being

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables for EY
Romania, for the economy as whole and for the
consultancy sector? Please detail.
Bogdan Ion: The consulting business is volatile by

implemented will put pressure on government
revenues, and may put Romania on an unsustainable
fiscal path in the medium term. The IMF has already
voiced concern, highlighted by its refusal to extend
Romania’s precautionary standby program.
Prospects for the Romanian economy are highly
dependent on the EU, which takes 70% of its exports.
This is why we are all looking to see how the Brexit
evolution unfolds and how it will impact EU as a
whole and Romania in particular. What we know for
sure is that inherent risks related to forex, tax or
mobility will make agility key for businesses success
in this volatile context. This means hitting the
button on short-term contingency plans that

nature, but may benefit to a larger extent from new
FDI and from the development of the local
entrepreneurial ecosystem. The modernization of
the public sector is an area where Romania still lags
behind and, in this space, the use of professional
consultancy firms may allow for a fast transfer of
knowledge and accelerated improvement of
performance and governance.
Furthermore, the efficient implementation of the
new public procurement law, by which state
institutions would select consulting companies
based on the value for money principle and not
solely on the lowest price, is likely to boost the
professional services market.

EY Romania
Bucharest Tower Center Building, 15-17 Ion Mihalache Ave.
22nd Floor, District 1, 011171, Bucharest, Romania
Phone: +40 21 402 4000
www.ey.com
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SMEs play a key role in
GDP growth and creating
added value
Interview with Matteo Patrone,
Director, Regional Head, Romania & Bulgaria,
European Bank for Reconstruction and Development

Q: How does EBRD perceive the small businesses
sector in Romania in 2016? What are the risks
and the challenges? How does EBRD define
‘small businesses’ and how does it support this
sector in Romania?
Matteo Patrone: A vibrant small and medium-sized
enterprise (SME) sector is a vital ingredient for a
healthy market economy. In Romania, as many other
countries, SMEs play a key role in GDP growth and
creating added value.
Our recent survey conducted with the World Bank
found that difficulties in accessing finance are perceived
as among the top three obstacles to doing business. In
addition, SMEs also face challenges in accessing the
knowledge, information and skills to improve their
performance, often in business environments in which
they are more vulnerable to issues of corruption,
bureaucracy and political instability.
At the EBRD, we believe that improving the agility of
the SME sector and its ability to respond effectively to
new developments can contribute to building longterm resilience into the economy as a whole.
In Romania, the EBRD is committed to stimulating
sustainable, commercial lending to SMEs that have
lacked access to finance, with a particular focus on
regional disparities, rural areas and financial inclusion.
More specifically, the Bank is working to re-energise
bank lending and non-bank financing. We use various
financial instruments: local currency financing,
dedicated frameworks and credit lines (including for
energy efficiency and agriculture), and other suitable
instruments, including possible risk-sharing. Also, the

Bank promotes adoption of good standards of
management practices, financial transparency and
integrity best practices via its dedicated Advice for
Small Businesses programme, all while seeking to
enhance productivity, sustainability and energy and
resource efficiency.

Q: Compared to the past experiences during
the crisis, does the current environment (the
low oil price, the talks about the Brexit, the
geo-political conflict in Ukraine) add some
pressures/ opportunities for the small
businesses in Romania?
Matteo Patrone: It is probably too early to assess the
full impact of Brexit on real economy in Romania and
in Europe in general. If we want to draw a lesson from
other recent events, it is one of mixed outcomes. Most
of the EBRD’s countries of operations have benefited
directly from the decline in oil prices through reduced
bills for energy imports and improvements in their
terms of trade (that is to say, the average price of their
exports in terms of the average price of their imports).
On the other hand, the economic outlook has been
negatively affected by the increased geopolitical
uncertainty in the region (the conflict in Ukraine
escalated repeatedly in the second half of 2014 and
2015; the sanctions imposed on Russia, combined
with uncertainty about their possible escalation in the
future). The weaker export environment and
deteriorating market sentiment that have resulted
from these tensions have all but offset the benefits of
declining oil prices.
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To stay on that market, companies have to be
competitive, to innovate and keep their
businesses flexible and easily adaptable to the
permanent market changes.
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As a result of the financial crisis and difficult
environment in the financial sector, financing for
SMEs in Romania is limited, particularly in rural areas
and outside major cities, and for small agricultural
enterprises. Lack of eligible collateral has constrained
the flow of credit, particularly to SMEs, of which more
than 80% rely on self-financing, through retained
earnings or sale of assets and loans from shareholders
or capital increases. As a result, SMEs generate less
than 50% of the total value added of the business
economy, compared to the EU average of almost 60%.
Increasing non-collateralised lending to SMEs thus
remains a challenge and, generally, domestic credit to
the private sector as a percentage of GDP is relatively
low by regional standards.

Q: Should companies in Romania take for
granted the low interest rates environment in
the EU? What are the risks and how can they
protect themselves?
Matteo Patrone: The low interest rate environment
should continue to stimulate the financial sector for
the time being. It is crucial that companies, especially
those with a limited exposure to export markets,
naturally hedge their foreign risk by financing
themselves in local currency.
Moreover, there is ample room for improvement in the
process of diversification of sources of financing, for
example through private equity. Private equity, further
than finance, provides corporate governance and
managerial support to the growth process of SMEs.
Prospectively, this will create incentives for capital
market deepening, as companies that will have reached
critical mass turn to public equity for financing their
future stages of expansion.

Q: What are the lessons learnt by small businesses
from the past crisis? How could they use this
knowledge in the new economic cycle?
Matteo Patrone: The main lesson learnt by all
companies, particularly by small ones, is that the real
market out there is much tougher that the one they
knew before the crisis. To stay on that market, they
have to be competitive, to innovate and keep their
businesses flexible and easily adaptable to the
permanent market changes.

Q: What industries does EBRD support in
Romania and how are the companies that EBRD
works with spread across Romania (Bucharest vs.
the rest of the country)?
Matteo Patrone: The EBRD is a leading institutional
investor in Romania. The Bank has invested over EUR
7 billion in the country to date and has also mobilised
more than EUR 14 billion from other sources of
financing. The large majority of the EBRD investment
has been in the private sector – 62%. The current
portfolio is close to EUR 2 billion, 34% in infrastructure,
29% in industry, commerce and agribusiness, 25% in
energy and 12% in financial institutions.
Through its Advice for Small Businesses team,
exclusively dedicated to SMEs, the EBRD has enabled
more than 650 enterprises to access business advice
through local consultants and international industry
advisers. The great majority of these are located outside
the capital city, and more than 20% are in rural areas.
The 2015-18 strategy builds on a strong history of
investment in Romania and sets out three priorities:
broadening access to finance by inducing lending
and developing capital market;
reducing regional disparities and boosting inclusion
through commercialized infrastructure;
enhancing competitiveness in the private sector
through targeted investment.

Q: Are there any tools for measuring the impact
of EBRD on Romanian companies (such as
effects on job creation, financing, business
development and so on)?
Matteo Patrone: We believe that measuring the
impact of our assistance is very important. As an
example, the support provided by the EBRD to over
650 small and medium sized enterprises through its
Advice for Small Businesses team, active in Romania
since 1993, has had a substantial impact, as revealed by
project evaluations one year after project completion1.
Within a year of completing an advisory project:
62% of the SMEs we worked with have increased
their turnover, with a median increase of 31%;
55% have increased their productivity, as they
expanded their business;
52% saw significant job creation;
16% secured external funding to finance their
growth, with over EUR 17 million secured so far.
1) Data collected since 2008.
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Private Pension –
A ‘Must’ for Romania’s Future
Interview with Melania Mirea, Executive Director, BCR Pensii

Q: What is your perspective on the private
pension system in 2016, regarding Pillar 3?
Melania Mirea: Due to the countries’ around the
world need of change and economic growth, the
beginning efforts of the pension reforms are
intensively promoted, having by now a positive
impact which should continue in the future. In
Romania, I have noticed that the number of people
aware of individual saving is increasing, alongside
with people’s need of financial education.
The net assets for Fondul de Pensii Facultative BCR
Plus (BCR Plus) were RON 226.83 million in May
2016 (compared with 190.10 in May 2015),
submitting a growing rate of 19%, according to BCR
Pensii SAFPP S.A. calculations based on data
published by the Financial Supervisory Authority. In
the above mentioned period, the voluntary pension
market has increased in terms of net assets, on
average, with 16%.
In 2016, at the end of May, BCR PLUS had 119,276
participants, more than 14% increase when compared
to the same period in 2015. In the same period, the
voluntary pension market has increased in terms of
new participants, on average, with 9.79%.

Q: How can the economic growth of the recent
years be related to saving in the private pension
system?
Melania Mirea: Growing private pension savings are
intensively correlated to the economic growth;
specifically, companies have higher income which
they can partially return to employees in the form of
benefits, such us 3rd Pillar pension and, at the same
time, take advantage of tax savings.
3rd Pillar pensions offer tax advantages to employers
because, under the limit of EUR 400 / employee/
year, the contribution paid by the employer is

deductible at company income tax computation,
while not being considered as payment assimilated to
the salary (and therefore being outside the area of
social contributions).
In terms of GDP growth in the year 2015, Romania
ranks 6th in the European Union and is predicted to
have an economic growth in 2016 of 4.2 compared
with 3.7 in 2015. For example, last year, private
pension funds were 3.70% from GDP, compared with
3.03% in December 2014 and 3.26% in June 2015. An
increased amount of assets is associated with more
efficient financial markets and, therefore, higher
economic growth. The private pension system has a
positive impact and puts focus on the protection of
pension members and the beneficiaries’ interests.
The encouragement of pension provision, in general,
sustains the pension sector as a whole.

Q: When governments realize they need money,
sometimes they take ad-hoc measures. In
Romania, we experienced in the past the freeze
of the transfers of social contributions to the
private pensions system. In Poland and most of
all Hungary, we have seen even more disruptive
measures. Taking this into consideration, please
provide arguments for the importance of
maintaining the private pension system.
Melania Mirea: The mandatory private pension
(Pillar 2) is for many Romanians the only savings
solution for the retirement age. Under the pessimistic
framework of the economy, it would be dramatic if
Pillar 2 no longer existed and now we must act
responsibly for the future generations, starting from
the information in mass media and the engagement
of the civil society. BCR Pensii is actively involved
online in spreading the right answers and also
internally through a new mobile application, offering
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information and trainings to our sales agents aiming to
increase the quality of information we give to our clients.
It is required, as fast as possible, to approve the law on
the organization and functioning of the payment system
of private pensions, to achieve the target of 6% from
social insurances contributions to Pillar 2 and to
encourage the employers to adopt private pensions
through the granting of tax advantages.

Q: Can you give us a glimpse of the structure of
the private pensions funds you are managing?
What kind of investments do you prefer and
why?
Melania Mirea: Tensions in international markets
are very clearly felt at the local level and that is why
our investment team continuously monitors and
analyzes financial markets in order to identify new
investment opportunities in a prudent and regulatory
framework. The investment strategy aims at
increasing assets of medium and long term by
managing a diversified portfolio of assets with lower
risk and yield profile. The value of the fund unit for
BCR Plus (Pillar 3) has registered an increase in the
last three years of 17.91% according to BCR Pensii
SAFPP S.A. calculations, based on data published by
the Financial Supervisory Authority and, in May
2016, the yearly rate of return of BCR Plus was
3.5891%, calculated by the Financial Supervisory
Authority for the last two years. For more details, you
may visit www.pensiibcr.ro. Past performance is not a
guarantee for future results.

Q: How safe are investments in the private
pensions funds?

Melania Mirea: First of all, according to the Financial
Supervisory Authority, more than 60% of the total
assets of the private pension funds from the 3rd Pillar
system are represented by fixed-income financial
instruments, such as state bonds, followed by shares.
Bonds represent the safest financial instrument and,
according to the primary legislation of private pension
funds, they can’t go bankrupt. Moreover, the rate of
return is kept under systematic monitoring by The
Financial Supervision Authority, in order to ensure
the effective operation of the private pension system
and the protection of the participants’ and the
beneficiaries’ interests.

Q: From an executive point of view, what are the
most important variables for the private
pensions system in Romania?
Melania Mirea: We should take especially into
consideration steps that increase the awareness of the
private pension system, starting from employees,
employers of small and medium-sized companies, and
up to big corporations. It is crucial to have a legislative
stability in order to support the long-term development
of the private pension system, satisfy the need for
financial education and provide economic growth.
Nowadays, the percentage of the population over 65
years old is 18% and, by 2050, it is expected that half of
the population will be over 65 years old, according to
The 2015 Ageing Report provided by the European
Commission. Not just the context of aging and the
demographic changes are the alarm signal, but, in the
long term, we should also take a look at the evolution
of the inflation rate around the target of 2.5 and the
relationship with the purchasing power.

BCR Pensii, Societate de Administrare
a Fondurilor de Pensii Private S.A.
15 Victoriei Ave., 3rd Floor, Podium, South – South-East Wing
District 3, 030023 Bucharest
Phone: +40 21 9503, +40 21 308 65 03; Fax: +40 21 232 40 35
pensiibcr@bcr.ro
www.pensiibcr.ro
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Power, Performance,
Innovation – The Pillars Which
Support Our Activity
Interview with Carmen Neagu, CEO Energobit

Q: As a major player in the energy infrastructure
industry, how does EnergoBit see the prospects
for 2016-2017?
Carmen Neagu: If I had answered this question in
the beginning of the year, I would have told you that
2016-2017 should be better compared to the previous
years in terms of investments, as the infrastructure
needs to be modernized and that most of the
companies have money for that. But, as the first half
of the year is nearly ending, I would say that this
prediction was not true, and I just hope that the
second half of the year will be better. There is a lot to
be done in the energy industry related to the
infrastructure supporting this field, but also in the
generation field and at the consumer level to improve
energy efficiency. It would be ideal to do as much as
possible in these years, but there are a lot of large
scale projects for which the development works will
take longer.
However, I will name some of the projects that
instantly come to mind for the future period: crossborder interconnectivity in order to be better
prepared to export the excess energy, improve
security of supply in generation deficit areas, grid
reinforcement for RES integration and relief
associated congestion, renewal of existing, old asset
base with focus on generation. The introduction of
the smart metering equipment for the end user has
started, and hopefully this will go large scale. There
are still tens of thousands of houses in Romania with
no access to the National Power Grid (SEN), where
the infrastructure in the area should be built from
zero. Of course, there are discussions regarding the
profitability of such projects and the return of
investment timeframe, but it is the decision makers’

responsibility to find or create funding solutions, as
access to electricity in the 21st century is an indicator
of the life quality.

Q: Worldwide in the energy sector, we see a
growing consumer demand and world class
innovation, combined with a supply chain
capable of building, installing and servicing all
energy technologies. How does EnergoBit fit
into this environment?
Carmen Neagu: Within all our activity, at EnergoBit,
we always have in mind quality, efficiency, innovation
and answer the customers’ needs/ demands.
When speaking about equipment production, the
need to innovate is mandatory in order to be
competitive and, in our case, we always wanted to
have state of the art technology and to produce the
best equipment. For example, the EnergoBit
distribution transformer, which we started producing
from 2013, has gone through two updates since then,
in terms of design, technology, losses reduction. Each
new version of the transformer diminished the power
losses by 10 to 15%. As we speak, we are working on
developing the fourth version of the equipment,
which will continue to decrease the losses.
Besides our production facilities which are directed
towards increased efficiency and innovation, in order
to offer complete solutions, in accordance with the
latest technological development, we have
partnerships with world class innovators with
tradition in setting the market trends. As a brief
example, one of the projects we made last year, the
photovoltaic park in Miroslava, Iasi, is the first unit in
Romania having a double axel tracking system. This
technology allows the movement of the photovoltaic
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EnergoBit contributed a lot in the development of
the renewable sector, by participating in the most
important wind and photovoltaic projects from
the country.
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panels according to the sun’s position, maximizing
the power production.

Q: We also talk about competitiveness in your
sector and we know EnergoBit has projects not
just in Romania. What helps the competitiveness
in your sector? What inhibits it?
Carmen Neagu: No matter the sector, or the country
in which we operate, when we speak about
competitiveness we refer to quality, trust, honesty,
efficiency, customer orientation, experience, passion.
Within EnergoBit, we’ve tried to sum this up into:
power, performance, innovation, the pillars which
support our activity.
In order to have results on any market, a company
needs to gain experience in dealing with complex
projects, needs to be trustworthy and have financial
power in order to support the involvement in works
for which the financing could be delayed. In short, if
a company is trustworthy and is determined to be
competitive, it will find the way to succeed.
If the companies operate in a well-balanced legal
framework which pays attention to all the aspects of
an industry and has in mind the best interest of the
consumers, there will be nothing to inhibit the
competitiveness.

Q: We want to ask you now about the energy
efficiency knowing that at the world level, the
market for achieving greater energy efficiency is
large and growing. How is this market in Romania?

Carmen Neagu: Everybody wants to be energy
efficient, as this translates into smaller production
costs. The problems that we are facing are related to
the costs needed to achieve this energy efficiency, the
funding for such investments and the legislation
which should encourage such projects.
A more reliable and transparent support for energy
efficiency projects, especially for a consistent
mechanism for finding investment resources to
achieve them, is required. At European level there are
numerous regulations regarding this aspect, but, in
Romania, the implementation of the Energy
Efficiency Directive stopped at the level of solutions
to provide the necessary funds and, without such
solutions, it is hard to find financing for such projects
and have ESCO companies developed.

Q: How do you see the prospects for financing
and investments in building, industrial and
supply side energy efficiency in Romania?
Carmen Neagu: As long as the legislation does not
offer solutions for financing, it is hard to relay
investments just on penalties worth being considered
in case certain levels of energy efficiency are not
attained. So, from the local companies’ point of view,
the energy efficiency questions are: do the savings
generated by the energy efficiency projects cover or at
least equal the needed investment on the short/
medium term, or are investments not worth the
savings, and the fines for not complying with the
regulations are acceptable?
Thus, the investments in energy efficiency projects
are made mainly by the subsidiaries of international
companies which have a group strategy in this
respect. However, there are also exceptions, like the
one we had in Tulcea, where we built a biogas
cogeneration plant.

Q: How much have the investments in the
modernization of Romania’s electricity
infrastructure increased since the crisis? How
does EnergoBit see this dynamics?
Carmen Neagu: During the peak of the economic
crisis, the energy sector attracted impressive
investments, but these were generated by the
legislation encouraging the renewable segment.
Moreover, during those years, the national energy
consumption level decreased, as many industrial
consumers decreased production or closed their
doors. So, the investments in the modernization of
the power infrastructure were also at a relatively low
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If a company is trustworthy and is
determined to be competitive, it will find the
way to succeed.
level. With the renewable investments development,
the network stared to be reinforced.
The consumption level increases, but we are talking
about small figures, of just a few percentages, so the
investments in the modernization of the
infrastructure are moderated.
Besides the low demand, the investments were also
affected by the political changes that took place in the
last years, with the energy segment playing a major
part in many sensitive situations. A more stable
political system, with a predictable legal framework
will definitely support the modernization of the
infrastructure and the investments in this direction.

Q: How do you see the renewable energy
trajectory in the context of the low oil price?
Carmen Neagu: The trajectory of the renewable
energy was dictated by the financial facilities offered
to the investors, which brought significant
investment. At this moment, more than 20% of the
local energy is produced from renewable sources:
hydro, wind and solar.
Until the legislation changes, it is hard to consider
that we will still see important investments in the
renewable field. Moreover, the current players in this
field announce important financial losses from the
Romanian projects. Having these in mind, I can say
that there are no encouragements for major projects
in this segment.
EnergoBit contributed a lot in the development of the
renewable sector, by participating in the most
important wind and photovoltaic projects from the
country. We are using this experience in projects we
are involved in abroad, where the renewable sector is
now developing.

Q: What can you tell us about the smart grid
technologies and services in Romania regarding
both of its components (electric grid equipment

and services required for the modernization of
the distribution and transmission system and
the IT technology involved for supporting an
electric grid)? What are the obstacles for
deploying the smart meters in Romania?
Carmen Neagu: Smart meters will not solve
infrastructure issues and the lack of electrification in
the remote areas. From the technological point of
view, there are solutions available for a smart city, but
we are lacking the financing. There are far more
urgent matters to be addressed in the energy field and
the investment needed in this regard might get
further postponed. Looking at the more advanced
economies in Europe we see that, not even there, the
smart city didn’t become everyday reality for the
common people.
The deploying of the smart metering system at a large
scale may change the consumption habits of the
users, and would identify the areas where the
investment is most needed, but without financing, it
will be hard to see this in place.

Q: From an executive point of view, regarding
‘the new economic equation’, what are the most
important variables in the industry of energy
infrastructure in Romania? Please detail.
Carmen Neagu: One of the most important
variables in the development of the power
infrastructure is the precise strategy within the
predictable legal framework. The second most
important variable I consider it to be the
determination, the will to do what you want and
transpose a strategy in real actions.
I think this applies to everything, not only to the
energy industry. If you know what you want, the
strategy, and you have the will, the determination to
do it, you will find financing, opportunities, resources,
technologies and all you need to reach the goal you
have set.

EnergoBit
400221 Cluj-Napoca, Cluj County, Romania
Phone: +40 264 207 500, Fax: +40 264 207 555
ebit@energobit.com
www.energobit.com
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Romania, Through Port of
Constanta, Could Become the
Fastest Route to Central Asia
Interview with Alexandru Craciun, Commercial Director – Constanta
Port Administration and Senior Consultant – Sfera Business

Q: As a Commercial Director of the Constanta
Port Authority, how do you see Romania’s role
as a transit point for goods between Asia and
Central Europe?
Alexandru Craciun: Asia is Europe’s greatest
commercial partner, consequently, there are many
routes between the two continents. Seen in a broad
context, Romania doesn’t occupy a pivotal place
between Asia and Europe, but when it comes down
to a regional context – and look at Central Asia and
Central Europe – one realizes that Romania may play
a leading role in connecting the two regions if it
takes advantage of this great asset that is the Port of
Constanta. This could be done mainly by better
connecting the port with the hinterland through
transport infrastructure. In this way, Romania,
through Port of Constanta, becomes the fastest route
to Central Asia.

Q: What is the economic potential of this
transit and how far are we from reaching this
potential?
Alexandru Craciun: The part of Central Europe
which is accessible for Port of Constanta comprises a
population of some 65 million inhabitants stretching
along the lower and upper basins of the Danube
River. On the other side, Central Asia is populated by
some 60 million inhabitants. With the recent
reintegration of Iran in the commercial circuits, we
can add another 30 million (mainly the Northern
part of Iran) to the pool of consumers and producers
that can be accessed through Port of Constanta. So,
just in this geographical context, Port of Constanta

connects some 155 million consumers and
producers.
However, the main issue of the region is the trade
imbalances existing between the two spaces. On
one side, we have a European region that is a net
exporter of agricultural and industrial products and,
on the other side, an Asian region as a net importer
of these products. Trade imbalances are reflected in
higher rates for transport between the two regions.

Q: Being a potential transit point (or even a real
transit point) does not seem to be enough if the
rail and road infrastructure is not keeping the
pace with the transit. Please detail, what is
more important now: the rail infrastructure or
the road infrastructure?
Alexandru Craciun: Actually, they are both
important elements of the transport system that
complement each other. In the modern transport
system, a cargo seldom drives directly from the point
of origin to an export seaport. Most often, there are
intermediary points (dry ports, river ports etc.) that
act as transshipment points to the seaport. Such
intermediary points have to be very well connected,
both with railways (ensuring mass transportation), as
well as road infrastructure (ensuring capillarity).

Q: Is Constanta Port a bottle-neck in terms of
transit (since we are witnessing major vessels
arrivals)? Please detail.
Alexandru Craciun: Basically, all seaports are
bottle-necks. Huge amounts of cargo coming off a
maritime vessel have to be shipped to the hinterland
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using much smaller transport units. For example, a
portcontainer may discharge up to 2,000 containers
in the port in just one day. The carrying capacity of a
train is up to 80 containers and that of a truck is
limited to 2 containers. So, the port area acts like a
buffer zone, balancing the transport capacities
between the sea and the land. In this respect, this
trend of ever larger ships puts a lot of stress on the
current infrastructure and forces market players to
find better transport solutions.

Q: We are witnessing a low-level price for the
energy, especially for the oil. How does the oil
price revolution affect, in your opinion, the
Romanian economy in 2016? Is there a question
of too much oil or a lack of oil? If you choose
the second answer, what is ‘the new oil’?
Alexandru Craciun: At the level of the entire
economy, I don’t think there will be major changes in
2016 caused by the oil price slump. Even though the
oil price has fallen sharply, in Romania, the gasoline
and diesel prices have decreased to a lesser extent,
thus balancing the revenues lost from selling cheap
oil, in the case of big oil companies which are
involved in extracting, refining and selling activities.
However, there are some industrial segments which
have been hit very hard by the falling oil prices, like
the offshore industry, highly affected by the freezing
of the new projects.
In my opinion, the grounds of the oil crisis that we
are witnessing today are to be found in the fall of an
economic model. Based on recent advances in
renewable energy production, green transport and
communication, there are increasing reasons to
believe that we are stepping into the third industrial

revolution and leaving the fossil-fuel based economy
behind. In this context, it is reasonable to think that
the new oil is data.

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables in the
shipping and transit industry of Romania?
Please detail and argument.
Alexandru Craciun: I think the most important
elements for the shipping industry in Romania are
related to the context within which this industry
operates. Firstly, we need a transport infrastructure
that must enhance our competitive advantages in a
market in which one mainly sells connectivity. In
this respect, I could give two explicit examples, the
Danube River and the Port of Constanta. Together
they sum up an excellent transport system that could
be greatly improved, with net benefits for the entire
economy, if it were properly connected with the
main entry points from the western border.
Secondly, we need business oriented authorities. The
first step is to eliminate bureaucracy, but the main
target is to make authorities think in business terms.
Only then the authority can avoid blocking the
logistical process and can give value to the whole
transport system. Also, as a Senior Consultant in
Sfera Business, my role is to provide knowledge and
experience in logistics and operations to the
Romanian companies and professionals. As a member
of the Sfera Business team, I strongly believe that the
most valuable information in training sessions is
provided by experts with important practical
experience. This is also an important personal
contribution to the Romanian business sector.

National Company ‘MARITIME PORTS ADMINISTRATION’ – S.A.
Incinta Port, Gara Maritima, 900900 Constanta, Romania
Phone: +40 241 611 540, Fax: +40 241 619 512
apmc@constantzaport.ro
www.portofconstantza.com
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TAMING THE
ELECTRICITY, THE
ENERGOBIT STYLE

F

or more than 25 years, EnergoBit writes the story behind
electricity by building generation units, power stations,
equipment and networks. The company served hundreds of
customers, from small entrepreneurial businesses to large scale
companies with complex demands and power providers which
cover the entire Romanian territory, but also companies abroad.
About 10 million power consumers (both residential and industrial)
in Romania, from all the power distribution operators, benefit from
the equipment and services provided by EnergoBit.
Established as an electrical engineering company, EnergoBit’s
orientation towards manufacturing electric equipment began in
1994 with the production of low voltage and automation panels,
with a few employees and a small production space of just 12
square meters. The company developed rapidly and, more than
20 years later, it covers an extensive portfolio of electrical
equipment for medium and low voltages. Nowadays, EnergoBit
has two factories of more than 9,000 square meters located in
Cluj and Salaj counties where about 200 employees are involved
in the production activity.
In general, wherever there is power consumption, electric
equipment like the ones manufactured by EnergoBit is needed.
The company’s factories produce all sorts of electric equipment,
from low voltage distribution panels to protection and automation
panels, medium voltage switchgears and distribution transformers.
All these are used both by the specialized electric power producers,
transporters and distributors, as well as by companies from market
segments like automotive, food, retail, telecom, travel, construction
or heavy industry and many others. Babeș-Bolyai University, ClujNapoca Airport, Heart Institute Cluj-Napoca and other public
institutions, fuel station networks like Petrom, MOL, OMV,
Rompetrol or financial institutions as is the case of BNR, BCR, BRD
Societe Generale are all using EnergoBit manufactured equipment.
The cable transportation installation from Poiana Brasov also relays
on the work of the engineers and electricians from Cluj. Important
names from the industrial sector: Automobile Dacia Pitesti,
Michelin, European Drinks and Food, Holcim and many others are

EnergoBit
400221 Cluj-Napoca, Cluj County, Romania
Phone: +40 264 207 500, Fax: +40 264 207 555
ebit@energobit.com, www.energobit.com

also using electrical equipment manufactured in these factories.
The power transportation and distribution companies are
traditional customers for the company which gathers about 800
employees all over the country.
Besides its manufacturing activity, EnergoBit has an impressive
experience in building complex projects for 400/220/110/20 kV
power substations (including indoor substations) and power lines.
Starting with 2001, the company built from zero or refurbished
close to 60 transformer substations. For such works, EnergoBit
provides feasibility studies, including a technical-economical
comparative analysis of the existing or possible solutions,
technology studies for the connection to the National Power Grid,
technical documentation for building licenses and approvals.
Moreover, the company is also in charge with the technical design,
project management, the works execution and tehnical assistance
during execution and commissioning, on-site consultancy.
Along with the projects commissioned for the utility companies,
EnergoBit developed capabilities and skills to deliver complex
solutions for the industrial segment. Thus, the company delivers
electrical power supply and distribution installations and electric
drive systems for plants and factories, for commercial and office
spaces, for infrastructure (railways, roads, airports) projects and
for sport facilities, architectural and public lighting. From on-site
assessment to the detailed design of power distribution
networks, from acquiring licenses to the final execution of the
project, the company’s portfolio includes commercial centers
like AFI Palace Cotroceni in Bucharest, Polus Center ClujNapoca, and others, hotels like City Plaza from Cluj-Napoca, the
Turda Salt Mine and many more.
EnergoBit provides the execution of medium and low voltage
electrical connections, the execution or modernization of medium
and low voltage distribution installations, the execution of indoor
electrical installations and public lighting installations.
In short, EnergoBit offers complete electrical solutions for any
project that requires power supply in Romania or abroad.
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Digital Innovation Leads
to a Healthy and Growing
Economy
Interview with Violeta Luca, Marketing & Operations Director,
Microsoft Romania

Q: What is Microsoft’s role in ‘understanding
the equation’ about the economic trends for
2016 and beyond?
Violeta Luca: One of Microsoft’s stated missions is
the building of the intelligent cloud platform. And
one part of the current economic equation is that the
biggest change for companies – the technology
change – will be the shift to cloud services. Three
things stand out in this disruptive shift: a massive
increase in available data, novel insights from
machine learning and data analytics, and the
economics and flexibility of cloud computing.
It is an entirely new paradigm of approaching your
technology needs as a company and it completely
reshapes the classical IT workflow. With Azure, the
Microsoft cloud platform, everything your company
needs is now close, easily available and ready to
deploy – more flexible and more powerful than
anything that has come before it. And new avenues
and processes are now available – your business can
be transformed by innovation such as the Internet
of Things or predictive data analysis.

Q: According to Microsoft, the Internet of
Things starts with ‘our things’ – the things that
matter most to our business. Are there any new
ways in which our ‘things’ and our data come
together? Please detail.
Violeta Luca: Everything is data. Our ‘Things’, as
you call them, are building blocks of a company
– think of a communication antenna or a company
car or a machine on a production line, or even a
product – a bicycle, a sport shoe – they have always

generated data. It’s just that up until now this data
went unused or, if it was used, it was done on an
incredibly low bandwidth level. Think of an elevator,
for example. Traditionally, you had a maintenance
team, who went there every two or three months
according to a set schedule, noted the state of the
equipment and reported back to HQ, where it was
catalogued and structured. That elevator was, in a
very primitive and slow way, generating data. Now,
with IoT and sensors built in, the elevator has a
direct, continuous, real-time connection to the HQ.
The level of detail increases exponentially and you
can do things that were unimaginable before – you
can do Business Intelligence analysis on the usage
patterns and optimize schedules and products, you
can do predictive analysis to better organize
maintenance breaks and, most importantly, you can
use machine learning to find new insight in the data
– find tell-tale signs of impending failure, for
example, that were previously unknown, or make
design decisions based of real-world-use. What IoT
and Data does is that it allows one to be connected to
a business in a way never seen previously. Much less
guesswork, much more real insight.

Q: How does Microsoft help connect the dots
between where the businesses are today and
where they could be in the future?
Violeta Luca: Microsoft’s mission is to enable
people and companies around the world to do more.
So Microsoft’s vision for the future of a company –
any company – is not necessarily defined around the
technology that we will use at that point, but rather
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One part of the current economic equation is
that the biggest change for companies –
the technology change – will be the shift
to cloud services.
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one where opportunity and innovation are fulfilled
to their rightful potential. And Microsoft technology
is built as an enabler of that goal – whether we’re
talking about better teamwork and productivity
with Office365, opening up digital possibilities for
everyone with Azure and the amazing cloud services
that stem from it or improving the way we interact
with technology through Cortana and intelligent
bots.

Q: How does Microsoft connect the most vital
parts of a business (people, assets, processes and
systems)?
Violeta Luca: The digital revolution – as we often
call this period of fast technology development – is
all about allowing for faster, easier and more relevant
interactions inside and outside a company. And it
applies to all the vital elements you describe above.
Through Microsoft technology, people can be more
connected to the company – think mobile technology
and cloud services, where your business’ information
and resources are always at your fingertips. Or IoT
and Big Data, where assets and systems inform and
shape business processes in almost real-time. Or
maybe Business Intelligence visualizations, that
allow you to see the working and results of an entire
department or even company on a single screen. The
whole Microsoft business ecosystem is aimed at
easier and faster business interaction.

Q: In the past 2 years, the IT sector has
contributed more to the GDP in Romania than
agriculture. How fast do you see the IT
dynamics for 2016 and for the next decade (in
terms of annual growth)? Please detail,
emphasizing risks, challenges and facts.
Violeta Luca: There is almost no doubt that the IT
sector will enjoy continuous growth for the next

foreseeable future – the landscape is definitely set for
that. There are limits to this growth though. There
has been talk about a looming human resources
shortage – and I think that is a fair point: unless we
start increasing our STEM programs outside a group
of elite universities, the IT sector will soon face limits
to its growth. Another challenge is the nature of the
market – the product diversity is slowly left behind
by sheer market growth. Fostering innovation and
entrepreneurship is key to a varied and successful IT
sector, and it’s something Microsoft aims at with its
many youth and education programs – YouthSpark,
Imagine cup, etc.

Q: From an IT innovative leader’s point of view,
taking into consideration ‘the new business
equation’, what are the most important
variables in terms of the contribution of IT and
of the Internet of Things to the general
economic activity?
Violeta Luca: There’s a saying we at Microsoft use
quite often, and that I like a lot – ‘Data is the New
Electricity’. Now, that phrase is being used mostly in
relation to SQL Server, Microsoft’s Data Platform,
but its meaning can be a lot wider than that. We are
in the middle of change – and the use of data (and
the digital transformation) will make the difference
between the companies that will grow, and the
companies that will fall behind. The winners of this
digital revolution will be those companies that will
embrace a digital vision for their future – and
Microsoft and the Romanian IT industry (that
includes many Microsoft partners) contribute not
just to GDP, but to the overall technology landscape
of the economy. Because an economy that embraces
technology, that encourages digital innovation –
both as a producer and as a client – is a healthy,
growing economy.

Microsoft Romania
City Gate South Tower, 3-5 Presei Libere Square, Bucharest
romania@microsoft.com
Phone: +40 212 024 200
Microsoft.com/Romania
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Redefining Business Success
in a Changing World
Business leaders see an increasingly complicated and multi-polar world
of diverging socioeconomic and political models, beliefs and values,
where technology is transforming the expectations of customers and
other stakeholders.
By PwC Romania

I

n the coming years, business success will
be defined by more than just financial
performance, and organizations are
increasingly aware that both customers and
public opinion asses them in terms of the
impact they have on society.
These are two of the findings of the PwC’s
19th Annual Global CEO Survey
conducted in 83 countries, including
Romania.
The sixth edition of the Romania country
report of this global survey examines
some of the organisations’ challenges in
the context of changing stakeholder
expectations of business. When referring
to stakeholders, the leading organisations
are considering a wide spectrum that
includes not only customers, employees,
shareholders, government and regulatory
authorities, but also competitors,
suppliers, the media and local
communities. Currently, all of them have
a significant impact on the company’s
business strategy.

Redefining organisations
In this year’s survey, business leaders see
an increasingly complicated and multipolar world of diverging socioeconomic
and political models, beliefs and values,

where technology is transforming the
expectations of customers and other
stakeholders. The executives have a tough
job finding growth and delivering results
year in, year out. But they know an even
tougher task lies ahead: to prepare their
organisations for a more complex future
where customers and other stakeholders
increasingly expect them to do more to
tackle society’s important problems. To
equip themselves for this challenge and to
build trust and ensure long-term success,
organisations implement multiple changes
in the way they evaluate risks, improve the
marketing, communication and branding
activities, harness technology and
innovation, leverage the talents’ skills or
choose business partners – to execute
strategies that meet greater expectations.
Thus, 94% of CEOs in Romania declare
that they are implementing changes in the
way they define and manage risks in
response to the constantly-changing
stakeholder expectations.
To strengthen the market position, the
executives sometimes get to the point of
changing the purpose of the organisation
(what it stands for), to define a more
comprehensive view of how their business
operates within society. Over a third (35%)
of respondents believe that they have
68 Romanian Business Digest•2016

always had an organisational purpose that
includes the broader impact their business
has on society. Other 22% of CEOs say
that they have changed the organisation’s
purpose in the last three years to take
account of the stakeholder expectations.
Also, other 11% of respondents consider
doing so. The organisational purpose is
refocusing on creating value not only for
shareholders, but for wider stakeholders,
in an effort to better highlight the role and
importance of organisations in local
communities and society as a whole. Thus,
72% of CEOs state that successful
companies will be guided by a purpose
centred on creating value for all
stakeholders, and about four out of five
respondents (79%) say that they prioritise
long-term over short-term profitability.
However, creating value for stakeholders
and profitability are interconnected
elements for executives. Thus, 57% of
CEOs believe that creating value for the
wider stakeholders will help organisations
to be more profitable.

Technology is reshaping
businesses
In today’s global economy, technology is
the main catalyst in the interaction
between organisations and stakeholders.
77% of CEOs anticipate that in five years’

The winners will be those that harness
technology and innovation to deliver products
that are cost-effective, convenient, functional
and sustainable.
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time technological breakthroughs, as a
global megatrend, will have significantly
transformed wider stakeholder expectations
of businesses on communication, reporting,
investment and planning. On the other
hand, companies use a wider range of
digital technologies as communication and
networking tools and also as means to
increase the level of stakeholder
engagement. 91% of CEOs argue that they
are improving the way in which they use
technology to assess and deliver on wider
stakeholder expectations. Business leaders
are positive that investments in digital
technologies, especially those which
improve the experience offered to clients,
add value to their businesses. Thus, 83% of
CEOs consider Customer Relationship
Management (CRM) systems as one of the
connecting technologies that generate the
greatest return in terms of engagement
with stakeholders. In order to find the best
way to have technologies streamline
operational activities and bring businesses
closer to clients, CEOs are willing to get
personally involved and actively support
the migration to digital.

disruptive factors that could reconfigure
many industries. As expected, most CEOs
believe that the business strategy of the
organisations they lead is significantly
impacted by clients (mentioned by 90% of
respondents) and industry competitors and
peers (79%). There are new aspects to
competition, and the current configuration
of markets and industries is undergoing
sweeping changes. Fiercer competition
nowadays no longer means just a higher
number of companies operating in the
same field, it involves a change in the very
nature of competition. The markets and
industries will change with their borders
growing ever fuzzier, as organisations
expand into various business areas, and
competition emerges from new sources,
which are often difficult to anticipate.
Technology as sector is one of the main
sources of evolving competitors vying on an
equal footing with well-established ‘players’
of various other industries. Also, a growing
number of organisations are branching out
into business areas other than their original
ones – and here again technology is a
favourite sector.

– seen as vital to business growth, access to
new talents, expertise in new fields and, last
but not least, more efficient risk
management.

Most executives understand the importance
and tangible benefits of innovation for the
success of their companies and they
acknowledge the need to adjust to an
increasingly high tech world. 81% of them
seek to maximize societal values of their
R&D and innovation. The winners will be
those that harness technology and
innovation to deliver products that are
cost-effective, convenient, functional and
sustainable.

Going forward, in order to remain
competitive organisations will need a
strategy with sufficient flexibility to adjust
to market trends or create new ones. More
than ever, tomorrow’s organisations should
be ready to achieve performance in
completely new sectors, while also giving
up some traditional business lines and fully
reconfiguring themselves. To this aim, a
company’s ability to work with ever more
diverse business partners is essential for its
success in the digital economy. In order to
cope with inter-sector competition,
organisations cooperate with a wealth of
business partners, which generate ample
benefits. Enlarging the client base and the
access to new markets are the more obvious
ones. In the current context, however,
CEOs are also identifying other benefits
deriving from developing relationships
with
various
business
partners:
implementing new technologies in
operational activities, fostering innovation

83% of the interviewees in Romania argue
that a skilled, educated and adaptable
workforce represents one of the most
important priorities for society today. Also,
the local CEOs believe that this should be
among the top priorities for the
Government. However, 73% of the
executives mention that developing
talented and flexible personnel is one of the
main areas in which the business sector
should collaborate with local and national
authorities. This is why diversity and talent
inclusion are indicators of competitiveness
and an ever-growing number of CEOs are
adopting a specific strategy in this respect.
92% of them focus on workforce rights and
wellbeing, as an organisational area that
they want to improve. And 55% of CEOs
focus on identifying and developing leaders
for tomorrow, as part of their talent
management strategy. Having the right
leadership pipeline is critical to achieving
business and innovation goals.

The new competition
The digital economy brings new threats,
but also creates multiple opportunities.
Organisations need to adapt on the go and
be prepared to compete in new sectors.
Nearly three quarters (72%) of CEOs believe
that there are more growth opportunities
for companies today than there were three
years ago. Changes in regulations and in
consumer behaviour, as well as diversifying
competition, are some of the main
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Talent as success factor
The availability of key skills continues to
challenge the business leaders. The pace of
technological advances highlights the
importance of skilled personnel, whose
abilities are needed by companies to achieve
the required performance level in the digital
economy. However, the reasons talented
employees choose a company over others
become more complex. The majority of
CEOs in our country (54%) believe that top
talents prefer to work for organisations
with values which are aligned to their own,
while 44% of the respondents think the key
talents would rather look for employers
that offer competitive compensation
packages. Global counterparts are even
more convinced of this: two thirds of global
CEOs believe that in the next five years
shared social values will be the crucial factor
in the employees’ decision to work for a
certain organisation.

Two thirds of global CEOs believe that in the
next five years shared social values will be the
crucial factor in the employees’ decision to work
for a certain organisation.
New ways of measuring
and communicating business
success
Under pressure from technological changes
which enhance the speed of information
sharing and expose businesses in a direct
way to public opinion, companies are at a
crossroads that involves changing their
business model. 88% of CEOs believe that
business success will be defined by more
than financial profit, and 52% of respondents
say that their investors are seeking ethical
investments. Thus, executives seem even
more focussed on creating long-term value
and ethics is making a strong return at the
core of doing business.
Reshaping companies built on profit alone
into ones where financial results and social
purposes combine is not going to happen
quickly or easily. But it’s a transformation
already underway that businesses need to
keep pace with.
Approximately nine out of ten CEOs say
they implement multiple changes in the
way they measure business success,
reflecting the new criteria by which their
organizations are evaluated. Also, they
develop better tools to communicate

drivers of success. Business leaders believe
they need to better measure ‘harder’ areas
such as major risks, innovation and strategy.
At the same time, they think they should
communicate more effectively on ‘softer’
matters – the purpose and values of the
organization, non-financial indicators (e.g.
image, reputation) and impact on the
community. But customers increasingly
want information about both the ‘hard’ and
‘soft’ drivers of success. Technology and
data analytics will play a big role here to
ensure businesses are capturing accurate
and comprehensive insights on their
customers and their needs.
For successful organisations, reporting will
also focus more and more on non-financial
matters. At the same time, Corporate Social
Responsibility (CSR) will not be limited
only to certain programmes, but will
become the core of all their activities. 38%
of CEOs in Romania state that they are
investing in a standalone CSR programme,
while 43% argue that Corporate Social
Responsibility is core to everything they do.
Here we see a significant difference
compared with their global counterparts,
where 64% argue that CSR forms the
foundation of all company activities. Also,

74% of respondents in Romania state that
the company’s reports will take into
consideration both financial and nonfinancial matters. Indeed, according to
European Directive 95/2014 starting with
2017-2018 large companies will have to
release non-financial reports that include
environmental issues, actions taken to
prevent corruption or money laundering
and details on their CSR activities.
But all these endeavours to respond to
greater expectations and to successfully
navigate this new world require a constant
and sustained effort from organisations.
CEOs are aware that this could translate
into additional costs of doing business. And
half of the executives agree that this is the
main barrier organisations encounter in
their attempt to respond to wider
stakeholder expectations.
No matter what the business size, the
threats it faces are becoming more complex,
running from geopolitics and regulation to
cyber security, societal development, people
and reputation. The organisation’s
readiness to respond to a crisis becomes an
increasingly important concern and a key
factor of success and sustainability.

About the survey: PwC’s 19th Annual Global CEO Survey was conducted during the last quarter of 2015, with 1,409 respondents in 83 countries. In Romania were
conducted 82 interviews with CEOs. You can download the full Romanian and Global reports or examine the results in detail at www.pwc.ro/ceosurvey2016 and
www.pwc.com/ceosurvey.

PwC Romania
301-311 Barbu Vacarescu St., Lakeview Building
8th Floor, Bucharest,
Phone: +40 21 225 3500
office.inbox@ro.pwc.com
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Romanian M&A Market
A Real Chance for Booming
The first months of 2016 show an increased number of deals
and deal opportunities.
By Noerr

T

he beginning of 2016 revealed
some relatively unexpected and
encouraging movements on the
Romanian M&A market. A lot of new
transactions have been either already
signed (if not even closed) or are in the
pipeline, in the most diverse industries.
Talking just about our experiences at
Noerr, we have assisted clients in
transactions that were signed during the
first four months of this year in the
manufacturing industry (such as the
contemplated acquisition of Ana Imep
and Ana Mep by Nidec Corporation), in
agriculture business (the pending BayWa
– Cargill transaction) and in IT&C. In
addition, we are currently working on
other transactions in IT&C (one involving
software and the other involving
hardware players), retail, oil and gas and
real estate.
The signals received from the market are
also very positive, all market peers talking
about increased investment interest, more
deal opportunities, excellent perspectives.

The reasons behind the facts
The Romanian M&A market is to a certain
extent mirroring our economy and one
has to look at the broader picture for
identifying the reasons for the current
promising situation.

In my opinion, three were the main
factors that made Romania have one of
the lowest FDIs in Central Eastern
Europe for years and years after the fall of
the iron curtain:
The almost complete lack of
consistency of the various governments
that governed our country since 1989
from the perspective of the economic and
political measures meant to attract
investments, which led to discouraging
macroeconomic
parameters,
poor
infrastructure, low state budget incomes
The mentality of the Romanian
entrepreneurs that were rather reluctant
in assuming the risks (such as listing their
company on the stock exchange market,
entering into joint ventures/ merging the
businesses with competitors, selling part
of their shares to a financial investor)
required to bring their businesses at a
level sufficient to make them attractive
for foreign investors, combined with the
well-known barriers that were historically
facilitating the access of a certain category
of entrepreneurs only to important state
driven projects
The strong competition in the region,
that made Romania look as (one of) the
black sheep of CEE, strongly linked with
our failure to create at least a correct
image of our country outside our borders,
which made almost any foreigner coming
to Romania and seeing the reality with
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his own eyes be positively impressed but,
on the other hand, determined a lot of
others to simply not come.
The last years have shown significant
improvements from the perspective of
the first two factors mentioned above.
Although there is still a tremendous lack
of trust in the government, several
measures that were applied and (perhaps
for the first time since 1989) pursued by
the last governments start to show very
good results and Romania has currently
perhaps the best macroeconomic
situation after the communist period.
On
one
hand,
the
Romanian
entrepreneurs are more mature and
understand better what is required to
have not only a stable business, but to
grow it further and, on the other hand, a
new generation of entrepreneurs, well
anchored at the Western realities, starts
to appear and to have a strong impact.
Furthermore, the fight against corruption
started to make our business environment
healthier.
Finally, although I do not see a real
progress from the perspective of
improving our image abroad by own
means, the problems existing all around
us, starting with the Russian-Ukrainian

The signals received from the market are very
positive, all market peers talking about
increased investment interest, more deal
opportunities, excellent perspectives.
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issues and continuing with the populist
measures
implemented
by
the
government of Hungary and (more
recently) of Poland, have their own
contribution to bringing Romania on the
radar of more and more investors.

flourish sooner or later. Still, we have
only had a few relatively good years before
the crisis, not enough to eliminate the
gap between Romania and most of the
other European Union member states
within the Central Eastern Europe.

Will our M&A market
really be booming?

Nevertheless, the current situation is
encouraging and we should simply not
allow ourselves to lose the momentum
(for example, by implementing here also
the populist measures seen at our
neighbors – unfortunately there are
already several signs).

Our country was for many years in a row
considered as one of the most promising
country in the region. The economy was
down, the country had significant
resources, the population was big and
well prepared, everybody expected it to
undergo significant growth and to really

potential investors and attended all kind
of European or regional M&A events and
this year it happened for the first time
that I was happy to not only hear the
name of our country (if) as one of the
other potential location for deals/
investments in CEE, but as being referred
to as the new pearl of the region.
We should understand that Romania is
currently better positioned in the eyes of
the investors than it has perhaps ever
been and we should all work on
capitalizing this – the answer to the
question above is really in our hands.

I have met in the last years a lot of
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Head of M&A Practice
Noerr
28 C General Constantin Budisteanu St., District 1
010775 Bucharest
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Laureat al Galei Romanian TopHotel Awards din cadrul celei de-a
IX-a ediții Tourism & Leisure Investment Conference 2016, care a
avut loc la JW Marriott Bucharest Grand Hotel, echipa Kronwell
Brașov Hotel a urcat cu entuziasm de două ori pe scenă, clasându-se
pe locul 1 la categoria „Hotelul Anului” (Segmentul 4 stele, neafiliat
unui lanț hotelier internațional) și “Locația anului pentru conferințe
și întâlniri de afaceri”.
“Pentru turismul din România existența unui hotel ca și Kronwell
reprezintă un mare pas înainte, un pas care aduce mai aproape
industria hotelieră de la noi din țară de așteptările tot mai înalte
ale oaspeților și de standardele internaționale cele mai exigente din
domeniu.”
Călin Ile, Președinte FIHR
Kronwell Brașov Hotel este un concept construit cu grijă și pasiune
în jurul experienței fiecărui oaspete, în viziunea unei echipe tinere,
aplecată spre detalii și spre frumos, având drept inspirație un mozaic
de hoteluri din marile orașe europene. Performanța hotelului a
crescut pas cu pas prin suportul unei echipe energice, know how,
inovație și creativitate.
Cele 81 de camere își propun să îmbine designul, tehnologia și
eleganța într-un spațiu generos, pornind de la 34 mp, cu facilități în
standardele care au setat trendul: smart TV interactiv, saltele de top
Serta Perfect Sleeper concepute special pentru călătorul avizat care
își petrece agenda business adesea între 2 terminale internaționale,
internet de mare viteză, media hub, așternuturi hipoalergenice și băi
design îmbrăcate în sticlă.
Cele 11 săli modulare de eveniment high tech au atras și în acest
an voturile Galei ROMANIAN TOPHOTEL AWARDS în favoarea
Centrului de Conferințe și Evenimente Kronwell. Fiind gazda
primului congres medical în 2014 acesta poate acomoda cu ușurință
peste 1600 de oaspeți în cadrul evenimentelor de orice profil,
conferințe, expoziții, baluri în ritm de vals sau lansări de produs. Key
Account Managerul dedicat fiecărui client urmărește cu precizie
story-board-ul trasat.
Răsfoind mapa din cameră, agenda oaspetelui va fi presărată cu
inserturi Lifestyle pentru un start energic al zilei într-unul dintre
studiourile fitness BELAQVA Spa & Wellness. Facilități premium,
piscina și zona Thermarium îndeamnă către o evadare urbană într-una
dintre cabinele de tratament VIP pornind în călătoria unui ritual
încântător al simțurilor.

LIFE IN STYLE. PLEASURE FOR BUSINESS.
TOPHOTEL AWARD WINNER 2016
CONVENTION VENUE OF THE YEAR

RESERVATIONS

T: 0040 368 730 800
E: reservations@kronwell.com

w w w.kronwell.com
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Working Today
on the Trends of Tomorrow!
Internet of Things (IoT) for Business is now turning into reality and it
proves to be the most viable solution to drive innovation within
companies.
By BearingPoint Romania

I

oT cloud platforms and smart devices
create new opportunities for the
development of applications to
process, analyze and visualize data in real
time, and at the same time use open
protocols to integrate them with ERP
systems – the backbone system
environments of all big enterprises.
As the technology is rapidly evolving,
companies are motivated to stay ahead of
the curve by adopting an agile approach in
prototyping their IoT architecture and
offering proof-of-concept solutions. With
this approach, they can tackle in advance all
integration challenges mainly represented
by communication protocols, scalability
and security, enabling them to deploy
instantaneously, bringing innovation at a
speed never seen before. In the past, only
few companies were using sensors to
gather data in their businesses.
In the context of a constantly moving and
developing technical and technological
landscape, mobility is the key and primary
driver for great achievements and for
surpassing the competition.
By harnessing the latest trends, not only
in terms of mobile hardware, but also in
terms of mobile software development
tools, we innovate and bring new

tremendous value to processes within
enterprises. This leads to a huge positive
impact on time and cost efficiency.

data collecting capacity is greatly
surpassed by the volume of information
delivered by IoT sensors.

For the first time in history, a larger
proportion of the population is living in
urban areas and the UN predicts that up to
80 percent of people will reside in cities by
2050(1). While this trend poses major
challenges, it offers limitless possibilities
for creating future services that ensure a
high-quality, sustainable way of life.

For data analysis, both large corporations
and open-source communities have
created dedicated platforms. The difficulty
does not lie in collecting the data
anymore, but in processing the relevant
data in an optimal and productive
timeframe. To avoid Big Data issues, only
relevant content is carefully processed.
This can be a value outside the normal
range, a warning or a trend that can
predict a failure.

Internet of Things – a trend
or a business necessity?
The use of sensors and other ‘things’ has
recently increased their popularity,
triggered by technology development
towards the cloud, Wi-Fi, smart devices,
web and mobile solutions.
A significant part of companies are already
exploiting the technology and allocating
larger budgets for IoT.
Capturing relevant data using sensors is
cheaper and more accurate than it used to
be at the time when people had to measure
information manually, since human error
can often lead to imprecise data.
Moreover, sensor implementation is
advised due to great scalability. Human
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Companies can now fix problems before
they occur, with the help of sensor data.
Focusing on predictive analysis, a risk is
detected in its early stages and a solution
that fixes the problem can be implemented
before the crash. The approach is cost
effective, as it is much cheaper to fix only
the malfunctioning part, avoiding the risk
of a chain reaction of damages, and
reducing the down-time of a service.

Mobility – a game changer for
large corporations
During the recent years, one of
BearingPoint’s significant challenges in
terms of mobility practice also became
one of our flagships for innovation, while

In the context of a constantly moving and
developing technical and technological
landscape, mobility is the key and primary
driver for great achievements and for
surpassing the competition.
remotely, on-site. Thanks to latest trends
in hardware/software and communication
protocols security, any paperwork related
to approvals or invoicing services is now
easily handled remotely from the smart
devices.
Another advantage is that technicians
don’t have to carry heavy printed manuals,
documentations and schematics on site
anymore, because they can download and
preview all necessary documents by
request, directly on the device. Spare
parts for replacing damaged ones can
now be ordered in advance directly via
mobile and, by means of a seamless
system integration, a dedicated service
provides the technician with the
requested spare part at the locations of
the maintenance work.
As safety comes first, the emergency
system for people that get stuck in
elevators has now been significantly
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At the end of the day, adding all this
together, the time and cost savings are
tremendous and go hand in hand with an
immense improvement in overall efficiency.
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01101100 011001 01101100 011000010001
01101100 01100001 01101100
01101100 011001 01101100
01101100 01100001
01101100 011001

01101100 01100001 01101100 01100001 01101100 01100001 01101100

But this is not all, when mobility meets
IoT, the Predictive Maintenance Process
becomes an essential tool because it is
much more time and cost effective to
prevent than to repair. Thus, by means of
high-precision custom made sensors
installed on the equipment (elevators and
escalators parts), data is constantly being
fed to analytical systems that can detect
even the slightest changes in performance;
alarms are automatically triggered in the
backend when numbers go out of range
for a specific equipment.

01101100 01100001 01101100 01100001 01101

More than 20,000 technicians and workers
all around the world are now using their
mobile devices as part of their daily activity,
as an indispensable and reliable item in
their tool case. Administrative activities
like daily reporting or time tracking, which
were usually time consuming and required
their physical presence at the headquarters,
are now at their fingertips through their
mobile device and can be managed

improved by reducing the intervention
time due to permanent GPS tracking of
every worker in the field – including
those closest to the incident who might
solve the issue without any delay.

01101100 01100001 01101100 01100001 01101100

bringing the concept of mobility in the
enterprise business to a whole new level.
This relates to one of our major clients, a
global leading player in the elevators/
escalators manufacturing and maintenance
industry. Together with them, we have
created a vision not just of ‘improving’, but
of decisively changing the way they conduct
their daily activity. By cross-linking
technologies like mobility and IoT with
existing SAP systems, we have built the
backbone for a state-of-the-art real-life
process optimization.

© 2016 BearingPoint. All rights reserved.
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ensure an optimal usage of the existing
infrastructure for both public and
personal
transportation,
while
considering the logistical needs of the
cities. The fact that 80% of new vehicles
are expected to be connected by 2020(3) is
inspiring BearingPoint to thrive for
facilitating the process of perfecting the
Connected Car.

We use concepts like ‘The Internet of
Things’, ‘Mobility’, ‘User Experience’ as
the backbone of an approach that will
change the world in the next decade and
beyond.

Smart Cities & Connected Cars
– the future of urban living
and transportation
Some of the most pressing challenges cities
are currently facing are related to efficient
resource management, infrastructure and
personal transportation. In order to cope
with this challenge, BearingPoint is working
together with key players from retail,
telecommunications,
banking
and
insurance, and with leading companies
from the IoT field, aspiring to define and
perfect the Smart City. We are also

partnering with governments, payment
providers, telematics and infotainment
providers(2) in order to advance technical
and commercial innovations.
The growing percentage of the population
migrating to cities requires a smarter way
of managing the existing resources and
companies are working on improving
these processes through the use of
predictive analysis combined with a smart
grid of IoT sensors and big data, thus
bringing us even closer to the true
concept of smart cities. The common
goal is innovation, cost effectiveness and
sustainability.
An additional area which is strongly tied
to the success of the Smart City, is to

By cross-linking technologies like mobility and
IoT with existing SAP systems, we have built the
backbone for a state-of-the-art real-life process
optimization.
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Multiple factors such as safer legislation,
growing customer expectations, changing
customer behavior as well as technological
progress fuel the need for a better
Connected Car. While the first wave of
connected cars has focused on overcoming
the significant challenges of delivering
core connectivity for telematics services,
such as emergency call, breakdown call,
stolen vehicle tracking and teleservice, as
well as enabling customers to connect
remotely with their vehicles through a
smartphone app, the future of the
Connected Car lies in the ability to
integrate perfectly with the Smart City.
Strong partnerships and expertise in
multiple areas, such as Connected Car
architecture and technical design,
customer experience and user interface
design, market launches of digital services,
digital service operations and support,
Connected Car commercial models,
telematics analytics, Connected Car data
privacy and Connected Car commerce are
required to facilitate progress.
The Smart City and Connected Car can
benefit from a commerce platform, which
enables OEMs and suppliers to deliver and
bundle their services - packaging, selling
and providing them to communities
seamlessly. This platform covers the full
customer journey using pre-integrated
services and applications as a cloud service.
It provides the market place to enable the
seamless bundling of services for the
customer from a community of partners,
such as information, entertainment,
telcos, insurance and automotive services
companies, while maintaining separate
billing, financial and profitability

We use concepts like ‘The Internet of Things’,
‘Mobility’, ‘User Experience’ as the backbone of
an approach that will change the world in the
next decade and beyond.
reporting. It also automates the complexity
of different supplier charge models, thus
being a unique and powerful asset in the
world of connected services.

Driving innovation through
the Digital Center of
Excellence in Romania
In 1977, Ken Olsen, Founder of Digital
Equipment Corp., said that ‘There is no
reason why everyone should have a
computer at home.’(4) According to Christian
Gurny, Country Leader BearingPoint
Romania, ‘he was right, especially
considering that Olsen emphasized on the
home control operations in those days.’ In
today´s world home control is fully
integrated through smartphones or tablets,
PC´s are unnecessary! Today’s connectivity
and digitalization levels make us independent
of any fixed hardware spoiling consumers

with increasing expectations on usability
and services. The pressure of finding the
next game changer is tremendous; In the
80s, it was the Walkman, in the 90s, it was
the LCD (Liquid-crystal display) and starting
with 2000, it was the ‘iPod/iPhone/iPad’ that
build the ground for changing the lifestyle of
the global population. The corner stone for
the next game changer will be a seamless,
fast(er) and solid connectivity while
increasing the comfort of the users
worldwide. According to him, this means 3
things: 1. improved 5G, 6G etc. connectivity,
2. to understand the client’s needs and 3.
to influence the client’s behavior. The
increasing digitalization creates the
foundation for understanding the client to
generate the demand and innovative
solutions before even he or she is aware of
them. Most companies and institutions have
the data available. The challenge is the

analytics, an area where industries and
public institutions need to find the right
tools, services and products to be able to
generate growth in the next 10 – 20 years.
Looking at Romania, knowledge, tools
and infrastructure are available for
getting to the next level, but significant
investments in innovation, infrastructure,
grids, smart energy, etc. are still required.
Politicians and people have to work
together to boost entrepreneurship and
support start-ups, by ensuring stability, a
clear legislation, structure and a better
absorption of EU funds.
We, at BearingPoint, have already started
the journey and have established a Digital
Center of Excellence in Romania, to drive
innovation, entrepreneurial thinking and
creativity.

1) UN – World Urbanization Prospect - Page 7, Paragraph http://esa.un.org/unpd/wup/Publications/Files/WUP2014-Highlights.pdf
2) Matthias Loebich – BearingPoint – Connected Car – Paragraph 5 - http://www.bearingpoint.com/en-us/offerings/your-industry/automotive/connected-car/
3) Matthias Loebich – BearingPoint – Connected Car – Paragraph 1 - http://www.bearingpoint.com/en-us/offerings/your-industry/automotive/connected-car/
4) P.R. Smith, Ze Zook, Marketing Communications: Offline and Online Integration, Engagement and Analytics,6th Edition (Kogan Page Limited, 2016), 23
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Know How to Support SMEs:
EBRD Advice for Small
Businesses in Romania
The SME sector has not fully recovered after the economic crisis,
and SMEs in Romania continue to operate in a difficult business
climate, including transition challenges in access to finance.
By Radu Soviani, Economic Journalist

W

hile Romania has historically
been behind EU 28 averages in
terms
of
economic
development, in recent years the country
has experienced steady growth, driven
mainly by private consumption and partly
by investment. However, research and
development expenditure in Romania
remains lower than in the EU 28 and
productivity is also slightly behind that in
the region. Romanian small and medium
enterprises (SME) rank 75th out of 140 in
terms of innovation according to the 20152016
World
Economic
Forum
Competitiveness Index and, while they
represent 99% of the total number of firms
in Romania and employ 65% of the
country’s labour force, they only account
for 50% of value added/GDP. Overall, while
there has been significant progress in its
development, the Romanian SME sector
has not fully recovered after the economic
crisis, and companies continue to operate
in a difficult business climate (37th in the
2016 World Bank Doing Business ranking),
including transition challenges in access to
finance. Specialized skills and knowledge
are in high demand and rather scarce supply
among Romanian entrepreneurs, indicating
a need for professional advisory support.

A vibrant SME sector is a vital ingredient
for a healthy market economy, and
supporting small enterprises lies at the
heart of what the EBRD does. Under its
Small Business Initiative (SBI), the EBRD
provides finance both directly and
through intermediary banks in order to
reach more businesses. The Bank has
provided over EUR 950 million of
dedicated financing to 26 partner
financial
institutions
to
support
on-lending to SMEs with a particular
focus on underserved segments such as
energy efficiency and rural areas. In fact,
the majority of financing provided by the
EBRD to partner financial institutions
(banks and leasing companies) was
primarily dedicated to SME on-lending.
In terms of direct financing, the EBRD
has invested over EUR 13 million.
However, finance alone often cannot
meet the challenges facing small and
medium-sized businesses and SMEs also
need access to know-how to improve
their performance and grow. The EBRD
also recognises the important link
between access to finance and access to
advice, and places a specific focus on
assisting SMEs in improving corporate
80 Romanian Business Digest•2016

governance and financial management,
which will help them become more
attractive for investors.
The EBRD therefore provides advice to
SMEs by connecting them to local
consultants and international industry
advisers on a cost-sharing basis through
the Advice for Small Businesses
programme. This consultancy has had
substantial impact on beneficiary
companies. Within a year of a project,
62% of enterprises have increased their
turnover, with a median increase of 31%;
55% have increased their productivity as
they expanded their business; 52% saw
significant job creation and 16% secured
external funding to finance their growth,
with over EUR 17 million secured so far.
In addition to drawing on 10 years of
SME development expertise, the
beneficiaries of the Advice for Small
Businesses programme also have access
to grants covering between 45 and 75 per
cent of the net cost of a consultancy
project.
For small businesses that need specific
types of know-how, such as the technical
knowledge to build a website, to draft a

A vibrant SME sector is a vital ingredient for a
healthy market economy, and supporting small
enterprises lies at the heart of what the EBRD does.
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business plan or a feasibility study, to
prepare a marketing strategy or introduce
a quality management system, the EBRD
will provide business advice delivered by
local consultants. Typical projects are
implemented over 4 to 6 months, and
support one of the following types of
advisory service: marketing, strategy,
organisation,
operations,
quality
management,
information
and
communications technology, engineering
solutions, financial management and
reporting, energy/ resource efficiency
and environmental management.
While the EBRD supports a wide range of
local consultancy projects, marketing is the
most common type of business advice
delivered to SMEs contacting the Bank.
This was the case of Depaco, a producer of
roofing systems that wanted to strengthen
the image of their Wetterbest product
portfolio and build a strong brand for their
newest and most innovative product, the
Wetterbest Gladiator. Using funds provided
by Austria, the EBRD connected Depaco to
a local marketing consultant specialising in
branding that developed complete identity
books for the Wetterbest portfolio and
created a brand for Wetterbest Gladiator.
With a full set of branding tools, the
company’s marketing activities were better
structured, helping to increase the
company’s client base by 43% and to more
than double the national sales coverage.
Given the success of this initial project,
Depaco and the EBRD decided to work
together again, this time using international
expertise to optimise operations and help
the company launch exporting activities.
When it comes to companies like Depaco
– medium-sized with the potential to

become market leaders – the EBRD can also
provide
industry
expertise
from
international advisers. The international
adviser transfers their industry expertise
and commercial know-how to key
managers across the main business
functions and provides connections to
potential partners in order to open up new
markets. Assistance usually covers a range
of areas such as organisation and
management, operations, finance and sales
and marketing. Implementation of projects
usually takes place over the duration of
approximately 18 months, with visits of the
international adviser every 6-8 weeks.
It was one of the EBRD’s international
advisers that helped Ciserom, a company
that’s been producing quality Romanian
socks for almost 90 years, to improve
business operations and build an export
department that increased international
sales by 136%. Ciserom approached the
Bank in 2013 for the expertise they needed
to compete internationally and, using
funding from the EBRD Shareholder
Special Fund, the EBRD connected the
company to an international adviser with
more than 15 years of senior management
experience in the textile industry and a vast
network of contacts and connections in
potential markets. One year after project
completion Ciserom more than doubled its
exports, reaching 5 new countries and
simultaneously increasing turnover by 16%.
While these results are always worth
celebrating, 2016 is a special anniversary
year the EBRD in Romania. In 2006, the
Bank set up an office in Bucharest to launch
local advisory for SMEs, after 13 years of
successfully
delivering
international
business advice. Now, the EBRD celebrates

10 years of bringing local know-how to
SMEs and supporting the development of
the Romanian consultancy sector.
‘With anniversary activities and events on
the way, we look back fondly on our
10-year work in Romania’, says Daniela
Marin, Principal Manager of the EBRD’s
Advice for Small Businesses in Romania.
‘We are reaching out to SMEs and
consultants to share their stories and,
most importantly, to share how they’ve
evolved after working with the EBRD.
Some of these stories are amazing and it
makes us proud to see the boom that came
with implementing sound business advice,
with getting the right know-how at the
right time. We hope to make the next 10
years as successful as those that have gone
flying by’.
The EBRD has been helping SMEs access
advice successfully for more than twenty
years, committing over EUR 300 million
of donor funds to assist over 15,000 small
and medium-sized businesses in 36
countries, including in Romania since
1993. With the generous support of
donors, notably Austria but also the EU,
Canada, Luxembourg, Japan and the
United Kingdom, the EBRD has gradually
expanded its Advice for Small Businesses
activities in Romania, using over EUR 8
million in donor funding to enable over
650 SMEs to grow and become more
competitive.
The EBRD Advice for Small Businesses
programme is currently accepting
applications from Romanian SMEs in
need of external business advice, as well as
from local consultants aiming to deliver
advice to the programme’s beneficiaries.

The EBRD has been helping small and medium-sized businesses in Romania access external advice since 1993 through its
Advice for Small Businesses programme. These activities are currently funded by Austria, and the EBRD Shareholder Special
Fund. Over EUR 8 million in donor support has been combined with more than EUR 3 million in contributions from the
clients themselves to help over 650 small and medium-sized businesses become more competitive and grow.
For more information about the advisory programme, please contact the EBRD Advice for Small Businesses team in Bucharest
(knowhowromania@ebrd.com) or access http://www.ebrd.com/knowhow/romania.
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CASE STUDY: Ciserom
Boost Exports? Know How
With funding from the EBRD Shareholder Special Fund, we helped Ciserom
(www.ciserom.ro), a socks producer from Romania, to create an investment
plan, develop an annual budgeting system and build an export department
that helped increase international sales by 136%.

C

iserom was set up in the town of
Sebes in 1927 and has experienced
many changes in its almost 90-year
history. Throughout, the company
maintained its status as a premium
producer of Romanian quality socks,
fighting to preserve its market share under
the threat of low-price, low-quality
imports. In 2012 the company reinvented
itself through a rebranding process, aiming
to cater to a premium, modern segment.
With a fresh look and plans to conquer
new markets, Ciserom approached us in
2013 for the expertise they needed to
compete internationally. We connected
Ciserom to Heimo P. Obernosterer, an
international adviser with more than 15
years of senior management experience in
the textile industry and a vast network of
contacts and connections in potential
markets.
The adviser helped the company:
Perform a strategic review of every
aspect of the company’s activity
Prioritise development areas and trace
a direction for national and international
growth
Establish an export department and a
database of 900 contacts of potential new
clients, agents and distributors

EXPORTS
+136%
TURNOVER
+16%
EMPLOYEES
+7%
NEW EXPORT
MARKETS
5
TOTAL PROJECT
VALUE
EUR 39,587
This project is funded by
EBRD Shareholder Special Fund

Develop an annual budgeting system to
improve cash flow, facilitate investment
decisions and set clear marketing and sales
targets
Create an investment plan for updating
the company’s production facilities
One year after project completion, the
company has more than doubled its exports,
simultaneously increasing turnover by 16%.
Ciserom has also made good use of its new
contact database, launching a large-scale
mailing campaign in several EU countries.
Furthermore, in 2015, the company invested
EUR 600,000 (split evenly between its own
contributions and European funding) in
new machinery and equipment, aiming to
develop new products based on market
demand and international trends.
‘We are very happy with the work we have
done with EBRD’, said Constantin Ispir,
Ciserom’s general manager. ‘Soon we will
have more products for new markets, and
the means to get them there.’
Thanks to forward thinking, Ciserom’s
‘socks that colour your day’ have reached 5
new countries in the last 2 years (Ireland,
Estonia, Finland, Israel and USA) and are
expected to reach even more markets in
the years to come.

www.ebrd.com/knowhow
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CASE STUDY: Depaco
Build Your Brand? Know How
With funding from Austria, we helped Depaco (www.wetterbest.ro), a roofing
systems producer from Romania, strengthen each product brand in their portfolio
and build a new brand for their latest roof innovation – the best-in-class
Wetterbest Gladiator, increasing their client base by 43%.

E

stablished in 1999, Depaco has
grown steadily to become one of the
key players in the Romanian roofing
market thanks to their Wetterbest product
portfolio. With EUR 19 million in turnover,
30 modern production lines and 5
production halls already in operation,
Depaco went one step further in 2014 and
invested EUR 1.2 million in new equipment,
including a production line that is unique
in Romania and South-East Europe. The
company used this innovation to develop a
best-in-class roofing system that was to
become the star of their portfolio.
In order to ensure a successful launch for
their new product, Depaco decided to
build a new brand using external marketing
advice. Moreover, as they were facing
difficulties in handling their existing brand
portfolio, they needed to develop identity
books for their main brands, and to
properly define and differentiate the
Wetterbest identity.
We
connected
Depaco
to
Zet
Communications & Media, a local marketing
consultant specialising in branding.
The consultant:
Analysed the company’s overall brand
positioning and individual product brands
Developed complete identity books for
three main groups of products
Created a brand for their new product –

TURNOVER
+10%
CUSTOMERS
+43%
GEOGRAPHICAL
EXPANSION OF
SALES
+110%

the Wetterbest Gladiator – in line with the
company’s brand identity
Developed a full set of branding tools
for Gladiator, including identity book and
communication routes.
More than one year after completing the
project, the company’s marketing activities
are better structured and focused on a
strong brand direction. Wetterbest has
achieved national recognition and customer
loyalty has increased. The new identity
books have optimised promotion and
communications, helping the company
stand out among its competitors. As for
Wetterbest Gladiator, the product was
formally launched in September 2015 and
Depaco plans to deliver 200,000 m2 of
Gladiator roofing over the next year.

TOTAL PROJECT
VALUE
EUR 24,800

‘By launching this new product we became
the only Romanian producer to bring four
distinct roofing systems to the market’,
said Dragos Irimescu, General Manager.
‘We would like to thank the EBRD for their
involvement and for supporting us in this
marketing initiative.’

CLIENT
CONTRIBUTION
EUR 14,800

We started a second project with the
company in 2015, using the expertise of an
international adviser to optimise operations
and help the company launch exporting
activities.

This project is funded by Austria

www.ebrd.com/knowhow
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Disruption at Work
or How Entrepreneurs Are
Driving Job Growth
Entrepreneurs are the architects of their growth and show an ability
to grasp opportunities that the whole economy can learn from.
By EY Romania

W

e live in exceptionally
transformative times. Record
numbers
of
jobs
are
disappearing – whether through automation,
digitization or disintermediation – while
more and more work is being done on a
freelance or ‘gig’ basis. Against this
backdrop, the global hiring plans of
entrepreneurs, as reported in the fifth
annual EY Global Job Creation Survey:
Disruption at work, are more important
than ever.
EY surveyed a record number – nearly
2,700 – of entrepreneurs in 12 major
economies. Almost 6 in 10 (59%)
respondents expect to increase their
workforce in 2016, a leap of more than a
quarter year-on-year. It is also twice the
proportion of large companies planning
to grow headcount, as reported in our
recent Capital Confidence Barometer.
Entrepreneurship has long been the
driving force behind economic growth
and job creation. But with the exponential
acceleration of technological advances,
from artificial intelligence and robotics to
big data and predictive analytics, are
entrepreneurs still engines of job growth?
‘Creative destruction’ – as economist
Joseph Schumpeter described it in the

1930s – has been driving employment
change since the first steam-powered
textile looms displaced craft workers in
18th-century Britain. Consider the effects
of the first Industrial Revolution: at one
point, more than 95% of jobs involved
growing food; today fewer than 2% of
people in the developed world work in
agriculture.

enterprises to grow and scale with
extraordinarily lean workforces. You only
have to look at Uber to see the gig
economy – in which people juggle a
portfolio of jobs for multiple employers,
in action – or Airbnb, to grasp the scale of
the sharing economy, which allows
property owners to maximize the value of
their assets by renting them out.

Entrepreneurs are at the forefront of this
change, as they disrupt incumbent market
leaders and accelerate productivity,
replacing sclerotic business models with
agile
innovations.
Schumpeterian
economists estimate that more than 50%
of productivity growth derives from this
creative destruction. Jobs disappear, and
new jobs demanding different skill sets
take their place. So far, so good.

Against this backdrop, the fifth annual EY
Global Job Creation Survey into the views
of entrepreneurs in 12 major economies
throws a beam of optimism into the
gathering gloom. In surveying the hiring
intentions and recent hiring practices of a
wide range of young and mature private
companies, we find that entrepreneurs
are indeed creating jobs. Of the 2,673
entrepreneurs surveyed, almost 6 in 10
(59%) say they intend to increase their
workforces in the next 12 months,
leading to an aggregate workforce
increase of 9.3%, up from 47% and 7.8%,
respectively, in 2015.

But recent reports, such as the World
Economic Forum’s 2016 The Future of Jobs,
suggest that we are entering a very different
jobs era. In this fourth industrial revolution,
automation and disintermediation are
destroying jobs at such an unprecedented
pace that new jobs are no longer sufficient to
replace those redundant roles.
In addition, radically different models of
employment
are
enabling
many
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EY’s survey seeks to understand more
about what causes the greatest job
growth. Is it merely financial growth, or is
it aligned to an organization’s behavioral
characteristics? Are there patterns that
correlate between business life cycle and

The most disruptive and innovative
entrepreneurs are both growing and hiring at
much faster rates than peers who follow more
replicative approaches.

workforce growth? Are there significant
differences between sectors? Do women
entrepreneurs grow and hire more than
their male peers? Do larger businesses
behave differently? Is there significant
difference between entrepreneurs located
in fast-growth economies and those
headquartered in low-growth areas?
Schumpeter distinguished between
‘replicative’ entrepreneurs, who enter a
market
and
make
incremental
improvements
to
compete,
and
‘innovative’ entrepreneurs, who upset or

disrupt entire business sectors. In this
survey, EY found that the most disruptive
and innovative entrepreneurs are both
growing and hiring at much faster rates
than peers who follow more replicative
approaches.
These disruptive businesses, which
combined account for more than half of
all entrepreneurs surveyed, are also more
likely to enter new markets, change
business models, create more globalized
workforces and hire more young people
than the rest of the sample.
2016•Romanian Business Digest 87

The results provide a global snapshot of
the economic landscape as it is being
created by its most dynamic agents. They
answer key questions about who the
world’s most disruptive and innovative
businesses are, as well as the locations
and industry sectors where they are most
likely to be found.
In doing so, there are lessons for
governments and policymakers, for large
market-leading corporations who face
threats from disruptive start-ups, and for
young businesses setting out along the
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path to growth. Not only are survey
respondents in the EY Global Job Creation
Survey more optimistic about workforce
increases than they were in 2015, but
there is a substantive difference between
the hiring expectations of large
established companies and surveyed
entrepreneurs.
While 72% of executives surveyed in EY’s
Capital Confidence Barometer (CCB)
expect either the same or reduced
headcount, only 5% of entrepreneurs in
EY’s Job Creation Survey think their
overall workforce will decrease in the
next year. Entrepreneurs were twice as
likely as large enterprises to anticipate
hiring in the next 12 months.
Disruptive innovation, the term coined by
Harvard Business School Professor
Clayton Christensen, is both destructive
and creative. Disruptive entrepreneurs
displace an existing market, industry or
technology, producing something new
and more efficient. In doing so, they
capture value, but do they also create jobs?
EY’s survey reveals a close correlation
between disruptive strategies for growth
and job creation. More than half (52%)
identify as disruptors, reporting they had
changed at least some or all the rules of

their sector, and a further 13% describe
themselves as innovators, creating an
entirely new product, service or business
model in the last year.

workforce growth to be 14.4% – almost
five times the expected growth rate
among those over 55 (3%).

The most disruptive entrepreneurs, the
17% of respondents who say they have
changed all or many of the rules in their
sector, are 58% more likely to forecast an
increase in their overall workforce in the
next 12 months, compared with their
more conventional competitors.

This may feel intuitively right. Younger
entrepreneurs are usually at an earlier
stage of their company’s life cycle than
more mature peers. This is when we
would expect to see more dynamic
growth, and the figures correlate with
entrepreneurs running businesses less
than five years old.

Across the whole sample of entrepreneurs,
59% expect to increase the size of their
global workforce, compared with just
47% in 2015, representing a 25% increase
in hiring intention, year-on-year.
Additionally, entrepreneurs say 12% of all
new hires will be young people fresh to
employment. Contrast this with the
segment of entrepreneurs who are not
breaking the rules in some fundamental
way. Just 4 in 10 of these plan to create
jobs in the next 12 months – and at a
much lower rate of only 3%.

But young entrepreneurs are also more
than twice as likely to characterize
themselves
as
disruptors
than
entrepreneurs over the age of 55 (65%
compared with 27%). The survey also
indicates that younger, more disruptive
companies tend to begin life with a more
global mindset. They expect to make
more hires in overseas markets than
their older peers, anticipating 32% of
their workforce growth in overseas
markets versus just 18% in the over-55
cohort.

The generative
power of youth

This statistic reveals another facet of
disruption: it knows no borders. You have
only to look at how, for example, mobile
payment systems were pioneered in India
and Kenya and then migrated to
developed economies.

Furthermore, nearly 67% of young
entrepreneurs – those under 35 – expect
to grow their workforce in the year ahead.
Additionally, they anticipate their net
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While the median expected hiring increase
among male respondents is 8.3%, female
respondents expect to increase their workforces
by 10.9% – a rate that is 31% higher.
Female entrepreneurship
comes of age
Much ink has been spilled discussing
women entrepreneurs, their access to
funding, and their ability to scale startups as fast and effectively as men.
Between 2010 and 2015, just 10% of
venture dollars globally (US$31.5b)
funded a start-up with at least one
woman founder, and just 15% of seed
dollar investment went to a team that
included a woman.
While these figures remain woefully
short of parity, they show a marked
increase over previous years. Women
entrepreneurs comprise 37% of survey
respondents – the greatest proportion
since the survey was first undertaken.
They also show strong growth ambitions,
and they are scaling. While the median
expected hiring increase among male
respondents is 8.3%, female respondents
expect to increase their workforces by
10.9% – a rate that is 31% higher.
Women under 35 mirror their age group
as a whole and expect to swell their teams
by 16% over the next 12 months. Women
were more likely than men to have
underestimated their hiring growth over
the last 12 months, too. Just under half
(43%) say they hired more than
anticipated compared with just 39% of
men. This figure grows to 56% among
women entrepreneurs under 35.
Dynamic growth is not, however, limited
to youth or women. Our sample of
‘master entrepreneurs’ – those who have
competed in their country’s EY
Entrepreneur Of The Year™ Program –
are the most likely to plan headcount
growth in the next 12 months. Nearly
three in four (74%) of the program’s
alumni plan to increase their employee
numbers over the next year.

Size plays a role
Entrepreneurs who reported revenues of
more than US$1b in the past year – 6% of

58%

of US$5~10M
companies surveyed
are disruptors

the wider sample – were more global in
their workforce growth plans than
anyone else. More than one-third (35%)
of their total workforce growth will be in
overseas markets, compared with 29%
across the wider sample.
Three countries – China, the US and the
UK – are home to 64% of respondents in
the US$1b-plus group, and one-third
come from just two sectors: manufacturing
and technology. The largest entrepreneurs
(by revenue) are most likely to describe
themselves as the most disruptive – 3 out
of 10 US$1b+ business owners described
themselves as changing many or all of the
rules of their sector, almost twice the
average global figure.
This data shows the advantages of size:
greater access to resources, a better brand
and reputation, and greater ability to
expand internationally.

Are hiring intentions matched
by execution?
The EY Global Job Creation Survey has
always focused on hiring intentions, but
this year we asked respondents to
quantify actual hiring behavior over the
past 12 months compared to expectations.
Are entrepreneurs overly optimistic
about their plans for growth?
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61%

of US$500~1B
companies surveyed
are disruptors

Quite the reverse, the survey shows.
Across the whole sample, 85% of
respondents hired as planned or more
than they expected. But far more
important than sector in determining job
growth over the past year is the degree to
which entrepreneurs are disrupting and
innovating.
A significant 42% of the most disruptive
entrepreneurs grew their workforce by
more than 20% in the past year. This is
three times higher than the global average
score and 26 times higher than the group
of entrepreneurs who indicated that they
are not disrupting at all.
Entrepreneurs who have created a new
product or service in the past 12 months
– our innovators – are 4.5 times more
likely to have exceeded hiring
expectations by at least 20% compared
with those who have indicated that they
have not innovated.
While positive market conditions and
government incentives provide a helpful
tailwind, growth in share can be
attributed to actions taken by innovative,
disruptive entrepreneurs to access new
markets. These entrepreneurs bring new
business models that are superior to
those of competitors, as well as new
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Hiring plans over
past 12 months
versus expectations
15%

fewer
than
planned

13% of respondents hired 20% or more
than expected. These tend to cluster
in certain industry sectors:
30%

45%

as planned

Chemicals

26%

Biotech

24%

22%

40%

more than they expected

Technology

products and services – all enabled by
securing the right funding. Entrepreneurs
are the architects of their growth and
show an ability to grasp opportunities
that the whole economy can learn from.

Threats to growth
While the survey reveals that 72% of
respondents are confident in the economic
direction of their domestic market and 67%
are confident in the global economy – a 1%
improvement in confidence from 2015 –
geopolitical and economic uncertainty are
clouds on the growth horizon. It is also
interesting to note the varying levels of
confidence about domestic and global
economic direction held by respondents
from each of the 12 territories.
Economic instability at home (17%) and
globally (15%) rank as the largest threats
perceived by respondents to their growth
plans. Domestic political instability (11%)
and global political instability (10%)
outweigh threats such as currency
fluctuations (7%), bureaucratic red tape
(6%) and global competition (4%).
Governments keen to create an
environment conducive to employment

Agribusiness

growth need to maintain a strong and
stable
regulatory
framework
and
encourage economic stability to help
foster entrepreneurial growth. It’s also
become increasingly clear for governments
that creating an environment conducive
to entrepreneurship – including strong
education and access to capital – can lead
to job growth, which ultimately creates a
more productive, politically stable
economy. A recent EY report on G20
governments found that in cultures where
targeted public policies on education and
job-training are more prevalent, these
same markets consistently develop
entrepreneurship and innovation as
engines of economic growth.

Globalization vs. regional
differences
Disruptors and innovators exist in all
economies, but many studies show that
entrepreneurial hotbeds – places that
combine strong academic institutions with
investors and supportive public policies –
can increase the odds of success for those
lucky enough to be located in them.
The phenomenal success of Silicon Valley
in incubating some of the giants of
90 Romanian Business Digest•2016

contemporary entrepreneurship forms a
blueprint for new hubs from Stockholm
to Shanghai. And as globalization makes
the world a smaller and more connected
market, it helps entrepreneurs harness
new technologies to facilitate crossborder collaboration and trade with
unprecedented ease. How are these
drivers affected by regional differences?
Are entrepreneurs in higher-growth
economies more bullish than those in
sluggish regions?
Our findings show no consistent
correlation between the expected GDP
growth of individual countries (as
predicted by the International Monetary
Fund, or IMF, in its January 2016 World
Economic Outlook report) and the hiring
plans of entrepreneurs. However, the
survey showed that all of the top eight
countries by ‘percentage expecting to
increase
their
overall
workforce’
correspond to those with the highest
combined percentage of entrepreneurs
who describe themselves as either the
most disruptive or innovative. This
further confirms the correlation between
disruption/innovation and job creation.
Globally, the highest occurrence of overall
disruption is found in MENA (70%), India
(64%), Sub-Saharan Africa (60%), Australia
and the UK (57%), while in Japan, only
23% of entrepreneurs identified as
disruptive, the lowest figure globally.
Global recovery following the financial
crash of 2008 is slowing. While 2010 saw
global GDP grow by 5.4%, the IMF
projects growth of just 3.4% in 2016. But
this global economic cooling is not
reflected in our survey respondents’
hiring
plans,
where
disruptive
entrepreneurship is breaking through,
and it is not reflected in confidence levels.

Looking ahead
Entrepreneurs play a key role in helping
realize the benefits of disruption through
the jobs and wealth they create, the new
products and services they produce, and

It’s become increasingly clear for governments
that creating an environment conducive to
entrepreneurship can lead to job growth, which
ultimately creates a more productive, politically
stable economy.
in the way they encourage creativity and
competition. As the pace of technological
change accelerates, it is even more
important that the value created by the
most disruptive and innovative minds is
nurtured and supported.
Governments need to support a healthy
entrepreneurial ecosystem with stability

at the core and liberal approaches to trade
and regulation at the edge. The EY Global
Job Creation Survey 2016 provides
resounding evidence of the benefits that
entrepreneurs bring to the global economy.
Four out of ten entrepreneurs hired more
people than they expected last year, and
over half expect to grow their overall
workforce in the next 12 months.

EY Romania
Bucharest Tower Center Building, 15-17 Ion Mihalache Ave.
22nd Floor, District 1, 011171, Bucharest, Romania
Phone: +40 21 402 4000
www.ey.com
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While disruption threatens to replace
large numbers of routine jobs with
algorithms and robots, the most
innovative entrepreneurs creating the
greatest growth are also planning to
create the highest number of new jobs.
This is evidence at the grassroots level
that Schumpeter’s ‘creative destruction’ is
alive and well.
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‘High Performance
Coaches Do Not
Offer Crutches to
Olympic Runners!
With the management team coached the right way, a
company will overcome their objectives and bring results
that can help the company innovate and grow.
By RoCoach

T

he current business climate in
Romania is very unpredictable,
unstable and also interconnected.
Regarding things from this point of view,
companies should concentrate a lot on
their most important resource: people.
Which obstacles can arise in teamwork?
What are the blockages faced by a coach
when working with a management team?
What skills does a coach need in order to
work at this level? But first of all… What is
happening with the management teams
nowadays?
From all points of view, the management
team is the most important team in an
organization. It has the strongest power to
influence the way things work. Its
decisions have repercussions not only
upon the usual members of the
organization, but also on the future of the
company. Many of you might strongly
wish to reach the management level. Many
of you might actually be there and might
realize that, most of times, the
management team has too few resources

and abilities to reach their objectives.
The members of the management team are
usually chosen due to their functional
responsibilities. In addition, there is another
criteria that, no matter how emotional it
may sound, weighs heavily in the balance of
expanding the management team: ‘X
person can’t be left out, he’s … important’.
Also, most teams don’t feel safe enough to
assume until the end the design and the
future of the company. Most times, the
management teams are actually a group of
senior managers, each of them owning
their personal responsibilities but they have
no idea of how to work together otherwise
than through interactions and individual
debates.
Maybe you will be surprised with the
following information: using management
teams in the top of the organization is a
relatively new phenomenon. The way
structural and functional leadership is
organized in companies is formed of a sum
of very strong cultural patterns. In the last
decade, using the management team has
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In each management team, there is a series of
functional blockages and difficulties in creating
relationships that hide really huge development
and performance opportunities.
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become more and more important due to
the growth in the complexity and diversity
of issues that appear in the specific market
(that became global) but also inside the
company (that has been forced to adapt to
global business patterns).

The difficulties of team work
In each management team, there is a series
of functional blockages and difficulties in
creating relationships that, from the
coaching point of view, hide really huge
development
and
performance
opportunities, which can overcome the
usual results regarding the implementation
of the company’s business strategy. Take a
look at some of them:
Firstly, everyone in the organization
(and not only) is paying a lot of
attention to what is happening in the
management team. Everybody is analyzing
and waiting for ‘signs’ from it. Also, the
competition. And this is one of the reasons
why the management environment is not
encouraging at all the creation and
development of a climate coverage for
strategic reflection and openness in sharing
information and ideas.
The dynamic of politics and power is
a central phenomenon in all of this
group’s activities. Each choice, each decision
is held in the light of the results but also in
the perspective of the way it affects the
influence and the future plans of each
manager. The fact that the CEO is also the
leader of the team and the chief of the
organization contributes heavily at the
complexity of the subject.
There are always tensions – more or
less visible – regarding the
collaboration between the management
team members and the implicit
competition between them. Simply said,
this group gathers around the CEO
position, both as status and skills. Once a
manager reaches the level of being a
member in the management team, the
available career developments are either
assuming the CEO position, or leaving the
company. Implicitly, the competitive
stakes are high.

❶

❷

❸

❹

Usually, the managers from the
management team are the ‘stars’ in
their fields of activity. They have been
known as ones and rewarded for their
individual results. In most organizations,
rewards are offered for the success in their
functions, not for their contributions to the
success of others. And also usually, these
managers have overconfidence in their own
abilities mixed with a poorly managed fear:
they don’t really know how to treat other
colleagues that are on the same level as
them and especially how to manage the
challenges they face together.
From my personal coaching experience in
Romania, the most important blockage that
can occur in the management teams is
absence – completely or partial – of a forum,
a reflection and dialogue frame on topics
such as the challenges they are facing and
the individual and team roles they need to
take. Team coaching offers a sustained help
in overcoming the difficulty of creating and
maintaining a climate that encourages
interpersonal transparency. And this
transparency helps further, in creating an
impulse, an energy that no longer belongs
to an individual, but it belongs to the entire
system of the team, allowing it to
collaboratively manifest and to reach above
average results.
Working with a management team is truly
special and transformative. Of course, if the
team aims towards a transformation. The
dedication and motivation of the coached
team are so important, that without clear
proof of involvement and determination
the coaching program will stop, maybe
even before it begins. It is needed to be
understood that the management teams’
purpose is neither the change, nor the
orientation towards organizational attitude
and collective behavior transformations,
but maintaining the stats-quo. The most
difficult place to do coaching inside of an
organization is the management team.
We will now explore another series of
difficulties while searching for ways to
coach the management team. From my
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coaching experience on this level, the
biggest difficulties come straight from the
coach, not from the team that exists in a
state of relative internal equilibrium.
NOW I WILL REVEAL THE THREE
MAIN BLOCKAGES THAT A COACH
FACES WHEN WORKING WITH A
MANAGEMENT TEAM:
Even before the beginning of
coaching, things can go completely
out of hand if the management teams and
directors are not ready to go into a
transformative program. As a coach, it is
very important not to let yourself thrown
directly in front of a team used to
disqualifying quickly anything that may
seem inadequate to their personal needs.
By coaching a lot of Romanian teams, I have
discovered that it is fundamental to have a
coaching step before the actual coaching
begins, in order to settle both your
credibility as a coach and the clarity
regarding the needs of the team you will
work with.
Another great blockage is reflected
by the impossibility of the coach to
own two complementary attitudes
necessary for a transformational process:
the attitude of positive confrontation and
also the one to grant permission and
protection. If a coach invited into such a
team can’t provoke and simultaneously
support the team and their members, the
coaching environment will not be sure and
open enough and the directors will not be
available to go through a transformational
process with the coach. I have noticed that,
almost every time, in the board teams, the
actually important issues are rather
overlooked, left aside in order not to create
discomfort between the members. In
addition to that, most of the problems and
important decisions are expressed at the
limit of the coaching frame: while going out
of the meeting room, at the end of a break,
before starting a meeting.
However, the biggest danger coming
from a coach in a professional
interaction with a management team is the
haziness regarding the competences, role
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Team coaching offers a sustained help in
overcoming the difficulty of creating and
maintaining a climate that encourages
interpersonal transparency.
and also the limits he sets. A coach without
the role and the limits well acknowledged
and accepted will deeply disrupt the
effective functioning of the team. I met
dozens of cases in coaching, in Romania,
when the directors and the teams were
exposed to processes that have done more
harm than good. As expected, they resisted
with all their strength. Of course, there has
been no transformation. Moreover, in most
cases, the coach or coaches have tried to sell
other products and programs, manipulating
in a destructive manner the coaching frame
(For example: ‘Coaching doesn’t work for
you, we had to do something else before!’).
Accompanying a management team by
coaching provokes a coach to know in
advance the dynamics of a business, the
strategic concerns of the organization and
to have a deep understanding of the
leaderships’ dynamics and the way the
board team functions. And not only that.
This complex knowledge is absolutely
necessary, you cannot mime or approximate
learning a model of leadership or coaching
that is tidy and structured. High
performance coaches do not offer crutches
to Olympic runners!
Often, a coach with experience in
accompanying management teams will
provide options and suggestions with
specific reference to business issues and
strategy, and he will work alongside with
the team members. Coaches who arrive by
chance (or by a seductive sales process) in
this environment without the necessary
internal expertise will be quickly rejected
from the team. And this thing is, probably,
the best result possible. Even worse, coaches
who feel this rejection and don’t know what
to do, will try to influence the decisions of
the management team. And this is a
potential disaster. Simply said, clients don’t
need coaches to lead their organizations.
They need coaches who are coaching.
Further on, I will present some details
regarding the necessary skills in order to

coach management teams. These skills
have a major importance both for coaching
in Romania and its development, and also
for the ones that are considering working
with a coach in order to optimize the
organizational effort and to improve their
business results.
The ability to observe multiple levels of
dynamic – both interpersonal and
regarding the team as a whole – while this
is happening. Each time, very interesting
interactions appear between team
members, between the team and the
working environment, and even in every
individual. An accurate and detached
observation of these interactions and the
changes it generates is based on a deep
theoretical and practical knowledge of
the group dynamics, team development
processes and on principles of interactions
between living systems. Of course, it also
needs lots and lots of practical experience!
In direct connection with the first skill
is the ability to choose the interactions
that are or may be productive for the
functioning of the team. Most often,
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what appears on the surface in a team
training can become highly productive if
properly reflected by the coach. Of
course, this skill is really useful only when
the coach is able to decide on the spot
(not to guess!) what is really important in
the architecture of team development
and what deserves indeed to be brought
to the attention of all members as an
observation that changes things for the
better.
The third skill is the self-awareness of
power and influence and how these two
types of energy move – free or controlled –
within the team. To be an efficient ability, it
needs to be accompanied by a qualified
relative comfort of the coach to interfere
and influence the ways in which the energy
power is used for a group of managers. In
this case, a suitable question for the coach
is: Who owns what kind of power here and
how/ when it’s used.
The fourth skill is a linguistic one: to put
in simple words what is observed, strictly
delimited of any internally used jargon and
to properly rephrase and reflect upon what
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is happening. The most intuitive picture
here is the TV language: speak using words
that can be easily understood by a 12-13
year old child. This skill has to be
accompanied by the power of raising any
type of issue to the team – no matter how
difficult it may look – at the right time.
The fifth ability is the professional ethics:
the coach needs a very strong ethics kit, in
confrontation with the risks that come
alongside with working with a team of
managers. In particular, the coach has to be
aware of the consequences of identifying
with only one team member – even if this
person is the CEO or the CFO – or, in
general, with any ‘part’ or ‘clan’ that manifests
itself in an interaction. In this case it is very

necessary to own the capacity to respond
quickly in a judicious, honest and appropriate
way to any challenge from the team.
The sixth and maybe most important
ability is the one of practical knowledge
regarding the business, especially of the
way in which the company produces
money. In a management team, the coach
wins trust by being an expert in the systemic
processes that exists inside the team, and
moreover, by understanding the businesses
lead by the managers. The coaches that are
not familiar with the conditions of the
systems the company is part of (such as the
market, competitive advantages, general
challenges, etc.), the organizational
structure and the work conditions of the

employees are even harder to be trusted by
the team that manages a business.
The information presented above contains
a few elements that a team of managers
should take into consideration when
deciding to work with a coach. My
intentions are not to offer a success recipe,
but just to place some useful benchmarks,
both for the organization that wants to
work with a coach, for the management
team and also for coaches who aim to work
at this level.
Further on, I will present a case study
regarding a leader and the maturity of his
team.

CASE STUDY:
SITUATION: I have worked more than
a year with the president and the CEO of a
reputed company in the local business
market (South-Eastern Europe) through
individual coaching. His wishes were to
extend his leadership ability and to
reformulate his business vision for the
next 10 years. Understanding from my
own experience the power and results of
the coaching relationship, he asked me to
help him provoke his company’s managers’
potential, which, until that moment, were
waiting for directions from him or from
the company’s board. He told me in the
first meeting that he wanted the managers
to start taking responsibility for the
company’s future, to make a change from
being very good executants to helping the
administrators develop the business on a
various number of directions.
From my coaching experience in Romania,
when a company grows healthy and
overcomes the annual proposed results,
there is an acute need for the management
of the company to assume another kind of
responsibility and to become true leaders.

If this thing is not happening, the company
stops its growth and the whole business is
capped. Apparently for external reasons.
But, if it happens – as in this case! – a
management coaching program is the best
and fastest way to lead the management
through a transition for another level of
business.

OBJECTIVES: Once having established
the general coaching frame, we defined
together what this ‘superior level’ of
commitment for the company’s manager’s
means. The following intense meetings
resulted in several main development
directions:
Practicing strategic thinking and the
assumption of decisions that arise from
here
Management based on incomplete/
imperfect information
Stages planning correlated with the
results
Motivating employees, positive influence
and personal impact
Communication, feedback and direct
reporting styles
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Each of these directions were taken over
by the HR department, which placed them
in a matrix of observable behaviors.

ACTIONS: I focused the coaching
program on a group of 14 senior managers,
who needed this transition in a short
period of time. Together with them, we
designed a timetable of workshops and
development meetings, for a period of an
entire year, using a time frequency adapted
to their schedule.
What happened is that each of the 14
managers discovered their own specific
development needs. And with these
findings, we continued the coaching
program almost naturally: people realized
that coaching helps them develop
personal, business and leadership skills,
which can be used in a variety of contexts:
with their clients, with their teams, with
their life partners, etc.
Every 3 months I had a meeting with the
CEO and HR, in which we openly talked
about evolutions, limits, achievements

A coach has to know in advance the dynamics
of a business, the strategic concerns of the
organization and to have a deep understanding
of the leaderships’ dynamics and the way the
board team functions.
and setbacks. That company had a
developed corporate culture that is known
in its industry as a place where people are
encouraged to develop using the
company’s values and principles.
Already at the second evaluation meeting,
there was a spectacular increase in
leadership skills in 11 of the 14 managers
in the program. From that moment until
the end of the program, managers have
assumed their development completely.

RESULTS: By the end of the coaching
program, most managers were able to
sustain a level of activity very well

connected with the company’s future and
the risks involved in the development of
other markets. Moreover, they all realized
that they need to rely on their teams
instead of managing them at the level of
details.
The communication style was easily
formalized and the managers understood
that an emotional communication serves
nothing in terms of the image of leaders
that they wanted to develop in front of
their colleagues. By default, decisions
started to flow quickly and there was no
need for long-drawn discussions without
any benefit.

IN ADDITION TO THAT…
After another year, I received a phone call
from my ‘old’ client: ‘Mihai, I’m deeply
satisfied with our work for the second
time now. My people moved to a whole
new perspective and now we are
developing business in … Asia!’. I
congratulated him and I thanked him for
the openness and involvement with
which he treated the whole program.
He told me he was going to give me
another call by the end of the year in
order to get back to work.
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MIHAI STANESCU
Executive Coach
RoCoach
mihai.stanescu@coaching.ro

RoCoach
15 Barbu Delavrancea Street, 011351 Bucharest
Phone: +40 760 564 168
office@coaching.ro
www.coaching.ro

2016•Romanian Business Digest 97

BUSINESS TRENDS

Do You Define Your CFO Role?
Or Does It Define You?
To fulfill their agenda of growing and protecting the organization,
finance leaders need to transpose and embrace a digital business
model. They must also play a key role in building the organization’s
readiness and confidence to act and react with urgency.
By EY Romania
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To help their organization profit from digital
opportunities, finance leaders are using a
traditional finance skill: striking a balance
between innovation-led growth and prudent
risk management.

T

he chief financial officer (CFO) role
is being disrupted by digital
innovation, the proliferation of
data, a volatile risk environment,
increasing regulation and a growing circle
of demanding stakeholders. CFOs who
don’t proactively define their role in
response to these major forces could
compromise their ability to shape strategy
with the CEO and drive the innovation
necessary for sustainable growth.
In EY’s first The DNA of the CFO study,
conducted in 2010, we painted a picture of
a role that had already broadened to
encompass not only traditional financial
skills, but also more strategic and marketfacing responsibilities. Six years later, in
our latest CFO research study, we’ve found
that change has accelerated more rapidly
than many would have thought possible.

The four forces disrupting
finance leadership
Our research shows that it is increasingly
difficult to decode the DNA of the finance
leader, with profiles and job descriptions
becoming more and more diverse. Roles
vary depending on the disruptions CFOs
and their organizations face, as well as
their company, sector, geography and
personal strengths.
In this environment, perceptions of what
makes a great CFO are harder to pin down,
and the expectations of colleagues,
including CEOs and supervisory boards,
are shifting. This year’s research shows
that four new forces are changing the
expectations placed on CFOs: digital;
data; risk and uncertainty; and stakeholder
scrutiny and regulation.

DIGITAL OPPORTUNITY

CFO CONCERN

Changing business models create
opportunities for new products and services
and recurring revenue streams.

Finance leaders must completely re-evaluate
their underlying assumptions regarding
business models, pricing, revenue streams
and the related financial models.

Technology is helping to transform
operations, reduce operational expenditure
and support more flexible, scalable systems
and processes.

Cyber threats are on the rise. As part of their
risk agenda, CFOs must work with the CIO to
establish a governance framework for
quantifying digital risks, prioritizing and
protecting digital assets, and mediating across
functional technology silos to create an
integrated approach that drives value creation.

FORCE 1:

DIGITAL - Caught in the eye of a perfect
digital storm

THE CHALLENGE FOR CFOs:
LACK OF UNDERSTANDING
Among the finance leaders we surveyed,
58% said that they ‘need to build their
understanding of digital, smart technologies
and sophisticated data analytics’ in order to
deliver against their critical strategic
priorities.

For CFOs, digital disruption can feel like
being caught between the promise of rain
and the threat of drought. On the one hand,
digitization offers the opportunity for new
business models and revenue streams. But
on the other hand, digitization makes the
organization vulnerable to competition
from new players and agile incumbents and
creates exposure to new risk.
To help their organization profit from digital
opportunities, finance leaders are using a
traditional finance skill: striking a balance
between innovation-led growth and prudent
risk management. They are collaborating
with colleagues to develop their
understanding of how the technological
landscape is evolving and what strategic
investments are needed to encourage and
enable innovation and support the business’s
growth. Many CFOs are not there yet.
In our research, 58% of finance leaders say
that they ‘need to build their understanding
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of digital, smart technologies and
sophisticated data analytics’ in order to
deliver against their critical strategic
priorities. This is a priority across all sectors,
with finance leaders in markets such as
media and entertainment and automotive
particularly focused on this area.

The CFO’s role in digital
readiness
To fulfill their agenda of growing and
protecting the organization, finance
leaders need to transpose and embrace a
digital business model. They must also
play a key role in building the organization’s
readiness and confidence to act and react
with urgency.
Effective finance leaders must:
Understand the organization’s ability to
deliver on its digital strategy. CFOs need
to assess their organization’s current
digital maturity and understand its key
priorities, enterprise-wide digital budget
and investments. That way, they can play a
key role in helping to make coordinated
and focused investments in areas that
create real value.
Build the organization’s confidence and
capability to navigate the digital economy.
CFOs must prepare their organizations for
digital disruptions and help give them the
confidence to handle them. Issues to
tackle include global tax implications for
how goods and services are sold, where
companies base their operations, robotics,
the accelerated globalization of the world
economy, and disruptive new competitors.
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FORCE 2:

DATA – The disruption that will transform
finance

THE CHALLENGE FOR CFOs:
HARNESSING THE POWER OF
DATA ANALYTICS
Data and analytics are crucial for CFOs on a
journey to transform the finance function
from a reporting entity to a group that
guides strategy through business
intelligence.

Data and analytics are changing the way
CFOs think about business problems,
opening their eyes to new opportunities,
and challenging accepted and entrenched
organizational beliefs.
Our research shows that 57% of group
CFOs believe that delivering the data and
advanced analytics for business intelligence
and management information will be a
critical capability for tomorrow’s finance
function. However, many organizations are
struggling to turn the promise of data
analytics into the reality of improved
performance. In a recent EY and Forbes
Insights survey of 564 executives in large
global enterprises, most admit that they still
do not have an effective strategy for
competing in a digital world and struggle
with getting business users to adopt
analytics insights. This presents an
important opportunity for CFOs to step in
and transform their organizations by
turning the promise of data analytics into
measurable performance gains.

Finance extends its influence
And finance leaders are ideally positioned

to define a role for themselves and the
finance function that goes beyond pure
finance-related data analytics. There’s no
doubt that the CFO needs to be a
champion and driver for the use of
analytics in all current core financial
processes under his or her remit today. But
you can start to extend out from that.
Financial data, as well as other data, is a
key input to many other business decision
processes, whether it’s procurement,
supply chain, operational-type decisions,
or risk management-type decisions. The
CFO can be a driver of the application of
analytics in many of those areas. Not
necessarily ‘owning’ that area, but acting
as a catalyst for encouraging and driving
the use of analytics in other business
processes outside core finance.

Winning data analytics:
investing in the human
element
In the past five years, 50% of CFOs in our
survey have increased the amount of time
they dedicate to using advanced analytics
to provide insight to the CEO and other
senior leaders. As CFOs become more
focused on deriving strategic insight from
data, they increasingly see the need for
investment in the right people as well as
the right technology.
Over the past few years, many
organizations have spent millions of
dollars on technology to mine and manage
data, but achieved disappointing returns.
This is often because they spend relatively
little on drawing actionable insights out of
the data and convincing people to use
them – that is, the human element of
analytics. In order to realize the potential
of data and analytics for their organization,
CFOs will need to focus increasingly on
this crucial – and complicated – area.

The CFO’s role in building
better data analytics
To make these efforts into a long-term
competitive advantage, CFOs will need to
assess the potential disruption for the
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organization as a whole, and define the
role that they and their finance function
should play. In some cases, this will mean
leading an enterprise-wide analytics
capability; in others, it might mean
providing crucial inputs. Either way, the
CFO has an important role to play in
moving the organization toward more
business value from analytics.

FORCE 3:

RISK AND UNCERTAINTY –
Decision-making in volatile times

THE CHALLENGE FOR CFOs: RISK
MANAGEMENT IS BECOMING A
CRITICAL FINANCE CAPABILITY
Managing all types of risk – strategic,
reputational, regulatory and cyber risk – are
growing parts of the finance remit
particularly in larger organizations, where
66% of our respondents say it’s a critical
future capability.

Today, organizations and their finance
leaders are challenged by a rapidly
changing risk landscape shaped by
disruptions that include market volatility,
hyper connectivity, geopolitical crises,
regulatory reforms and cyber threats, to
name just a few. Finding enough certainty
to be able to make decisions in this volatile
risk landscape is a major challenge for
CFOs, and they are taking an increasing
role in risk management. In the future,
CFOs anticipate that the role will be even
bigger, particularly in large organizations.
The world we live in is much more
connected. Risk events in one part of the
world can impact the entire world very,
very quickly. CFOs and others need to be

Finding enough certainty to be able to make
decisions in this volatile risk landscape is a
major challenge for CFOs, and they are taking
an increasing role in risk management.
thinking about how they keep an eye on
the future and what is happening in their
markets, in their sectors and more broadly
where they operate, so they can anticipate
these risk events. We shouldn’t be waiting
for something to happen.
For example, a data breach can lead to a
disastrous domino effect on enterprise
value. Therefore, it is critical for CFOs to
understand the cybersecurity that protects
their organization’s most valuable data
assets and systems, and to know that they
are prepared to respond to a breach at any
moment.

generation potential may outweigh the
possible negative consequences.
Address risk directly. Bring up risk in
strategic and business planning discussions,
and routinely evaluate the risk profile and
its impact on business strategy.
Make investments in key risk talent. Take
the time and resources to recruit talent
with the strategy and advanced analytics
skills needed to enhance the risk function.

Toward strategic risk
management
However, in this volatile and fast-moving
environment, it is difficult – but necessary
– for CFOs to find the time to move beyond
mitigating the risk implications of decisions
that have already been made to managing
strategic risk. Managing the risk and return
implications of strategic choices that offer
potential positive upside can be crucial to
driving a growth agenda, and is the key to
balancing the tension between the clamor
for growth and the realities of the
macroeconomic environment.

FORCE 4:

STAKEHOLDER SCRUTINY AND
REGULATION - The CFO as a public
person

THE CHALLENGE FOR CFOs: FINDING
TIME TO MANAGE STAKEHOLDERS’
CONFLICTING DEMANDS
Fifty percent of survey respondents say
they will need to improve their skills in
managing relationships, including with
investors, the CEO, boards and other
members of the C-suite.

Our research shows that strategic risk is
already an increasing focus for CFOs. Half
of group CFOs, for example, say they are
spending more time on it today than they
were five years ago. However, many
finance leaders believe that they need to
do more to build their skills in this area. Of
the respondents who are focused on risk
as their primary priority in the future, 61%
say they will need to improve their
strategic risk management skills.

CFOs are caught between a rock and a
hard place when it comes to managing
stakeholder relationships. Demands of
stakeholders are often in conflict, and
CFOs increasingly have to juggle the
requirements of regulators with the
demands of investors, and other
stakeholders.

Robust strategic risk management requires
effort and leadership from a range of
leaders in the business. To play their part
effectively, CFOs must:
Think beyond preventable risks. Identify
and surface strategic risks that
organizations may not have otherwise
thought of, including risks whose value-

In our research, 50% of finance leaders
say they will need to improve their
stakeholder management skills. This is
particularly true for emerging markets
finance leaders, where the skills to
respond to increased scrutiny may not
be as mature as in more developed
markets.
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Relationships with regulators
increase in importance
In the past, customers might have had the
most significant potential economic impact
on a business. Today, intense regulatory
scrutiny means that policymakers are an
increasingly important relationship for
finance leaders.
In a recent EY survey of 1,000 finance
leaders, 48% of respondents reported
having to comply with more than 10 sets
of reporting standards, and a third work
with 16 or more reporting systems. In our
research, 57% of finance leaders believe
that the future finance function needs to
improve its regulatory knowledge to keep
abreast of a changing and uncertain
regulatory playing field.
Responding to regulatory scrutiny is a
core pressure on the finance leader that is
compounded
by
ever-increasing
responsibilities.
The downturn at the beginning of the 21st
century was unique in that it was also a time
when broad regulatory scrutiny across all
industries was increasing dramatically. But
today, CFOs also have to worry about areas
like digital and analytics – and playing all
these new roles – while still having to worry
about the increased scrutiny from regulators,
from government and from the public. That
scrutiny never really went away. The
traditional role around stewardship has only
gotten harder and more permanently etched
into their responsibilities.
Managing the increasing scrutiny and
complexity of the regulatory environment
will be as much about management of
relationships as it is capability. By effectively
managing relationships, organizations can
collaborate with regulators and play their
part in shaping policy.

The CFO’s role in
strengthening stakeholder
relationships
The high expectations of stakeholders and
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the increasing scrutiny of regulators are
not likely to fade in the future. CFOs will
need to practice ways to respond to
conflicting demands more effectively:
Prioritize the stakeholder relationships
that are most important. Analyze critical
stakeholder relationships and build a
strong understanding of what drives them.
Communicate proactively. With their
increasingly public profile, CFOs need to
take a strategic approach to managing
communication
with
the
media,
customers, investors and regulators, either
personally or via other parts of the
business.
Tell a consistent value story. In order to
be credible and build trust, CFOs need to
have a consistent story about the business
for all stakeholders.

Strategic considerations:
shape your role to support
your organization’s strategy
In today’s economy, the rules of strategy
and competition are changing. Ambitious
competitors from emerging markets are
taking on established developed market
companies. Established digital players –
such as Amazon and Google – are
encroaching into different sectors. And
newer platform businesses – such as Uber
and Airbnb – connect providers and
consumers to quickly seize market share
and change established competitive rules.

CFOs need to help identify and assess fresh
strategic alternatives and help their
organization go on the strategic offensive.
Five areas are critical:

1.

Support innovation and
new business models

Many large corporations are turning to
collaborations with entrepreneurs and
start-ups in order to drive innovation and
meet changing customer and emerging
market needs. CFOs must play a key role
in building successful collaborations,
including effective due diligence on
potential partners, aligning incentives
between the two partners and establishing
an effective governance model.

2.

Develop and deliver agile
strategy

These days, crafting a five-year strategy
and setting it in stone is no longer tenable.
Organizations need to adapt their
strategy to changing competitive
dynamics, differing customer needs,
emerging technologies and a changing
regulatory environment. In short, they
need an agile strategy. CFOs must work
to develop and deliver these flexible
strategies. For example, they can unlock
capital and other resources, so they are
quickly allocated to the new opportunities
offered by a change in regulation or a new
customer need.
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3.

Drive sustained longterm growth

Despite a somewhat improved outlook,
the macroeconomic environment remains
complex. Companies are struggling with
anemic growth in developed markets and
slowing growth rates in key emerging
markets. There is much uncertainty and
volatility about government policy on
areas such as interest rates, the potential
for inflation, the direction of employment
levels and how key markets will perform in
the long term. CFOs must help the
organization adapt to this volatility.
They need to identify risks as early as
possible, managing negative exposures
and seizing positive opportunities. In
addition, they have the investment
flexibility to seize growth opportunities,
such as creating new products and services
or targeting new markets.

4.

Inspire and lead the
way with strong purpose
and ethics
A strong and shared sense of purpose can
help companies meet new challenges and
transform their organizations. Articulating
a business’s purpose – and its ethical
stance – helps people see they are working
for something, rather than simply against
the competition, tapping into a powerfully
motivating universal need. CFOs must
help embed purpose in the business by

Organizations need to adapt their strategy to
changing competitive dynamics, differing
customer needs, emerging technologies and a
changing regulatory environment.
leading through example and also
grounding it to practical measurements,
for example, aligning performance metrics
to the organization’s purpose.

5.

Support digital

As we discussed in section one,
organizations need to take the impact of
digital into consideration in developing
strategy, including understanding where
the greatest opportunities (and threats) lie.
The corporate strategy delivery also needs
to be supported by digital, to increase
efficiency and enhance performance. CFOs
must act to help the organization to deliver
the right digital capability at scale, from
striking a balance between near-term
targets and the long-term potential of
digital investments to building the ROI case
for significant technology investments.

Conclusion:
mastering the future
The business environment for CFOs is
more complex, interconnected and
unpredictable than ever. Digitization,
data, stakeholder scrutiny and risk
volatility are changing the rules of the
game for finance leaders. The impact of
these disruptions is seen in the
increasingly diverse DNA of finance
leaders worldwide, with an accepted
definition of the CFO role increasingly
difficult to pin down.
CFOs, like all leaders, need to adapt to
this increasing complexity, focusing on
the attributes and skills that their
companies will need to succeed in the
future. CFOs need to have a clear view of
their own competencies, the role they
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want to play in strategy and the major
disruptions that offer threat and
opportunity. If they fail to adapt, they run
the risk of being marginalized from the
senior decision-making circle.
Of course, the business environment will
continue to evolve and change in
expected and unexpected ways. But
finance leaders can build defenses and
take pre-emptive steps to future-proof
their role and build finance function
capabilities to exploit opportunities and
manage risks. Successful CFOs will be
those who proactively shape their role in
response to the major forces transforming
the business environment, and thus
secure their place in the inner circle
directing the organization forward.
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Super Is the New Hyper
‘All over the world, convenience stores represent the fastest growing
channel’, a well-known shopper marketing consultant recently said.
Romania is very well aligned to this trend, with nearly 160 supermarkets
opened in 2015.

By RetailZoom
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We don’t use hypermarkets anymore for big
weekly shopping, but the small store next door
for more often purchases.

F

or a better understanding of the
following lines, some clarifications
are necessary first. This article is
based on sales data from the international
food retail chains active in Romania. A list
of these chains is available at the end of
this article.
The major tendency emphasized by the
sales data of 2015 is the migration of
purchasing behaviour towards small
format, a tendency that has been already
present for some years. We don’t use

hypermarkets anymore for big weekly
shopping, but the small store next door for
more often purchases. We go to the
supermarket on our way home from work
even for shopping the big articles we
previously used to buy from hypermarkets,
like detergents, cosmetics or diapers. Data
also say that only during big holiday
seasons, like Christmas or Easter,
hypermarkets manage to attract the
majority of sales. In the rest of the year,
their sales share goes below 50% in favour
of their smaller counterparts.

Should we consider FMCG as comprising
food, drug (detergents and cosmetics),
tobacco and non-food (IT&C, white goods,
apparel, shoes, small furniture and so on),
food constitutes the biggest chunk of this
market, with approximately 70% of sales
value. The rest of 30% is split between
drug – 11%, tobacco – 9% and non-food –
10%. In supermarkets, however, food
represents over three quarters of value
sales, thus confirming the role these stores
play in serving daily, mainly fresh, food
purchases. In the case of hypermarkets,
food is responsible for over two thirds of
sales value, taking into account that nonfood is far better represented, with over
18% contribution to revenue, in the first
quarter of this year.

Another important trend we have noticed
is the up trading. Yes, commodity
categories like milk, edible oil or sugar are
decreasing, but within them, value added
segments start to grow, as premium or bio
products.

Supermarkets gain also in drug
and non-food

So, after years of educating the shopper,
big hypermarkets need to find their
readjusting formula.

How does each channel perform? Keeping
in mind that we compare Q1 2016 versus
Q1 2015 all throughout this article, the
value of the retail market monitored by
RetailZoom generated an 8% increase
overall. Hypermarkets marked just a mere
1% growth, while the lion share went to
supermarkets, with 16%!

How has 2016 begun?
The phenomenon described above
continues strongly this year also. Figures
for the first quarter of 2016 confirm the
continuous increase of the proximity
channel (supermarkets). Unlike big selling
surfaces (hypermarkets), small stores
continue to increase sales, both in volumes
and values. The main food categories also
continued to increase in volumes, with the
drivers of this growth being an increase in
general consumption and the migration of
purchases from traditional, unorganized
trade towards the modern retail.

If we further split these figures into each
big segment, we may notice that, although
food is the most important category, it
does not have the biggest contribution to
growth. Especially in the case of
supermarkets, the segment which
registered the biggest increase in value
was… drug. If we take into account the fact
that, in hypermarkets, drug has a tiny 1%

Value evolution Q1 2016 vs Q1 2015
TOTAL RZ
UNIVERSE
TOTAL
FOOD
DRUG
TOBACCO
NON FOOD

HYPERMARKET
CHANNEL

SUPERMARKET
CHANNEL

Q1

L4L*

Q1

L4L

Q1

L4L

8%

0%

1%

-2%

16%

3%

8%

-1%

0%

-3%

14%

1%

8%

0%

1%

-2%

17%

3%

9%

-1%

-17%

-17%

28%

13%

11%

6%

11%

7%

12%

0%

*like for like takes into consideration a comparable universe of stores, excluding
sales contribution from newly opened stores.

2016•Romanian Business Digest 105

BUSINESS TRENDS

increase in value (and 1% decrease on like
for like), we can clearly see that shoppers
migrated towards small stores also for
detergents and cosmetics necessities.
What does that mean? Simply put, if one
goes to the supermarket every other day for
groceries, one might as well buy a pack of
detergent or a shampoo, knowing one will
run out of it the other day. It has definitely
become far more convenient and financially
reasonable not to do stock up anymore, but
just once a month or even seldom. The size
of the supermarket basket constantly
enlarged in recent years, starting to include
personal and home care and baby products.
It is not as we predict the extinction of big
selling surfaces, as supermarkets will never
be able, nor should they try to compete on
choice, shopping experience, prices or
entertainment. Each format caters for
different needs and shopping missions, but
as supermarkets are on their ascending
curve – in Romania and everywhere else in
the world –, hypermarkets are on their
descending path, at least until they find
another enticing proposition for their
customers.

Winners and losers in food
Which are the categories with the biggest
sales increases and decreases? Fresh food,
(including fruits & vegetables), cakes of
pastries are those with double digit value
growth. The trend was somehow foreseeable
for at least two reasons: rapid expansion of
supermarkets, along with the introduction
of in-store bakeries. Supermarket operators
have seen and seized the opportunity
represented by freshly baked bread and
bread products in their stores.
Meat products don’t fare as well, on the
other hand. A shy 5% increase in value is
driven only by new supermarkets, while if
we take into consideration the same stores
universe (stores existing in January 2014),
the sales value decreased by 3%. Same goes
for dairy products or groceries (staple
food). It is interesting to notice that within
the grocery segment, diminished value is

driven by decreases in categories like rice,
seasonings, tomato paste or pate. On the
side of winning categories we may as well
note edible oil, sugar, flours or prepacked
bread.

… and drug
Within the drug department, we have two
major segments: personal and home care.
Personal care overall increased 12% in
value, while home care just 7%. I would say
that this is good news, because, taking into
consideration the general VAT decrease
from January 2016, having increased
values compared with Q1 2015 actually
means more sales or increased sales for
more expensive items. Either way, signs
are good.
In cosmetics, there are some categories
with staggering increases: razors and
mouthwash +26%, face cleaners +24%,
make up +21%, just to list those with over
20% growth. We may as well highlight
deodorants +14%, toothbrushes +17%,
shower gel +11% or hair colorants +9%.
We have more moderate evolutions for
home care. Not only that growth rates are
rarely above 15%, but there are categories
with severe drops in values. Overall, the

FOOD: Changes in value
Q1 2016 vs Q1 2015
Total RZ
Alcoholic Beverages
Baby products
Cakes
Dairy Products
Fresh Food
Frozen Food
Groceries
Meat Products
Non Alcoholic
Beverages
Pastry
Pet Food
Salty Snacks
Sweet Snacks
All Food

L4L

13%

5%

-9%

-17%

22%

12%

4%

-4%

15%

5%

6%

0%

8%

-1%

5%

-3%

2%

-7%

19%

7%

8%

0%

15%

4%

10%

1%

8%

-1%
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segment gained 7% in value versus Q1
2015, but with flat evolution like for like.
On the winners side, we have categories
like toilet paper +10%, laundry conditioner
and kitchen towels with +13% and air
freshener with +18%, and one notable
exceptional growth of 31% for fabric
maintenance due to a new launch in the
category.
Who are the losers? Carpet cleaners and
furniture cloths, with 22% and 7% losses
respectively. Windows cleaners don’t fare
better either. The segment lost 11% in
value, driven mostly by hypermarkets
where the sales value of this product
decreased by 17%. We may also add here
an interesting evolution of baby diapers,
with an 8% decrease in value in the first
three month of the current year. Actually,
diapers are on a descending trend for
about two years, in part because of the rise
of private labels and in part due to the
decrease in natality rates.
Browsing non-food data also surfaces
interesting conclusions. Like in the case of
personal and home care, non-food is no
longer the exclusive privilege of
hypermarkets. We have over 30% increases
for beach accessories items in
supermarkets, as well as for travel bag &
accessories. Womenswear, menswear and
underwear also found their place on the
supermarket shelves, along with some DYI
or garden & pets items. Overall, the nonfood segment grew 6% in value and even if
this is an area where big hypermarkets
retain their advantage with an 11% growth,
small format surpasses with a 12% increase
in value.

Private Labels and Promotions
Private labels are on a descending trend in
categories where they used to claim a high
percentage of sales. Among the products
where PLs were most developed were
sugar and edible oil. While PL increased its
share in edible oil by 7% in the first quarter
of 2016 against the similar period last year,
in sugar, PL value share decreased by 24%.

The growth driver of the promotional activity
in the personal and home care sector was the
supermarket channel.

Another category with a sharp drop in PL
value share is chocolate tablets, with -30%.
All-important non-alcoholic categories
registered a decrease in PL share versus Q1
2015. In carbonated soft drinks, PL share
dropped with 11%, in non-carbonated
with 8%, beer saw a severe PL decrease of
17% and mineral water of 12%.
Private Labels’ shares diminished more
significantly in the personal and home
care categories. Paper products, one of the
segments with a high percent of retailers’
brands, were most affected. In toilet paper,
for example, PL value share dropped by
18%, while in kitchen towels by 6%. Other
categories where private labels decreased
were laundry detergent (-34%) and laundry
conditioner (-23%), toothpaste (-39%),
shower gel (-16%).
As far as the promotional activity is
concerned, this is also on a descending
trend. There may be at least two reasons
for this situation. On one hand, suppliers
and retailers seemed to have finally
understood that promotions are no longer
a strong differentiator and, on the other
hand, the VAT decreases helped
households improve their purchasing
power. This is especially true for food,
where the value of promotional sales
registered lower levels than in Q1 2015 in
categories like non-alcoholic beverages,
processed meat, sugar, nuts & seeds,
snacks, bread or coffee. On the contrary,
though, in cosmetics and detergents,

promotions secured between 30% and
50% of sales revenue, percentages which
are significantly higher compared to the
first three months of last year. Just to show
some relevant examples, hair colorants,
toilet soaps, face care, baby wipes,
deodorants, shampoo are all categories
with increased shares of promotional
sales. And, to further endorse the claim in
the title of this article, the growth driver of
the promotional activity in the personal
and home care sector was the supermarket
channel. On the contrary, hypermarkets
maintained or decreased the promotional
activity in these categories.

Volumes speak the truth
So far, we have analysed data from the value
point of view. Although value is a very
important trend indicator, it may be
affected by various factors like VAT
decrease, promotions, retailers – suppliers’
agreements, up trading or down trading
and so on. In order to validate one’s
assumptions, it is preferable to check the
value trend against the volumes. If both are
going in the same direction, we may say
that a market is increasing or decreasing. If
volume is up and value down, we face an up
trading trend, or down trading, if volumes
are up with a decrease in values.
So, what do volumes say? In the first
quarter of this year, sales volumes both for
food and for personal and home care are
growing. Main drivers of this trend are the
newly opened stores, price cuts following
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VAT decrease and the increase in
consumption overall. Among the big food
categories, there are two exceptions from
this course: roasted and grounded coffee,
with a 4% drop in volumes and white
yogurt with flat sales like for like. Of
course, there are differences between
hypermarkets
and
supermarkets.
Categories with decreasing volumes in
hyper are carbonated soft drinks, coffee,
biscuits and yogurt, while in supermarkets
all food categories are growing in volumes.
In personal and home care, laundry
detergents and baby diapers have quite
severe volume drops, which come
especially from hypermarkets.
To sum up, we can say that the reduction
of value added tax helped shoppers
increase their spending even if not all
disposable income went into shopping. In
the first month after the VAT decrease,
food prices went down with an average of
10 – 12%, although they have a tendency
to revert to prior VAT cut levels at the
beginning of this year. We are also
witnessing a decrease of the promotional
intensity, especially in food, along with a
moderation of the private label fiver. We
also predict that, at least this year,
supermarkets will continue to expand at a
much higher rate than large selling spaces.
Retailers covered by the data in this article
are Billa, Carrefour, Cora, drogeriemarkt,
inmedio, Mega Image, Metro, Penny, Profi.
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Well-managed Data Will Drive
Revenue, Reduce Costs and
Mitigate Risks
Interview with Daniel Pana, Country Manager, SAS Romania

Q: Is there a right way to do business around
the concept of data and analytics?
Daniel Pana: Business Analytics represents the
combination of domain knowledge and all forms of
analytics in a way that creates analytic applications
focused on enabling specific business outcomes,
where analytics refers to the skills, technologies,
applications and practices (e.g. data & text mining,
forecasting, artificial intelligence, statistical and
quantitative analysis) for the continuous exploration
of data to gain insight that drives business decisions.
With more people actively looking for new answers,
discovery becomes widespread in the organization,
a bigger part of the mindset and is practised by
people in all roles at all levels.
New technologies have given us the opportunity to
rethink what data can be used for, how much, and how
fast – all in pursuit of more ambitious business goals.
The ‘edge’ is where the physical world meets the digital
world, where we can record transactions and events.
Streaming analytics embraces the edge, grabs the data,
and processes it, sometimes right in the end device.
Not long ago we were doing very little with data
generated at the edge, and it took a long time to do
it. We saved the transaction data and analyzed it
later in predictable ways.
In conclusion, there is no right or wrong way in
practicing analytics, just commute into analytical
matrix and start with what is most suitable for you
personally and for your organization.

Q: What is the role of the analytics tool in the
new economic environment?

Daniel Pana: In our opinion, BA plays two major roles:
A) Getting the right information for your business
from the entire big data volume that one business has.
According to Gartner analyst Svetlana Sicular, ‘Big
data is a way to preserve context that is missing in
the refined structured data stores — this means a
balance between intentionally “dirty” data and data
cleaned from unnecessary digital exhaust, sampling
or no sampling. A capability to combine multiple
data sources creates new expectations for consistent
quality; for example, to accurately account for
differences in granularity, velocity of changes,
lifespan, perishability and dependencies of
participating datasets. Convergence of social, mobile,
cloud and big data technologies presents new
requirements – getting the right information to the
consumer quickly, ensuring reliability of external data
you don’t have control over, validating the relationships
among data elements, looking for data synergies and
gaps, creating provenance of the data you provide to
others, spotting skewed and biased data.’
B) Evolution and organizational transformation
Organizations typically evolve to analytic excellence,
either beginning with efficiency goals or addressing
growth objectives. The traditional analytic adoption
path starts in data-intensive areas like financial
management, risk, operations, sales and marketing.
As companies move up the maturity curve, they
branch out into new functions, such as strategy,
product research, customer service, and customer
experience.
As the value of analytics grows, organizations are
likely to seek a wider range of capabilities – and
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a more advanced use of existing ones. This dynamic
is leading some organizations to create a centralized
analytics unit that makes it possible to share analytic
resources efficiently and effectively. These
centralized enterprise units are the primary source
of analytics, providing a home for more advanced
skills within the organization. This same dynamic
determined the appointment of Chief Analytics
Officers (CAO) starting in 2011.
We see more organizations establish enterprise data
management functions to coordinate data across
business units. We will also see smarter approaches
such as information lifecycle management as
opposed to the common approach of throwing more
hardware at the growing data problem. The
information management challenge will grow as
millions of next-generation tech-savvy users use
feeds and mash-ups to bring data together into
usable parts so they can answer their own questions.
This gave rise to new challenges, including data
security and governance.

Q: How easy is it for managers who are business
minded to use analytics tools?
Daniel Pana: Managers should determine the
people around them to be more analytical. Most
importantly, they follow through and put analytics
to work in their decisions and actions.
Analytics are for all of us as we become more datadriven and analytical in our thinking and our work,
it is no longer the exclusive province of statisticians
and specialists. Leading the way are people Gartner
terms as ‘citizen data scientists.’ They can’t do
everything the PhDs can, but they are highly
analytical – capable of sourcing data, using more
sophisticated tools, and communicating to the
PhDs what else they need.
Ten years ago, ‘forecasting’ often meant the budget
process. And if you said ‘predictive analytics’,
people’s eyes might glaze over. Today, managers
recognize what analytical models can help us do –
anticipate customer responses, predict customer
or employee attrition, optimize allocation of
resources of all kinds, make smarter decisions
faster. Managers may not be able to build the
complex models and simulations by themselves,
but they can appreciate and capitalize on the
outputs of advanced analytics.
Enabling people to access data is one thing. But

empowering them to do something intelligent
with the data, that’s democratization of analytics.
That’s saying, ‘I don’t want you to look just at the
total sales by product by region. I want you to
determine which combinations are the most
profitable. What’s the forecast? What can you
change to improve sales?’ That just described
elements of descriptive, predictive, and prescriptive
analytics. How are we doing, what’s likely to
happen, and what should we do to get to the best
place possible? At the end of the day, it is all about
the analytical attitude that managers have and not
about their technical knowledge.
In addition, we can now bring more of the vast
amount of unstructured data into the analytical
mix. That data has always been there, but now we
can work with it. What customers say to our call
center representatives, what tech support specialists
are writing down as they work, what people are
posting on social media – that’s all unstructured
text with potential richness of information. Now
we can work with it through text analytics,
sentiment analysis, and predictive modeling.

Q: What can we expect from the Analytics
Experience 2016 in Rome, having in mind the
Analytics Experience of the past years for
Romania?
Daniel Pana: I am inviting our readers to participate
at Analytics experience 2016 in Rome and they will
get a 360 view of what European experts’ thoughts
are in this respect (For more information and for
registration, please access the QR Code at the end of
the interview).
As for Romania, for sure we are going to face a
higher utilization, a need for collaborative analytics,
better and faster data access, streaming, cleaning
and enhancing the data helping insight business
driven decision process.
Learn more from our past, using historical data and
perform better. Large companies from Romania don’t
pay enough attention to the quality of the data.
Within an organization, acceptable data quality is
crucial to operational and transactional processes and
to the reliability of business analytics reporting. Data
quality is affected by the way data is entered, stored
and managed. So, understanding the nature of your
data and identifying the relationships between
various data objects should be our focus in 2016.
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Q: It is believed that behavioral insights cannot
be separated from tech innovation. Can you
offer an alternative scenario – what would it
mean for businesses to separate behavioral
insights from tech innovation?
Daniel Pana: Behavioral insights is based on the
premise that people are not always the rational, selfinterested decision makers described in standard
economics textbooks. We know from our own lives
that we often fail to do what’s best for us, despite our
best intentions – be it exercising more, saving money
or eating healthily. We can use this understanding of
how humans really behave in everyday life to help
design and implement better.
Analytics gives a holistic and human point of view of
data which connects individual disparate data points
in order to tell a story of how, what and why a particular
event happened. There’s no separation between being
a thought leader and an analytics guru. True innovation
and breakthroughs happen in a broader analytics
environment. One where you have the freedom to be
both business- and technical-minded. Without
boundaries, you can create a custom experience that
delivers your perfect mix of thought leadership,
analytics strategies, learning and connecting.
One more indication that no alternative scenario is
possible is IOT penetration into daily life.

Q: How can executive leaders benefit from things
related to analytics like forecasting, risk analytics,
marketing analytics, fighting fraud?
Daniel Pana: As I said before, every organization
should depend on reliable data. Managed well, it will
drive revenue, reduce costs and mitigate risk.
Managed poorly, it can lose customers, inflate costs
and expose businesses to increasing levels of risk.
One way to measure the benefits of forecasting is to

see how much would have been lost if the forecast
was not accurate. Another way to measure them is
how much would have been gained (or saved) with
improved forecasts.
No matter how your organization prioritizes risk,
there are methodologies and best practices to help
you establish a risk-aware culture, optimize capital
and liquidity, and meet regulatory demands. Risk
analytics ensure greater efficiency and transparency,
strike the right balance between short- and longterm strategies and confidently address changing
regulatory requirements.
Marketing Analytics is about understanding each
customer’s path to purchase – no matter how
fragmented, optimize each customer journey and
engage and delight customers throughout those
journeys.
The benefits from analytics are huge regardless the
industry or the vertical you go.

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables in terms
of using the analytics tools in the future? What
should we understand about this equation?
Daniel Pana: The most important aspect that will
determine how the analytics tools will be used in the
future is the culture of the organization. Organizations
starting to build a culture driven by curiosity and
sustained by analytics will be the ones molding the
analytics tools, in the future. The ownership will shift
more and more to the business user who will leverage
the data and convert it into actionable insights for the
benefit of the whole organization. So, it’s the business
which now needs to have access to the right
information, at the right time and context in order to
build a lasting analytics-driven culture.

SAS Romania
Bectro Office Building, 4th Floor
29 Sfanta Vineri Street
District 3, 030203 Bucharest
Phone: +40 212 319 116 / 17
Fax: +40 212 035 849
www.sas.com

REGISTER NOW
Analytics Experience 2016
November 7 – 9, Rome
sas.com/analyticsxrome

113 Romanian Business Digest•2016

INSIGHTS FROM BUSINESS LEADERS

Increasing Purchasing Power
and Growing Appetite for
Spending and Consumption
Within the Next 3-5 Years
Interview with Adrian Ariciu, Offer Management Director,
Metro Cash & Carry Ukraine

Q: The world is changing after the crisis, even
in terms of consumer behavior. What are the
main changes we are witnessing regarding the
consumer’s appetite for spending that will drive
the retail commerce in the next 5 years?
Adrian Ariciu: First of all, 2015 was a good year for
consumption all over Europe. With economic growth
of more than 4% at the EU level, reduced unemployment
rates and low interest rates, consumers tended to
increase the appetite for spending and avoid savings on
disposable income, all in the benefit of the retail sector.
Consumer’s appetite for spending in short term is
driven by many factors, from consumer price index
evolution, inflation and local currency fluctuations
up to fiscal changes.
In the mid and long term, such factors as changes in
disposable income structure and debt level are
important to raise the propensity for spending. In
general, in 2015, the purchasing power of citizens of
the EU member states has increased by 3.7%,
reaching a level of EUR 16,000 annual per capita,
according to a GfK study.
People need money, confidence and comfort to
spend beyond the core basic needs. And this trend of
increasing purchasing power and the appetite for
spending and consumption is foreseen to continue
within the next 3-5 years.

Q: Can we talk about a ‘universal consumer’?
From you experience, what are the main

differences between the Romanian consumer
and the Ukrainian ones?
Adrian Ariciu: The consumer is becoming much
more selective in his choices, thus more demanding on
product’s performance and value generated by retailers.
On average, consumers visit three shopping places a
month for a regular food basket, and this number is
increasing. On one hand, this helps compare products
and shopping places, make better choices and push
retailers to improve their offers. On the other hand,
this is the way to offer new things to the consumer,
products that he or she did not think of before.
It is hardly possible to talk about the ‘universal
consumer’ and his profile, and I would avoid such
definition.
The majority of us are eager to pay for emotions and
memories when buying something, including food
products. Consumers all over the world, in all stable
economies, like fancy retro styles, traditional recipes,
eco-trends, goods from local farmers. At the same
time, we see that functional products are improving
over time and international FMCG companies are
trying to create standard global products.
Such consumers’ behavior can have the roots in the
past decades, when access to food was limited and
suddenly abundancy in availability and variety of
choice creates new habits of overspending, especially
during seasonal events or festive periods.
Unfortunately, we, Romanians, throw away a lot of
food which is bought in excess. And this does not
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mean that next time we will buy less. Seeing this,
retailers and manufacturers encourage stocking up.
Purchasing power index is low both in Romania and
Ukraine, as well as in other East European countries.
Romania is coming from 2015 with a retail turnover
growth of 4.7% and Ukraine is coming from -24.2%
in real terms, according to GfK recent studies. As for
the Ukrainian consumer, he is sensitive to local
currency devaluation, political and economic
uncertainties – these factors dampen consumption
mood. Now Ukraine sees calm after the storm, with
a minor decline of retail sales of 1-2% in real terms
foreseen for 2016. Romania will continue to take
advantage of the VAT decrease in accelerated growth
of retail, reaching +6-7% by the end of the year.

Q: The countries in Eastern Europe are subject
to a lower spending power than their Western
counterparts. Are these countries more
interesting in terms of consuming? On a scale
from 1 to 10 (where 10 is the highest achieved
performance in terms of retail), where do
countries like Ukraine and Romania stand?
Please detail.
Adrian Ariciu: Indeed, purchasing power index per
inhabitant is much lower in Ukraine and Romania in
comparison with the average EU index. However, we
have to look at other indicators to understand the
potential of retail development and attraction of
further investments.
In Romania, total retail spending versus total
household private consumption is low, with 29%
share, close to the EU average, and retail share is
going down. Consumers are spending more money
on services, travelling and recreational activities.
Coming back to purchasing power per capita, the
higher it is, the greater amount of money they spend
on other than basic needs, such as food.
In Ukraine, the share of retail expenditures in the
average household private consumption is very
high, up to 64% in 2015. Consumers are looking for
big savings in leisure, travelling, services, clothing,
and focus on basic needs.
Disposable income per household is another indicator
to follow, because usually retailers target a household
and a family as a consumption individual point.
The penetration of cars, phones and TVs to 1,000
households are indicators to consider, too, when
making the strategic planning.
It is worth to mention retail market size and
landscape. Romania and Ukraine are less developed

markets versus EU in general. Romania has 0.69
square meters of retail space per capita; Ukraine has
less – 0.42 square meters. And the productivity of
retail space should be considered, as well; it is less
than EUR 2,500 per square meter per year both in
Romania and Ukraine.
This creates pressure on retail formats, sizes of the
stores and, of course, the fight for a better location.
From another perspective, we see cities in Romania
with retail concentration similar with mature
markets of Western Europe, e.g. Bucharest with
1mill+ sqm retail space and still new malls are under
construction. Thus, it influences the lifecycle of
some retail formats, creating pressure on big formats
and encouraging proximity formats growth, due to
less time spent in the store. People tend to go to big
retail formats for experience and integrated services,
and to small formats for basic baskets, food-driven.
On the other hand, analyzing consumption in
different product categories versus other countries,
identifying the gaps and growing categories,
developing cooperation with manufacturers is
essential for retailers to grow their business for the
future. We say that it is not enough to meet the
customer’s needs, it might be too late; sometimes
we have to create new needs.

Q: As defined, an equation is a statement that
the values of two mathematical expressions are
equal. On the left side, we have super-cheap
money provided by an accommodative
monetary policy and the fresh memory of the
crisis. What do we have on right side of the
equation?
Adrian Ariciu: Specifically for Romania, the
negative CPI, increasing spending and debt level of
population. In 2015, the Romanian economy was
growing, based on consumption growth; the same
trend is foreseen for this year. In the long term, such
trend can be dangerous. Especially when taking into
account that mentioned indicators in the equation
are influenced by one-time effects like VAT decrease,
or cheaper energy and fuel.
In order to sustain robust GDP growth, the
production volumes in agriculture, transport,
construction sectors should be growing, as well.

Q: What are the tools that the cash & carry entities
use in order to adapt to the consumer needs?
Adrian Ariciu: The top-of-mind reasons that
predetermine consumer’s choice of the store are
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People tend to go to big retail formats
for experience and integrated services,
and to small formats for basic baskets,
food-driven.
location, assortment and price. So, you can create a
marketing mix which is scoring well on all 3 elements
versus your competitors, or choose one and build on
it and for customers to associate you with. I would
rather prefer the second option and bet on the price
element.

Q: How do you use technology and digital
transformation in your strategy in order to
satisfy the consumers and to please the
shareholders, at the same time?
Adrian Ariciu: This is my favorite question; these
days, it is very popular in the retail community. On
one hand, it is necessary to listen to the customer
and know his expectations. But, if you used to send
your customers a leaflet with your offers for the last
two decades, they will probably say they like it. So, on
the other hand, we have to surprise the customers
with
innovations,
including
those
in
communications. E.g., METRO Ukraine chose to
stop sending printed materials to the customers and
focus on digital channels. In the digital world, we are
communicating with a broader audience, bringing
more customers to the store and, at the same time,
the cost per contact is going down.

Q: The shopping experience has changed a lot.
People have alternatives to the wonderful
‘buying experience’ they had when they actually
shopped exclusively in stores. What drives the
new buying experience, online?
Adrian Ariciu: The online shopping experience and
the traditional retail experience are driven by

different factors. And the online one is linked to
technology development and people’s readiness to
test new things. If you have the technical capability,
you start the online channel; if you don’t have it,
better wait and invest on it before start up. Just think
to Amazon Dash, or goods delivery by car without a
driver or by a ... drone. Beside this excitement
generated by the online supply model, the majority
of the customers are likely both to explore and order
from online platforms, and shop with traditional
retailers, because of the human touch there. The
non-food sector is a champion in e-commerce in
many countries. On the other hand, even advanced
online markets, like the U.S., do not manage to sell
online more than 10% of total food sales volume.

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables in terms
of understanding the future of business?
Adrian Ariciu: Some of the above mentioned –
purchasing power index, consumer confidence
index, retail share from total household private
consumption and retail size and productivity are
macro indicators to understand the potential of the
market. Among others are labor market trends,
inflation rate, GDP development, monetary and
banking policy.
However, our business remains simple, we buy and
sell goods, and our customers continue to consume
3,000 calories per day. We just have to make sure
that we meet their needs, better than others, day by
day.

METRO Cash & Carry Ukraine Ltd.
43 Prospekt Petra Grygorenka, 02140 Kyiv, Ukraine
Tel. Office: +380 44 492 11 82
Fax: +380 44 492 12 70
https://www.metro.ua/
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Romanian Consumers
Have a Huge Desire
for Innovation
Interview with Alexandru Chiru, Country Manager, HL Display

Q: In a brief statement, can you tell us what is
really essential for business growth in Romania,
in 2016 and beyond, both for HL Display and
for your clients?
Alexandru Chiru: Being in 2016 does not bring,
necessarily, new issues that are the base of growing
HL business or any other business in Romania. So, it
is essential to increase sales, because if the need is
growing, then the sales should also grow. All of our
clients want to invest in innovation, in new solutions
that will assure a big ROI and will increase sales.
Of course, let’s not forget, decrease of tax would be
an essential factor as well.

Q: What is the most innovative trend for
in-store communication and merchandising in
2016? Are Romanian consumers ready for
innovation in this sector? Please detail.
Alexandru Chiru: Well, from our point of view, the
Romanian consumers are always waiting and have a
huge desire for innovation, for something new to
happen, for new experiences, so based on this we can
say that one of the most innovative trends in the retail
sector would be to create and give more at the shelf
edge. And here we are talking about making it easy for
the consumer to find his way in the store, to get
directions to the category he seeks and then to find all
the information about the product he wants. It may
not seem a new trend, but it’s still the actual trend.
Another innovative trend will be the technologization
of the shopping experience; having digital screens
on which to choose what they can buy or where they
can find the products, interactive merchandising
displays.

Usually when we think about innovation, we think
about novelty. To respond to this trend, retailers,
and actually also the brand producers, used
rebranding.
When talking about innovation in merchandising,
we refer to optimizing the store, the shopper
experiences, the activity itself - and here we create
new solutions that cover all these needs.

Q: As Romania is going through a major boost
in spending (triggered by a significant decrease
in indirect taxes), how are the consumers
reacting? Do they act differently compared to
the past?
Alexandru Chiru: If we judge by the shopping
basket reports, they acted differently at the
beginning of this change; now we can report the
same behavior.
In the same time, what is different is the focus they
put now on quality, for example, they spend more
on quality, in comparison to how they did before
this change.

Q: How are your clients reacting, taking into
consideration such a major boost?
Alexandru Chiru: Indeed, we felt a big growth
along with all the changes in the market. In what
concerns HL business in Romania, our clients
reacted like we expected – their budget grew, thanks
to this boost; budgeting more on innovations and
solutions for increasing sales and creating a more
appropriate environment for the shoppers to buy,
they invest more in HL solutions, hence, our
partnerships strengthen and are more consolidated.
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Q: In your sector, we have seen in the past few
years some intense changes and an everchanging market. Have these transformations
ended? What is next?
Alexandru Chiru: Considering the Romanian
market, which, like you mentioned, goes through
ever-changing periods, the small shops started to
close down, and the big accounts started to grow,
more and more.
The producers noticed that they cannot face the big
competitors. What’s in it for us? Well, new partners,
new business opportunities. Because, in the same
time, these international accounts want to save
labor cost, want to increase their sales and to have
their store the best they can be and offer.
Last but not least, small local producers started to
merchandise their products in modern retail, so we
can say that this is next – collaboration between TT
and MT.

Q: What is most important now for the
Romanian consumers in terms of in-store
communication and merchandising: the
solutions for displaying goods in an attractive
way or providing purchasing information (and
helping customers transform their shopping
experience)? Please give us some examples
based on your experience.
Alexandru Chiru: From the beginning of the
shopping ‘era’, shoppers wanted to spend as little
time in stores; they want to purchase what they
need fast and easy, so that they can have time for
other activities that matters for their wellbeing.
They can do this only by having the right shopper
experience and solutions when they enter a store.
From our experience we can say that what matters
most is, like you also mentioned, in-store
communication, information about the products
and prices, having neat displays, having all that the
consumer needs, at his reach.
Moreover, a good category management definitely
is something to focus on, because it creates
differentiation and it guides the consumer.
One of the projects that we worked on was with
one of the top beverages producer, and it consisted
in redesigning the category management based on
new messages at the shelf edge, using
merchandising solutions to better display the
products, highlighting offer and brand with
illumination – so all these solutions in one major
project.

Q: Is there a new way of shopping in Romania?
What do Romanian consumers want from
their shopping experience?
Alexandru Chiru: Consumers want to spend less
time in the store, they focus now on BIO products,
natural products, that are produced locally.
Moreover, they want to have all information about
the product.

Q: What is the role of technology in the new
shopping experience which HL Display helps
implement?
Alexandru Chiru: For HL Display, using new tech
products as solutions for merchandising, or as part
of our merchandising solutions, was always a top
priority.
Simply put, using technology in almost everything
we do, we keep up with trends and, most important,
with what our clients and then the consumers, want
and need.
Creating desirable shopping experiences for the
consumer is one of the main concerns our clients
have; as partners, we contribute with innovation
and in-store implementations which include
illumination, brand awareness, neat displays,
product information for the shopper, easy access to
products; all in all, we focus, as well, on creating
shopping experiences and bring change for the
better, not only for novelty.

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables for your
business sector in Romania?
Alexandru Chiru: This is interesting, of course,
but we cannot talk about ‘variables’. It’s not eloquent,
actually.
The approach should be more about opportunities,
about growth, yes, again growth, it’s about our
partners, about innovation.
We are willing to put on the table a huge range of
opportunities, and these are all for the advantage of
our partners. We develop in store tests, plan projects
in which we believe, we analyze together with them
the ROI and how this will affect the business
development.
This is the new equation; or, at least, this should be
the new business equation. It’s all about bridging the
needs with innovations. And then the magic starts.
So, in our sector we can always talk about
opportunities.
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Multivo™ The all-in-one
revolution in
shelf management

Visibility and fronting - all-in-one!
With extensive knowledge of the retail environment and of our customers’
needs and challenges, HL Display is bringing retail innovation to the next level.
We are now launching a new innovation within shelf management named
Multivo™.
Multivo™ is our new shelf merchandising system making the daily routine of
stock replenishment, front facing and planogram changes easier and faster
than ever. The solution allows automatic fronting of more pack types than ever
before.
Multivo™ improves product visibility as fronting is automatic with the integrated
pusher and just as easy with the manual Pull-strip™ version. Planogram
changes are made without removing products from the shelf so it can
accommodate varying pack sizes in different categories with ease, all-in-one!

Benefits:
•
•
•

Faster, easier fixtures changes
Better visibility drives sales
One system for the whole category

essential optimisation of your selling space
www.hl-display.com
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Towards a New Peak in the
Evolution of the Romanian
Coffee Market
Interview with Sonia Nastase, Country Manager, Nespresso

Q: How does Nespresso Romania see the results
in 2016 till now, compared to its expectations?
Sonia Nastase: Great expectations are greater when
they’re exceeded! We can honestly say that our results
for the first half of 2016 have been better than we’ve
foreseen. By means of both awareness and sales, we’re
growing day by day and we owe that to our clients,
who are our main voice of promotion.

Q: What are the main arguments for expanding
your business in Romania in the next period?
Sonia Nastase: This year’s growth has been
determined by the growing number of clients from all
over the country. The arrival of our brand was longawaited in Romania so, naturally, when it happened,
everybody was really excited and made sure the word
was spread. Now, Nespresso is not just popular in
Bucharest, but also in our other main cities, via
e-commerce. The brand is still young in Romania and
still has so much to learn and to grow, but we’re very
certain we’re going to be present in other cities as
well, sometime in the future.

Q: We know that worldwide, Nespresso is trying
to engage with its customers by enhancing their
experience and introducing retail innovations.
Specifically, for Romania, we are referring to
the ‘Nespresso boutique’ concept. How has this
concept evolved in Romania? What have you
learnt so far, since the opening of the first
Nespresso boutique in Romania?
Sonia Nastase: The first ones who were really
excited were the ‘aficionados’, who always brought
home in Romania their favorite coffee from boutiques
in other European cities. Along came their friends,

business partners and so on… the growth was organic,
the boutique fulfilled a need on the coffee market, the
need for premium coffee and quality services. The
boutique is also the place where people come to
interact with our coffee experts and have a taste of
the ultimate coffee experience. It’s a very personal,
intimate approach, which we prefer.

Q: We know that almost every adult in Romania
drinks coffee (about 90%) and with an increase
in competition, coffee drinkers are looking
more for ‘not just a coffee’. From you experience,
can you describe the first 3 arguments Romanian
adults take into consideration when buying a
specific coffee?
Sonia Nastase: Besides the obvious qualities our
consumers look for in a good coffee – its taste, its
aroma, the different notes it reveals – they always
appreciate diversity. The Nespresso collection now
comprises of 24 distinct Grand Crus, which are meant
to satisfy even our most exigent clients.
Although the tasting part is very important – before
you get to enjoy a cup of ultimate coffee pleasure, its
process of preparing is also important. Nespresso has
its own line of state of the art coffee machines,
designed to prepare the perfect coffee, in clean, safe
and easy to use conditions.
Besides that, our consumers are now looking for
more refined coffee experiences. They’re curious and
willing to try different coffee recipes, different
specialty coffees. For all that, Nespresso provides the
expertise and fine consulting through our coffee
experts present at the Nespresso boutique.
All of these are part of the same picture – the entire
experience a coffee brand offers. Romanian
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consumers are becoming more and more educated
and the main thing they look for is that fine coffee
experience.

Q: In the case of Nespresso, an innovator in the
industry, we’ve seen not just a competition in
terms of coffee brand, but even an unusual
competition in using the results of its innovation
(other companies announced that they are
going to provide coffee capsules compatible
with the Nespresso infrastructure). How do you
see this kind of competition?
Sonia Nastase: Nespresso welcomes competition as
it is the motor that drives innovation and growth. We
are confident that through continuing to offer the
highest quality coffee, exclusive personalized services
and innovative products, we will continue to earn the
loyalty of our Club Members and attract new
customers worldwide.

Q: Can you describe the relation between the
consumers’ demands and their purchasing
power? Does the coffee market feel an impulse
from the recent fiscal changes (the significant
drop in VAT)? How has the coffee market and
the consumers benefitted from a lower VAT in
Romania?
Sonia Nastase: As with all food & beverage products,
coffee consumption has increased in Romania. Also,
the most important change was the removal of excise
on coffee from the beginning of 2016, which has
encouraged the purchase of coffee in all its forms.

Q: Is the specialty coffee market in Romania
growing faster than the economy (considering
that the economy will grow 4% YOY)? What are
the reasons for this?
Sonia Nastase: The coffee market in Romania has
witnessed a higher growth rate than the Romanian
economy and, within the market, the coffee capsules
segment have registered the largest increase in sales,

because coffee lovers are more curious about new,
more innovative ways to enjoy the perfect cup of
coffee. Nespresso Grands Crus gives its consumers
the possibility to enjoy a gourmet coffee in the
comfort of their homes or at their offices, as well as
the most diverse range of coffees to choose from.

Q: How far is the coffee market in Romania
(and the specialty coffee market) from reaching
its potential?
Sonia Nastase: The coffee market in Romania is
showing signs of a healthy growth. Romanian
consumers have become more educated, they have
started to look for products that cater to their most
particular needs – when talking about coffee,
Romanian coffee lovers are now more eager to try
different products and to talk about their preferences
out loud (beverages from special coffee places, coffee
in capsules, buying their own specialty coffee beans
and grinding them and so on). So I think we’re on our
way, on a good way, to reach a new peak in our
market’s evolution.

Q: From an executive point of view, regarding
‘the new economic equation’, what are the most
important variables for the coffee market in
Romania? Please detail.
Sonia Nastase: For us, the most important variable
is the quality of the relationship established between
the brand and its consumers, who look for
experiences, more than just usual products. Nespresso
is dedicated to offering premium quality coffee
experiences to its customers, whether they’re regular
consumers (through the most diverse selection of
coffee assortments in the world and powerful, state
of the art machines fitted for home consumption and
recommendations from our coffee experts) or they’re
business partners, from the HORECA segment. Our
partnerships with five star hotel chains, highly
awarded restaurants or exclusive bars and cafes are
examples of our experience-oriented practice.

210 Dorobantilor Ave.
010585 Bucharest
www.nespresso.com
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Romania – Increased
Consumption and a Great
Potential for Growth
Interview with Diana Bejan, Country Business Manager,
Nestle Purina – Nestle Romania

Q: According to statistics, consumers have
more disposable income (following a cut in
taxation). How does your sector see the 2016
inflow of disposable income in Romania?
Diana Bejan: At Nestle Purina, pets and people who
love them are our number one priority. Pet owners
want the best for their pets and we bring our
knowledge and expertise to meet their needs.
In Romania, the pet food category is still in an
emerging phase and there are many opportunities
for development. Even so, we can already find all the
specific segments, from Economy to Super Premium
products and from multi-serving to single serving
formats, the signs of a mature market.
Romanian pet owners love their pets very much and
they search for high quality products. They are
looking for products of latest innovation in pet
nutrition, endorsed by sound research.
Last year, Romania had a favorable economic
environment, therefore fiscal policies and good
economic results increased the consumption in
many categories. We registered the same trend in
pet food. In this context, the pet owners have started
to offer more and better to their pets.
Nestle Purina is always here for them, with
innovative solutions. In the past two years, we have
launched 18 new products and relaunched four,
from our total portfolio of seven brands.

Q: How does the new economic environment,
of low taxation and negative inflation, impact
your business sector?
Diana Bejan: The fiscal policy implemented by the

Romanian authorities helped the market to have
more affordable prices in pet food.
Consumers are now more informed and there is a
raising trend on knowing more about pet nutrition.
Cats and dogs have different nutritional needs than
humans and pet food is the right choice for a
complete and balanced meal. There is also the aspect
of convenience: pet food is ready to be served in any
moment of the day.
Therefore, pet owners can offer more qualitative
food to their pets or more often, having the peace of
mind they can give the best nutritional food, tailored
for the pet’s needs.

Q: In the new economic environment, how are
the sales at national level?
Diana Bejan: Purina has a rich history of more than
120 years. At global level, we have the opportunity to
serve more than 300 million pet owners and about 1
billion cats and dogs.
In Romania, the business is still young and is
growing fast, in a healthy way. For Nestle Purina,
2015 was an exceptional year: we have closed the
year with +13% growth in sales compared to 2014.
2016 seems to be also a strong one, following the
accelerated growth trend of 2015. The drivers of the
growth are the cat brands Gourmet, Felix, One but
also the dog brands Pro Plan and Friskies.

Q: What are the main opportunities and
challenges for your sector, in 2016?
Diana Bejan: In Romania there is a high business
potential for this category. As mentioned above,
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Nestle Purina contributes for a better life of
pets and pet owners. ‘Your pet, our passion’.
Our credo is that pets and people
are better together.
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Romanian pet owners are more and more exigent
when it comes to the food for their favorite pets and
Purina is here to answer the nutritional requests.
Purina is committed to innovation and consistent
delivery of high quality nutrition. We invest
continuously in Research and Development (R&D)
so Romanian pet owners can have the best choice
for their pets. Purina has an extended structure for
R&D: in the 4 research centers around the world, we
work with more than 500 scientists, including
nutritionists, veterinarians, experts in pets’ behavior,
engineers and technicians who dedicate their work
to improve the life of cats and dogs worldwide. Our
scientists continuously explore new ways to develop
innovative products and make important progress
in pet health and well-being. Years of research have
resulted in over 2,500 granted and pending patents
worldwide.
We continuously adapt our portfolio to be in line
with the pet’s needs. One of the trends today is that
more and more pet owners have smaller size dogs.
To answer this need, we have a full range under the
Pro Plan brand, dedicated to Small & Mini dogs.
This range has products for puppies (Pro Plan
OptiStart) or adult dogs (Pro Plan OptiHealth) or
dogs with sensitive skin (Pro Plan OptiDerma).
As a producer, we face the challenge of convincing
pet owners that cats and dogs have different
nutritional needs than humans. There is a certain
number of owners who are feeding their pets with
human food. It is a decreasing trend, we see more
and more owners understanding their pet has
specific nutritional needs. Nestle Purina offers the

100% balanced, tasty and complete food to help
support the pets’ health at every stage and needs of
their life.

Q: What do you like about the Romanian
economic environment? What do you dislike
about it, having in mind your experience in
other countries like Hungary, Italy or in South
Central Europe?
Diana Bejan: From a business perspective, I like
Romania because it has a great potential for growth.
Beyond this, Romania is my home and I feel I can
contribute here.
It has been very inspiring for me to rediscover the
special bond that Romanian pet owners have with
their pets and it motivates me a lot in my daily
activity. I returned to Romania having in mind that I
can contribute to a better life for our companions
and to the happiness of the people who love them.
Purina is here for them.

Q: From an executive’s point of view, taking
into consideration ‘the new business equation’,
what are the most important variables for your
business sector in Romania?
Diana Bejan: Purina is the symbol for passion, a
mirror of quality created by embedding innovation
in our products. I strongly believe it is key to stay
atop on the nutritional facts. The scientific research
brings us more and more developments in pets’
nutrition. We must understand and integrate these
discoveries into our products. Therefore, we’ll have
healthy pets and happy people.

Nestle Romania
3 George Constantinescu Street, 7th Floor
District 2, 020339, Bucharest
Phone: +40 212 044 000
E-mail: contact@ro.nestle.com
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The Trend of Investing
Wisely and Well Informed
Will Continue to Grow
Interview with Dr. Oana Taban, CEO & Founder, DENT ESTET

Q: In 2016, DENT ESTET was taken over by
MedLife. Are acquisitions the new normal in
the dental industry?
Dr. Oana Taban: We can talk about such a market
tendency, but mostly because the private medical
market represents a role model for the dentistry
market and on the healthcare segment the number
of acquisitions has grown a lot. When we founded in
2013 the Association of Dental Office Managers
(ADOM) and the school for Dental Office Managers
we knew that this would be the beginning of a
revolution on the Romanian private dental practices
market. Higher quality services and a personalized
management system create a whole new perspective
on every medical business. If not long ago, most of
the entrepreneur-doctors would open a clinic only to
have a place where they could work, nowadays there
are more and more entrepreneurs who see it from a
business perspective, with growth potential. It’s
premature to talk about a new model in the dental
industry, but there are clinics that aim at being part
of a complex organization, for sure.
Regarding the merge with MedLife, we are glad that
we can set an example in the dentistry market.

and great dental materials sets the extra value that
people are willing to pay. When it comes to our
health, choosing a low price treatment means, in
most of the cases, choosing a low quality treatment
with negative effects in time. And we never want
that.

Q: 2016 is forecasted to be the best year for
DENT ESTET since its founding (after having
reached over EUR 5 million). As part of a larger
company, is it easier or harder to grow?
Dr. Oana Taban: As I’ve mentioned before, we have
grown organically and we have the know-how and a
great management, administrative and medical team

Q: How do you think consumer spending will
evolve in the dentistry sector, in 2016?
Dr. Oana Taban: I think that the trend of investing
wisely and well informed will continue to grow. As I
declared before, the benefit of the economic crisis (if
we have to name one) is that people tend to do more
research and to choose premium treatments that can
offer the feeling of safety. The guaranty of a well
prepared medical team, of performing technology
130 Romanian Business Digest•2016

The guaranty of a well prepared medical
team, of performing technology and great
dental materials sets the extra value that
people are willing to pay.

to reach our objectives. What I can tell you is that we
will fulfill the promise of opening another dental
clinic by the end of this year and will also continue
the educational programs that we have launched
many years ago. From a general point of view, it’s
always easier to grow as part of a larger company, but
only if you have the same values and the same
business vision.

Q: What are the main opportunities and
challenges for your sector, in 2016?
Dr. Oana Taban: One of the main opportunities
comes from another segment of the market,
regarding dental management education. We will
focus on growing our Dental Office Management
School, and this fall will have our first educational
program outside Bucharest. There have been a lot of
requests lately from doctors and dental clinic owners
from all around Romania, and we have decided to
honor them by teaching in Sibiu. We will work a lot
to maintain our leading position not only on the
dental services sector, but also on the dental office
management market.

Q: Which are the latest trends in the dental
sector? What do consumers expect from the
healthcare system in 2016?
Dr. Oana Taban: There are a lot of trends in esthetic

dentistry, but the main focus is on creating materials
and technology that can offer natural, bio-esthetic
solutions. This means that more and more people
come in requesting a beautiful, bright smile, and
afterword they find out that they need other
treatments. The good thing is that their expectations
are higher and they tend to choose multidisciplinary
clinics, where every doctor is specialized in a different
dentistry branch. We were the first in Romania to
introduce this overspecialized American model and
we knew that this will be the future of dentistry
worldwide.

Q: From an executive point of view, taking into
consideration ‘the new business equation’,
what are the most important variables for the
dental sector, in Romania? What about for the
health sector?
Dr. Oana Taban: I think that the key for success, for
every dentist, is to focus on his or her career; to focus
on the relationship with the patients and on constantly
improving the treatment techniques by participating
all the time to trainings abroad. This is why a great
dentist and owner of a dental clinic who still practices
medicine should hire a specialized manager. A Dental
Office Manager, recruited from a non-medical team
most of the times, has the responsibility of taking care of
all the administrative aspects and growing the business.

DENT ESTET
27 Aviatorilor Ave., Bucharest
Phone: +40 744 602 020
office@dentestet.ro
www.dentestet.ro
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Turkish Businessmen, Strong
Interest in Cooperating with
Romanian SMEs
Interview with Nazmi Dogan, President of The Association
of the Turkish SMEs in Romania

Q: How do you describe the interest of the
Turkish companies for Romania in 2016?
Nazmi Dogan: The interest of the Turkish
companies for Romania could be described through a
figure: EUR 5.5 billion import-export. In 2016, the
Turkish companies are highly interested in tourism,
the fruits and vegetable market, the machinery
industry. We must not forget other important sectors
such as: textile, beverage, other technologies etc.

Q: How does the Turkish Government support
the Turkish SMEs and their businesses abroad
(for instance, in Romania)?
Nazmi Dogan: In Turkey, there is a special agency
named KOSGEB (specially designed to support Turkish
SMEs abroad), plus other local agencies for SMEs. We
have non-refundable funds, not to mention the banks
that have special products for supporting SMEs. Other
authorities involved in this sector are the Turkish
Export Agency and the Turkish Export Union. The
Turkish Government facilitates the participation of
the Turkish SMEs to the international exhibitions and
fairs, by paying participation costs, for example.

Q: For the Turkish capital, is Romania more
interesting in terms of greenfield investments
or in terms of cooperation with SMEs?
Nazmi Dogan: To this question, I feel the need to
answer with some examples: In Craiova, a huge plant
has already started operating and it is owned by ETI
holding. In Pitesti, there is a factory for door skin
production. Also, Arceli Holding has already
penetrated the Romanian market. Generally, Turkish

companies are interested in agriculture, machinery,
dairy products (cheese, milk, yogurt), spare parts for
the automotive industry. Also, shipping and transport
on the route Constanta – Istanbul represent an
important trade between the two countries.

Q: What sectors are the most interesting for the
Turkish companies that want to do business in
Romania in 2016 and beyond?
Nazmi Dogan: Approximately 7,000 Turkish
companies are operating for the time being in
Romania, but if I have to mention some of them, I
would say: Credit Europe Bank, Garanti Bank, Kanal D,
Ülker, ETI, Kastamonu Entegre, Erdemir Romania,
Ramada Majestic Bucharest, Marathon Group,
Peyman, Sirma, Efes Pilsen, Malt & Beverage Group,
Dogan Investment, Pakmaya, Romatermit, Mert-San,
Su Market, RO STAR, TBI Cotton, Praktiker,
HANU’ LUI MANUC, Blaxy Premium Resort, Uber
Group, EKTAM, Mr. Peter Company, Turkish Airlines,
Banvit, ARTIK, Algida, Lider Pan, GlassCorp, Mete
Mimarlik, Ena Farma etc.

Q: Can you make a brief presentation of the
most relevant Turkish companies that are
already doing business in Romania?
Nazmi Dogan: The Turkish capital is mainly
interested in cooperating with SMEs, due to the fact
that the SMEs sector represents the main activity in
Turkey (in Turkey, 65% of exports are done by SMEs).
The geographical position of the two countries
(almost neighbours) represents a big advantage for
high trade exchanges between our countries. Our
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Romania should become a producer, increase its
productivity, find its own potential, and focus on
collecting European funds as much as possible.
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association could be a bridge between the two
countries.

Q: How can the Turkish and Romanian
companies increase the commercial trade
between the two countries? What are the most
needed services and products for the Turkish
market (Romanian exports) and what are the
most needed goods and services on the Romanian
market that can be offered by Turkish companies?
Nazmi Dogan: The Romanian companies are
welcome to invest in sectors such as: construction,
textile, jewelry in Turkey. This is the case, as well, for
any kind of food, edible oils, fish, cereals (sunflower,
corn, wheat), huge construction services for highways,
electronics, modernization, design of hotels,
generators, cogeneration, energy-saving and energy
efficiency projects.

Q: In terms of business climate, what do you
want to see in Romania? What don’t you want to
see in Romania?

Nazmi Dogan: I want to see equality, loyal
competition, an increased number of SMEs, political
stability in terms of legislation, a fiscal relaxation for
the benefit of SMEs companies (and their employees,
as well), a decrease of unemployment, a higher rate of
European funds collection, schemes of state help. I
do not want to see much expansion of multinationals,
political instability, poor economic legislation, lack of
facilities for investors etc.

Q: From a businessman’s point of view and as
the President of The Association of the Turkish
SMEs in Romania, taking into consideration
‘the new business equation’, what are the most
important variables for 2016 and beyond in
Romania?
Nazmi Dogan: As I have mentioned before, I need
to see Romania does not remain a consumer country.
Romania should become a producer, increase its
productivity, find its own potential, and focus on
collecting European funds as much as possible.

The Association of the Turkish SMEs in Romania
50-52 Buzesti St., DBH Serviced Office
011015 Bucharest
Phone: +40 766 556 172
office@immturk.ro
www.immturk.ro
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WETEX 2016 – Unique Platform
for Romanian Companies to
Grow Their Business
Interview with HE Saeed Mohammed Al Tayer, MD & CEO, DEWA,
President and Founder of WETEX

Q: What is WETEX? What opportunities does
WETEX offer for companies to operate in UAE
market?
HE Saeed Mohammed Al Tayer: The Water, Energy,
Technology and Environment Exhibition (WETEX
2016) is the specialised exhibition for everyone involved
in buying, selling, and developing electricity, water,
environment, oil & gas, alternative energy and other
related solutions. The exhibition also supports
production by displaying various products and services,
and offering ideal marketing opportunities for exhibitors
to focus attention on quality and sustainability. WETEX
2016 provides great opportunities for exhibitors and
consumers, as Dubai is a global hub for trade, finance,
tourism and green economy that attracts businessmen
and experts from around the world.
WETEX features a range of green initiatives, which
Dubai Electricity and Water Authority (DEWA) and
other organisations are committed to. It is part of
Green Week, which has a series of events and activities
to spread the message of sustainability. In support of
the Green Economy for Sustainable Development
initiative, which focuses on the promotion and
development of green technologies, Green Week offers
a great opportunity to demonstrate Dubai’s
commitment to the protection of natural resources.
WETEX 2016 will be held in conjunction with the
World Green Economy Summit (WGES) 2016 as well
as the first Dubai Solar Show. Dubai Solar Show is
dedicated to bringing the latest solar innovations and
showing the largest solar projects in region.
Perhaps our most significant milestone to date has been
the announcement by DEWA, under the umbrella of

the Dubai Supreme Council of Energy, of the
Mohammed bin Rashid Al Maktoum Solar Park. This
Park will feature a range of solar energy technologies,
including photovoltaic and concentrated solar power
systems, in support of the Dubai Clean Energy Strategy
to provide 5,000 MW for Dubai by 2030 and increase
the share of clean energy to 75% by 2050.
WETEX will show the latest technologies and solutions in
water, energy, environment sustainability, oil and gas and
other related sectors. It highlights innovative solutions in
electricity generation using nuclear power and renewable
energy. It also discusses issues like efficient and reliable
smart grids, and everything related to water technologies,
including desalination, management of water resources,
energy solutions, environmental conservation, waste
management, green buildings and solutions to reduce
carbon dioxide emissions.
Romanian companies will have the opportunity at
WETEX to show their products, technologies, and
solutions related to energy and water efficiency, as well
as residential and commercial green-building solutions
at SmarTech. This is a platform for companies to
promote their eco-friendly technologies, products, and
services. SmarTech is supported by major international
companies, leading manufacturers, businessmen,
distributors, and retailers from around the world.
Romanian companies developing green technologies
will find ample opportunities at WETEX to boost their
sales as the event is a perfect venue in the Middle East
to display best eco-friendly practices.

Q: What types of projects or services are of
interest to the local market?
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WETEX will show the latest technologies and
solutions in water, energy, environment
sustainability, oil and gas and other related
sectors.
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HE Saeed Mohammed Al Tayer: In energy
technologies, WETEX has on display the latest tools
and equipment, including turbines, compressors,
motors and power generators, as well as air
conditioners, cleaning equipment, air purification,
batteries, high-voltage cables and multiple types of
cables; wiring technologies, calibration measurement
equipment, manufacturing protection systems,
centrifuge machinery, communication systems’
equipment, industrial and residential control systems,
safety equipment, refrigeration and heating, diesel
engines, fire-fighting and safety systems.
In the water sector, WETEX 2016 covers water
treatment, desalination plants, pipes of all kinds,
coolers and heaters, and related products and solutions.
It also features tools, equipment and accessories
dedicated to digging technologies, pumps, valves and
tools to ease pressure and others.
WETEX also shows the latest advances in irrigation
systems, and agricultural, horticultural and water
extraction equipment. On display at the show also will
be products for detecting and treating water leakages,
reservoir lining and various materials used in the water
sector and water transportation, display transducers,
control electronic systems in the energy sector, corrosion
equipment, home appliances such as refrigerators, air
conditioners, dishwashers, ovens, TVs, computers, light
fittings, wiring switches and energy-saving products.
As oil and gas sectors are key areas, WETEX has brought
under its umbrella the Oil and Gas sector. The importance
of this is reflected in the need for techniques, strategies,
tools and equipment to reduce production costs.
WETEX features information technology services,
drilling wells technology and geological exploration
equipment, global positioning systems, construction
and operation of oil fields, exploration techniques,
production and refining.

Q: Why would it be important for a Romanian
company to participate in WETEX?
HE Saeed Mohammed Al Tayer: WETEX provides
an ideal platform for exhibitors and participants. We
have increased the exhibition area significantly and
added innovative services for exhibitors and visitors, as
we pursue our goal to be one of the leading specialised
exhibitions in the world.

Romanian companies, like many others around the
world, should always stay up to date with the latest
technologies in vital sectors such as the energy and
water. It also offers them a platform to create mutual
benefit collaborations with exhibitors and trade visitors
alike.
WETEX highlights major global topics and priorities of
various countries in environmental sustainability, at a
time reducing pollution requires collaborative efforts.
Each country’s contribution is vital for this global
effort. WETEX promotes environmental sustainability
and supports green economy globally. Growing in
stature year after year, the exhibition attracts specialists,
exhibitors, participants, governments, and experts.

Q: With whom can the representatives of
Romanian companies at WETEX expect to meet?
HE Saeed Mohammed Al Tayer: Representatives
from Romanian companies will be able to interact with
visitors and exhibitors from countries like Saudi Arabia,
the USA, the UK, China, Italy, France, Korea, India,
Malaysia, Taiwan, Spain, Turkey, Iran, and the UAE,
and many others. Official delegations from the UAE
and the rest of the world also visit WETEX every year.
These delegations seek to explore collaboration with
global players in energy, water and environment.
WETEX represents an excellent learning opportunity
as well, with top experts from around the globe giving
presentations on a range of topics at WETEX’s
seminars, on energy, water, environment and
sustainable development issues.

Q: If we find partners or have a business idea in
UAE, what should we do? What are the first steps?
HE Saeed Mohammed Al Tayer: The ideal way is to
take part in WETEX, where your business idea would
be exposed to thousands of visitors. WETEX 2014
attracted 22,602 visitors and WETEX 2015 saw 23,325
trade visitors. This gives an idea on the enormous
number of buyers and investors that come to WETEX
exploring partnership opportunities and seeking to
expand presence in the UAE.
Moreover, companies that sponsor WETEX will be part
of the global media campaign held annually, where their
solutions will gain attention from influential
stakeholders from the industry sector they specialise in.
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