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EDITORIAL

By the Romanian Business Digest team

Mastering the Fourth 
Industrial Revolution

‘’Wars come and go but my soldiers stay 
eternal’’ is one of the most remembered 
quotes of the former rapper Tupac Shakur, 
who was well known for advocating 
political, economic, social and racial 
equality for most of his only 25-year-old 
life, 9 of them dedicated to rap. His career 
was launched by the hip hop group Digital 
Underground, a quite unique music band 
due to the fact that their personnel 
changed and rotated with each album and 
tour. They chose to include ‘’digital’’ in the 
band’s name more than 30 years ago, in 
1987, the same year when the word GIF - 
defining the format for the compression 
and storage of visual digital information, 
entered the Merriam-Webster dictionary. 
Just five years before HP launched a 
supercomputer weighting 154 kilograms 
with a 401-megabyte hard-disk (about 5% 
of the storage capacity of the cheapest 
mobile phone now). The hard-disk alone 
cost 21.000 US dollars. It was the eve of 
the third industrial revolution, or the 
digital revolution. 

It was a grave mistake for more than half of 
the 2000’s most successful Fortune 500 
companies in the world to consider they 
will remain eternal (as revolutions come 
and go) by ignoring the digital revolution, 
also known as today as the waiting room of 
the fourth industrial revolution. According 
to Accenture’s CEO, Pierre Nanterme 
‘’digital is the main reason just over half of 
the companies on the Fortune 500 have 
disappeared since the year 2000’’. Other 
companies have replaced them: Apple, 
Amazon, Alphabet - formerly known as 

Google. It would be a mistake not to also 
mention companies like Airbnb (that never 
built a hotel) or Uber (that didn’t own its 
own cars) who were able to disrupt the 
highly competitive industries they entered.

And there are many more companies who 
are going to change the supply and demand 
in many more industries by doing one 
simple thing: using the fourth industrial 
revolution tools like the Internet of all 
things and Artificial Intelligence. They 
basically connect and turn existing lucrative 
assets which are under-utilised, such as 
apartments, cars, food production 
capacities or free-time. Their ascensions 
outline one firm aspect: there is no such 
thing as a company big enough which is 
prepared for a highly creative challenge.

While the 2009 (2008?) Great Global 
Recession and its aftermath was 
extraordinary in many ways, the birth and 
rise of highly creative companies is not one 
of them. The economy has been changing 
in ways which are difficult to detect and 
measure in real time, bringing two very 
challenging tasks for companies – avoiding 
moving too fast and needlessly shortening 
their expansions and avoiding moving too 
slowly and risking failure or even extinction. 

In this context, in 2018, Romanian Business 
Digest aims not just to decode the Fourth 
Industrial Revolution, but to reveal precious 
tools which will help you master it. When 
reading Romanian Business Digest, you will 
find valuable insights from highly respected 
CEOs who will reveal the impact of the 

Fourth Industrial Revolution: on businesses 
(how the innovation, based on a mix of 
technologies, changes behaviours and even 
cultures), on administration (as the 
governments no longer have a large amount 
of time to study the effects of their 
decisions) and most of all, on people.

Are we going to lose our jobs? Are we going 
to be replaced by robots? As long as the 
Industrial Revolution 4.0 creates new roles 
for individuals who were previously 
excluded from the workforce, the effects 
will be less dramatic than expected. And it 
does. Mexico, for instance, does this by 
Constitutionally recognising the right of 
access for its people to a broadband 
connection. The technology is here for 
everybody (for how many people the 
smartphone is the first and only computer 
they have????) and technology is the one 
which upgrades processes to be safer and 
services to be more reliable. Mass 
customisation and less expensive 
automatization come with lower 
production costs, which will finally drive 
new forms of manufactured products, 
produced by more competitive factories. 
Basic economics have taught us that there 
are only four production factors: the land, 
the capital, the work and the technological 
progress. The Fourth Industrial Revolution 
makes room for the fifth: the talent (which 
comes with human intuition).

You’ll find in the Romanian Business 
Digest the latest World Bank outlook 
centred on the adoption of new blockchain 
technologies. This will provide a clear 
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outline of the Romanian manufacturing 
competitiveness in the context of Industry 
4.0 and a clear image of how the emergence 
of cryptocurrencies and blockchain 
technologies facilitate peer-to-peer 
commerce. Some of the leaders we have 
questioned also express their view on 
facing or fearing Artificial Intelligence. 
While the present and future of banking is 
digital, the digital transformation is yet to 
turn our results for the retail industry. As 
the insurance industry suggests, 
customers’ lifestyle is changing as new 
technologies and Internet of (all) Things 
are becoming more and more a part of 
daily life. Old jobs are being replaced by 
new ones such as customer experience 
designer, change leader, digital marketer, 
service design thinking specialist or data 

miner, while all industries target people 
who are digital natives, in order to develop 
new sales and communication channels. 
Many of the CEOs we have interviewed 
define the most important driver in 
leadership as the capability to add value to 
and through people to benefit your 
business and your customers.

‘’Wars come and go but my soldiers stay 
eternal’’ might sound a little bit obsolete in 
2018 but, as our special guests interviewed 
in Romanian Business Digest show, the 
fifth productivity factor (the talent) should 
be accompanied by self-leadership as the 
first step towards great leadership. 

To conclude, we would like to be able to 
tell you where the Fourth Industrial 

Revolution is taking us, but the most 
sincere answer is: we don’t know. What we 
do know for sure, as history suggests, is 
that we are heading towards a new 
environment, with mixed opportunities 
and challenges. Every single one of the 
previous industrial revolutions 
dramatically raised the worldwide 
standard of living, improving life and 
bringing huge benefits for consumers, 
while technology facilitated the invention 
of new services. Perhaps our most unique 
selling point is being able to provide 
valuable skills directly from the highly 
respected CEOs we have interviewed. 
Revolutions come and go but experiences 
stay eternal, while leaders must know that 
nothing is ever in the way. Everything is 
always on the way.

„The Fourth Industrial Revolution, 
will change not only what we do but  

also who we are.“
Klaus Schwab is Founder and Executive Chairman of the World Economic Forum
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Romania - Systematic Country Diagnostic

From Uneven Growth to
Inclusive Development

EXECUTIVE SUMMARY 
Romania’s transformation has been “a tale 
of two Romanias”—one urban, dynamic, 
and integrated with the EU; the other rural, 
poor, and isolated. The reforms spurred by 
EU accession boosted productivity and 
integrated Romania into the EU economic 
space. GDP per capita rose from 30 percent 
of the EU average in 1995 to 59 percent in 
2016. Today, more than 70 percent of the 
country’s exports go to the EU, and their 
technological complexity is increasing 
rapidly. Yet Romania remains the country 
in the EU with by far the largest share of 
poor people, with more than a quarter of 
the population living on less than $5.50 a 
day. There are widening disparities in 
economic opportunity and poverty, across 
regions and between urban and rural areas. 
While Bucharest has exceeded the EU 
average income per capita, and many 
secondary cities are becoming hubs of 
prosperity and innovation, Romania 
remains one of the least urbanized countries 
in the EU. Access to public services remains 
constrained for many citizens, particularly 
in rural areas, and there is a large 
infrastructure gap. This is a drag on the 
international competitiveness of the more 
dynamic Romania; and it limits economic 
opportunities for the other Romania in 
lagging and rural areas.

An oscillating approach to reforms lies at 
the root of Romania’s lack of shared 

By World Bank

prosperity. Economic growth since 1990 
has been among the most volatile in the 
EU, largely because of the hesitant 
approach to structural reforms, with 
periods of enthusiasm alternating with 
periods of stagnation and even reform 
reversal. Growth often had a narrow base, 
and was driven by consumption. Weak 
commitment to fiscal discipline frequently 
led to macroeconomic imbalances that 
required sharp subsequent corrections. 
Moreover, owing to poorly targeted social 
safety nets, the cost of the adjustments 
was disproportionately borne by the most 
vulnerable people. As a result, poverty 
rates have remained distinctively high 
given Romania’s income level, and social 
disparities have continued to widen.

Institutional challenges must be addressed 
to bridge the gap between the two 
Romanias. Growth is constrained by weak 
commitment to policy implementation, 
creating a poor business environment and 
the misallocation of resources to politically 
connected firms. Equal opportunities are 
constrained by weak local service delivery 
and an inability to ensure sufficient local 
funding because of patronage-based 
politics. Resilience to natural disasters and 
climate change is constrained by lack of 
coordination between central and local 
authorities. As argued in this report, 
Romania has no choice but to address 
these institutional challenges if it is to 

sustain the impressive growth performance 
of recent years, share prosperity among all 
its citizens, and improve its resilience to 
natural hazards.

Sustaining growth
Sustained growth depends on increasing 
the quantity and quality of labor and 
capital, as well as on improving economic 
efficiency. After witnessing a sharp output 
collapse following the global financial 
crisis, in recent years Romania has become 
one of the fastest growing economies in 
Europe. Yet, the quality of growth has 
deteriorated, with labor productivity 
growth slowing from 8.5 percent on 
average before the crisis to an annual 
average of about 2.5 percent after the 
crisis—the largest drop in Central Europe. 
To sustain growth in the medium term 
and keep converging with the living 
standards of Europe, Romania needs to 
revamp the drivers of growth, with more 
and better labor, better capital investment, 
and more efficient allocation of resources. 

Labor force participation is too low to 
mitigate the effects of aging and 
emigration. Between 2000 and 2017, 
Romania’s population fell from 22.8 to 
19.6 million, and is expected to continue 
falling. With an estimated 3 to 5 million 
Romanians living and working abroad, in 
2010 Romania ranked as the tenth main 
country of origin of migration flows in the 
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Romania’s transformation has been “a tale of 
two Romanias”– one urban, dynamic, and 

integrated with the EU; 
the other rural, poor, and isolated.

G20, with highly educated emigrants 
accounting for 26.6 percent of the total. 
The shrinking quantity of labor is not 
compensated for by greater labor force 
participation, which—with an overall rate 
of 68.8 percent and 60.2 percent for 
women in 2017—is one of the lowest in 
the EU. 

The skills of the workforce are inadequate 
for the needs of a modern economy. Over 
the last two decades, Romania’s economy 

has become increasingly sophisticated, 
with its exports switching from labor-
intensive, low-technology sectors to more 
advanced sectors like automotive, 
machinery, and electronic equipment. The 
skills of the workforce are struggling to 
keep up with the needs of a more 
sophisticated economy. Tertiary education 
attainment, at 25.6 percent in 2016, is the 
lowest in the EU, and Romania lags in the 
number of graduates in STEM disciplines. 
Skills shortages are also reported in skilled 

manual occupations, partially reflecting 
the low development of vocational 
training, and key socio-emotional skills are 
found to be particularly lacking.

Private investment has remained at fairly 
high levels, but a shallow financial sector 
limits the availability of long-term finance. 
Romania invested, on average, 25 percent 
of GDP between 2000 and 2016, mostly in 
manufacturing and non-residential 
construction, with private sector 
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investment accounting for more than 75 
percent of the total. However, foreign 
direct investment (FDI) inflows—a 
conduit for the transfer of capital, access to 
modern technologies, competition, and 
better managerial skills—remain below 
pre-crisis levels. The banking sector is the 
main financial intermediary, but bank 
loans to private enterprises amount to a 
meagre 12.7 percent of GDP. Overall, a 
shallow and bank-centric financial sector 
limits the availability of long-term finance 
for investment. 

Public investment has not played a 
supportive role because of institutional 
weaknesses. Romania ranks 102nd out of 
137 countries in the quality of its transport 
infrastructure, according to the World 
Economic Forum’s Global Competitiveness 
Report 2017–2018. Clearly, high levels of 
public investment, boosted by the large 
influx of EU funds since EU accession in 
2007, have not yielded the expected results 
in terms of quality and quantity of 
transport infrastructure. Insufficient 
institutional coordination, ineffective 
policy implementation and monitoring, 
politicization of decision making, poor 
human resources policies in public 
administration, and delays in 
implementing results-based budgeting 
have contributed to weak public 
investment performance.

An unpredictable business environment 
and the large presence of state-owned 
enterprises (SOEs) in the economy 
undermine the efficient allocation of 
resources. Key factors behind the 
slowdown in productivity since 2008 
include access to credit and red tape. The 
unpredictability of the business 
environment—a direct consequence of 
institutional failures—is a significant 
challenge to business operations. For 
example, in recent years, businesses were 
faced with many fiscal measures 
introduced, and then reversed, which 
severely impacted their ability to plan 
operations, including investments. 

According to the European Investment 
Bank (EIB) investment survey 2016, 
“political and regulatory climate” was the 
top factor negatively impacting firms’ 
ability to carry out planned investment for 
47 percent of Romanian firms. Poor 
corporate governance of SOEs is another 
source of inefficiency, dragging down 
aggregate productivity both directly in the 
sectors where SOEs are active, and 
indirectly through the inefficient provision 
of inputs to other sectors of the economy.

Sharing prosperity
Romania’s prosperity is not equally shared, 
as the bottom 40 is largely disconnected 
from the drivers of growth. Close to half of 
the people at the bottom 40 percent of the 
income distribution do not work, and 
another 28 percent remain engaged in 
subsistence agriculture. Improvements in 
income before the crisis were driven by a 
large-scale labor reallocation from 
agriculture to low-skilled sectors, but 
those gains were reversed as the same 
sectors shed large numbers of jobs during 
the crisis. Poverty is highly concentrated in 
rural areas, where the labor force is highly 
unskilled and where there are few 
opportunities. Low internal mobility 
further reinforces Romania’s dual 
development challenge—less than 2 
percent of the population reports having 
moved in the past five years, implying that 
structural constraints inhibit internal 
mobility toward economic opportunities. 
Lack of institutional commitments to 
long-term policies—and an inability to 
ensure sufficient local funding as a result 
of patronage-based politics—are at the 
core of slow and uneven progress in 
meeting the human capital challenges. 
They also inhibit other reforms that could 
alleviate structural constraints to job 
growth and improve the effectiveness of 
the social protection system. 

Inequality in opportunities persists, 
holding up transitions to more productive 
jobs and widening the human capital gap. 
Forty percent of 15-year-old Romanian 

students are functionally illiterate; and 
early school-leaving—at 18.5 percent—is 
one of the highest in the EU. The health 
care system is overregulated, creating 
barriers in access to services, and a weak 
primary care system disproportionately 
affects the poor and vulnerable. The 
challenge is particularly severe for the 
Roma people, who have a 28 percent 
employment rate and a staggeringly high 
poverty rate of 70 percent. Maintaining a 
focus on equal opportunities, targeting 
efforts to reach marginalized communities, 
and enhancing mobility through 
infrastructure investments can 
substantially increase the potential for 
agglomeration and more effectively reduce 
regional disparities. 

Improvements in the labor market have 
been slow, constraining productive 
employment. A broader labor shortage 
exists amid the low labor force participation 
of key demographic groups. Existing labor 
market and family policies reinforce the 
low participation rate of women, as strong 
gender norms continue to place the 
burden of child and elderly care on 
women. And a large share of the workforce 
is trapped in low-productivity agricultural 
and other informal activities, leading to 
the underutilization and misallocation of 
labor. Reducing rural poverty requires 
tackling the large agricultural productivity 
gap caused by fragmented farm structures 
and low access to credit and extension 
services. Meanwhile, relatively few in the 
bottom 40 hold formal jobs that would 
benefit from minimum wage increases, 
but the potential cost of the policy could 
be high if it is not accompanied by 
corresponding increases in labor 
productivity. 

Equity requires a robust social safety net 
for those falling behind and high-quality 
public services for all. Social spending is 
the second-lowest in the EU, at 14.4 
percent of GDP. It is also inefficient and 
increasingly skewed toward pensions. This 
makes it less effective at reaching the 
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Labor force participation is too low to mitigate 
the effects of aging and emigration. 

people most in need, as pension coverage 
among the rural poor is low and falling. 
The provision of social services that 
involve social protection, employment, 
education, and healthcare is fragmented 
and sparse, especially in rural areas where 
the need is the greatest. Formalizing 
property rights could provide the 
foundation for boosting private sector 
activities, including the development of 
agribusinesses, and could promote spatial 
development and public infrastructure. 
Improving access to public services 
remains an urgent priority, as 22 percent 
of the population still lack access to 
potable water and 32 percent live without 
a flush toilet. Most of the gap is in rural 
areas. 

Improving resilience 
Natural hazards pose a great challenge to the 
Romanian economy and disproportionately 
affect the poor. Romania stands out for its 
vulnerability to risks from earthquakes, 
floods, and droughts, the latter two 
intensified by climate change. These 
disaster risks disproportionately affect 
poorer counties. The potential damage to 
natural, physical, and human assets can 
curtail economic growth, jeopardize fiscal 
sustainability, and negatively affect the 
well-being of Romania’s population. 
Improving resilience to natural disasters 
will require institutional efforts on disaster 
preparedness and risk reduction, and the 
mainstreaming of climate change in policy 
considerations.

Strengthening institutions
Despite progress, particularly in judicial 
anti-corruption work, fundamental 
institutions remain weak and constrain 
progress in inclusive growth. Reforms 
stemming from the EU accession process 
have not resulted in transformative 
institutional improvements. Past top-
down efforts have not alleviated deeper 
systemic problems, as corruption is a 
consequence of deep-rooted systemic 
deficiencies in state behavior and in state–
society interactions. 

Functional challenges hinder inclusive 
growth and resilience. The public sector 
struggles to credibly commit to reforms 
and policy implementation, which creates 
a difficult environment for firms. This is 
evidenced by the frequent use of 
“emergency ordinances” and frequent 
changes to fiscal legislation. Weak 
commitment to deliver on long-term 
objectives undermines service delivery 
and equality of opportunity. Fragmentation 
of sectoral responsibilities has led to poor 
inter-sectoral coordination and diffuse 
accountability, further limited by poor 
access to information. The most notable 
example of weak coordination is found in 
deep inefficiencies in public spending and 
bottlenecks in the absorption of EU funds. 
Corruption undermines cooperation and 
trust in the state, leading to citizen 
disengagement. 

Underlying power asymmetries cause 
corruption and poor governance. The 
causes of these challenges can be traced 
back to state capture by vested interests 
and a pervasive clientelism that leads to 
resource misallocation—as seen in public 
procurement contracts—and that limits 
innovation. Clientelism and patronage in 
the civil service undermine public sector 
capacity. The civil service remains highly 
politicized, while the non-meritocratic 
system leads to a lack of trust and weakens 
the innovation ecosystem. 

Given the complex governance challenges, 
increasing transparency to enhance 
accountability would be an important step 
to improve implementation capacity and 
oversight. Developing a management 
framework for public investment for both 
budgetary and EU funds could significantly 
improve the predictability of fiscal policies 
and public investment efficiency. Further, 
reducing bureaucratic requirements could 
help shift anticorruption efforts toward 
prevention and return trust in the state. 
Reforming the civil service by depoliticizing 
public administration and creating 
professional senior management would 

reduce the bottlenecks in decision making.

The key lesson from this diagnostic is that 
despite impressive economic growth, 
achieving shared prosperity and 
sustainable welfare improvements will 
remain a distant reality if Romania does 
not address its governance challenges. 
Identifying governance failures as the 
binding development constraint sheds 
light on why economic growth continues 
to be volatile and noninclusive. Concerted 
efforts are needed to enhance commitment 
to long-term policy goals, while future 
policies need to acknowledge and address 
the underlying institutional challenges. 
Resolving these will be a long and difficult 
process, but the potential rewards will be 
high. This would also help Romania 
counter the consequences of a shrinking 
and aging population, and allow those at 
the bottom to contribute more actively to 
economic growth, which could trigger a 
virtuous cycle of inclusive growth and 
development.

Reform priorities for inclusive 
growth
This Systematic Country Diagnostic (SCD) 
proposes a number of development 
priorities for Romania that will help 
enhance equity and shared prosperity. Four 
broad areas of priority are identified: (i) 
increase the effectiveness and efficiency of 
the state in public service delivery; (ii) 
catalyze private sector growth and 
competitiveness; (iii) ensure equal 
opportunities for all; and (iv) build 
resilience for sustainable growth. The 
governance priorities are considered as 
prerequisites, whereas the other three 
areas proposed are intended to be 
complementary and mutually supportive. 
The complete list of priorities is very long, 
as difficult challenges remain in many key 
areas. Priorities are identified based on 
their potential for reducing poverty, 
boosting shared prosperity, and advancing 
toward the goal. A table with a detailed list 
of priorities is presented in Chapter 6. 
These priorities will inform the World 
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Bank Group’s engagement in Romania for 
the period 2019–2023. 

A TALE OF TWO 
ROMANIAS
Romania’s transformation has been a tale of 
two Romanias: one urban, dynamic, and 
integrated with the EU; the other rural, 
poor, and isolated. Reforms spurred by EU 
accession boosted productivity and 
integrated Romania into the EU economic 
space. GDP per capita rose from 30 percent 
of the EU average in 1995 to 59 percent in 
2016. Today, more than 70 percent of the 
country’s exports go to the EU, and their 
technological complexity is increasing 
rapidly. Internet speed is among the fastest 
in the world and the gross value added of 
the information and communications 
technology (ICT) sector in GDP, at 5.9 
percent in 2016, is among the highest in the 
EU. Yet Romania remains the country in 
the Union with by far the largest share of 
poor people, when measured by the $5.50 
per day poverty line (2011 purchasing 
power parity) (Figure 1). More than a 
quarter of the population—26 percent in 
2015—lives on less than $5.50 a day. This is 
more than double the rate for Bulgaria (12 
percent). There are widening disparities in 
economic opportunity and poverty across 
regions and between urban and rural areas. 
While Bucharest has already exceeded the 
EU average income per capita and many 
secondary cities are becoming hubs of 
prosperity and innovation, Romania 
remains one of the least urbanized countries 
in the EU, with only 55 percent of people 
living in cities. Overall, access to public 
services remains constrained for many 
citizens, particularly in rural areas, and 
there is a large infrastructure gap, which is a 
drag on the international competitiveness 
of the more dynamic Romania and limits 
economic opportunities for the other 
Romania in lagging and rural areas. 

Romania’s dual development is a 
manifestation of a lack of shared prosperity 
and the result of institutional failures, 
which lie at the root of the volatile and not 

sufficiently inclusive growth of the past 
three decades. Economic growth since 
1990 has been among the most volatile in 
the EU, largely as a result of the hesitant 
approach to structural reforms, with 
periods of enthusiasm alternating with 
periods of stagnation and even reform 
reversal. Growth often had a narrow base 
and was driven by consumption. Weak 
commitment to fiscal discipline frequently 
led to macroeconomic imbalances that 
required sharp subsequent corrections. 
Moreover, owing to poorly targeted social 
safety nets, the cost of the adjustments 
was disproportionately borne by the most 
vulnerable. As a result, poverty rates have 
remained distinctively high for Romania’s 
income level, and social disparities have 
been widening. 

In the first phase of transition, institutional 
legacies from the old order led to a late start 
of reforms, while the opening of the economy 
led to a large contraction in output and 
rapidly increasing inequality. In the early 
1990s, prices were liberalized and the legal 

framework for private property and a 
market-based economy was established. 
Often guided by the desire to protect 
powerful vested interests, the authorities 
tried to preserve employment in the state-
owned enterprise (SOE) sector and in the 
public administration, hampering the 
development of private enterprise and the 
reallocation of labor to more productive 
jobs. Consequently, real wages declined as 
productivity stagnated and inflation surged. 
Voucher-based mass privatization was 
launched in 1995, with limited success. The 
adoption of an early retirement program in 
1994 led to a significant drop in 
employment. Low job creation led to long-
term unemployment, with ensuing high 
external migration, and agriculture became 
the employer of last resort. Income 
disparities deteriorated rapidly, and the 
Gini inequality index increased from 0.2 to 
0.3 in a decade. 

The run-up to EU accession in 2007 
provided an anchor for institutional 
transformation, but growth remained 

Figure 1. Romania is by far the poorest country in the EU
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While Bucharest has already exceeded the EU 
average income per capita and many secondary 

cities are becoming hubs of prosperity and 
innovation, Romania remains one of the least 

urbanized countries in the EU.
Figure 2. Output contracted significantly in 2009 and recovery has been slow

Figure 3. Poverty rates have not reverted to pre-crisis levels and inequality 
remains entrenched
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uneven and inequality continued to 
worsen. Romania was invited to open 
negotiations with the EU in December 
1999. Until Romania joined in January 
2007, EU accession remained an anchor 
for reforms, providing momentum for the 
privatization and restructuring of SOEs 
and for regulatory and judiciary reforms. 
Output gradually recovered, and until 
2008 the country enjoyed high but volatile 
growth. Productivity increased as foreign 
direct investment (FDI) began to come 
into the manufacturing sector, bringing 
new technologies, modern processes, and 
access to external markets. Unemployment 
was on a declining trend, but youth and 
long-term unemployment remained 
elevated. Skills and labor shortages became 
increasingly widespread. High inactivity 
persisted stubbornly, particularly among 
women. Gains in labor force participation 
were modest overall. While there were 
important improvements in the well-being 
of the population, stark differences 
remained across social groups and regions 
of the country, and between urban and 
rural areas. Inequality increased further, as 
large categories of people—the Roma in 
particular—continued to be excluded 
from the benefits of growth. 

Although output has recovered since 2008, 
institutional shortcomings have 
compounded the effects of the crisis, 
contributing to significant setbacks in 
poverty reduction, and are again leading to 
macroeconomic imbalances. In the run-up 
to the 2008 crisis, pro-cyclical fiscal 
policies and sizeable capital inflows caused 
widening macroeconomic imbalances, 
leading to a 7.1 percent contraction in 
GDP in 2009 (Figure 2). This caused large-
scale job losses, with many of the poor 
falling back on agriculture as a means of 
last resort. The construction sector, which 
contributed significantly to job growth 
before the crisis, was hit particularly hard, 
and job creation in low-skilled sectors has 
been modest since then. Fiscal 
consolidation during 2009–2015 has 
helped place economic growth on a strong 
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footing. However, lack of commitment and 
underfunding for the delivery of public 
services and poor targeting of social 
programs have contributed to the negative 
income growth of the bottom 40 percent of 
the income distribution (the so-called 
bottom 40) in 2009–2015, with poverty 
remaining above pre-crisis levels, and 
inequality still among the highest in the EU 
(Figure 3). Furthermore, since 2016, a 
wavering commitment to fiscal discipline 
has led to widening macroeconomic 
imbalances, again exposing Romania to the 
risks of future shocks.
 
The process of institutional convergence 
with the EU remains incomplete, and the 
poor functioning of institutions is at the 
root of Romania’s dual development. EU 
accession led to substantial de jure reforms, 
which were often subsequently reversed 
or weakly implemented. As a result, 
Romania still performs below European 
averages in many key areas of governance, 
including government effectiveness, voice 
and accountability, regulatory quality, and 
political stability. While important steps 
have been taken to address corruption, 
citizens still perceive it as high and 
widespread. An incomplete institutional 
transition and high political volatility over 
the past 25 years have reduced the trust in 
the state, effectively undermining the 
social contract. This has limited the 
government’s ability to implement 
important public policies to boost the 
economy’s growth potential, create equal 
opportunities and jobs for all citizens, and 
improve the country’s resilience to natural 
disasters.

Governance challenges must be addressed 
to bridge the gap between the two 
Romanias and converge with the high-
income EU. Growth is constrained by 
weak commitment to policy 
implementation, creating a poor business 
environment and the misallocation of 
resources to politically connected firms. 
Equal opportunities for the poor and 
bottom 40 are constrained by weak local 

service delivery and an inability to ensure 
sufficient local funding because of 
patronage-based politics. Resilience to 
natural disasters and climate change is 
constrained by a lack of coordination 
between central and local authorities. As 
will be illustrated in the coming chapters, 
Romania has no choice but to address 
these challenges if it is to achieve 
sustainable and inclusive growth.

SETTING PRIORITIES 
FOR SUSTAINABLE AND 
INCLUSIVE GROWTH

A. Identification of priorities
Romania achieved an impressive reduction 
in poverty in the years leading up to the 
financial crisis, but progress has been slow 
since then, and a substantial welfare gap 
remains between the two Romanias. The 
past three decades in Romania have seen 
the consolidation of democratic 
institutions and an unprecedented 
increase in income per capita. The most 
dynamic firms and individuals have fully 
benefited from being part of the EU, with 
Bucharest and a handful of secondary 
cities becoming vibrant urban centers 
with growing populations and incomes. 
Yet vast segments of the population have 
been left behind and are unable to take 
advantage of opportunities. 

Institutional challenges that are holding up 
structural reforms need to be addressed to 
unlock sustainable and inclusive growth. 
Weak commitment to policy 
implementation and influential vested 
interests help create an unfavorable 
business environment, holding back 
productive investment, both public and 
private, stunting innovation, and causing 
misallocation of resources. Lack of 
planning and poor horizontal and vertical 
coordination within government lead to 
weak local service delivery, constraining 
equal opportunities for the bottom 40. 
Finally, resilience to natural disasters and 
climate change, to which Romania is 
particularly exposed, is constrained by lack 

of coordination between central and local 
authorities.

The key lesson from this diagnostic is that, 
despite impressive economic growth, 
achieving shared prosperity and 
sustainable welfare improvements will 
remain a distant reality if Romania does 
not address its governance challenges. The 
identification of governance failures as the 
most binding development constraint 
sheds light on why economic growth 
continues to be volatile and non-inclusive. 
Concerted efforts are needed to enhance 
commitment to long-term policy goals, 
while future policies need to acknowledge 
and target the underlying institutional 
challenges. Resolving these will be a long 
and difficult process, but the potential 
rewards will be high. This would also help 
Romania counter the consequences of a 
shrinking and aging population, and allow 
those at the bottom to contribute more 
actively to economic growth—which 
could trigger a virtuous cycle of inclusive 
growth and development. 

Following the diagnostic in previous 
chapters and extensive consultations with 
various stakeholders, this SCD proposes a 
number of development priorities for 
Romania that will help enhance equity and 
shared prosperity. The list of priorities is 
very long, as difficult challenges remain in 
many key areas. Priorities are assessed 
based on two criteria: (i) their potential 
impact on reducing poverty and boosting 
shared prosperity; and (ii) how critical they 
are to addressing the constraints that keep 
Romania from advancing toward its goals. 
The reforms that address the most binding 
constraints —and represent higher order 
priorities in terms of their relevance—are 
noted as being highly critical. Also, 
priorities receive higher ratings if they are 
important for the sequencing of reforms 
and for helping to resolve other constraints. 
While not a consideration for the 
prioritization itself, the time horizon for 
the impact to materialize is also indicated 
in the last column. 
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PRIORITY EXPECTED 
IMPACT CRITICALITY TIME 

HORIZON
INCREASING THE EFFECTIVENESS AND EFFICIENCY OF THE STATE IN PUBLIC SERVICE DELIVERY 

Increase transparency and access to information to 
enable collective action and enhance accountability.

Increase trust in institutions and coop-
eration of citizens to contribute to the 

financing of the provision of public 
goods

High Medium term

Develop a management framework for public investment 
for budgetary and EU funds.

Improve efficiency of public spending, 
provide adequate supply of infrastruc-

ture and public services across the 
country

High Short term

Reform the civil service aiming to depoliticize the public 
administration.

Increase efficiency and productivity of 
the public administration High Medium term

CATALYZING PRIVATE SECTOR GROWTH AND COMPETITIVENESS
Enhance infrastructure and connectivity by increasing 
investment in large transport infrastructure, including by 
mobilizing private financing instruments and expanding 
the use of Public Private partnerships when sensible.

Increase productivity, support job cre-
ation and economic growth High Medium term

Create a vibrant business environment by cutting red 
tape, increasing the predictability of regulation, reducing 
the role of SOEs, reducing regulation of product 
markets, securing land titles and property rights, 
developing sustainable agribusiness and relevant value 
chains, strengthening financial intermediation and 
access to finance for MSMEs, and maintaining prudent 
economic policy management.

Reduce resource misallocations and 
support productivity and economic 

growth
Medium High Short to medium 

term

Reduce labor market shortages, mismatches, and 
rigidities by increasing labor force participation, 
especially among women and the Roma, enhancing 
internal mobility for better allocation of labor and 
improving the minimum wage setting mechanism.

Increase labor force participation, 
labor productivity, and economic 

growth
Medium High Short to medium 

term

ENSURING EQUAL OPPORTUNITIES FOR ALL
Promote human capital development by investing in 
early childhood education and closing the gap in early 
school leaving, promoting vocational education and 
training (VET), achieving higher attainment in tertiary 
education and fostering lifelong learning; improving 
health outcomes and resolving inequities in access to 
high-quality health care through expanding primary care. 

Support inclusive growth High Medium term

Achieve equitable access to high-quality public services 
by improving access to municipal infrastructure and 
delivering a robust social safety net that provides 
effective social assistance and integrated social 
services for the poor and marginalized groups, yet 
preserves work incentives.

Support inclusion High Medium term

BUILDING RESILIENCE FOR SUSTAINABLE GROWTH
Make the policy, legal and institutional environment risk-
informed by enhancing readiness, reforming policies, 
and strengthening institutions for better disaster 
preparedness.

Reduce the physical, social and finan-
cial impact of disasters Medium High Medium term

Strengthen adaptation to climate change by enhancing 
and implementing cross-sectoral adaptation policies, 
measures, and financing options.

Reduce climate change vulnerabilities Medium High Medium term

Table 3: Matrix of priorities

Romania has no choice but to address 
challenges if it is to achieve sustainable and 

inclusive growth. 
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Based on these criteria, four broad areas of 
priorities are identified: (i) increasing the 
effectiveness and efficiency of the state in 
public service delivery; (ii) catalyzing 
private sector growth and competitiveness; 
(iii) ensuring equal opportunities for all; 
and (iv) building resilience for sustainable 
growth. These priorities will inform the 
World Bank Group’s engagement in 
Romania for the period 2019–2023. 

The governance priorities are considered as 
prerequisites, whereas the other three areas 
proposed are intended to be complementary 
and mutually supportive. For example, 
promoting human capital development 
will not only promote inclusion, but also 
enhance the overall skill composition of 
the labor force, thus contributing positively 
to growth. The three priority areas are 
supported by a fundamental pillar on 
governance reforms aimed at improving 
commitment to policy goals, as well as 
policy coordination and implementation. 

B. Knowledge gaps
We conclude this report with a list of key 
knowledge gaps that were discovered 
during the diagnostic. Filling these gaps 
would help policy makers assess the 
impact of policies and design more 

effective interventions. In what follows we 
include a list of topics where further 
research is needed to properly guide 
policymaking. We also indicate data gaps 
when relevant:

Productivity analysis based on firm-level 
data. Use of panel data from a firm census 
or a structural business survey would 
allow to identify the impact of firm-level 
characteristics and market conditions on 
productivity growth. This would lead to a 
more nuanced understanding of the 
drivers of Romania’s economic growth and 
of its pitfalls.

Obstacles to female labor force 
participation. A deeper investigation into 
the impact of labor market and family 
policies on female labor force participation 
would help identify the biggest obstacles 
and priority intervention areas and groups.

The broader welfare impact of 
emigration. Available surveys do not 
sufficiently capture patterns of intra-EU 
population movements and collect limited 
information on income from overseas 
employment or remittances. More data is 
needed to assess the welfare consequences 
of high emigration on children left behind 
and to provide effective policy responses.

Drivers of low geographic mobility. A 
systematic study is needed to explore the 

drivers behind the extremely low 
geographic mobility and how they can be 
addressed.

The drivers and consequences of 
informality. Two household surveys are 
available within the last decade which 
allow some measurement of informal 
employment: the 2008 round of the 
European Social Survey and the 2016 
round of the Life in Transition Survey. A 
detailed investigation of informality is 
difficult with these surveys, because of the 
limited information included and the 
small sample sizes. Better data would help 
understand the institutional factors and 
the drivers behind informality, from the 
firm and household side.

The impact of labor market institutions 
on labor market outcomes. A better 
understanding is needed on how labor 
market institutions, notably minimum 
wage policies and employment protection 
legislation may impede the dynamism of 
the labor market and affect labor market 
outcomes (including the incidence of 
informality) of different population 
segments.
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 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Real GDP growth 4.2 8.1 6.9 8.5 -7.1 -0.8 1.1 0.6 3.5 3.1 3.9 4.8 6.9

Private Consumption 9.6 11.6 12.1 7.2 -9.1 1.0 1.1 1.7 -2.4 4.4 5.5 7.3 9.0

Government Consumption 2.1 -13 4.7 5.7 9.9 -12.3 -2.7 -5.6 23.7 0.5 -0.7 3.3 2.8

Gross Fixed Investment 15 20.6 50.5 17.6 -36.6 -2.4 2.9 0.1 -5.4 3.2 8.3 -3.3 4.7

Exports, goods and services 7.6 10.4 7.8 -3.2 -5.3 15.2 11.9 1.0 19.7 8 5.4 8.3 9.7

Imports, goods and services 16 22.6 28.8 0.2 -20.7 12.6 10.2 -1.8 8.8 8.7 9.2 9.8 11.3

Inflation (CPI, avg.) 9 6.6 4.8 7.8 5.6 6.1 5.8 3.3 4.0 1.1 -0.6 -1.5 1.3

Current account balance(%GDP) -8.6 -10.4 -13.5 -11.3 -4.1 -4.4 -4.5 -4.4 -0.8 -0.5 -1.2 -2.1 -3.4

Financial and Capital 
Account(%GDP)

8.2 9.7 14.1 12.7 4.4 3.9 3.6 3.8 0.7 0.4 1.4 2.7 3.5

Net Foreign Direct Investment 
(%GDP)

6.2 9.2 5.8 6.7 2.9 1.8 1.4 1.6 1.9 1.6 2.2 2.7 2.4

Fiscal balance (%GDP) -0.7 -1.6 -2.3 -4.7 -7.1 -6.3 -4.2 -2.5 -2.5 -1.7 -1.3 -2.4 -2.8

General government debt,  
ESA (% of GDP)

15.7 12.3 11.9 12.4 22.1 29.7 34.0 36.9 37.5 39.1 37.7 37.4 35.0

Primary balance (%GDP) 0.5 -0.9 -1.6 -4.0 -5.9 -4.9 -2.7 -0.7 -0.8 -0.2 -0.1 -1.1 -1.6

Poverty rate ($5.50/day 2011 PPP) 40.2 33.7 26.9 25.6 27.9 31.6 31.5 31.4 28.6 26.1 25.0 23.6

Gini of disposable income 0.38 0.36 0.34 0.34 0.33 0.34 0.34 0.35 0.34 0.34

Life expectancy at birth, total (years) 71.9 72.2 72.6 72.6 73.3 73.5 74.4 74.4 75.1 75.0 75.0 75.0

Mortality rate, infant (per 1,000 
live births)

15.1 13.7 12.3 11.1 10.2 9.7 9.3 8.9 8.5 8.1 7.8 7.7

School enrolment, primary (% net) 93.9 92.5 92.2 88.4 89.1 89.1 88.8 87.5 87.5 86.6

Population (million) 21.3 21.2 20.9 20.5 20.4 20.2 20.1 20.1 20.0 19.9 19.8 19.7 19.6

Nominal GDP ($US billion) 99.7 123.5 171.5 208.2 167.4 168 185.4 171.7 191.5 199.5 177.5 186.7 196.1

GDP per Capita ($US) 6825 7418 8046 8873 8315 8297 8426 8518 8852 9159 9564 10094 10814
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With growth in Europe and Central Asia having peaked at 2.7 percent in 2017, policy 
makers face new challenges. How can they navigate the expected cyclical downturn?

Economic Outlook & the 
Adoption of New Blockchain 

Technologies

By World Bank Group
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EXECUTIVE SUMMARY
How can they navigate the expected 
cyclical downturn? How can they boost 
underlying potential growth that has 
slowed, especially since the global 
financial crisis? How should they adjust 
regulations and reform policies to benefit 
from the digital revolution while 
mitigating the transition costs? This 
report summarizes the economic outlook 
for the region and examines the adoption 
of new blockchain technologies. In doing 
so, it touches on all three challenges.

The 2017 rates of growth of GDP (2.7 
percent) and private consumption (2.5 
percent) were faster than at any time 
since the global financial crisis of a decade 
ago. Growth was especially strong in 
Central Europe and in Turkey, but it was 
robust in other parts of the region as well. 
Unemployment rates are now close to 
their 2007 levels in most countries, and 
average inflation exceeds 2 percent, 
indicating that little spare capacity is left.

Deceleration of growth is expected to be 
modest, but a sharper correction remains 
possible. Cyclical forces can easily 
reinforce one another, and additional 
shocks-rising protectionism, geopolitical 
tensions, larger than expected disruptions 
caused by Brexit–could materialize. 
There is little room for further monetary 
stimulus if the expected slowdown is 
sharper than expected. The region has 
rebuilt some fiscal buffers, however. The 
average fiscal deficit in 2017 is estimated 
at just above 1 percent of GDP, down 
from 6 percent during the 2009 crisis and 
close to levels at the end of the boom that 
preceded that crisis. Fiscal stimulus is 
thus an option in several countries in case 
of a sharper than expected slowdown.

Under the baseline scenario of only a 
modest deceleration, however, a further 
buildup of fiscal buffers seems the best 
strategy. Many countries in the region 
have proven to be fertile ground for the 
development of cryptocurrencies and 

Growth is strong in Europe and Central Asia 
(ECA), stronger than at any time since the last 

global financial crisis.

blockchain technologies. The emergence 
of these technologies is part of a broader 
wave of technologies that facilitate peer-
to-peer (P2P) commerce, the 
individualization of products, and the 
flexibilization of production methods.

For a variety of reasons, these trends 
gained traction after the global financial 
crisis a decade ago. Blockchain 
technologies aim to organize P2P 
transactions and P2P information flows 
without intermediaries and central banks 
have opportunities to use blockchain 
technologies to improve their services.

It is unclear how these technologies will 
develop in the long run; their ultimate 
impact may be very different from the 
current applications. In response, policy 
makers should strike a balance between 
curbing the hype surrounding these new 
technologies and unleashing potentially 
transformational new opportunities. 
While encouraging and facilitating these 
innovations, they should prepare to craft 
new regulations to create a level playing 
field for new and old industries, by 
adjusting financial oversight, consumer 
protection, and tax administration. They 
should also address the massive volume of 
electricity used to mine cryptocurrencies.

ECONOMIC 
DEVELOPMENTS AND 
PROSPECTS

Overview
Growth is strong in Europe and Central 
Asia (ECA), stronger than at any time 
since the global financial crisis of a decade 
ago. GDP rose 2.7 percent, and annual 
private consumption rose 2.5 percent. 
Growth was especially strong in Central 
Europe and Turkey, but it was robust in 
other parts of the region as well.

Growth has likely peaked, however. 
Increased capacity utilization, 
unemployment rates close to their 2007 

levels, and average inflation now exceeding 
2 percent are all signals that growth is 
likely to decelerate.

The peaking of growth raises several 
questions

How well is the region prepared for a 
sharper than expected cyclical downturn?
As fiscal deficits have fallen to an average 
1.5 percent of GDP, fiscal policy could be 
used. But in most countries, monetary 
tightening would probably be more 
appropriate.

Why is the underlying structural 
growth so low? Growth in 2017 was 0.4 
percentage points below the average 
growth rate between 2000 and 2007. The 
decelerating growth trend is associated 
with the shift toward services, the decline 
in capital deepening, and a slower pace of 
measured total factor Productivity (TFP).

Has the economic upswing been used 
to adjust to the new normal of digital 
technologies, more flexible employment 
contracts, and increased tradability of 
goods and services? An unfinished agenda 
remains in terms of rethinking social 
protection and facilitating private sector 
development in new, internationally 
competitive sectors. It is important that 
adjustments toward this new reality 
continue, even if the expected slowdown 
materializes or deepens.

Growth is strong throughout 
the region
GDP growth of 2.7 percent in 2017 
translated into a robust 2.5 percent 
increase in per capita GDP, as the 
population is growing at a mere 0.2 
percent a year. This rate of growth was 
the fastest since 2007 and 0.9 percentage 
points faster than in 2016 (table 1.1). 
Growth exceeded 4 percent in 20 of the 
47 countries in the region. 

Ireland and Malta enjoyed growth of 
more than 5 percent. Romania and 
Slovenia in Central Europe; Armenia and 
Georgia in the South Caucasus; and 
Turkey, Tajikistan, and Uzbekistan in 
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Central Asia also reported strong growth. 
Azerbaijan, Belarus, and the Russian 
Federation emerged from recession 
(although their growth was only 
moderate). Not a single country in the 
region experienced a contraction in 2017.

Private sector demand drove this vigorous 
performance. Government consumption 
increased by less than 1 percent on 
average in the region. Private investment 
rose by more than 4 percent, and growth 
in investment outpaced GDP growth for 
the fourth year in a row. The volume of 
exports and imports expanded by more 
than 5 percent in 2017, roughly twice as 
fast as GDP growth(1).

The acceleration of growth has been a 
global phenomenon. Since the summer 
of 2016, growth of global industrial 
production has more than doubled, 
approaching 5 percent in recent months, 
very close to the 4.8 percent global growth 
during the 2003–07 boom.

The ECA region closely followed that 
acceleration (figure 1.1). The region as a 
whole outperformed the United States in 
2017, and growth of industrial production 

in Central Europe and Turkey was on par 
with growth in China and India.

This performance lies in sharp contrast to 

Figure 1.1. Industrial production growth has soared since 2016, globally and 
in Europe and Central Asia 
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TABLE 1.1 Growth has reached an all-time high in most countries in Europe and Central Asia

Source: World Bank.

ANNUAL GDP GROWTH (PERCENT) CHANGE IN FORECAST  
SINCE OCTOBER 2017  
(PERCENTAGE POINTS)

Region/subregion 2015 2016 2017 
(estimate)

2018 
(forecast)

2019 
(forecast)

2016 2017 
(estimate)

2018 
(forecast)

Europe and Central Asia 1.9 1.8 2.7 2.3 2.1 0.0 0.5 0.4

European Union and Western Balkans 2.2 1.9 2.5 2.2 1.9 0.0 0.4 0.4

European Union 2.2 1.9 2.5 2.2 1.9 0.0 0.4 0.4

Western Europe 2.2 1.8 2.3 2.1 1.7 0.0 0.4 0.4

Northern Europe 2.6 2.5 2.5 2.3 2.1 0.2 0.2 0.2

Central Europe 3.9 3.1 4.6 4.1 3.6 0.2 0.9 0.7

Southern Europe 1.6 1.7 2.2 1.9 1.6 0.0 0.3 0.3

Western Balkans 2.2 3.0 2.4 3.1 3.4 0.1 −0.3 −0.1

Eastern Europe and Central Asia 0.3 1.1 3.7 3.0 3.0 0.0 1.1 0.4

South Caucasus 1.7 −1.6 2.0 2.6 4.0 0.5 1.7 0.8

Central Asia 2.8 2.8 4.4 3.5 3.6 0.0 0.1 0.0

Russian Federation −2.5 −0.2 1.5 1.7 1.8 0.0 −0.2 0.0

Turkey 6.1 3.2 7.4 4.7 4.4 0.0 3.5 1.2

Other Eastern Europe −7.6 0.8 2.5 3.3 3.6 0.1 0.5 0.2
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There are no signs that oil markets will return 
to the record prices.

Figure 1.2. Commodity prices have followed the economic upswing 
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Source: World Bank. Note: Panel a: Index of nominal prices in U.S. dollars; January 2015 = 100. Panel b: Index of real 
prices (deflated with U.S. Consumer Price Index), January 2015 = 100.

performance in the aftermath of the 
European banking and debt crisis, when 
the region’s performance significantly 
lagged that of the world as a whole.

During this global acceleration, 
commodity prices rebounded. Copper 
prices, which are closely linked to the 
industrial cycle, increased 43 percent 
between October 2016 and March 2018, 
more than any other commodity. Oil 
prices increased 30 percent over the same 
period (figure 1.2, panel a), providing 
somerelief for energy exporters and 
recipients of remittances in the eastern 
part of the region. Consistent with their 
strong relationship with energy prices, 
grain prices increased 18 percent between 
October 2016 and March 2018. Other 
agricultural prices declined, leaving the 
index of agricultural prices flat.

The total nonoil commodity price index 
increased 10 percent over the last year and 
a half, largely reflecting the weakening of 
the U.S. dollar over that period, as all 
commodity prices are measured in dollars. 
The dollar depreciated 11 percent against 
the euro and 6 percent against the Chinese 
renminbi over this period.

Average commodity prices expressed in 
these two currencies were thus relatively 
stable. The dollar also depreciated against 
other currencies in the region. Between 
October 2016 and March 2018, it fell 16 
percent against the Czech koruna, 14 
percent against the Albanian lek and the 
Polish zloty, 9 percent against the Russian 
ruble and the Hungarian forint, 7 percent 
against the Romanian leu, and 3 percent 
against the Kazakh tenge. Only a few 
regional currencies depreciated during 
this period against the dollar. The Turkish 
lira depreciated 27 percent, and the Azeri 
manat depreciated 5 percent. Metal and 
oil prices increased in all currencies, and 
many other commodity prices declined in 
euros or other currencies in the region. 
Despite their cyclical upturn, oil prices 
are nowhere near their historical highs.

Indeed, adjusted for inflation, global oil 
prices are 57 percent below their peak of 
July 2008 and 43 percent below the 
average level between early 2011 and late 
2014 (figure 1.2, panel b) (2). There are no 
signs that oil markets will return to those 
record prices. Consequently, adjustments 
in countries that directly or indirectly 
depend on oil exports should continue. 

Several of these countries have become 
more competitive in international 

markets and begun diversifying their 
economies, partly as a result of the 
depreciation of real exchange rates since 
the fall in oil prices late 2014. Unexploited 
opportunities remain to shift farther 
away from nontradable production. 
Domestic reforms that correct price 
distortions, eliminate privileges for state-
sponsored companies, and unleash more 
competition and innovation remain 
essential. The recent wave of reforms in 
Uzbekistan sets a good example (3). They 
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will likely lead to further diversification 
and may trigger reforms in surrounding 
countries.

Growth appears  
to have peaked
Signals are mounting that global growth 
has peaked. With less spare capacity, lower 
unemployment, rising inflation, and 
tightening monetary policy, the potential 
for continued rapid growth has diminished, 
especially in the ECA region.

Unemployment is now close to where it 
was at the height of the boom a decade ago 
(figure 1.3, panel a). The labor market has 
become tight, especially in Northern 
Europe. The rapid decline in unemployment 
is remarkable, given the history of hysteresis 
in the region’s labor markets. After every 
major crisis, the typical pattern in Europe 
was for unemployment rates to settle at 
higher levels.

It is especially encouraging that youth 
unemployment in the European Union has 
fallen sharply. It is now back to 2005 levels 
(figure 1.3, panel b), having fallen from 24.0 
in 2013 percent to 16.8 percent in 2017 (the 
overall unemployment rate fell from 9.5 
percent to 6.7 percent over this period) (4).

Average inflation in the western part of 
the region has been almost 2 percent 
since early 2017 (figure 1.4). That is a 
critical change from the deflationary 
threats in the aftermath of the European 
banking crises. Between 2012 and 2016, 
the consumer price index declined in at 
last one year in Armenia, Bosnia and 
Herzegovina, Bulgaria, Croatia, Cyprus, 
Estonia, Finland, Georgia, Greece, 
Ireland, Italy, Lithuania, Macedonia, 
Montenegro, Poland, Romania, the 
Slovak Republic, Spain, Sweden, and 
Switzerland. In several of these countries, 
the GDP deflator still rose, and the drop 
in consumer prices reflected terms-of-
trade gains. Nevertheless, the deflationary 
threat was a serious concern and the 
manifestation of underutilized resources.

None of these countries experienced 
deflation in 2017. The average inflation 
rate of 2 percent is close to the target of 
monetary authorities. As a result, the 
European Central Bank will likely 
discontinue quantitative easing in 2018; 
central banks outside the euro area are 
also expected to tighten their policies. 
Tightening has already started in Turkey, 
where inflation has reached double-digit 
levels.

Asset prices have risen even faster than 
consumer prices (figure 1.5). The increase 
in real estate prices is not nearly as 
extreme as it was during the boom a 
decade ago, but in Northern Europe 
double-digit annual increases were not 
uncommon in 2017. This boom is an 
additional reason for monetary policy 
makers to raise interest rates.

In the eastern part of the region, monetary 

Figure 1.3. Acceleration of growth has resulted in lower unemployment 
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Signals are mounting that global growth has peaked. 
With less spare capacity, lower unemployment, 
rising inflation, and tightening monetary policy,  

the potential for continued rapid growth has 
diminished, especially in the ECA region.

interest rates will restrain domestic 
growth and reduce capital flows to 
emerging economies. The capital flows 
that were searching for yields in emerging 
economies when interest rates in high-
income countries were close to zero will 
likely decline, moderating growth in 
countries with large external funding 
needs. In such an environment, a cyclical 
downturn is more likely than further 
acceleration or even stabilization of 
growth at current levels. 

That slowdown may already be 
happening. The Purchasing Managers’ 
Index, which combines various indicators 
in the manufacturing sector (new orders, 
inventory levels, production, deliveries, 
employment), has fallen in the region 
since the beginning of 2018 (figure 1.6, 
panel a). The drop from the peak reached 
in the last six months was particularly 
large in France, Germany, Italy, Turkey, 
and the United Kingdom, even if the 
index was still above 50, indicating 
growth (figure 1.6, panel b).

The coming cyclical downturn is expected 
to be modest, mainly because, with few 
exceptions, there are no signs of 
overheating that require sharp 
corrections.

Investment ratios are still at balanced 
levels, and no steep declines in those 
ratios are expected. Inflation is at normal 
levels, and monetary tightening can be 
very gradual. GDP growth for the region 
is expected to fall from 2.7 percent in 
2017 to 2.3 percent in 2018 and 2.1 
percent in 2019.

The expected slowdown is very similar 
for the eastern and western parts of the 
region. However, there are marked 
differences between smaller subregions.

In the eastern part of the region, almost all 
the slowdown in growth is forecast to come 
from Turkey, with a modest strengthening 
of growth in oil-exporting countries. 

Figure 1.4. Normalization of inflation in Europe and Central Asia continues

FIGURE 1.5 Housing prices in the European Union have risen since 2013

Pe
0

1

2

3

4

5

6

7

8

9

2013M01

2013M08

2014M03

2014M10

2015M05

2015M12

2016M07

2017M02

2017M09

2018M04

Eastern ECA Western ECA

Pe
rc

en
ta

ge
 c

ha
ng

e 
ov

er
 th

re
e-

m
on

th
av

er
ag

e 
in

 p
re

vi
ou

s 
ye

ar

0

4

8

12

2006Q1

2007Q2

2008Q3

2009Q4

2011Q1

2012Q2

2013Q3

2014Q4

2016Q1

2017Q2

An
nu

al
 p

er
ce

nt
ag

e 
gr

ow
th

Nominal housing prices Housing prices deflated with CPI

Source: World Bank. Note: Western ECA is the unweighted average of 29 countries: Albania, Austria, Belgium, Bulgaria, Bosnia and 
Herzegovina, Croatia, the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Luxemburg, 
Latvia, Macedonia, the Netherlands, Portugal, Romania, Serbia, the Slovak Republic, Slovenia, Spain, Sweden, the United Kingdom, 
and Turkey. Eastern ECA is the unweighted average of nine countries: Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, the Kyrgyz 
Republic, Moldova, the Russian Federation, and Tajikistan.

Sources: Data from Eurostat and the Federal Reserve Bank of St. Louis.

policies are likely to tighten in coming 
years, even as inflation has recently fallen 
(figure 1.4). High inflation in 2015 and 
2016 was part of a one-time price 
adjustment after the fall in oil prices and 
the subsequent unavoidable depreciations 
of exchange rates. That adjustment has 
been completed. Further inflation should 

now be controlled by central banks, which 
have to build their credibility with floating 
exchange rates. Now that oil prices are 
recovering, tighter monetary policies 
make sense, as they can allow higher prices 
to be absorbed by appreciating currencies.

Tighter monetary policy and rising 
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down from 6 percent of GDP during the 
2009 crisis; it is close to levels at the end 
of the boom that preceded that crisis 
(figure 1.7). Fiscal stimulus is thus an 
option in several countries in the event of 
a sharper than expected slowdown. 
Under the baseline scenario of only a 
modest deceleration, further buildup of 
fiscal buffers seems the best strategy.

Two additional questions are worth 
investigating. Did countries in the region 
use the recovery to adjust the structure of 
their economies, to better equip them for 
future challenges? Why has potential 
growth been slower since the crisis than 
it was during the boom that preceded it? 
The rest of this chapter addresses these 
questions.

The region has shifted toward 
more exports. . .
The biggest and most important 
adjustment during the recovery has been 
the shift of production capacity toward 
exports. Despite the slowdown in global 
trade, the share of exports in GDP is now 
10 percentage points higher than it was 
during the 2000s (figure 1.8). This shift is 
important, because the economic 
structure during the 2003–07 boom, 
when growth in many countries in the 
region was driven largely by expansion of 
nontradable sectors, was no longer 
sustainable.

During that boom, capital inflows, oil 
revenues, and inflows of remittances 
resulted in increased domestic spending 
and a related loss in international 
competitiveness.

In the new normal after the crisis, all 
three forms of foreign inflows are more 
moderate. The change has created the 
opportunity to become more competitive 
in international markets while reducing 
investments in real estate and other 
nontradable sectors.

Imports have also increased as a share of 

Figure 1.6. The Purchasing Managers’ Index reached an all-time high in 
Europe and Central Asia in 2018
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In the western part of the region, the 
slowdown is expected to be rather evenly 
distributed among members of the 
European Union, and some acceleration 
of growth is expected in the Western 
Balkans.

Although there are good reasons to expect 
only a modest deceleration of growth, a 
sharper correction is possible. Cyclical 
forces can easily reinforce one another, 
and additional shocks—including rising 

protectionism, geopolitical tensions, and 
larger than expected disruptions from 
Brexit–could slow growth. 

Does the region have the capacity for 
countercyclical policies? There is no 
room for further monetary stimulus; at 
most, the expected monetary tightening 
could be delayed slightly. The region has 
rebuilt some fiscal buffers. The average 
fiscal deficit is estimated to have been 
just above 1 percent of GDP in 2017, 
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the 2008 crisis did on Central Europe.

. . and adapted to 
technological change
Apart from this macroeconomic 
adjustment, countries are adapting to the 
rapid change in technologies caused by 
the digital revolution, which has far-
reaching consequences for the way 
production, labor, and commerce are 
organized. The analysis of how countries 
are adapting is beyond the scope of this 
chapter. Chapter 2 examines ECA’s 
involvement in some of these new 
technologies.

In both regions, large current account 
deficits during the boom were financed 
with capital inflows that were reversed 
during the crisis. Emerging economies in 
East Asia received large capital inflows 
during the 1990s, after they opened their 
economies to global markets. Central 
European economies received large flows 
of foreign direct investment and other 
capital before and during their accession 
to the European Union. Their aggregate 
current account deficit widened to more 
than 8 percent of GDP in 2007. Heavy 
borrowing in foreign markets increased 
the vulnerability of both corporate and 
financial sectors to capital flow reversals 
(Truman 2013). In both cases, the reversal 
of capital inflows led to a steep and 
immediate decline in investment rates. In 
East Asia the loss in income was larger, so 
the immediate fall in investment rates 
was greater. Investments rates bounced 
back subsequently, but they remained 
below the preceding boom levels. 

A combination of factors 
caused the decline in labor 
productivity after the crisis 
Growth in ECA returned to precrisis 
levels in 2017. It has not been strong 
enough to compensate for the production 
losses that have occurred since the crisis, 
however (figure 1.9). Moreover, as little 
spare capacity is left, it is unlikely that 
these losses can be recouped in the 

In the new normal after the crisis, 
all three forms of foreign inflows are more 

moderate. 

Figure 1.7. Government deficits in the region have fallen sharply since 2009

FIGURE 1.8 Since the crisis, production in Europe and Central Asia has shifted
toward exports
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GDP, albeit by less than exports. The 
overall current account surplus of the 
region has thus increased, largely because 
the deficits that Central European 
countries financed with massive capital 
inflows during the boom have 
disappeared. These inflows came with a 
sharp decline in investment ratios in 
those countries.

This adjustment is similar to the 
correction in East Asia after the 1998 
financial crisis (box 1.1). During the 
1990s, emerging East Asian economies 
received large capital inflows after they 
opened up to global markets, just as 
Central Europe did later, during the 
2000s. The reversal of capital flows in 
1998 had similar effects on East Asia as 
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Box 1: Similarities between recoveries in Central Europe after 2009
and East Asia in the late 1990s

FIGURE B1.1.1  Recovery in Central Europe was similar to recovery after Asian financial crisis
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FIGURE B1.1.2  Investment rates adjusted immediately to reversal in capital flows
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The recovery of economies in Central Europe from the 2008–09 global 
financial crisis was comparable to the recovery of East Asia following the 
1998 financial crisis. Both recoveries took about eight years. In East Asia, 
however, the impact of the crisis was much greater. Five years after the 
crisis began, GDP in East Asia was 37 percent below its precrisis level. In 
Central Europe, the corresponding loss was 20 percent. In both regions, 
large current account deficits during the boom were financed with 
capital inflows that were reversed during the crisis. Emerging economies 
in East Asia received large capital inflows during the 1990s, after they 
opened their economies to global markets. Central European economies 

received large flows of foreign direct investment and other capital before 
and during their accession to the European Union. Their aggregate 
current account deficit widened to more than 8 percent of GDP in 2007. 
Heavy borrowing in foreign markets increased the vulnerability of both 
corporate and financial sectors to capital flow reversals (Truman 2013). 
In both cases, the reversal of capital inflows led to a steep and immediate 
decline in investment rates. In East Asia the loss in income was larger, so 
the immediate fall in investment rates was greater. Investments rates 
bounced back subsequently, but they remained below the preceding 
boom levels.
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coming years. Thus not only actual 
growth but also potential growth has 
declined since the crisis.

In the region’s middle-income countries, 
slower labor productivity growth caused 
most of the deceleration in potential 
growth; only 0.35 percentage points of 
the slowdown in potential growth can be 
attributed to slowing labor supply growth 
(World Bank 2018). The changing pace of 
capital deepening cannot explain this 
slowdown in labor productivity, most of 
which is reflected in total factor 
productivity (TFP), the unexplained 
factor in production functions (figure 
1.10). 

Differences across countries were 
considerable, and many idiosyncratic 
events occurred. But after the crisis, every 
country in the region except Ireland 
experienced a decline in the contribution 
of TFP to labor productivity growth 
(figure 1.11). In most countries, TFP 
actually fell.

Labor productivity growth can be 
decomposed into three components:

changes in labor productivity within 
each economic sector (the within-sector 
component)

changes in labor productivity resulting 
from the reallocation of labor across 
sectors (the shift component)

a cross component that represents the 
interaction between the change in labor 
productivity within a given sector and the 
change in labor input share of that sector
As the third component is numerically 
insignificant, analysis of labor 
productivity growth can be based on the 
within-sector and shift components. This 
decomposition reveals three important 
trends in the drivers of labor productivity 
in Germany and some countries in ECA 
(figure 1.12).

The deceleration in labor productivity 
growth in Germany started during the 
1980s and continued in subsequent 
decades. Most of it was caused by weaker 

Only 0.35 percentage points of the slowdown 
in potential growth can be attributed to slowing 

labor supply growth. 

Figure 1.9. Even after full recovery, the effects of the global financial crisis remain
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productivity growth within sectors. This 
pattern is also evident in other major 
European countries.

The contribution of sectoral shifts to 
overall labor productivity growth in 
Germany changed markedly over time. 
Between the 1970s and the start of the 
2000s, the shift of employment toward 
more productive sectors increased labor 
productivity growth by about half a 
percentage point. The contribution of 
sectoral shifts to labor productivity 
growth fell to zero after 2000 and turned 

negative around the time of the 2008 
global financial crisis. The long-term 
trend of labor shifting toward sectors 
with higher labor productivity, and likely 
higher capital intensity, came to an end 
when the digital economy started in 
earnest (see below). The contribution to 
labor productivity growth of the shift of 
labor to more productive sectors was 
greater in Central European countries 
than in Germany before the crisis, but as 
in Germany, it diminished after the crisis. 
This change is in line with the boom and 
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The lasting impact of deep crises on 
productivity growth may have been 
caused by the loss of capital and skills that 
become obsolete or by a loss in confidence 
by workers who suffered extended bouts 
of unemployment.

The reasons for the long-term decline in 
within-sector labor productivity growth, 
in many ECA countries and globally, have 
been debated in the economic literature. 
The change in within-sector labor 
productivity can be decomposed into 
changes generated by capital deepening 
and changes that cannot be explained 
(TFP). The contribution of capital 
deepening shrank significantly in several, 
but not all, countries during the years 
around the 2008 crisis. And almost all 
countries experienced a decline in 
within-sector TFP growth. 

The literature has suggested several 
possible causes for the slowdown in TFP. 

First, deep reforms led to a temporary rise 
in productivity growth in several ECA 
countries. Productivity growth 
subsequently fell when major aspects of 
the reform agenda were completed. In 
Central Europe, reforms connected to EU 
accession initially boosted the growth of 
GDP and productivity. Reform 
momentum, and productivity growth, 
slowed after EU accession, in the mid-
2000s (World Bank 2018). In Central Asia 
and the South Caucasus, TFP growth 
accelerated in the 1990s with institutional 
reforms in the early transition period. It 
plunged by the beginning of 2000s, 
perhaps because such benefits diminished 
as the room for further reforms narrowed.

Second, across the world, technological 
changes in advanced and emerging 
economies affected the measurement and 
growth of productivity. The digital 
revolution that began in the 1990s led to a 
massive shift of resources to information 
and communications technology (ICT) 
industries. The output of these industries 

Figure 1.10. After the crisis, labor productivity increased at a slower rate 

Figure 1.11. The contribution of total factor productivity (TFP) to labor 
productivity growth declined after the crisis 
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bust in the growth in FDI flows to these 
countries (EBRD 2015; World Bank 2018).

During the boom period, FDI inflows 
created high-productivity jobs. These 
flows plummeted after the crisis. The 
contribution of the sectoral shift to 
productivity declined also in Armenia 
after the crisis (box 1.2).

Major crises—the second oil crisis of 
the late 1970s and the global financial 
crisis—led to a permanent loss in 
productivity. Even where productivity 
growth returned to the original 
(downward) trend, the damage of the 
crisis was not recouped. Productivity 
remains below the levels that would have
been achieved had the crisis not occurred. 
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Major crises—the second oil crisis of the late 
1970s and the global financial crisis—led to a 

permanent loss in productivity. 

Figure 1.12. Labor productivity growth in Germany is on a long-term  
downward trend 
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Box 2: 
A new normal in Armenia
Armenia’s economy changed markedly fol-
lowing the global crisis. Per capita GDP growth 
fell from 8.4 percent a year in 2003–09 to 3.2 
percent a year in 2010–16. Labor productivity 
growth was similar in the two periods (6.7 
percent a year before the crisis and 6.2 percent 
after), but migration flows, employment levels, 
and the composition of labor productivity 
growth changed dramatically. During the 
boom, many people found jobs abroad, espe-
cially toward the end of the period, when oil 
revenues skyrocketed in Russia. As a result, 
Armenia’s population declined by almost 5 
percent between 2003 and 2009. At the same 
time, many jobs were created in construction 
and other nontradable sectors, to satisfy 
domestic demand fueled by remittances. The 
combination of emigration and job creation 
boosted the share of the population that was 
employed from 36 percent in 2003 to 40 
percent in 2009. During those six years, the 
shift toward capital-intensive construction led 
to an increase in labor productivity of 4 per-
centage points a year. Within-sector produc-
tivity growth contributed only 2.7 percentage 
points to overall labor productivity growth, 
perhaps because elevated domestic demand 
reduced competitive pressures on the supply 
side. These patterns reversed in the aftermath 
of the crisis. Emigration slowed, the population 
increased by 1.7 percent between 2010 and 
2016, and the construction sector and other 
nontradable sectors laid off workers. As a 
result, the share of the population that was 
employed fell to 34 percent. The impact of sec-
toral shifts on productivity growth turned neg-
ative, and the within-sector contribution to 
annual labor productivity growth increased to 
7.4 percentage points. The increase may have 
reflected increased competition, as domestic 
demand declined and production shifted 
toward goods and services that are tradable in 
international markets.

is notoriously difficult to measure (for 
example, how does one value free Internet 
services financed by advertisements?). If 
the value of these new services is 
understated, then aggregate 
measurements of productivity may also be 
understated, particularly if growth slows 
in more traditional industries that are 
losing labor and capital to the ICT sector. 
Given the magnitude of the slowdown, 
however, not all of it can be attributed to 
measurement issues (Syverson 2016).

The shift to ICT industries may also be 
connected to lower productivity. It is 
costly and time consuming to overcome 
the special difficulties involved in 
commercializing novel technologies 
(David 1990). Because it may take time to 
realize the return on the labor and capital 
moving to these new industries, shifts of 
labor and capital to (initially) low-return 
industries may depress aggregate 
productivity growth. In the United States, 
for example, the slowdown before the 
2008 crisis occurred mainly in industries 
that produce information technology (IT) 
services or use such services intensively 
(Fernald 2015; Gordon 2016). 

Third, declining flexibility in some 
advanced countries may be reducing 
productivity growth. Business dynamism 
has declined in the United States, as 
reflected in the drop in reallocation rates 
for jobs (after 1990) and workers (after 
2000) (Davis and Haltiwanger 2014), and 
the pace of startup creation in the

United States declined over the 2000s 
(Haltiwanger 2011). Across OECD 
countries, productivity growth in the 

most advanced firms remained robust 
over the 2000s, but the difference in 
productivity levels between leading and 
lagging firms widened (Andrews, 
Criscuolo, and Gal 2015; Haltiwanger 
2011). This phenomenon may have 
deepened the productivity slowdown if 
barriers to the reallocation of labor and 
capital intensified. 

Fourth, long-term trends in the global 
economy may be contributing to the 
slowdown in productivity growth. Aging 
and other demographic factors may 
account for part of the decline (Maestas, 
Mullen, and Powell 2016). The slowdown 
in global trade integration following the 
crisis may also be contributing to slower 
TFP growth (Adler and others 2017). 

No single factor is responsible for the 
observed deceleration of productivity 
growth: long-term trends, sectoral shifts, 
reform momentums, and global crises all 
play roles. No silver bullet can reignite 
productivity growth. Policy makers need 
a diverse set of instruments to encourage 
innovation, build up skills and 
infrastructure, and facilitate competition.
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1) That used to be the rule globally, but after the global financial crisis a decade ago, that ratio came down closer to one. As illustrated in earlier ECA Economic 
Updates, the global decline in the income elasticity of trade has not materialized in Europe and Central Asia.
2) Current real copper prices are also 57 percent below their historical peak, which was reached in April 1974.
3) A key reform in Uzbekistan was the elimination of the dual exchange rate, which reduced domestic price distortions and opened up new export opportunities. The 
government also reduced import duties and is harmonizing the duty code with Eurasian Economic Union norms.
4) The much higher rate for youth unemployment is normal, for a variety of reasons.
Search unemployment is much higher for people entering the labor market than for workers who already have jobs. Cyclical changes in unemployment also tend to 
be more pronounced for young people. During crisis periods, the lack of job vacancies disproportionately hurts people entering the labor market for the first time. 
During economic recoveries the opposite happens, as the opening up of new vacancies disproportionately benefits newcomers to the labor market.
5) This decomposition is based on sector-level data on real value added and the number of hours worked. We follow the methodology of Molnar and Chalaux (2015).
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Q: How would you define the “big role” of the 
banking industry in being an enabler for a 
positive change in society in the context of the 
Industrial Revolution 4.0 (IR 4.0)? 
Ufuk Tandoğan: Two years ago, Klaus Schwab, the 
Executive Chairman of the World Economic Forum, 
said that the fourth industrial revolution is “unlike 
anything human kind has experienced before” in terms 
of its “scale, scope, and complexity”. And he could not 
have been more right. This is a Revolution cemented in 
technology, Big Data, and artificial intelligence. Its 
impact is also felt in the banking industry.
The need for information, for efficiency, for Internet 
and mobile banking, as well as for state of the art 
technology, have defined the way we conduct our 
business and how we approach clients, while 
shaping the way we ourselves grow, year after year. 
Digitalization of banking services is gaining ground. 
At the same time, the IT and data security became 
more and more a priority. The banking industry is 
leading the way in finding solutions to tackle this. 
We do it by training our clients and our employees 
in cybersecurity prevention. Apart from financial 
education, there is also a need for complex digital 
education.

Q:  How will the IR 4.0 materially change the 
entire value chain of how banking services are 
produced today in terms of the price and 
form? 
Ufuk Tandoğan: We believe that harnessing the 
power of the Internet and mobility will continue to 

Ufuk Tandogan, Garanti Bank Romania’s CEO speaks about technology, 
Big Data, and artificial intelligence and the impact felt in the banking 

sector. Garanti Bank is one of the most dynamic banks in the local market 
and 2017 has been the best performing year in the bank’s  

20 years history in Romania.

The future of banking 
is digital

be the main trend in our industry. The future of 
banking is digital. For the short term, the strategic 
focus will be on developing and upgrading the mobile 
banking applications and online banking services. 
We must be aware of the fact that the financial 
ecosystem is growing. With the rise of fintech 
companies and tech giants, banks must rely even 
more on innovation, to offer more personalized 
banking experiences to their clients and to be 
integrated in the day-to-day activities of the 
consumer. All at a competitive cost.

Q: Romania has grown a lot in terms of the 
development of banking, but there is still room 
ahead. How far are we from the potential and 
how will IR 4.0 help reaching the potential? 
Ufuk Tandoğan: Romania is among the countries 
with the fastest fixed broadband Internet speed and 
has a growing number of Internet users. At the end 
of 2017, there were over 20 million mobile internet 
connections and more than 4.8 million of fixed 
internet connections, according to ANCOM. 
Although, according to statistics, only 6 out of 10 
Romanians have a banking account and only 7% of 
the population, with ages between 16 and 74, uses 
internet banking, there has been a significant 
progress in the past 20 years.
The Romanian banking industry’s bet on digital is 
the right one, even more because we have room for 
growth. Moreover, the digitization will help us not 
only to reach to new potential clients, but also to 
create products tailored to our customers’ needs. 
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I believe that digital transformation will be used 
more and more by banks, in order to increase 

their efficiency for their branches, while their 
employees will continue to provide consulting 
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Q:  How do you capitalize on trends derived 
from the Industrial Revolution 4.0? What are 
the implications on customers? 
Ufuk Tandoğan: Historically, technical evolution 
has proved to be a major factor in diversifying the 
pool of products provided by all players in the market. 
The types of financial products and services have 
multiplied considerably in the past years, as 
customers’ needs for efficiency and excellence have 
amplified at very high speed. We no longer work 
solely with loans, deposits, and promissory notes, as 
it may have been the case 50-60 years ago. Digital 
banking products gain more and more ground, as 
online shopping and digital instruments have 
become a reality in the recent past, and customers 
have shown an increasing preference in this 
direction.
Thereby, given the strong and direct relation 
between banks’ product portfolios and clients’ new 
behaviors, I would not necessarily say that we have 
learned to capitalize on the trends derived from IR 
4.0. A more accurate argumentation would be that 
we have adapted to technology driven changes, 
which have proven to be imminent.
Consequently, we update all our digital products, in 
order to best fit the change brought by the clients’ 
complex requests and expectations. As such, we 
have recently relaunched our Internet Banking 
platform, Garanti Online, in an upgraded, more 
user-friendly format. The new platform offers an 
intuitive interface, an easier to use menu, and 
simplifies the steps a user must follow in order to 
perform operations. All menus now have a uniform, 
optimized design, while bringing forward the more 
modern, digital-oriented spirit of banking.

Q:  Big data is another fantastic tool for the 
banking industry, as it’s becoming essential for 
analyzing and coming up with a scoring 
methodology to determine where the liability 
resides. Do the Romanian banks have enough 
big data? 
Ufuk Tandoğan: Romanian banks make use of Big 
Data to the extent that customer behaviors generate 
a certain amount of Big Data. The more complex a 
financial client behavior (showing a predisposition to 
a diversity of banking products and services), the 
more detailed the data is and the better banks’ offers 
become.
The use of Big Data helps banks to better anticipate 
their customers’ financial behavior and future 

needs. This ultimately perfects customer 
experiences, as learning what is relevant to a specific 
customer, allows banks to offer tailored products 
and services. Thus, making modern banking a highly 
individualized experience.
Customization helps banks become a long-lasting 
partner. Being always close to clients and giving 
them exactly what they need, when they need it, 
banks aim to become part of clients’ everyday lives.
However, the usage of Big Data must comply with 
the General Data Protection Regulation – GDPR, 
which overhauls the way organizations handle 
personal data. In Romania, the Regulation has 
started being implemented since May. I would like 
to add that Garanti Bank, as our clients already 
know, is a trustworthy bank that values the privacy 
of its’ clients and handles all personal data with great 
responsability.

Q: Are you confident that there will be a day 
when some decisions will be made by artificial 
intelligence instead of human employees? What 
are the reasons for being confident or not being 
confident on this? 
Ufuk Tandoğan: It is undeniable that the rise of 
digital banking, together with people’s need for 
efficiency, have led clients to becoming more 
independent, when conducting banking transactions, 
especially basic ones. At the same time, banking is an 
industry conducted by people, for people. The 
physical branch and human connection will continue 
to exist, as customers still rely on specialized 
counseling, before making important financial 
decisions. This type of behavior is not likely to 
change. If anything, I believe that digital 
transformation will be used more and more by banks, 
in order to increase their efficiency for their branches, 
while their employees will continue to provide 
consulting services but for more complex products, 
rather than transactions.
Although the past years have been marked by 
incredible progress and innovation, it is highly 
unlikely that robots, even those powered by deep 
learning and artificial intelligence, will replace bank 
employees anytime soon. For the time being, it 
seems unlikely that consumers would be comfortable 
interacting with a robot, even with one that can 
mimic a human. People come to a bank’s branch for 
a face-to-face experience with a person, in order to 
have financial information explained to them, so 
they can take informed decisions.
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Q: What does it mean for the industry to shift 
some responsibility from employees to artificial 
intelligence since the digital universe comes 
with additional risks like cyber, hacking, system 
failures and so on?
Ufuk Tandoğan: Enhancing cyber and data 
security is the number one priority, according to 
Ernst&Young[1]. Therefore, the banking industry is 
well aware that in this ever-more-connected 
environment cybersecurity is paramount.
Cyber prevention is key. Banks must educate their 
clients on how to safely use digital services, in order 
to make their life easier, while maintaining their 
security. We believe that employees must develop 
the proper skills and expertise in order to tackle this. 
Therefore, investments in training the staff are very 
important.

Q: Advance made in medical technology will 
have implications on longevity. What 
implications does that have in terms of how we 
finance our lives through banking?
Ufuk Tandoğan: Both quantity and quality of our 
clients’ lives play an important role in how the 
financial world functions. Nevertheless, in this 
moment, it is too early to predict any fundamental 
changes in how banking works.

Q:  What’s Garanti Bank’s biggest achievement 
in 2017, what is the banking industry’s biggest 
achievement in Romania in 2017 and what is 
your perspective for this year? 
Ufuk Tandoğan: 2017 has been the best performing 
year in Garanti Bank’s history in Romania. Last year, 
we succeeded in growing our asset volume by over 
11%, exceeding the Romanian banking market 
average. Moreover, the bank registered a RON 109.7 

Garanti Bank
5 Fabrica de Glucoza Rd., 3 Novo Park, Block F, 5th Floor, 

District 2, Bucharest
Phone: +40 21 208 9260, Fax: +40 21 208 9286 

contact@garantibank.ro
www.garantibank.ro

million net profit and revenues of RON 504.3 million. 
The NPL ratio has continuously decreased, being 
considerably below the market average, while the 
NPL coverage rate by provisions is above 50%. Both 
capital and liquidity ratios further improved, showing 
a strong capitalization and a sound liquidity position, 
while having a low cost of risk reflecting the long-
term sustainability of the bank’s business model.
We have a long-term commitment in Romania. 
Currently, we are a bank of systemic importance, 
the tenth in the local system, position that we have 
organically grown and consolidated in the past 20 
years. Moreover, earlier this year, Garanti Bank has 
been declared Superbrand, distinguishing itself 
from a list of over 1,500 brands analyzed by 
Superbrands Romania. All this confirms that our 
efforts and work have paid off. And, we will certainly 
not stop here.
Our objectives further on will continue to focus on 
maintaining a healthy portfolio, being a trustworthy 
financial partner to all clients, across all business 
lines (Retail, SME and Corporate), and increasing 
profitability in a sustainable manner.

Q: Who should fear about the current trend of 
rising interest rates, inflation while the growth 
in the economy is still robust, and why? 
Ufuk Tandoğan: Fear is not an issue, in my opinion, 
and Romanians always finds a way to pull through 
even in hard times. For example, when we established 
our presence here in Romania, in 1998, the inflation 
was a two-digit indicator. Of course, it might be 
currently on the rise, but its evolution is merely 
marginal, compared to the 90s. Garanti Bank believes 
in Romania’s growth potential. This is why we have a 
long-term commitment to the local business 
environment and to our clients.

We believe that harnessing the power of the 
Internet and mobility will continue to be the main 

trend in our industry.

[1] Ernst&Young’s Global Banking Outlook for 2018
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Q: Romania has grown a lot in terms of the 
development of insurance services, but it is 
still at a low level. How far are we out of the 
insurance penetration potential in Romania?
Virgil Soncutean: The structure or the business 
mix of the Romanian insurance market is very 
unbalanced, with Motor insurance exceeding two 
thirds of total market. The insurance industry is 
therefore too dependent on the motor industry 
cycles, showing in this way a low degree of 
maturity.
As an industry, we can earn our resilience and power 
to fulfil the potential once the Motor insurance will 
amount to around one third of the total market, 
while other lines of insurance, e.g. Life, Health, 
Property and Liability become real growth engines 
for the market. 
Indeed, the Romanian insurance market has grown 
over the last 5 years (except Q1 2018 when the 
market recorded a slight decrease). Hoverer, the 
growth rate has not exceeded the GDP growth rate, 
and therefore the insurance penetration on the 
Romanian GDP was rather stable at around 1,3%. 
And the situation is, unfortunately, similar to the 
last 25 years – the market is captive to its own 
structure (business mix) which is limiting the 
opportunity to unlock the growth potential and 
jump from 1, 3 % GDP penetration to 3-4% GDP 
penetration as recorded in eastern European 
countries. The western European countries are far 
away with over 6% GDP penetration. 

Interview with Virgil Soncutean, CEO, Allianz-Tiriac Asigurari 

The insurance industry can 
stand up and provide for 
people when they need it 

the most 

Q: How will the Industrial Revolution 4.0 (IR 
4.0) materially change the entire value chain of 
how insurance services are designed today in 
terms of price and form?
Virgil Soncutean: Lean, easy to trade with, simple 
choices for customers and fast response are the new 
principles redefining the entire value chain of an 
insurance company.  
Today, customers are becoming better informed and 
demanding towards insurance services. The 
information asymmetry between customers and 
insurance companies is narrowing and that will 
make customer’s demand more precise in terms of 
insurance needs. New risks are emerging - e.g. cyber 
risks and therefore new covers are growing in 
demand. The customers’ lifestyle is changing as the 
new technologies and IoT are becoming more and 
more part of daily life. IR 4.0 can potentially 
influence both frequency and severity of events 
covered by insurance policies. For example, 
telematics solutions or sensors used in healthcare 
can potentially increase prevention and reduce the 
frequency of insured events, or smart homes to 
detect a malfunction or fire much faster allowing for 
early intervention with better damage control – all 
such effects will potentially reduce the frequency 
and severity of the events covered by insurance 
policies and this will potentially, for all good reasons, 
shape the covers and put pressure on tariffs from 
the customer’s side. 
“The traditional insurance, as we know it, is about 
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Life insurance, Health insurance, Liability 
insurance and Property insurance are 

growing in awareness and demand for all 
good reasons.
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to change with a faster dynamic. New insurance 
territories will be more visible: assistance service for 
the complete customer experience, cyber, healthcare 
cost mutualisation to allow the low income 
population to benefit from insurance services, smart 
device insurance etc. In this New World, the 
insurance company cost discipline becomes a 
survival competence as the customers are 
demanding more value from insurance products 
putting pressure on each stage of the value chain of 
an insurance company.”

Q: What about the human force? What impact 
do you see?
Virgil Soncutean: It depends on time horizon. 
Within the next 10 years’ time, human force will 
remain an essential factor for success in the 
insurance industry, despite the huge potential to 
simplify and automatize processes, and to use AI to 
build scientific models to compile big data and to 
capture more from reality. 
Except commodity insurance products, human 
force will remain the essence for success in the 
development of the insurance industry. There will 
be a continuous need for human experience & 
expertise in underwriting and claims so that decision 
calls and actions are made. Overall, the human force 
will become better equipped to perform in a more 
efficient and effective manner.

As a society, we have survived and adapted to the 

first 3 industrial revolutions with an unemployment 
ratio not necessarily affected in a negative way. I 
therefore believe it will require an adaptation effort 
as I expect three types of consequences in the work 
force: some jobs will disappear, other jobs will be 
transformed and new jobs will be created, ones we 
are not even thinking about right now will appear as 
well.
Overall, the commodity business of the insurance 
industry will be radically shaped by the IR 4.0 and 
human interaction will be reduced. The non-
commodity lines of business will need a better 
equipped and trained human force to succeed.

Q: What are the jobs that in the past you 
wouldn’t have considered to become so 
valuable, but they did?
Virgil Soncutean: Customer experience designer, 
project manager, change management leader, digital 
marketer, service design thinking specialist and data 
miner. 

Q: What characteristics of the new employee 
are most important today?
Virgil Soncutean: Digital native, adaptability and 
willingness to change and a customer oriented attitude. 

Q: In terms of insurance products, what are 
the products or covers that the company will 
need to focus on in the near future, in order to 
secure their business and their human force? 
Virgil Soncutean: The recent surveys on the 
customer’s behaviour are showing that Life 
insurance, Health insurance, Liability insurance and 
Property insurance are growing in awareness and 
demand for all good reasons.

Q: Are the companies aware of the new risks 
that they are exposed to?
Virgil Soncutean: Yes. The companies are 
becoming more aware but starting from a low base. 

Q: The new trends show that people are paying 
more attention to life and health protection. 
Do they prefer to pay this protection 
individually or for it to be provided by their 
employers as an incentive?
Virgil Soncutean: Both cases apply.  In Allianz – 
Tiriac, the sales of employee benefits products 
bought by companies for their employees are 
growing by 50% per year, while individual products 
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are growing by more than 100% per year, but the 
individual products started 5 years later than group 
products, so their base is still marginally small.   

Q: Advanced developments in medical technology 
will have implications on longevity. What are 
their implications in how we finance our lives 
through Life & Health insurance and pension?
Virgil Soncutean: The demographic trends are 
already putting pressure on social security and public 
pension budgets and this pressure will increase. The 
life expectancy is increasing as we speak; therefore 
the need to finance the same quality of life over a 
longer period of time with lower expectations in 
terms of government support is widening the 
financial protection gap. 

This protection gap is not only creating an 
opportunity, but an urgent need to use insurance 
products to fill at least a part of this gap. Some 
events (positive or negative) in our lives require an 
amount of money which exceeds not only our 
savings accounts but also our entire capacity to save. 
For example: education of the children, natural 
catastrophes with impact on our belongings, critical 
illness, living too long or too short,  living with 
disabilities, access to proper health care etc. can 
bankrupt a family or a business. And right here, the 
insurance industry can mutualize the cost and 
provide social value and real solutions to real 
problems. The insurance industry can stand up and 
provide for the people when they mostly need it.   

Overall the commodity business of the 
insurance industry will be radically shaped  
by the IR 4.0 and human interactions will be 

reduced. 
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Q: First of all, we would like to ask you what’s 
your opinion about the fiscal turmoil of 2017-
2018 and what are the effects we are seeing in 
2018?
Gabriel Biris: We had a lot of changes, which is not 
at all helpful for the much needed predictability for 
all businesses. The number of changes and the 
magnitude of some of them is difficult to understand 
taking in consideration that the actual Fiscal Code 
was passed in 2015 by the same people that changed 
in 2017 and 2018. Even now, the minister of finance 
(same as in 2015) announced that they will come 
with a new set of changes in autumn, to bring 
stability and predictability to the fiscal legislation…
Just to make a summary of some of the most 
important changes:

A.In January 2017 entered in force a much 
needed provision to cap the base of 

calculation for the contribution to the health fund 
due by employees. One month later, not only that 
this cap was eliminated, but they also eliminated 
the cap for the contribution at the pension fund, 
which led to an increase of taxation, despite the 
fact that we have all explained how destructive this 
measure is. 

B.The threshold for micro companies was first 
increased to 500.000 euro and later to 

1.000.000 euro and the possibility to opt for tax on 
profit was eliminated starting January 2018. Later, 
starting April 2016, this possibility was reintroduced; 
otherwise Romania would have been erased from 
the map by new investors.

C.Split payment for VAT was introduced for all 
tax payers through Ordinance no. 23, despite 

Interview with Gabriel Biris, Managing Partner, Biris Goran  

About Romania’s fiscal 
turmoil and its adjustment to 
the Industrial Revolution 4.0

the opposition of all businesses (small, large, 
Romanian or foreign). None of the arguments of the 
business environment were heard by the 
Government, but fortunately the Parliament 
listened to us and significantly amended it before 
entering in force at 1st of January 2018, otherwise 
we would have encountered severe problems, both 
the tax payers and ANAF.

D.ATAD (Anti Tax Avoidance Directive) was 
implemented ahead the schedule (2018, 

instead of 2019), thus creating a competitive 
disadvantage for Romania in the review; it was 
introduced without a proper analysis of the impact.  
Our thin capitalization rules – which offered a very 
efficient tool against profit shifting, were replaced 
with a new rule, capping the deductibility of interest 
to 200.000 euro (which includes interest paid to 
local banks and financial leases), thus affecting 
companies that use bank loans to develop or to 
finance their working capital. This limitation is 
severely damaging to Romanian companies and 
creates a huge competitive disadvantage for 
Romania when competing with countries in the 
region for new investments.

E.The so called “fiscal revolution”, i.e. the shift of 
social contributions (health and pension) from 

the employer to the employee also created chaos – 
millions of additional documents to the employment 
contract had to be signed in a very short period of 
time. I personally consider that this was basically a 
good measure; the way it was implemented was 
however very poor. This measure was in fact 
proposed by me while serving as state secretary in 
September 2016, but for completely other reason. 
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To cope with changes, we have to invest much 
more in the education of the future work 

force, and we have to start from the 
foundation, with early childhood education. 
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What I wanted to achieve with this was to be able to 
cap the base of calculation for social contributions 
based on the sum of all incomes, so that the total 
fiscal burden depended only on the amount earned 
and not on the type of income. Now, the 
discrepancies are even higher than before.

F.The new tax introduced for income obtained 
from offshore exploitations, which most likely 

will postpone investments in the Black Sea because 
the stability clause (GEO 160/1999) was abolished, 
thus removing any guarantee for investors of having 
predictability for their business plans. To add to the 
problem, the law is so poorly drafted that even its 
author, Mr. Dragnea, declared that it needs to be 
amended.
We also had some weird discussions on other 
measures, such as household tax and tax on turnover 
for all companies, which fortunately were aborted 
by the government. However, these also added on 
the nervousness of the investors, spreading lack of 
trust in the ability of the new government to 
properly handle the fiscal policy. The result of this 
fiscal turmoil is evident: no new significant 
investments in Romania were announced, and the 
level of new direct investment by existing companies 
is also quite low, despite the optimism generated by 
the record level of the GDP growth in 2017. This 
growth is mainly due to the increased consumption 
as a result of highly procyclical policies of the 
Government (higher wages in the public sector, 
higher pensions, and lower VAT rate).

Q:  You have both private and governmental 
experience. In this context, what technological 
changes for workers, companies and 
governments would you predict? 
Gabriel Biris: Technology offers a lot of new tools 
for both companies and governments, tools that can 
help increase both the productivity of companies, 
but also the quality of public services offered by the 
government to its citizens/taxpayers. Unfortunately, 
our decision makers are not very keen to use 
technology at a larger scale. The most evident 
example is ANAF, were there is almost no investment 
in the IT systems, despite a program financed by the 
World Bank. The introduction of the new cash 
register was postponed for almost 2 years, and when 
it was finally implemented this year, the measure 
was crippled by eliminating the on-line 
communication between the cash register and 
ANAF’s servers.

Q:  What’s the impact of Industry 4.0 in the 
Legal World? 
Gabriel Biris: The legal market is constantly 
evolving to accommodate its clients’ needs. I expect 
that AI will be able to help lawyers to offer better 
services or to improve the administration of law 
firms. As a matter of fact, the law profession already 
changed as a result of the internet and Google, who 
made all kind of information widely available. Now, 
nobody is paying to receive information anymore, 
clients come to lawyers to receive solutions.

Q: How soon will Romania face the 
consequences in employment due to transition 
to smart factories or self-learning robots? And 
how do you see the current scare of workforce 
capacity in Romania? 
Gabriel Biris: When you look to the structure of 
production in Romania, you will see that many are in 
the work intensive areas, where robots are not yet 
available or are too expensive. Thus, in my opinion, 
Romania is more endangered here by the lack of skilled 
personnel in sufficient number than by the robots. 
However, Romania has to understand the evolution 
and to prepare for the future, especially when it 
comes to its education system. To cope with 
changes, we have to invest much more in the 
education of the future work force, and we have to 
start from the foundation, with early childhood 
education (nurseries, kindergartens). A first step was 
already done with Law 201/2018, but serious 
investment in this domain has to be made in the 
years to come.

Q: Can you please give us some arguments 
about why the technological developments 
should be followed closely by lawyers? Should 
the law follow and adapt to developments in a 
specific way? How do we create legal 
infrastructure for something that is so new and 
complex as the Industrial Revolution 4.0?
Gabriel Biris: It is obvious that technological 
changes have a significant impact on our lives, as 
well as on the way businesses are conducted. The 
laws have to adapt accordingly and here I will give 
only two examples. 
One refers to how the tax systems (both on corporate 
tax, but also VAT) have to evolve to fit the new 
paradigm. Companies no longer need a physical 
presence to sell goods in a specific country, neither 
to sell services, and the tax legislation was not fit for 
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the new landscape. This led to exaggerations on 
both sides: companies used the legislative gap to 
shift their profits in low tax jurisdictions and 
governments started to revise their policies, even 
retroactively. It is only recently that law makers 
started to pay attention to the topic, thus, now we 
have specific regulations to electronic sales of goods 
and services.
The other refers to privacy. Technology started to 
interfere a little bit too much with our lives, which 
led to the need of new regulations in the field. This 
is why the GDPR appeared and led to a new 
specialization for the legal profession.
Both the legal infrastructure and the legal profession 
will have to evolve to cope with the challenges posed 
by new technologies.

Q: What are the drivers of change in 2018 for 
business law and for the professional services 
industry? 
Gabriel Biris: The most important driver of change 
is, of course, the introduction of GDPR. This 

Regulation introduced new compliance procedures 
for business, and, of course, new opportunities for 
lawyers and other providers of professional services, 
such as IT, HR, sales, etc.

Q: What are the most important threats and 
opportunities for the Romanian business 
environment in 2018?
Gabriel Biris: The biggest threat for Romania 
comes from its policy makers. While salaries in the 
public sector and pensions are heavily increased, 
investment in infrastructure decreased significantly. 
The budget deficit is expected to sky rocket in 2019-
2021, when pensions will almost double. Add the 
demographic crisis and we have a recipe for a 
financial disaster… Higher deficits will also mean 
higher financing costs, higher inflation, and this will 
only harm investors and consumers.
Opportunities are, as well, abundant, mainly due to 
the increased consumption. Hopefully, new 
opportunities will come as a result of new 
investments in education, health and infrastructure.

The result of the fiscal turmoil is evident: no new 
significant investments in Romania were 

announced, and the level of new direct investment 
by existing companies is also quite low.
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Q: Romania is in the sixth consecutive year of 
economic growth. In your view, what are the 
strategical directions for the Romanian 
Economy in the next three year in order to 
continue this growth cycle?
Gyerko Laszlo: Romania had a strong run in recent 
years, fuelled mostly by fiscal stimulus and low 
interest rates. In developmental economics theory, 
this is considered a paradox because developed 
countries usually have low interest rates and high 
taxes and developing countries the other way around. 
So, from a macroeconomic perspective, this period 
with both low taxes and low interest rates can be 
considered an anomaly. We can see now that interest 
rates started climbing, some may call it “normalising” 
and most economic experts are forecasting a 
slowdown in economic growth. But I think that if you 
look closer you can see some important structural 
changes in the economy. One aspect that may go 
unnoticed is the notable increase in competitiveness 
for a lot of national sectors and markets. From a 
structural perspective, it is quite hard to come up 
with negative examples in our key sectors. Most of 
the important sectors in the Romanian economy 
have quite competitive market structures and a lot of 
competitors. This is very important, it makes the 
economy much more resilient because it keeps the 
companies focused, efficient and innovative, and it is 
good for consumers too. Of course, there is still a lot 
of room for improvement in administrative reform, 
especially in cutting red tape and in public 
infrastructure investment, and these should be the 
strategic directions going forward.

Q: Do you see any particular opportunities for 
the Romanian economy in the next three years?
Gyerko Laszlo: I think that the strength of 

Interview with Gyerko Laszlo, Consiliul Concurentei

The Competition Authority`s 
impact in the economy

Romania`s IT&C industry is not a surprise anymore, 
since it surpassed agriculture in the contribution to 
the GDP, but some of the positive externalities of 
this strong technology sector may be surprising. 
Some industries that are not obvious victims of 
technological disruptions may find out that nobody 
is perfectly insulated from this. As Niels Bohr is 
credited with saying: “It`s hard to make predictions, 
especially about the future”, but one thing that will 
probably happen is the increase in volatility in 
international markets, and we have to be prepared 
to take advantage of this, or at least not be surprised 
by it. 

Q: According to the latest statistics, the 
Competition Council generated more than 1 
billion Euros in its 20 years of existence, by 
over-sighting 10 key industries. Are the 
opportunities in these 10 key industries? What 
is the Top 3 industries in term of opportunities 
and what it is needed in order to materialise 
those opportunities?
Gyerko Laszlo: First, I have to mention that the 1 
billion euros amount is just a very conservative 
assessment done by the Bucharest University of 
Economic Studies of the consumer benefits 
generated by a sample of the most important 
enforcement and advocacy efforts of the Competition 
Authority. So, when we talk about the Competition 
Authority`s total impact in the economy we have to 
think about an amount that is orders of magnitude 
higher. The study just shows that a relatively small 
public authority, with a small budget, can have a 
great impact if it`s committed and professional, and 
that the big fines in high profile cases that everyone 
is talking about are just half of the story. Secondly, 
Romania has become in recent years a regional leader 
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takes all” outcomes, where you have 

“competition for the market” and not that 
much “competition in the market”
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in technology intensive industries, mostly due to 
strong entrepreneurial ambitions and in energy, due 
to its resources and assets. Two examples that stand 
out are: the telecom market, which is quite strong in 
Romania and where we also have regional relevance, 
and e-commerce, where we also have strong trends 
and a powerful regional presence. 

Q: How do you see the Industrial Revolution 
4.0 in terms of competition and opportunities 
both for companies and consumers?
Gyerko Laszlo: The problem with this new 
industrial revolution is that, as the past industrial 
revolutions have, it will render a lot of industries 
(and jobs) obsolete. As Schumpeter said, innovation 
is the most extreme form of competition because it 
threatens the very existence of businesses. Of course, 
this will be great for consumers but it raises some 
risks that competition authorities are currently 
trying to understand and prepare to address. For 
example, innovative markets tend to lead to “winner 
takes all” outcomes, where you have “competition for 
the market” and not that much “competition in the 
market”. New powerful tools like platforms, big data 
and price algorithms could generate situations that, 
for now, competition authorities may not fully grasp. 
The good part is that economic theory and practice 
clearly states that big profits attract fierce competition 
and the recent history shows us that dominant 
companies in highly innovative markets tend to be 
disrupted and attacked by highly aggressive 
innovators. One clear example is Microsoft, which, 
in the long term, faced a lot more threatening 
challenges from Google and Apple than the ones 
faced from the European Commission and US 
competition authorities. 

Q: As a Competition Council board member 
you are in charge with the state aid also. How 
do you see this component of the economy and 
what have you learnt from the Romanian 
experience of implementing the state aid?
Gyerko Laszlo: State aid was one of our main 
problems before our EU accession, but that incredible 
effort helped us build inside the Competition 
Council a very strong expertise in this area. One 
challenge that state aid poses is that the 
straightforward relationship between state and 
private actors that you have in a typical regulatory 
body – industry environment becomes more 
complex in cases where state aid is involved. In such 

cases you have a more complex relationship between 
businesses – state aid grantors (which are state 
entities) – national point of contact (Competition 
Council) – the final approval and control body (the 
European Commission). This is where our state aid 
expertise comes into play, in advising grantors to 
efficiently use this policy instrument while fully 
observing the EU State Aid policy framework. 
Nowadays, certain types of state aid, which were 
mostly intended to saving dying companies tend to 
decrease with economic development, and other 
types of state aid, such as aids for R&D&I or for start-
ups, meant to generate growth and positive 
externalities, tend to increase. We can see this 
phenomenon currently in Romania`s economy, 
although we still have some big state-owned 
enterprises that face state aid issues. 

Q: Where is Romania better compared to its 
competitors? In other words, what is Romania 
sustainable comparative advantage that might 
and should be used until 2020? What can 
Romania potentially do better than other 
economies?
Gyerko Laszlo: Romania has a lot of room to run, 
and even if we may lack one clear competitive 
advantage, we have a combination of advantages 
that can fuel growth and development for a long 
time. Some of these are well known, like the relative 
size of our market, the low public debt, the stability 
of our financial system and the low energy 
dependence but some might not be so obvious, like 
the structure of our most important markets, that I 
already mentioned, and a relative diversification of 
our economy. Some of these not-so-obvious 
advantages may even be counterintuitive depending 
on the context, and I`m thinking of the relative 
underdevelopment of our financial system that, in a 
way, insulated our economy during the financial 
crisis. In this logic, the important efficiency and 
productivity reserves that we can access in a future 
crisis may be considered one of our main advantages, 
provided we manage to implement simple reforms in 
some key areas. 

Q: How could Romania’s economy better match 
its strengths with market opportunities?
Gyerko Laszlo: One important problem in Romania 
is that we tend to ignore opportunities. This could be 
more of a cultural problem, but we focus too much 
on problems and we tend to lose sight of our 
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objectives. If we can have less self-doubt and more 
optimism, I think we can manage to better identify 
opportunities and use our strengths to seize them. 

Q: What’s the next challenge for the Romanian 
economy?
Gyerko Laszlo: One important challenge that is 
already here is the high inflation and interest rate 
environment. This will put pressure on businesses 
and consumers alike. But as I already mentioned, the 
competitive structure of the markets will hopefully 
mitigate some of this pressure. In the long term, 
maybe our greatest challenges are related to 
demographics and emigration, which are already 
creating problems for the labor market and the 
educational system. If we can manage to implement 
some kind of coherent program for stopping this 
brain-drain and bringing back our workforce, this 

will mean not only the elimination of the greatest 
risk, but also a huge step forward for Romania.  

Q: These are all our questions. Please specify if 
you have something else to add for our readers.  
Gyerko Laszlo: One important resource that we 
need to take more care of is trust. Trust between the 
people and also trust in public authorities and 
policies. Despite the noise that policies in certain 
areas may generate, from an economic perspective, 
Romanian authorities have done a lot to improve the 
business environment in the recent past. And, on 
this topic, quality business press and media, like 
yourself, has a key role in both presenting the 
business realities that matter and that have an impact 
on economic incentives, and also in educating the 
society in turning down the noise and focusing on 
the real problems and opportunities.

One important resource that we need to 
take more care of is trust. Trust between 

the people and also trust in public 
authorities and policies.
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Q: First of all, why chatbots? How do they act as 
an intelligent assistant?
Dragos Metea: There are multiple answers here. 
Firstly, because we are living in times when we see 
new consumer norms. Online chat has become the 
preferred communication channel for millennials 
contacting businesses. Studies have shown that 
Generation Y is the first generation to favour online 
chat and social media over picking up the phone, as 
a means to contact a business. I have experienced 
this myself while talking to my teenage daughter.
Secondly, this reality has stemmed from the need of 
self-service in different business areas. Either 
internally, within your company, or from merely 
planning your vacation, to rapidly understanding 
the sales dynamics or the current track that your 
team pursues. Similarly, we have all seen low quality 
service or long waiting calls when booking certain 
services (medical, travel services etc.)
I believe we would all like to have an assistant in 
charge of required repetitive activities or of helping 
us find information in a simple and rapid way. We 
would, additionally, want such an assistant to learn 
by doing the task we ask them to do. In tune with 
this, Druid is intelligent as it comes with 200+ skills 
from day one, can connect with as many systems as 
you have in your organization, and, due to its analytical 
skills, can learn to identify which skills are most often 
used, which skills fail and what answers or skills it 
lacks. All this input is captured by the bot trainer, 
which will then train the robot in order to fill any gaps.

Interview with Dragos Metea, CEO, Druid SA

The position of chatbots in 
the economic context and 

their influence in the 
foreseeable future

Q: Which are the main benefits for an intelligent 
entrepreneur when using the software assistant 
and what is the best way to do so?
Dragos Metea: Entrepreneur or enterprise, each of 
them can benefit from the use of a virtual assistant. 
Irrespective of the size of the company, benefits can 
be derived from an improved customer service 
experience due to personal touch and quick 
engagement, up to an optimization of internal 
processes and increased speed and effectiveness of 
employees, due to faster access to information and 
better task tracking in a very intuitive way.
Furthermore, while some types of businesses naturally 
lend themselves to bots such as service-oriented 
businesses, there are plenty of other companies that 
can reap immense benefits of bots. A general rule of 
thumb is that if your company regularly communicates 
with customers or could increase communication to 
improve sales and customer experience, using a 
chatbot could be a good option.
Finally yet importantly, many companies undergo a 
digital transformation process and one of the 
challenges of this process is the adoption rate. 
Introducing bots as part of the digital transformation 
is not only about changing digital experiences, but 
also about helping customers, employees or partners 
make decisions in a more effective manner. It’s about 
an operational transition.

Q: Business models in using chatbots still seem 
to be in early stages. Where can Druid expect 
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It’s clear that automation will result in a massive 
reclassification and rebalancing of work and this 

means creativity, innovation, imagination, and 
design skills will be prioritised by employers.”
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growth to come from? Is it from venture 
capital? Is it from revenues from the near 
future?
Dragos Metea: Both. Now, joke aside. Indeed, this 
is a very early stage and I see it as an advantage for 
both us and our clients who are open to adopting 
new technologies or new approaches.
I am very confident that growth will result from 
revenues, as we have a very ambitious roadmap, which 
our early adopting clients have started to validate. 
Nevertheless, I am also exploring the VC area, as our 
current project is merely a kick-off idea.  We have also 
put forth other interesting ideas regarding Druid, 
which can completely alter the entity-system 
interaction paradigm. In order to ensure that all these 
prospects become reality, I am conducting another 
round of investment.

Q: Why is Druid suitable, in the same time, for 
businesses, customers and employees?
Dragos Metea: A host of organisations are currently 
undergoing massive digital transformation, as they 
seek a high level of adoption, both internally or 
externally, as well as an improvement of service 
quality and employee efficiency.
From the optimisation of the internal process up to a 
better and more intuitive experience of an 
organisation’s customers, from an improved and 
close relation with its partners to more rapidly 
delivered customer feedback, bots are not designed 
for specific persons, as they bring value both to a 
company and its partners and customers.
Bots can not only perform tasks, deliver alerts, and 
serve customers, they can also leverage artificial 
intelligence to anticipate their needs and learn from 
their conversations, while understanding key aspects 
of things regarding different process areas.
Druid provides skillful chatbots for different 
industries and processes (HR, Sales, Self Service, Field 
agent etc) which adds value both within an 
organisation and for its customers.

Q: It’s 2018 and the Romanian economy is going 
through a never before seen workforce crisis. 
What is the position of chatbots in this 
economic context and how will they influence 
the foreseeable future?
Dragos Metea: The future of work in the next 
10-15 years will be influenced by the continuous 
progress of technology, automation and AI (artificial 
intelligence). When so many complex forces are at 

play, linear predictions are too simplistic. All of us 
(businesses, governments and individuals) need to 
be prepared for a number of possible, even seemingly 
unlikely, outcomes.
Bots will reshape the way that work environments 
operate and streamline traditionally administrative 
tasks, from simple meeting scheduling to more 
complicated tasks, such as support, independently of 
the industry within which they operate.
In this context, introducing bots will definitely help 
business maintain a certain level of service quality, as 
well as help its employees be more efficient and spend 
their time on more creative/added value activities.
To conclude with, bots for employees will create a 
competitive advantage for entrepreneurs, in their 
quest for human resources by offering them modern 
and better tools to render them more efficient, 
effective and innovative, while at the same time, 
making them feel good at work.
Gartner predicts that by 2021, 15% of all customer 
service interactions will be completely handled by AI, 
an increase of 400% from 2017.  

Q:  Where do you see the next big boost of  using 
chatbots? Is it in the recruitment process? Is it in 
the healthcare industry? Is it in the banking 
industry? Is it in the hospitality industry? 
Dragos Metea: We can already see the added value 
of using bots in the B2C area, mainly in retail and 
customer support. In B2B, we have experienced a 
high rate of adoption in the HR, Customer Support 
and Sales processes. For these you can see low-
hanging fruit as early as the second minute. 
Imagine how much time will be saved in an 
organization (employees and HR department) if there 
exists a VEA (Virtual Enterprise Assistant) that can 
assist all employees 24/7 in most HR activities 
(vacation, certificates, FAQs, organisational chart, 
employee job description etc.) In the same area, I 
believe that the recruitment process is another field 
where bots can provide significant value. 
But this is just one example. We are talking about a 
change of paradigm, so I believe that all processes 
will incorporate the use of bots, automation and AI 
in the foreseeable future. When looking from an 
industrial perspective, we realise that all industries 
with massive client exposure will certainly adopt 
faster technologies (banking, healthcare, retail). The 
same will apply to those willing to deliver 
effectiveness to their organization and increase 
employee satisfaction.
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Q: How does the software assistant continue to 
learn after it is put to work? Or, how can we 
make sure that the chatbot won`t malfunction?
Dragos Metea: Malfunction sounds more industrial. 
I like the word, though. When we introduce our 
product, we talk about two main roles. One is the 
final user, which basically interacts with any of the 
bots and the other one is the “bot trainer”.
Also, when discussing VEA (Virtual Enterprise 
Assistant), we refer to it as we do an employee who 
just has been hired. It comes with some skills (200 + 
conversation flows for different processes, connectors 
to several systems [CRM, SQL, ERP, REST etc] and 
cognitive services [Language processing, imagine 
processing, etc]) but needs to be trained by someone 
who understands the organization and its processes. 
This is the role of the bot trainer who has the internal 
knowledge, as well as all the available tools, to train its 
Druid in a very intuitive and simple way. 
Training is a continuous process but once a bot has 
been trained, they will be available for everyone 24/7. 
They will not resign for a better offer, nor will they take 
a sabbatical. Their skills and knowledge will endure.

Q: How would you define the sum of available 
enterprise knowledge and how can the 
entrepreneurs access it?
Dragos Metea: Enterprise knowledge is already 
there. It is within their organization, their people, 
their well-defined processes, and their systems. The 
problem is that it is not easily accessible. Sometimes, 
it is hardly available at all. 
Ideally, all organisations should have no training or 
no knowledge required for their employees to do 
their job. Most of their processes should be very 
intuitive, self explanatory, and of self service. 
What Druid does is to connect to all enterprise 
systems, leverage internal and external know-how 
around processes through its skills, and, based on 
AI-rich services, make all this available to everyone 
within the company or its clients, using a very simple 
and intuitive user interface (online chat).

Druid SA
Muzeul Zambaccian street, no 33, sector 1, Bucharest

Phone: +40 722 274 204, skype: dragos.metea1 
www.druidsoft.ro 

Q: How does Druid add a personal touch to the 
software assistant?
Dragos Metea: What we provide is a very powerful 
no-code bot platform for enterprises where you can 
rapidly design, develop and deploy VEA (Virtual 
Enterprise Assistants) that seamlessly integrate 
within existing business systems.
The beauty and uniqueness of our solution rely on 
two pillars.
• Conversation designer, where bot trainers configure 
dialogs with the bots.
• Enterprise integration framework (aka Connector 
hub) that is the core intelligence of a bot and the hub 
towards all available enterprise knowledge.
All this is enriched by AI cognitive services provided 
by different technology partners.
Additionally, this platform does not come empty. It 
comes with hundreds of skills and scores of 
connectors which have been build based on our 
experience, and together with business leaders in 
different verticals.
What we put on the table is not just a mere chatbot. It 
is an off-the-shelf, smart, skilful and permanently 
available enterprise assistant for everyone, with all 
the tools available for their training.

Q: These are all our questions. Please tell us if 
you have something else to add for our readers.
Dragos Metea: We are entering a new era where 
new products and business models develop at 
lightning speed and where AI, bots and automation 
make up the new norm. 
Automation will clearly result in massive 
reclassification and rebalancing of work and the latter 
will become pivotal. This means creativity, innovation, 
and imagination, while employers will prioritise 
design skills.
I think we should be open and curios about all these 
new technologies and try to find the best way to 
leverage their power in order to make our life better 
and our business grow.

Bots for employees will create a competitive 
advantage for entrepreneurs in the fight for human 
resources, by offering them modern and better tools 

to be more efficient, effective and innovative.
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Businesses are reshaping for a better tomorrow through  portfolio 
transformation.

Is your portfolio fit  
for the future or  

fashioned on the past?

I’m glad to say the story hasn’t changed 
much since October. M&A appetite 
remains high. Now, more than half of 

our respondents are planning to complete a 
deal over the next year and 86% believe the 
M&A market will get hotter in the next 12 
months.

So, maybe more of the same isn’t a bad 
thing. Who would have predicted a 
record first quarter, in spite of a much 
more aggressive antitrust regulatory 
environment and continued weakness 
in Chinese outbound activity (which is 
largely driven by more aggressive 
regulatory frameworks)? 

Despite this challenging backdrop, we did 
have a record first quarter and our survey 
respondents expect a strong market to 
continue. Don’t misunderstand me, I’m not 
saying I expect a record year for M&A — 
largely because of the challenges mentioned 
above. However, this is shaping up to be a 
very good year for deal activity. Why? Well, 
there are a few contributing factors we will 
analyze in this report.
 
First and foremost, we are squarely in the 
era of portfolio transformation. Barriers 
to entry are shrinking in most industries 
as technology advances and traditional 

industry structures blur. Seventy percent 
of our respondents view portfolio 
transformation as the top item on their 
boardroom agenda. Companies are now 
in the regular rhythm of  selling assets in 
order to raise capital to invest in the right 
technologies and sector adjacencies.

Second, despite nationalism and 
protectionism, companies plan more cross-
border deals than ever before. Technology 
has made the world a smaller place. 
Protecting existing customers and finding 
new ones requires that companies 
reimagine their geographic footprint. 

Third, the rise of private capital is having a 
significant impact on the markets. Private 
capital now exceeds public capital. Private 
equity funds are taking advantage of  longer 
investment horizons to invest more for the 
medium to long term. 

So, as you will see in our report, the pros for 
M&A outweigh the cons. Also, companies 
continue to grow more savvy in evaluating 
deals and will walk away from bad ones. We 
need to stop thinking about M&A as a 
boom and bust market. M&A is here to stay 
— perhaps as the most important tool  in 
redesigning your portfolio.  
Steve Krouskos EY Global Vice Chair  
Transaction Advisory Services

MACROECONOMIC 
AND EXTERNAL 
ENVIRONMENT

Broad-based synchronized 
growth underpins buoyant 
economic outlook
With all major indicators of the global 
economy pointing up, executives feel 
confident about growth in 2018.
Business leaders see little or no downside in 

By EY Romania

What is your perspective on global economic growth?
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their economic outlook. For the first time 
ever, our survey shows 99% of executives 
expecting global economic growth to be 
stable or improving. 

Several quarters of synchronized growth 
globally along with optimism around the  
impact of US tax reform are contributory 
factors to this positive sentiment.

Corporate earnings  the main 
pillar of executives’ 
confidence in capital markets 
and investment plan
Strong corporate earnings bolster upbeat 
assessment of capital market conditions. 
The outlook for corporate earnings and 
credit availability remains strong. These 
are two key ingredients for a robust M&A 
market.

Our respondents’ view on short-term market 
stability and equity valuations has declined 
slightly since October 2017 — but perhaps 
less than some would have expected.

A mere 2% predict any declines in 
valuations. Similarly, only 2% see a 
potential for market stability to 
deteriorate. In contrast to many market 
commentators, executives are looking at 
their own fundamentals and seeing a 
brighter outlook for capital markets.

The relatively small decline in these 
measures sends an important message — 
the underlining confidence in growth and 
economic outlook outweighs fears 
resulting from ongoing public negotiations 
around trade and geopolitical tensions.

The re-emergence of inflation 
raises old fears
After several years of persistently low 
inflation, executives cite rising inflationary 
pressures as a key risk to their investment 
plans. 
From a longer-term perspective, the 
re-emergence of inflation poses the biggest 
risk to investment plans. Inflation can easily 
trigger higher material costs and wages as 

well as undermine supply chain agreements.

More so than market volatility, currency 
shifts and interest rate hikes, rising 
inflation could place an immediate strain 
on the availability of cash to reinvest and 
recycle into growth opportunities.

Executives are  navigating a 
wide range of external issues 
that could hamper growth
Uncertainties out of their direct control are 
unsettling executives, but understanding 
the issues is the first step in being able to 
navigate these risks.
From political uncertainty to geopolitical 
tensions and currency volatility to rising 
protectionism, executives have a broad 
array of external threats to navigate. 
While the impact of increasing tensions 
on the political stage has unsettled the 

wider capital markets, any destabilizing 
effects have yet to be felt in corporate 
earnings or optimism about the economy.  
Rising geopolitical tensions and increasing 
electoral share for populist parties area 
concern for businesses. With policy 
becoming harder to predict, nearly half of 
executives see policy uncertainty as a key 
risk to their business and a similar number 
cite geopolitical tensions.

The US has been vocal over the past few 
months about its desire to reimagine the 
global trade system. If protectionism 
increases, it could interrupt the efficient flow 
of goods and services between countries.

Executives are also concerned about 
disruptive forces, including technology, 
digital transformation, sector blurring 
and changing customer behaviors, that 

Please indicate your level of confidence at a global level in the following:

What is the bigger risk to your investment plans?
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52% of global executives plan to acquire 
in the next 12 months.

could have a more immediate impact on 
their business. Understanding the broad 
swath of external risks enables executives 
to understand the transformations 
needed within their own ecosystems. 
This will better enable them to survive 
and thrive in a fast changing environment.

GOVERNMENT 
INVESTMENT IN 
INFRASTRUCTURE

With government  finances 
shaping up, executives 
anticipate increased 
investment in infrastructure
Increasing expectations for infrastructure 
spending could accelerate corporate growth. 
The vast majority of executives across 
most regions expect government 
investment in infrastructure to increase 
over the next 12 months. However, fewer 
US respondents expect an increase 
compared to other regions — perhaps 
indicating an opportunity in the US.

The potential for infrastructure investment 
to have a multiplier effect on GDP growth is 
anticipated to be an important stimulant 
for corporate growth. Nearly two-thirds of 
executives say it will increase their growth 
rates.

Investment in building new digital and 
improving transport infrastructure is the 
key ask by executives. Both should help 
underpin similar investments being made 
at the corporate level.

BOARDROOM AGENDA 
AND SHAREHOLDER 
ACTIVISM

A new era of continuous 
portfolio transformation 
beckons, as companies utilize 
emerging technologies to 
navigate a fast-changing 
external landscape 
Identifying strategic gaps in their portfolio 
is the main priority for boards.

What do you believe to be the greatest near-term risk to the growth of your 
core business?

Do you expect the government in your country to increase infrastructure 
spending over the next 12 months?

How will government spending on infrastructure impact your growth plans?

Where should government infrastructure spending  be focused?
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Portfolio transformation, including both 
the buying and selling of assets, tops the   
issues cited by executives as the most 
prominent concern they will be dealing 
with  in the next 12 months. The 
paramount need to reshape portfolios in 
an era of accelerating change means a 
shift to an almost continuous assessment 
of current operations, risks and 
opportunities. 

As the external environment in which 
companies operate is evolving, executives 
are looking to identify strategic gaps in 
their portfolio. Unless these gaps are 
filled, many companies may find 
themselves at a competitive disadvantage. 
Understanding the full breadth of their 
competitive ecosystem is more critical 
than ever. 

Making sure they buy or build the 
accelerating technologies that will boost 
earnings and productivity needs to be 
done concurrently with analyzing the 
external industrial landscape.

These decisions are also having to be seen 
through the lens of increasingly vocal 
shareholders and the emergence of a 
more active government and regulatory 
environment.

Technology fosters many of 
the questions boards are asking 
— as well as the answers
Boardrooms are focused on technology to 
improve decision-making and boost 
company performance.
Companies are increasingly using analytics, 
artificial intelligence (AI) and instantaneous 
data gathering to make better-informed 
decisions about their portfolio.

AI and robotic process automation (RPA) 
are seen as the key technologies that the 
boardroom is considering. As such 
technologies become more widely 
adopted, they will influence every area of 
a company’s operations and decision-
making processes. 

Which of the following will be most prominent on your boardroom thinking 
during the next six months? 

On what do you expect shareholder activists to focus their influence in the 
next 12 months?

On what do you expect shareholder activists to focus their influence in the 
next 12 months?

Of course, access to data is the lifeblood 
of AI — and companies are more focused 
on ownership and control of data than 
ever before.

Another technology that boardrooms are 
currently focused on is cloud computing. 

This is where the data and technologies 
to understand the data collide. There is 
also another related issue that boards are 
confronting. Cloud computing has 
created much greater optionality around 
outsourcing IT infrastructure.
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A more activist shareholder base has 
emerged, willing and able to make their 
demands heard.
Both board members and activist 
shareholders are keenly focused on portfolio 
transformation and asset disposals.
Where these two constituents differ is 
around the application of proceeds from  
asset disposals.

Executives have more of a bias to recycle 
capital into the portfolio whereas activists  
are looking to see a certain element of 
realized capital be returned to shareholders.

M&A OUTLOOK

Dealmaking to continue as 
companies look to transform, 
and private equity deploys its 
dry powder
While 1Q18 has reached record levels, 
disciplined dealing is the critical 
component of today’s M&A market.
On the back of a record first quarter of 
dealmaking in 2018, executives are 
signaling a continued desire to transact.
But, unlike previous record first quarters 
in 2000 and 2007, the M&A market is not 
expected to see a frenzy of buying at 
inflated multiples or buyers 
overleveraging to finance deals. 
Executives are continuing to be more 
disciplined in their dealmaking, with 
more than two-thirds (73%) saying they 
have failed to complete or have walked 
away from a deal in the past 12 months. 
And of these, the majority (58%) say it 
was due to competition from other 
buyers or disagreement on price/
valuation.

So while 2018 looks set to be a healthy 
year for M&A, it may not see big or 
controversial deals in the headlines on a 
regular basis. And as well as valuations, 
executives are also mindful of the shifting 
landscape of governmental or regulatory 
intervention in dealmaking. This is 
another reason to view the current deal 
market as robust but not overheated.

Global M&A appetite remains healthy  
despite geopolitical uncertainty.

With the acceleration of technological 
advances, many companies are struggling 
with what hardware to buy, so they are 
leasing it instead. This has shifted major 
technology costs from the balance sheet 
to the P&L. The impact of this is still 
emerging, but may contradict the idea 

that companies have been cutting back 
on investment in the prior few years.

Activist shareholders and 
executives in tune about the 
need to transform business 
operations and portfolios

PORTFOLIO TRANSFORMATION

Divestitures will be a critical component of 
successful portfolio transformation as 
executives look to raise capital to fund 
technology-driven changes.
Nearly a third of executives have increased the 
frequency of portfolio reviews in the past three 
years. Digital transformation is driving this 
accelerated frequency. The opportunities 
offered by new technology, as well as the threat 
from their more digitally savvy competitors 
and start-ups, are driving transformation plans. 
Boardrooms are also looking at the increased 
competition driven by sector convergence and 
technology-enabled changes to established 
business models.
With the economy improving, credit still freely 
available and corporate earnings at  record 
levels, executives are making the hard decisions 
now to better equip their businesses for the 
future. The actions taken by executives after 

their most recent portfolio review clearly signal 
that acting at speed is critical. Almost 
three-quarters (74%) expect to achieve their 
objectives within 12 months. Of those actions, 
more than a third (39%) identified an asset at 
risk of disruption to divest, and another third 
(32%) identified an underperforming asset to 
divest. Current dealmaking conditions make 
this an opportune moment to divest. What may 
not suit one portfolio may be an ideal fit for 
another. There is also a healthy appetite by 
private equity (PE) to acquire selected divested 
assets. However, with divestitures especially, 
the balance between speed of decision and 
execution needs to be judged finely in order to 
extract the most value and lay the foundation 
for future success. And as with the wider 
boardroom agenda, capital released through 
divestitures can be recycled into both existing 
operations and in M&A.

Are you reviewing your 
portfolio more frequently than 

three years ago?

As a result of your most recent 
portfolio review, what was the 

main action taken?

If yes, what is the key reason for 
reviewing your portfolio more 

frequently?

Following your most recent 
portfolio review, over what time 

frame have you achieved
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Executives are signaling their 
confidence in the near-term 
conditions for dealmaking.
The vast majority of executives expect the 
overall global M&A market to improve over 
the next 12 months.
The expected improvement in the outlook 
for the global M&A market aligns with the 
increases in pipelines and deal closures 
highlighted later in this section.

Bigger pipelines, better 
targeting and continued 
scrutiny to underpin M&A for 
next 12 months
The majority of executives plan to increase 
their pipelines in the next 12 months.  
Similarly, two-thirds expect to complete 
more deals in the next 12 months 
compared to the prior 12 months.

But discipline will be maintained. 
Companies are increasingly using 
sophisticated methodologies to source 
potential targets. They are also using new 
and evolving due diligence techniques and 
analytics to assess planned acquisitions. 
This is especially the case where the target 
is outside their sector or is being acquired 
not as a stand-alone revenue- generating 
asset, but to accelerate growth and 
performance in existing operations.

US TAX REFORM

Reforms may bring an upside 
to M&A and see some lapsed 

HUMAN CAPITAL TRANSFORMATION

As portfolios and business models become 
more agile, fluid and responsive to change, the 
challenges in securing the right mix of workers 
are greater. Companies are becoming more 
dependent on nontraditional forms of labor, 
particularly contractors and contingent 
workers. Determining how to best utilize 
contingent workers and integrating them while 
retaining corporate culture is the most pressing 
workforce issue executives face.
The increasing use of more flexible workforce 
models raises complex issues and may expose 
companies to financial and reputational risk. 

The need to protect intellectual property (IP), 
continuity of operations, and build and retain 
institutional knowledge also comes into play.
However, in many leading economies there are 
record levels of employment and generational 
lows in unemployment. More than half of 
executives (55%) are struggling  to identify and 
hire people with the right skills.
Many are reskilling their existing workforce to 
better respond to technology changes as a 
result. But this can be a challenging 
transformation — contingent workers may be 
needed to accelerate the process.

Which of the following workforce issues is your organization encountering?

What is your expectation for the global M&A market in the next 12 months?
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Companies are becoming more dependent on 
nontraditional forms of labor, particularly 

contractors and contingent workers.

How do you expect your M&A pipeline to change? 

What is your expectation for the number of deal completions by your compa-
ny compared with the past 12 months? 

Do you expect to see increasing competition for assets in the next 12 months? 

Have you either failed to complete or canceled a  planned acquisition in the 
past 12 months? 

deals resurrectedforms may 
bring an upside to M&A and 
see some lapsed deals 
resurrected
Companies are still considering the full 
implications of US tax reforms — and 
their strategic response.
Both US and non-US executives do see 
some potential boost to dealmaking from 
the US corporate tax code reforms. 
However, a similar number of non-US 
executives are downbeat about the 
potential impact. The majority do not 
expect a material impact either way.

Taxation levels, in and of themselves, 
generally do not drive dealmaking. Tax is 
part of the calculations on valuations and 
future growth potential, but deals are 
driven by strategic objectives. Also, in 
today’s environment of relatively loose 
monetary policy, strong corporate 
earnings and elevated stock prices, the 
ability to fund deals has not been an 
impediment to M&A.

Where there may be an uptick is inbound 
activity into the US. A fifth of non-US 
executives say they are reconsidering 
deals they had previously decided not to 
pursue or put on pause in the light of 
recent changes in corporate taxation in 
the US. 

There may also be an increase in domestic 
combinations in the US itself, but more 
driven by the boost that tax reform will 
have on the overall economy and 
expectations of higher growth than just 
simply tax.

The majority of US executives plan to 
invest tax reform gains in existing 
operations. The provisions in the reforms 
that are more favorable to investing in 
short-lived assets may  help companies 
that are still unsure about what 
technology assets to acquire. This may  
help US companies retain their lead in 
the technology sector, as well as 
turbocharging growth in others.
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A fifth of executives plan to return cash to 
shareholders. And a further potential 
boost to a strengthening economy: a 
sizable allocation will be directed to 
increasing salaries and creating jobs in 
the US.

Given the fluidity of the situation, 
executives should carefully consider all 
implications and the potential opportunities 
the reforms may yield.

MAJOR THEMES IN M&A

Increase in cross-border 
dealmaking and the return of 
private equity continue to 
dominate M&A
Lingering geopolitical uncertainty is not 
hampering cross-border and sector deals.
Despite fears of greater protectionist 
actions by governments, executives still 
expect cross-border M&A to be the major 
theme of M&A in the next 12 months. For 
many companies, dealing in a globalized 
market is a necessity. Technology is 
connecting companies with customers 
across the globe and growth plans are no 
longer country-centric.

Many years of cross-border M&A 
experience have better enabled executives 
to navigate different legal and regulatory 
regimes. In 1Q18, cross-border deals 
account for 30% of deal value and 23% of 
volume.* Both are in line with long-term 
averages.

A strong presence of private equity in the 
deal markets is also expected by 
executives. This trend began to accelerate 
in 2017 and has continued in 2018. There 
has been an increase in the size of deals 
involving PE, as well as more situations 
where PE and corporates collaborate on 
deals across many sectors and 
geographies.

If executives are comfortable buying 
abroad, they are becoming equally open 
to buying across traditional sector lines. 

Do you expect the recent changes in corporate taxation in the US to have an 
impact on global M&A? 

How do you plan to primarily allocate any extra cash  from repatriation or 
arising from tax reforms? (US respondents only)

What will be the main themes of M&A in the next 12 months?

Are there any deals that you had previously decided not to pursue or put on 
pause that you are considering again in light of recent changes in corporate 
taxation in the US? 

With convergence a major driver, 
executives expect to see more cross-
industry deals in the near term.

Both hostile/competitive deals and a return 
of megadeals (US$10b+) have been a feature 
of M&A in 2018 and could be a continuing 
trend through the latter part of 2018. 
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More than three-quarters (81%) plan cross-
border M&A in the coming 12 months as access 

to new markets in different geographies 
continues to be a growth priority.

What do you see as the biggest potential risk to dealmaking  
in the next 12 months? 

Increasing intervention by 
authorities and new rules for 
competition need to be 
factored into dealmaking
Government and regulatory intervention 
is cited as a major potential risk to 
dealmaking in the near-term. 
A number of countries are looking to 
bolster their ability to block takeovers, 
primarily from abroad, using national 
security or national interest provisions. 
Dealmakers must factor in changing 
political sentiment when assessing 
targets. 

The manner in which regulators assess 
deals is also evolving. Previously, it was 
simply a matter of market share. Now 
competition authorities are examining 
other factors, such as combined research 
and development strengths or access to 
and control of data. These topics will also 
have to be considered carefully when 
assessing deals.

Of equal concern is the availability of 
high-quality assets in a competitive deal 
market. However, companies are looking 
to transform their portfolios and PE is 
becoming more active in rebalancing 
their assets. These dynamics could 
provide a stream of high-quality assets to 
the market through 2018. Interestingly, 
valuations are not seen as a significant 
risk to dealmaking.

SECTOR OUTLOOK

Oil and gas
 With oil price stabilization has come a 

transition to a new normal, which has 
seen confidence grow over the past six 
months. There is an expectation of 
increased activity through the coming 
year as more activity in both upstream 
and downstream is seen.

 Increasing innovation in deal structures 
from nontraditional methods (JVs, alliances, 
etc.) has gained traction with companies in 
a cash-constrained environment.

 Private equity and sovereign wealth 

funds continue to invest in oil and gas, as 
they look to deliver higher returns 
through selective investments. Though 
this has helped drive some acquisitions, 
caution remains, as not all investments 
have delivered on expectations.

 Portfolio optimization strategies are 
adapting to focus on delivering growth 
through convergence. This has been 
driven partially from pressure on boards 
to accelerate earnings growth in the short 
to medium term.

 Companies linking their equity story 
and business strategy are able to secure 
available financing, especially at a time 
when dealmaking is the popular answer 
to increasing above-ground efficiencies 
through technological advancement.

Telecommunications
 Telecommunications companies continue 

to show elevated M&A appetite at a time 
when convergence, consolidation and digital 
growth opportunities are pronounced across 
all geographies.

 Boundaries between industry verticals 
are blurring, and telcos view adjacencies 
in technology and media sectors with 
particular optimism. The addition of 
content, advertising and IT capabilities 
remains squarely on the M&A agenda, 
while new opportunities in IoT enable 
telcos to serve changing demands across 
a range of industry verticals.

 Partnerships and alliances are also 
gaining ground as operators consider 
low-cost routes to expand their service 
portfolios. In turn, this underlines the 
importance of effective build, buy or 

partner strategies as operators engage in 
various forms of value creation.

 Consolidation and tower sale-and-
leaseback remain important routes to 
capex control as the industry enters 
another period of network migration. 
Looking ahead, the emergence of 5G 
technology has the potential to transform 
traditional approaches to infrastructure 
rollout, while at the same time spurring 
further business model overhaul.

Automotive and 
transportation

 At a time of rapid technological 
disruption, automotive companies are 
proactively managing their portfolios to 
protect their core businesses. Key 
markets, such as China, Europe and 
California, where the push for vehicle 
electrification is highest, are driving the 
case for change.

 New digital and connectivity 
technologies enhance the need for auto 
companies to adopt new business models 
and seek further M&A opportunities in 
the tech sector, and others.

 Automotive M&A revolves around 
acquiring innovative capabilities offered 
by start-ups. The collaborative economy, 
where mobility providers offer services 
without owning vehicles, is leading to 
partnerships between automotive vehicle 
manufacturers and new entrants.

 Automotive companies, especially 
those with limited cross-sector 
experience, are challenged to identify the 
appropriate counterparties and develop 
the right partnership models.
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 The sector is moving toward total 
connectivity between vehicles, traffic and 
municipal services.

 The path to fully autonomous vehicles 
will impact automotive strategies, leading 
to increasing convergence with the 
technology sector.

 Automotive companies understand 
that improving their competitive edge 
requires a sharp focus on acquiring 
innovative assets that best position them 
for success in an evolving landscape.

Consumer products and retail
 The presentations at the 2018 CAGNY 

CPG conference demonstrated 
unprecedented appetite for M&A as 
consumer products companies seek to 
reshape their portfolios for growth and 
consumer relevance.

 Companies are looking at both bolt-
ons and transformational deals as they 
consider how to accelerate their value-
creation strategies.

 However, high prices and scarcity of 
assets means many appetites are not 
being fulfilled, with discipline being 
shown by consumer products companies 
in their dealmaking.

 Still, the likelihood of megadeals this 
year remains high, given pent-up demand 
and ample firepower.

 Many companies are acquiring startups 
and local players to enter new or niche 
markets, as well as investing in new 
technology to drive innovation, with 
early-stage venturing a common theme.

 Many retailers continue to be pressured 
by not just the accelerating shift to online 
and away from bricks-and-mortar, but to 
a seamless omnichannel experience.

 Those retailers and consumer products 
companies that can adapt to the range of 
change drivers, from advances in personal 
tech to changes in social norms, will be 
best positioned to meet the demands of 
the future consumer.

Mining and metals
 The focus for most of the mining and 

metals sector in 2017 was consolidating 

balance sheet strength and maintaining 
capital discipline. 

 Divestments remain a significant driver 
as non-core assets are spun off in favor of 
leaner, optimized portfolios. 

 Consolidation deals to unlock value 
through synergies will be fuelled by a 
growing threat of intervention from 
activist investors and potential acquirers.

 Miners will continue to respond to the 
potential of diverging and volatile 
commodity markets by optimizing their 
portfolios to cushion against revenue 
fluctuations. Companies will look to 
investment-led strategies to diversify by 
commodity or region. Some of this 
activity will be to shape portfolios for 
future growth and sustain shareholder 
returns. 

 Companies will look to financing and 
flexibility to remain important as the 
sector seeks to maintain a balanced and 
efficient capital structure.

Power and utilities
 There is a strong interest in regulated 

businesses, including electric transmission 
and distribution, gas distribution, 
contracted power generation, water 
distribution and treatment businesses, as 
well as renewable energy assets.

 A combination of historically low 
interest rates and scarcity of attractive 
deal opportunities have led investors to 
be aggressive in pricing opportunities 
when they become available. 

 Substantial financial sponsors’ dry 
powder earmarked for P&U remains 
unspent with funds looking for energy 
infrastructure deals, which could 
encourage established companies to sell 
assets at premium valuations.

 The entire sector is undergoing radical 
change, with new technology and new 
competitors aggressively challenging the 
traditional monopoly mind-set.

 Disruptive trends include government 
and regulatory change, a changing 
generation mix, grid defection, increasing 
customer expectations, and the entry of 
non-traditional competitors.

 This shifting energy landscape is 

Which are the top destinations in which your company is most likely to pursue 
an acquisition in the next 12 months (including your domestic market)?
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driving market participants in this sector 
to innovate, look at new markets and 
redefine traditional business models to 
ensure a profitable future in increasingly 
competitive and dynamic markets.

Executives name the US, Brazil, Canada, China 
and the UK as the top five investment 

destinations of choice respectively.

GEOGRAPHIC 
OUTLOOK
Companies still look across 
borders for  assets, despite 
protectionist fears

The US and Western Europe are in the 
spotlight as companies look to acquire 
growth and innovation.
Regardless of heightened protectionism 
and new rules governing cross-border 

Top investment destinations and their key characteristics
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dealmaking, companies are increasingly 
looking across the globe for innovative 
assets and access to new customers.

In 2016 just 38% of respondents were 
looking outside their domestic markets 
or own region to do deals. The increase to 
63% of respondents in 2018 shows not 
only the imperative to look everywhere 

THE CRITICAL QUESTIONS EXECUTIVES SHOULD ASK THEMSELVES TO DRIVE BETTER M&A IN TODAY’S DEAL ECONOMY.

1 Is your portfolio fit for purpose?
Buying and selling can be the fastest way to 

transform your portfolio and reshape the future 
direction of your business. Being able to 
proactively respond quickly to emerging 
opportunities — and threats — is a must in the 
warp speed world of business today.

2 Can you strategically manage your own 
ecosystem or will the external environment 

manage you?
The pace of convergence and disruption is 
compelling companies to look across a broader 
landscape to understand their relative 
competitive position. Companies should 
recognize the new realities of today’s markets 
and develop new ecosystems to spot future 
growth opportunities — and identify emerging 
threats.

3 Are you utilizing tomorrow’s  
technologies today? 

Technology is a transformer. The increasing use 
of AI, RPA and big data is revolutionizing the 
way boards assess and optimize their operations 
— and encouraging them to make bold decisions 
on what to buy and sell to gain prime market 
position. Companies need to be certain their 
strategic decision-making processes enable 
them to take advantage of emerging 
technologies.

4 Can your deal strategy navigate the rules or 
will regulation rule your M&A?

The growth imperative means companies will 
remain focused on accessing new markets or 
acquiring innovation. An early understanding of 
regulatory implications in terms of how you 
shape the deal — such as subsequent asset sales 
to meet competition/antitrust requirements — 
could give you
a competitive advantage.

5 Is your future success contingent onyour 
workforce? 

With record levels of employment in many 
leading economies the war for talent has never 
been fiercer. The right skills are often in short 

supply. Reskilling existing workers or hiring 
contingent workers are options. Using M&A to 
secure talent is another and executives should 
be sure that integration strategies secure the 
most value from human capital.

6 Are you actively managing your 
stakeholders? 

Shareholder activists can be viewed as strategic 
advisors and their investment is often a sign of 
potential value. Executives should engage with 
activists and look to leverage value-creating 
insights and points of view.

7 Is private equity a competitor or a 
collaborator? 

Private equity funds are investing more and 
more for the medium and long term. They are 
also returning to the
M&A market with significant purchasing power. 
Corporate executives should be prepared for 
increased competition for assets — or be open 

to collaborating with PE on deals, especially 
when acquired assets may need to be divested
to execute the deal.

8 Does the answer to your growth question 
lay beyond your national borders?

Notwithstanding rising nationalism and 
protectionism, companies are planning more 
cross-border deals than ever before. Executives 
should remain alert to opportunities outside 
their domestic market and be prepared to 
reimagine their global footprint.

9 Is walking away the best deal 
 you ever made? 

The deal landscape is highly competitive and the 
competition looks set to intensify further. But 
executives are making shrewd judgments based 
on strategic rationale supported by better 
information. Today, the use of new tools and 
technologies to assess available data from 
multiple sources will determine deal fitness.

for the right assets, but also the comfort 
that executives feel in dealing in a global 
marketplace.

Surprisingly, while both the US and 
Western Europe have tightened oversight 
on inbound acquisitions, they come out 
as the clear destinations of choice for 
executives. The key to transforming 

portfolios will be accessing or acquiring 
the right intellectual property in these 
regions.

The strengthening economic outlook in 
the Eurozone and the potential boost 
from US tax reforms also make these 
markets prime locations for targeting 
enhanced customer growth.
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CAPITAL AGENDA — HELPING YOU FIND ANSWERS TO TODAY’S TOUGHEST STRATEGIC, FINANCIAL, OPERATIONAL AND COMMERCIAL QUESTIONS.

CONNECTED CAPITAL SOLUTIONS

How you manage your Capital Agenda today will 
define your competitive position tomorrow. We 
work with clients to create social and economic 
value by helping them make better, more-

informed decisions about strategically managing 
capital and transactions in fast-changing 
markets. Whether you’re preserving, optimizing, 
raising or investing, our Connected Capital 

Solutions can help you drive competitive 
advantage and increased returns through 
improved decisions across all aspects  of your 
Capital Agenda.

Whether you’re preserving, optimizing, raising 
or investing, our Connected Capital Solutions 

can help you drive competitive advantage and 
increased returns through improved decisions 

across all aspects of your Capital Agenda.

Executives will walk away from deals 
despite market highs.

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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The EBRD Advice for Small Businesses programme has recently conducted an 
expert-opinion survey to capture the most urgent concerns of the Romanian small 

and medium-sized enterprise (SME) sector and map out potential solutions. 

EBRD Advice  
for Small Businesses:  

offering strategy and advice 
for SME competitiveness 

The study, conducted with several of 
the consultants in the programme, 
revealed that Romanian SMEs are 

looking to increase their capacity and 
establish viable business strategies but 
they are unable to access professional 
expertise and consultancy services that 
would help them achieve these goals. 
The study revealed six main topics of 
interest.

1. Strategy and priorities: 
“If many organisations focus on 

turnover and production efficiency in the 
short term, in the long-term [...] it is vital 
to build a healthy organisation with a real 
culture, not just one displayed on the 
walls. This requires constant effort, which 
is almost unquantifiable.” (Dan Ionescu, 
Danis Consulting)

“A coherent and coordinated strategy 
ensures risk reduction and business 
sustainability.” (Diana Dimitriu, Centru de 
Promovare și Publicitate)

“The priorities of any organisation, from 
large companies to SMEs, must be 
formulated, brought to the attention of all 

longer appropriate.” (Cristi Cozic, 
Entersoft)

“A SME, its owners and employees 
should focus on business-generating 
activities, not on time-consuming tasks – 
those can be automated.” (Georgian Roșu, 
Pluriva) 

“It is important for development plans 
to take into account external factors and 
internal capabilities.” (Zsuzsa Bereschi, 
Horvath & Partners)

“The priorities of a Romanian SME in 
increasing competitiveness are: correct 
positioning, differentiation of competition 
and increasing penetration of the product.” 
(Diana Dimitriu, Centru de Promovare și 
Publicitate).

3. Growth: 
“Growth (of the number of employees, 

of turnover ...) should not be an end in 
itself. More important is stability - a 
constant profit over 10 per cent, a 
reasonable cash flow. Subsequently, 
entrepreneurs can decide the next steps 
and growth is but one of them.” (Dan 
Ionescu, Danis Consulting) 

By EBRD

those who are expected to contribute to 
them and followed up. For this reason, 
applying a tool that helps to transparently 
formulate strategy, to plan, and monitor it, 
such as Balanced Scorecard, is essential in 
the strategic management process. It is 
also very important for the strategic 
objectives to be correlated, the links 
between them to be identified, in order to 
use limited resources to achieve the 
objectives. For example: to achieve a 
profitability level of 12 per cent, we must 
have a 3 per cent market share with X and 
Y products, we need to increase the 
efficiency of X and Y production processes, 
and for these we need automation and 
team training.” (Zsuzsa Bereschi, Horvath 
& Partners).

2. Formulas for success/
development plans: 

“There are no unique recipes for success 
for each industry. There is a certain pattern 
that is found in companies in the same 
sector, but solutions need to be 
personalised, […] when the company gets 
bigger, a “one size fits all” solution is no 
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Change = making something different or 
becoming different.

“As long as the growth rate of an SME 
is consistently (over a period of 3-5 years) 
significantly higher than the growth rate 
of the industry, we can say that the 
company is competitive. From our 
experience, sustainably competitive 
companies that have a strategic approach 
have a growth rate of twice the turnover 
of the other companies and a rate of 
profit growth over six times higher.” 
(Eusebiu Margasoiu, The Network). 

4. Positioning: 
“People usually buy brands, not 

products or services. For healthy growth, 
you need to invest in your brand. The 
strategy should not overlook online 
presence. Online promotion costs are 
smaller and more effective than other 
promotional channels. I think that every 
SME must have a website and a presence 

on Google and Facebook.” (Eugen 
Predescu, Canopy) 

“In the developed markets, we have 
noticed the trend towards partnerships 
and partnership strategies.” (Diana 
Dimitriu, Centru de Promovare și 
Publicitate).

5. Management, consultancy 
and IT:

“The experience transmitted from 
consultants to employees transforms the 
investor’s way into an easier and more 
focused path, leading to results.” (Cerasela 
Gheorghiu, Leader Hotel Consulting)

“In recent years, technology has also 
made it easier for SMEs to access IT 
applications that, until now, were only 
available to very large companies.” 
(Georgian Roșu, Pluriva)

“I believe today that these solutions fall 

into the utilities category, such as 
electricity and running water.” (Bogdan 
Dumitrasconiu, Prova Nov)

“Regardless of where it operates, a 
business software platform will lead to a 
more efficient organisation of the 
company’s business and thus to increased 
competitiveness, including export. A team 
of experienced consultants will identify 
exactly what obstacles the company faces, 
what are the opportunities and what are 
the most suitable solutions that will help 
the company to increase its productivity, 
but also its competitiveness. This initial 
audit is essential to the success of the 
company’s technology.” (Cristi Cozic, 
Entersoft).

6. Winning sectors: 
“The most dynamic sector has turned 

out to be IT, although it has great problems 
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in providing an adequate workforce to 
meet demand. At present, apart from IT 
and agriculture, it is difficult to say what 
the winning areas in Romania are.” (Cristi 
Cozic, Entersoft)

“The IT and hi-tech sector is 
experiencing a dynamic development. In 
industrial production, the automotive 
sector will continue to grow as well as the 
construction of facilities and equipment.” 
(Zsuzsa Bereschi, Horvath & Partners).

The study also revealed common concerns, 
challenges and barriers for Romanian 
SMEs, which include:

Lack of clear strategies communicated 
to the whole collective

Lack of venture capital: “Developed 
markets place great emphasis on SMEs as a 
basic economic force, so that their access to 
finance, information needed to penetrate 
international markets, support in 
internationalisation (such as obtaining 
various certifications required for export) 
are supported by government programmes.” 
(Zsuzsa Bereschi, Horvath & Partners)

Lack of confidence to export to countries 
with strong purchasing power: “Romanian 
products and services often do not have 
enough information on how to develop 
export markets, what business models are 
being practiced.” (Zsuzsa Bereschi, 
Horvath & Partners)

Fear of making mistakes: “I think the 
fear of mistakes, the fear of testing new 
things and investing are some of the 
reasons why small companies fail to grow. 
When you’re young, it’s important to make 
mistakes and learn from these mistakes.” 
(Eugen Predescu, Canopy) 

Ineffectiveness of family businesses
Poor legal environment
Problems delegating responsibility: “An 

entrepreneur cannot know all.” (Eugen 
Predescu, Canopy).

Limited financing, or only seeking it 
from own sources and banks: “Companies 
require consultancy but fail to go further 
because of the lack of budgets for 
implementation of projects” (Diana 
Dimitriu, Centru de Promovare și 
Publicitate)

Lack of innovation: “Whatever the 
question, education is the answer. To learn 
how to lead a business, like any other job, 
involves continuous learning.” (Dan 
Ionescu, Danis Consulting)

Lack of trained staff: “Quality labour is a 
resource that is more and more difficult to 
find in Romania, indeed, in almost any 
field. The causes of this lack of staff are 
multiple. On the one hand, the aging 
population, and on the other hand the lack 
of constant encouragement of the active 
population for professional reconversion, 
through government social policies.” 
(Cristi Cozic, Entersoft)

Inadequate knowledge about consulting 
and other services: “[...] do not have enough 
information about what business models 
are being practiced.” (Zsuzsa Bereschi, 
Horvath & Partners). 

The following consultants contributed to 
the expert opinion poll:  Centru de 
Promovare și Publicitate; Danis Consulting; 
Entersoft; Canopy; Horvath & Partners; 
Leader Hotel Consulting; Pluriva; Prova 
Nov; and The Network.

About the Advice for Small 
Businesses Programme
The EBRD Advice for Small Businesses 
programme, supported by the European 
Investment Advisory Hub with funding 
from the European Union (EU), helps 

SMEs access the help they need, matching 
them with a local consultant who can 
assist with everything from strategy and IT 
to marketing, energy efficiency and 
operations. On average, the programme 
has seen a 55 per cent increase in a SME’s 
productivity. 

The current net average cost of projects 
implemented by companies within the 
programme is about €13,000, and two-
thirds of costs are covered by a grant.

SMEs eligible for the programme have a 
turnover of less than €50 million, less than 
250 employees, are locally owned and have 
at least two years of operational activity. 
Since the relaunch of the programme in 
Romania, in November 2017, 45 projects 
are already under implementation. By the 
end of the programme in 2020, more than 
100 SMEs will have received support in 
accessing business advice.

In Romania, within one year after 
completing a consultancy project under 
the programme, 72 per cent of SMEs 
report having increased their turnover by 
an average of 45 per cent, and 55 per cent 
have improved their productivity while 
expanding their business.

About the EBRD
The EBRD is one of the largest institutional 
investors in Romania, with investments of 
over €8 billion in over 420 projects. The 
EBRD’s commitment to local business 
development in Romania began in 1993 
with the launch of consulting services for 
small businesses. Since then, the EBRD 
has helped over 700 Romanian enterprises 
access consultancy services and transform 
their businesses. 

ERBD
Metropolis Center

56-60, Iancu de Hunedoara Bd., 3rd floor, West Wing
Sector 1, Bucharest

Phone: +40 21 202 7100
www.ebrd.com

DANIELA MARIN
Principal Manager 
EBRD Advice for Small Businesses 

AUTHOR 
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As Romania’s tourism sector grows, challenges faced by entrepreneurs in the field 
persist. Romania’s Tourism White Paper, released by the National Council for SMEs 

and Groupama Asigurari, as the first nation-wide risk assessment exercise at 
industry level, sheds light on industry challenges, expectations and vulnerabilities 

and paves the way for informed and well targeted preventive measures.

How Romania’s tourism 
companies manage 

industry risks 

Romania’s tourism industry 
calls for a cautious optimism 
Romanian tourism is steadily growing, 
confirms Romania’s Tourism White Paper 
(or Barometer), whose results are 
undoubtedly promising; with 71% of 
accommodation units surveyed estimating 
an increase in the volume of tourists in 
2018 compared to the previous year. 
Equally promising is the anticipated rise in 
profits, with close to 70% of 
accommodation units and 77% of tourism 
agencies expecting to increase their 
revenue in 2018. A similar upward trend 
for salary increases is yet another reflection 
of the sector’s high potential.

Nevertheless, even as respondents, be they 
accommodation units or tourism agencies, 
have expressed their intention to develop 
additional services for their clients and 
extend their activity, in order to further 
increase their profit, they face challenges 
in navigating an inadequate and rapidly 
changing legislation, accessing funding, as 
well as high rates of staff turnover. In fact, 
the industry perceives a wide range of risks 

By Groupama Asigurari

associated with their business, from those 
related to market dynamics to reputational 
and financial risks, which are suggestive of 
the shaky ground to which tourism 
operators constantly need to adapt to. 

Insurance products, the key to 
risk management 
The Barometer reveals a high interest of 
the tourism industry in targeted 
insurance packages, as risk management 
tools. Nearly 9 out of 10 tourism operators 
already have a form of insurance. As such, 
the most acquired are property insurance 
policies (64% of accommodation units 
and 47% tourism agencies) and car 
insurances (44% accommodation units 
and 50% tourism agencies). Nevertheless, 
operators expressed high interest in 
further acquiring life, health as well as 
civil liability insurances for their 
employees, suggesting a move towards 
improving employee benefit packages, 
which reflects not only concerns for staff 
retention, but also the fact that operators 
are beginning to have a broader view of 
preventive measures.

THE MAIN BUSINESS RISKS 
IDENTIFIED IN ROMANIAN 
TOURISM BAROMETER
Potential risks were analyzed in five areas: 
financial risks, infrastructure risks, risks 
related to the company’s reputation, 
market dynamics risks and natural 
environment risks.

TRAVEL AGENCIES
Legislative instability - 3.7
Inappropriate legislation - 3.4
High competition - 3.2
Tourists’ budgets - 2.9
Difficult relationships with authorities - 2.9
Corruption in business - 2.9

ACCOMODATION UNITS
Legislative instability - 3.5
Lack of qualified staff - 3.2
Personal retention costs - 3.1
Seasonality - 3.1
Road / transport infrastructure - 3.1
Cost of raw materials and energy - 3.1
Public Recreation Infrastructure - 3.0
Inappropriate legislation - 2.9
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”If you don’t invest in risk management, 
it doesn’t matter what you’re in, 

it’s a risky business.“ 
Gary Cohn
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These findings are particularly telling in 
light of the surveyed operators identifying 
their company’s reputation as a medium 
risk, which signals the need for insurance 
products that enable operators to 
continue their business as untroubled by 
unexpected events as possible and to 
provide continuity to their clients and 
maintain tourists’ confidence in their 
business on the long-term.

What’s next?
The Barometer’s conclusions should not 
be seen as end-points, but rather as 

basis of the risk assessment, the 
conclusions can act as an incentive for 
the same industry to improve its services 
and develop more sustainable business 
models, by making use of adequate risk 
management tools, that include tailored 
insurance packages. 

Mapping of industry risks is a vital part of 
reputation management. And risk 
assessment is all the more relevant for the 
tourism industry, which relies so heavily 
on reputation. 

Groupama Asigurari SA
45, Mihai Eminescu, 3rd floor, 
Sector 1, Bucharest 010513

Phone: +40 21 3058000 
E-mail: office@groupama.ro

www.groupama.ro

CALIN MATEI
Director General Adjunct 
Groupama Asigurari

AUTHOR 

RISK MANAGEMENT
The main tools used for strategy of risk management: Property and Auto (CASCO, RCA) Insurance 

RISK MANAGEMENT
1. Marketing campaigns
2. Insurance
3. Employee training programs
4. European funds 

Accom U. Travel Agen.
57% 48%
30% 48%
27% 32%
13% 9%

INSURANCES
1. Employee benefits (life, health)
2. Liabilities
3. Equipment and machinery

Accom U. Travel Agen.
29% 43%
13% 19%
15% 8%

BLOCKERS
1. Insurance costs
2. Mistrust in insurers
3. Other financial emergencies

Accom U. Travel Agen.
39% 45%
18% 23%
36% 19%

further incentives to identify solutions 
which ensure the growth rate of the 
industry is upheld. For a sustainable, 
long-term growth of a sector that has 
immense potential and can have a heavy 
say in Romania’s economy, it is definitely 
not enough to pat ourselves on the back 
for the results achieved – in many cases 
– by individual hard work. 

Instead, considering that the Barometer 
crystallizes the voice of the industry, its 
conclusions can act as a rationale for 
targeted policies. Furthermore, on the 
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An article based on the book
“Becoming the Banker of Tomorrow: A Five-Land Journey”

by Ayalla Reuven-Lelong

Becoming the
Banker of Tomorrow

By KPMG Romania
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Banks never had to face more 
concerns about the future of their 
workforce than they do today. The 

challenge of disruptive technologies will 
make tomorrow’s banking workforce 
unrecognizable.

Yet most bank leaders focus mainly on 
business models and technological 
transformation and hardly invest any 
time and effort in their talent strategy.

Bank leaders should consider that in this 
new reality in which automation and robots 
will do most of the repetitive work, the 
banker of the future will need to be flexible, 
purpose-driven, creative, entrepreneurial, 
customer-centric, cooperative and a lifelong 
learner. Bank leaders must realize that the 
future of their banks is dependent mainly 
on their ability to attract, retain and develop 
the right type of talents. This is especially 
relevant as banks are no longer perceived as 
a very appealing workplace by many 
talented young people nowadays.

The banker of the future will need to have a 
growth mindset attitude and become a lifelong 
learner in five different fields, which together 

comprise the “Whole Advisor” model.

One of the main challenges of many banks 
is that, in order to create a culture suitable 
for the new era of the workplace, the top 
leaders will need to lead by example. To do 
that, the leaders themselves will have to 
possess the right mindset and be 
entrepreneurial, creative, flexible, 
cooperative, full of passion and purpose-
driven. Unfortunately, our data shows that 
most bankers have a long way to go to get 
there. Cultivating the skills of tomorrow 
takes time, and there are no shortcuts.

The C-suite and top leaders of all banks 
must take this journey very seriously and 
put in the time and effort for self- 
development. Only by going through this 
journey will banks be able to prepare their 
workforce for the new era.

Becoming the Banker of 
Tomorrow: A Five-Land 
Journey
The Five-Land Model describes a 
metaphorical journey that we should all 

go through in order to cultivate the skills 
of tomorrow. This model is based on 
cutting-edge theories on the plasticity of 
the brain, the future of business and 
leadership in the era of complexity.

It is also based on interviews with dozens 
of CEOs, C-suite members and top leaders, 
as well as on the writer’s own experience in 
implementing change management 
processes in different industries, mainly in 
professional services and financial sector.

Bankers and the Mindset Land
This land is based on the theory and book 
of Stanford University Professor Carol 
Dweck, “Mindset: The New Psychology 
of Success”. In her book, Prof. Dweck 
describes two different types of mindsets: 
A fixed mindset and a growth mindset.

People with a fixed mindset attitude assume 
that our character, talents, intelligence, and 
creative ability are static givens, which are 
unchangeable in any meaningful way. 
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Therefore, they tend to stay in their comfort 
zone and resist any change or personal 
development process. These people will 
figure out very soon that their personal 
value proposition is depreciating.

On the other hand, people with a growth
mindset attitude believe that their most 
basic abilities are not fixed and can be 
developed through dedication and hard 
work. They enjoy challenges and see failure 
not as evidence of unintelligence, but as a 
heartening springboard for growth and for 
stretching their existing abilities. These 
people are willing to step out of their 
comfort zones and put in the effort and 
practice to develop new skills and 
competencies. As a result, they will invent 
and reinvent themselves and maintain their 
own winning personal value proposition.

A growth mindset attitude is a prerequisite 
for success in a new reality where change 
has become the new normal.

The banker as a trusted advisor and 

business partner for banking customers is 
not a new concept. To help their 
organizations succeed in the new reality, 
all banking professionals, from back 
office clerk to bank CEO, will have to 
think and act as “Whole advisors” for 
both external and internal customers, 
contributing to a customer centric 
culture.

The first field of the “Whole Advisor” model 
is the Professional field. The bankers of the 
future will still need to have and develop 
skills and competencies related to their 
profession such as corporate/ retail banking, 
treasury, operations, compliance, and risk 
management.

The second field in which bankers will 
need to become lifelong learners is 
Technology and Innovation. Bankers of 
the 21st century will need to be smart 
users of the new technologies that 
increasingly penetrate the world of 
banking from the communications and 
tech industry.

Unfortunately, a significant portion of 
bankers fear these new technologies and 
are not prepared to embrace them. They 
must however understand that they have 
no choice, as this is the direction to which 
the banking world is headed.

The third field of the “Whole Advisor” 
model is Leadership. To become the first 
choice of their strategic clients and most 
talented employees, bank leaders will have 
to demonstrate  leadership skills. Above 
all, they need to think of themselves as 
inspirational leaders. And it starts on the 
inside. Leaders need to find, deep within 
themselves, their own personal vision and 
their own sense of true purpose in the 
profession. Vision and a sense of purpose 
are critical factors in creating endless 
passion and preventing burnout. In 
addition, leaders still need to have 
managerial capabilities, since they have to 
manage their teams, their clients, their 
time and their careers.

Next, the fourth field of the “Whole 
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“The future belongs to a different kind of person 
with a different kind of mind: artists, inventors, 
storytellers- creative and holistic ‘right-brain’ 

thinkers whose abilities mark the fault line 
between who gets ahead and who doesn’t.“

Daniel Pink, author and thought leader on the topic of leadership

Advisor” model is Soft Skills. Nowadays, 
leaders must believe in their ability to 
develop their own set of soft skills, which 
are so very critical to their success. This is 
especially crucial when it comes to 
employees’ engagement, passion and grit. 
Soft skills are also indispensable for leading 
change, building relationships with clients 
and becoming a trusted advisor.

It is not enough to just say “clients come 
first”, as many leaders do. Any bank needs 
to ensure that all of its leaders and 

employees have adequate emotional 
intelligence in order to build meaningful 
relationships with their clients and 
especially to create WOW moments.

Many people mistakenly think that 
thanks to various new technologies, 
especially with the pervasiveness of 
online and digital banking, bankers will 
no longer need to build meaningful 
relationships with their clients. On the 
contrary–the use of technology enables 
bankers to free themselves from 

repetitive, routine tasks and to engage 
more creatively with their customers.

They have thus more opportunities to 
differentiate themselves by focusing on 
client relationships and higher-quality 
services.

And, last but not least, comes the field of 
Business Value Proposition. Many 
banking professionals, especially those 
working in support functions, who are 
not interacting directly with clients, do 

Ten strategies to develop a Growth Mindset
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not feel that business development is a 
natural part of their job. They tend to focus 
on compliance and operational aspects, not 
keeping in mind the big picture and the 
final customers of the bank.

Still, in order to help their organization 
succeed in the market place, all banking 
professionals need to have an 
understanding of how local and global 
trends may affect the preferences and 
needs of their bank’s clients in the coming 
years, and to keep an open mind. They 
should also know which are the most 
important business issues on the C-suite’s 
table, which keep them up at night. 
Whenever possible, they should offer 
valuable and creative solutions to these 
issues. They should invest the time and 
effort to build a meaningful network and 
to act as trusted advisors for their 
management and for their internal and 
external clients. Thus, they will be able to 
develop a winning personal value 
proposition for themselves and to 
contribute to a winning business value 
proposition for their bank.

Bankers and  
the Artgineer Land
The Artgineer Land is based on the 
Whole Brain concept; the left hemisphere 
and the right hemisphere. In the new era 
of the workplace, we all need to be 
Artgineers – both engineers and artists. 
Critical and strategic thinkers, analytical 
and methodological (engineers); yet also 
intuitive, visionary, creative, relationship 
driven and passionate (artists). This land 
relies on theories of brain function 
lateralization, the physical division of the 
brain into two hemispheres, each 
characterized by different functions. 
Although considered to be largely 
metaphorical in nature, the model is an 
effective way of describing and 
understanding different thinking styles 
and decision-making patterns, which are 
complementary to each other. The left, 
rational hemisphere is related to analytical, 
problem-solving, and logical abilities. The 

right, metaphorical hemisphere is related 
to feelings, imagination, abstractions and 
associations, vision, creativity and holistic 
thinking.

In contrast to the 20th century in which 
success belonged to employees and 
leaders who displayed strong left-brain 
skills, success in the new era of the 
workplace requires using both parts of 
the brain and, in particular, right-brain 
related abilities.

Throughout the past hundred years, 
those who were inclined to use the left 
part of their brain had an advantage in 
the organizational world. Rational 
thinking and technical skills were held at 
high regard. Those with pure knowledge 
on their hands, such as engineers, 
economists, accountants, and lawyers 
rose to the top of the pyramid, benefiting 

from high salaries, excellent working 
conditions, respect and prestige.

This period is almost over. In the new era 
of the workplace, many of the roles 
fulfilled by such highly skilled 
professionals are at risk of disappearing.

This day may still be in the future, but part 
of this transformation has already begun. 
This is true for the banking world as well. 
Most of the tasks of bankers with a 
so-called left-brain tendency are repetitive 
and analytical. Such people – the engineer 
type – rely on facts, numbers, details, and 
the checking of the applied aspect of 
things. These repetitive and analytical 
tasks will eventually be performed by 
computers and big data technologies.

On the other hand, banking professionals 
with a right-brain tendency, but who are 
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also driven by a vision, and who are 
intuitive, inspirational, creative and 
expressive, who look at the bigger picture 
– the artistic type – will be more and 
more in need.

The successful bankers of the future will 
see the big picture and will be able to 
connect the dots and be very creative and 
innovative. By doing that, they will be 
able to provide their clients with a 
winning value proposition. They will put 
relationships at the heart of their everyday 
life and will do their best to maintain 
positive relationships with their team 
members and clients, based on trust and 
respect. They will do their best to help 
their clients and team members succeed, 
and that is where they will focus their 
energy. The bankers of the future will 
have a strong emotional connection to 
their field of activity and expertise and 
will be driven to do their best, as they will 
want to be meaningful and wish to have a 
long-term impact on their environment. 
They will have a strong vision and will 
invest their time and energy in places 
where their impact could be greater and 
always look for the next thing across all 
the five fields of the ‘Whole Advisor’ 
model. They will have a tendency for 
exploration, which will drive them to go 
out of their way to find new areas of 
interest, to break the boundaries of the 
present, and to search for new 
opportunities for their organization, their 
clients and their teams. Such people are 
constantly looking for new challenges, 
and as a result, they leave their comfort 
zone on a regular basis. Their creativity 
and their ability to think outside the box 
lead them to discover new ways of 
improving their performance. They focus 
on the opportunities instead of the 
obstacles and are actively seeking 
challenges in order to achieve excellence. 
They look for people with similar interests 
because they understand that the more 
they expand their network of contacts, 
the greater their chance of learning from 
others. Finally, they seek out meaningful 

relationships with relevant figures in 
their field of expertise in order to reach 
new insights, to learn and improve, 
irrespective of their level of knowledge.

These Artgineers will be the biggest asset 
of any bank. In his book “The Future of 
Management“, Gary Hamel notes that the 
abilities that contribute the most to the 
success of business organizations are 
passion (35%), creativity (25%) and 
initiative (20%). They exceed intelligence 
(15%) and diligence (5%). Obedience, 
which was also tested, makes no 
contribution to organizational success. 
These findings are particularly relevant for 
banks, where the compliance culture is 
prevalent.

While compliance remains highly 
important for banks and all their 
stakeholders, including customers, 
regulators and shareholders, the new 
reality demands that bankers should use 
both parts of the brain, as their work and 
their environment has become much 
more complex. Without a doubt, the 
leaders that will be able to make their 
banks succeed in the marketplace will be 
those with a strong right-brain tendency. 
This change, in fact, marks the end of the 
management era and the beginning of the 
leadership era. In the management era, the 
predominant use of the left-brain was a 
prerequisite. In the leadership era, at the 
beginning of the 21st century, an 
additional prerequisite for success is a 
simultaneous and intensive use of the 
right-brain. In other words, a whole-brain 
outstanding performance. A leader must 
work with people – connect with them 
emotionally, create a sense of trust and 
empathy and make them willingly walk 
the extra mile for him or her, and for the 
organization. Many studies find that 
people are not actually committed to 
organizations, but rather to their 
managers. Daniel Pink discusses in his 
book “Drive” how leaders can motivate 
their employees in three ways: through 
autonomy, mastery and purpose. 

“In the Fourth Industrial Revolution, emotional 
intelligence is especially needed to gain new 

competency and fluency.”

Without a doubt, only leaders who 
succeed in using their whole brain will 
be able to do so.

Bankers and the Emotional 
Intelligence Land
EQ stands for Emotional Quotient, 
similarly to IQ, the Intelligence Quotient. 
Measuring one’s emotional intelligence 
comes from the relatively new recognition 
of the fact that emotions are important in 
every aspect of our life, including those 
that were previously considered to be 
entirely analytical or logical by nature. 
Today, emotions are increasingly 
recognized as an inseparable part of the 
thinking processes which are part of our 
professional lives.

Overall, emotional intelligence is a set of 
social and emotional skills that enables 
an optimal action, which leads to 
desirable results – individual and group 
effectiveness, synergy, as well as the 
recognition of challenges and the ways to 
address them. Our emotional intelligence 
model consists of 10 subscales, divided 
into four groups: Emotional Awareness & 
Management relates to understanding, 
accepting and managing our own 
emotions. Social Skills relates to our 
abilities in understanding emotions of 
others and managing interactions and 
relationships. Adaptability relates to our 
ability to understand situations 
objectively and to handle changes and 
uncertainty. Self- Actualization relates to 
our determination, passion and influence.

In the new era of the workplace the ability 
to understand one’s own emotions and 
those of others, to be flexible in the fast-
changing reality, to show determination 
while facing growing challenges in a 
competitive world, and to lead with both 
head and heart, are crucial for personal 
and organizational success in a disruptive 
and turbulent reality.

While in the 20th century emotional 
intelligence was only perceived as “nice- 

Prof. Klaus Schwab – “Shaping the Fourth Industrial Revolution”
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to-have” and sometimes even frowned 
upon, it is nowadays a critical element of 
personal and professional success in the 
new era of the workplace.

Emotional intelligence is a scientific 
concept, based on more than 30 years of 
detailed research. The largest emotional 
intelligence center is located at Yale 
University.

In his insightful book “Shaping the Fourth 
Industrial Revolution“, the president of 
the World Economic Forum, Prof. Klaus 
Schwab says that emotional intelligence 
is especially needed in the Fourth 
Industrial Revolution. According to Prof. 
Schwab, leaders and employees will need 
to become comfortable with the unknown 
and remain both hopeful and alert about 
what comes next. They will need to be 
creative in how they respond to the 
complexity of the systems around them 
and yet remain humble enough to know 
that they cannot know it all.

There is nowadays reputable evidence 
that emotional intelligence is one of the 
biggest predictors of performance in the 
workplace and a strong driver of 
leadership. Without a good amount of 
emotional intelligence, many bankers will 
find it difficult to achieve their personal 
and professional goals, mainly as leaders. 
As Daniel Goleman puts it, “Without it, a 
person can 

have the best training in the world, an 
incisive, analytical mind, and an endless 
supply of smart ideas, but he still won’t 
make a great leader.” Young bankers 
joining the industry will very quickly 
discover this themselves. They join 
organizations that are full of smart, 
hardworking and ambitious professionals 
and they will quickly realize that they 
need more than IQ and a great education 
to differentiate themselves.

Even more than it is today, emotional 
intelligence will be a critical ability for all 

bankers in the next decades. Banks that 
will continue to lead in the future will 
need to create a culture of augmented 
intelligence: the best partnership 
between people and artificial intelligence. 
This partnership should enhance, scale 
and upgrade human activities.

Artificial intelligence + 
Emotional intelligence = 
Augmented intelligence 
Only bankers with high emotional 
intelligence are able to do well in this new 
environment, as they are aware of their 
emotions and their thoughts in various 
situations. They have a better 
understanding of their emotions and  can 
manage them successfully (emotional  
self-awareness is the foundation of 
emotional intelligence). They are also 
proactive and can demonstrate self- 

regulation, acting by choice rather than 
by emotional hijacking. Working in the 
finance industry that is constantly 
scrutinized by regulators, authorities and 
the larger public, in a highly competitive 
market where the quality and speed of 
services is a key differentiator (considering 
that the products themselves barely 
differentiate banks in the marketplace), 
with new trends changing business 
models every day, the ability of bankers to 
understand and manage their own 
emotions is critical.

Bank leaders and bank professionals who 
master emotional intelligence are aware of 
their values, purpose and knowledge, 
which enables them to set challenging yet 
realistic objectives and strive to attain 
them. They have a high sense of self-
actualization and a growth mindset. They 

“Human beings are works in progress that 
mistakenly think they’re finished. The person you 

are right now is as transient, as fleeting and as 
temporary as all the people you’ve ever been. The 

one constant in our lives is change.”
Daniel Gilbert, psychologist
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strive for constant learning and 
development and are not afraid to take 
risks and step out of their comfort zone. 
Their ability to clearly and assertively 
express their opinions and needs both in 
the organization and with their customers 
enables them to achieve their objectives. 
They are flexible and adapt easily to 
changes; they know how to act, even in 
stressful situations, how to remain 
optimistic and happy and how to 
communicate these feelings to their 
employees. They understand the emotions 
of others (employees, colleagues and 
superiors), recognize their needs, provide 
them with an appropriate response, build 
positive and productive relationships and 
become the trusted advisors of their 
clients. They create a shared vision and 
successfully motivate others to join in.

The banking industry needs leaders who 
are not only adaptable themselves but are 
also able to help others adapt to change in 
an industry that has already undergone 
tremendous change and will continue to 
transform itself dramatically in the 
coming years.

Many leaders and professionals in the 
banking world now realize that it is time 
to shift focus from developing mainly 
technical and professional skills to other 
areas. With the banking industry being 
the backbone of any economy, having 
workforces and leaders who are actively 
focusing on developing their emotional 
intelligence skills will certainly make a 
lasting impact.

Bankers and the  
Sustainability Land
The fast-changing and disruptive reality 
in the new era of the workplace is often 
described as stormy weather or turbulent 
water rapids. The Sustainability Land 
relates to our ability to “stay on the boat” 
when there is a big risk of falling into the 
gushing waters. It is about success in the 
long term. The rate and pace of changes 
we are all facing now are not easy and 

take a toll on everyone. No one can run a 
marathon at sprint-speed for a long time 
without proper resources. The land is 
based on the work of many thought 
leaders on the topic of well- being, 
optimism (Professor Seligman), and 
career success in a changing, complex 
and dynamic reality (Barsh and Cranston).

The following five components of the 
sustainability land are therefore crucial 
for our success in the new era of the 
workplace. First, our ability to find a 
sense of Higher Purpose in our work and 
life. Second, our ability to choose to look 
at the glass half full (Optimism). Third is 
our ability to take full ownership of our 
career by building and maintaining a 
personal winning value proposition 
(Proactive Career Management). Fourth 
is our ability to build and maintain a wide 
network of relationships, so people will 
support us during both good and 
challenging times (Social Capital). And 
last but not least, we also need to 
proactively take care of ourselves – get 
enough sleep, eat well, exercise and 
engage ourselves in activities that 
contribute to our well-being and our level 
of happiness (Well Being).

Staying on the boat when in 
the gushing white waters
Higher Purpose:
The bankers of tomorrow need a high 

sense of purpose. Such bankers no longer 
assess their success based only on 
traditional factors such as good financial 
performance, or a low number of 
customer complaints.

They have a strong feeling that their 
personal success is also based on their 
positive influence on all their 
stakeholders: team members, clients, 
shareholders and the society at large. 
Bankers with a high sense of purpose are 
highly committed to their work and 
believe that what they are doing is 
meaningful. They feel that they are very 
competent in their jobs and have a high 
sense of giving and meaning. The sense 
of higher purpose helps leaders inspire 
and motivate their employees, build 
relationships based on trust with their 
clients and contribute to the advance of 
society at large. This sense of meaning 
will help them overcome most of the 
obstacles and stay on the boat in the 
white-water rapids.

Optimism and Positive Framing:
Optimism is a crucial ability in the ever- 
changing reality, when obstacles will be 
on the way most of the time. Optimism 
plays a role in almost every aspect of one’s 
professional life, regardless of its field of 
specialization – when facing clients, 
colleagues, superiors or subordinates, as 
well as when leading organizational 

“Our research shows that purpose well-being 
has a high correlation with social, financial, 

community, and physical well-being.”
Peter Choueiri, President, Healthways International
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change management processes or 
innovative processes.

Optimistic bankers can find opportunities 
in difficulties, seeing problems and 
obstacles in a way that encourages 
creative solutions and innovation. The 
way in which they choose to view and 
interpret the world influences their 
personal and professional achievements. 
It is important to note that “positive 
framing” does not mean putting on a pair 
of rose-colored glasses, but rather the 
ability to see the facts as they are and still 
being able to emphasize the positive. 
Leaders who positively frame their reality 
can lead their teams towards feelings of 
capability and ability, rather than 
submission and helplessness. This ability 
helps everyone to keep going in the 
stormy weather, especially in today’s 
environment where banks are facing 
widespread scrutiny and criticism.

Social Capital:
This dimension relates to bankers’ ability 
to put time and effort into building 
significant networks and create 
meaningful relationships with people of 
various backgrounds. Studies indicate 
that people who have strong social 
networks and good mentors tend to 
progress faster, earn more and be more 
satisfied with their careers. This means 
that creating meaningful and productive 
relationships is part of a banker’s everyday 
job.

Successful bankers build complex 
networks of connections, inside and 
outside of their organisations, which 
increase their personal influence and 
accelerate their development, thanks to 
the variety of ideas, meaningful insights, 
and experience they are exposed to 
through these connections. They consult 
with the relevant experts in different 
fields in order to deepen their knowledge, 
widen their perspective, and eventually 
make better and more professional 
decisions.

Proactive Career Management:
The bankers of the future will recognize 
the fact that in “The Era of the Smart 
Machine” they need to develop the skills 
of the future. They will need to take full 
ownership of their career management 
and determine the set of skills they will 
need for continuous success. They will 
search for opportunities to empower 
themselves, acquire valuable experience 
and upgrade their capabilities. They will 
set themselves challenging goals and put 
in time and effort to achieve them. They 
will certainly not wait for the HR 
department in their bank to provide 
workshops or organizational development 
programmes, but will put in time and 
energy on a regular basis in order to build 
a winning personal value proposition.

Well Being:
The bankers of the future will focus on 
their mental, emotional, physical and 
spiritual health. They will methodically 
invest in their wellbeing by creating 
actions and habits on a regular basis. 
These bankers will realize that everyone 
has a limited amount of energy – from 
the CEO in his or her top floor office to 
the most junior employee. The 
challenging reality in which we live 
demands that we exert massive amounts 
of energy on a daily basis. Many 
professionals in the banking sector work 
long hours and especially those in 
leadership positions struggle to achieve a 
balance between the responsibilities of 
their jobs and their lives outside of work. 
However, bankers need to show 
awareness of the fact that they must find 
this balance as leaders – both for 
themselves and for their employees – 
and that balance can lead to better life 
habits.

Individuals who are occupied with things 
they are good at and love to do are also 
more likely to maintain high energy 
levels. When we use our core skills – our 
strengths – to overcome challenges and 
achieve goals, we experience a mental 

state in which our work is perceived as 
effortless. As a result, we have better 
output, higher productivity and greater 
satisfaction from our work. However, it is 
important to remember that sometimes, 
even when we are focused on the task at 
hand and feel capable and motivated, we 
may still fail. In general, our ability to 
easily recover from failure attests to our 
resilience.

Bankers and the I-21 Land
The I-21 Land symbolizes the bankers’ 
ability to create new lands using the skills 
and competencies they have acquired in 
their personal journeys; Holding a growth 
mindset attitude, leaving their comfort 
zone, and putting in time and energy; 
Becoming Artgineers – critical and 
analytical thinkers on the one hand; 
visionary, creative and innovative on the 
other hand; Displaying strong abilities in 
the components of emotional 
intelligence, becoming comfortable with 
the unknown, responding to the 
complexity of the surrounding systems in 
creative ways and yet remaining humble 
enough to know that they cannot 
understand it all; Maintaining good 
wellbeing, a wide network and the ability 
to positively frame challenging situations.

In the new era of the workplace, bankers 
will need to invent and reinvent 
themselves in order to provide their 
employees, clients and society at large 
with a personal winning value 
proposition:

Professionally: 
Bankers will need to understand how 
their  profession is going to look in “The 
Era of the Smart Machine” and to put 
time and effort to develop the set of 
necessary skills.

Clients: 
Bankers will need to understand how the 
new era of the workplace is going to 
change their clients’ lives, needs, 
industries and strategies, and providing 

“Don’t be a know-it-all; 
be a learn-it- all.”
Satya Narayana Nadella, Microsoft CEO
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them with a winning value proposition.

Employees: 
Bankers will need to support their 
employees in their personal journey in 
the five lands, helping them acquire a 

growth mindset attitude and the skills of 
the future and maintain their 
employability.

Society at large: 
Bankers will need to combine growth and 

profit with support for society at large: 
supporting the development of financial 
markets, investing in making lives of less 
fortunate people better and shaping the 
future of the society in which the bank is 
operating.

Ten strategies to develop I-21:
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While deindustrialization has been an ongoing trend across most European 
countries for decades, Industry 4.0 has the potential to increase manufacturing 

value added and revitalize industrial competitiveness. Manufacturing companies 
need to be ready to transform their business models and invest in the right 

technologies to succeed in the future.

Romanian manufacturing 
competitiveness in the context 

of  Industry 4.0

The wider picture – 
Deindustrialization across 
Europe
Industry is a critical part of the European 
economy, having a contribution of 17% 
in total value added in 2016, according 
to latest UN data(1). It serves as a key 
driver for research, innovation, 
productivity, job creation and exports 
and plays a vital role in the labor market, 

where it generates primarily mid-salary 
jobs and employs workers with a broad 
skillset. Furthermore, industry 
performance is closely linked with 
services value-added, as manufacturing 
activities tend to engage various satellite 
services – ranging from equipment 
maintenance, telecommunications and 
IT to business-related services like 
accounting and consulting.

Nonetheless, over the past few decades, 
Europe has witnessed a clear 
deindustrialization trend, with services 
notably increasing their share of value 
added at the expense of manufacturing 
(Exhibit 1). This phenomenon was partly 
driven by production outsourcing and 
the rise of emerging industrial economies 
such as China or India which have 
captured an important share of the 
world’s manufacturing and industry-
related value-added.

Moreover, as manufacturing productivity 
increased, driven by the rapid advancement 
of factory automatization and the 
widespread use of IT and electronics in the 
production process, the number of 
employees working in industry has 
reduced considerably. In addition to a 
sharp decline in industrialization rate, 
some countries such as Spain or Portugal 
lost up to 20-25% of their manufacturing 
jobs since the year 2000.

But not all European countries underwent 
the same development. Poland for 
instance was able to increase industrial 
value added since 2000, while Germany, 

By Roland Berger

Exhibit 1 – Services and Manufacturing Value Added in Europe and Global 
Industry Value Added
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which generates some 27% of economic 
value added from manufacturing, was 
able to maintain this share constant since 
2000, despite a reduction in the share of 
manufacturing employment.

But even considering these exceptions, 
duplicating the strategy that Germany or 
Poland applied successfully in the past will 
likely not be a viable solution for the rest of 
Europe going forward. Instead, more 
attention should be directed towards the 
present day dynamic environment – an 
attempt to coordinate products, 
production and processes with the current 
economic situation, as well as capitalize on 
new opportunities unlocked by digital 
technologies, will most likely yield the 
most favorable results on the long term.

Industry 4.0 – The key 
enabler for manufacturing 
competitiveness
Industry 4.0 is the industrial application 
of the digital transformation which is 
currently ongoing in most, if not all areas 
of human activity. Essentially, it 
represents the full integration and 
digitalization of the industrial value chain 
by combining new technologies from the 
“digital world” with traditional production 
systems from the “physical world”. 

Automation and the widespread use of 
electronics and IT in production processes 
have been the hallmarks of manufacturing 
since the invention of the programmable 
logic controller in the late 1960’s, but what 
sets Industry 4.0 apart is the fact that it 
allows for autonomous plant operation at 
an increasing level of granularity in key 
business processes. This is possible when 
value chain elements are completely 
interconnected and have the ability to react 
and adapt in real-time, when production 
units are decentralized, intelligent and self-
optimizing/ self-organizing, and when the 
entire manufacturing process is highly 
modular and easily reconfigurable. Exhibit 
3 illustrates some of the key characteristics 
of Industry 4.0 in comparison to the 

Exhibit 2 –  
Industrial value added and employment in selected European countries

Exhibit 3 – Main characteristics of Industry 4.0 compared to Industry 3.0

Exhibit 4 – Industry 4.0 functional characteristics
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previous industrial paradigm which was 
defined by extensive production 
automatization.
 
Some concrete Industry 4.0 concepts 
which can be implemented in most 
manufacturing plants are illustrated in 
Exhibit 4 and described in more detail 
afterwards.

1. Self-optimizing machine networks – 
Connection of machines, work pieces 

and systems in order to create intelligent 
networks that can interact with each other 
autonomously along the entire value chain

2. Augmented operators – Improved 
skills of human operators through 

the use of robots, tools and information 
systems that digitally enhance the real-
world environment to make the 
workforce more flexible and efficient

3. Mass customization – Manufacturers’ 
ability to accommodate high product 

variability and adapt to specific customer 
needs through flexible modular 
production techniques

4. Continuous production monitoring 
– Individual tracking of work in 

progress and finished products to ensure 
traceability throughout the entire 
production chain, as well as provide real-
time quality management/ quality control

5. Smart resources – The usage of data 
and intelligent resource 

management techniques to optimize 
costs by reducing inventories to a 
minimum, avoiding stock shortages and 
simplifying order management

6. Smart products – Products and 
packaging equipped with sensors, 

processors and connectivity which allows 

information exchange with the 
manufacturer and which can adapt based 
on the products’ own state and environment

7. Virtual conception – Virtual design 
of processes and products in order to 

optimize process efficiency, prototyping 
costs and the use of capital

8. Smart and predictive maintenance – 
Digitally-enabled methodology to 

determine the condition of in-service 
equipment in order to predict when 
maintenance is likely to be required

Industry 4.0 has the potential to generate 
highly disruptive effects and it enables 
those who embrace it to increase their 
competitiveness. In addition, Industry 4.0 
will also generate new and improved 
products and business models which can 
ultimately lead to new jobs being created, 
both within manufacturing as well as in 
adjacent sectors supporting the transition.

Romanian manufacturing – 
Between deindustrialization 
and digital transformation
Along with other Eastern-European 
countries such as Poland or the Czech 
Republic, Romania is still one of the 
economies where the industry’s role 
remains quite strong (over 20% of the 
national value added). One of the 
country’s main advantages compared to 
other industrialized EU states is related 
to low-cost manufacturing, although this 
is becoming a less compelling strong 
point in the context of increasing salaries 
and worker benefits. Also, new production 
units that are being built are increasingly 
automated, have lower labor costs and 
provide a strong potential to enable rapid 

growth of high value-added activities.

Roland Berger performed a pan-industry 
study of Romanian manufacturing 
companies in order to understand the 
current state of the sector and get the players’ 
perspective on topics such as 
deindustrialization and digital opportunities 
brought about by Industry 4.0.

Fifty (50) plant managers (general 
managers and technical/ production 
managers) working for manufacturing 
companies of all sizes, and from a diverse 
set of industries, took part in the study. 
While the results are not statistically 
representative for the entire industrials 
sector in Romania, the insights derived 
provide a solid indication for existing 
trends and key future developments in 
the market.

Surveyed plant managers almost 
unanimously (98%) consider manufacturing 
to be a key driver for Romania’s future 
economic competitiveness. At the same 
time, many acknowledge the ongoing 
deindustrialization process (industry value 
added dropped from 36% in 1990 to 21% by 
2016) and the majority see government-
driven solutions as key levers to prevent and 
even reverse this trend. The top 3 levers to 
avoid deindustrialization as quoted by 
survey respondents include infrastructure 
development (90%), a coherent national 
industrial strategy (78%) and the 
development of a technically-oriented 
educational system (69%). 

Furthermore, up to 57% of respondents 
quoted supportive governmental policies 
regarding taxation as an important lever 
to avoid deindustrialization and 43% 
mentioned competitive energy prices. 
Exhibit 5 shows the full list of factors 
under consideration.

In terms of the current level of 
competitiveness, almost all surveyed 
managers consider their companies as 
being competitive or very competitive in 

The top 3 levers to avoid deindustrialization as 
quoted by plant managers in Romania include 
infrastructure development (90%), a coherent 

national industrial strategy (78%) and the 
development of a technically-oriented 

educational system (69%)

Industry 4.0 represents the full integration and 
digitalization of the industrial value chain by 
combining new technologies from the “digital 

world” with traditional production systems 
from the “physical world”.
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their markets, with few exceptions, 
primarily among respondents from 
smaller plants. Most notably, managers in 
automotive and shipbuilding are the 
most optimistic about their companies. 
By comparison, managers working in 
chemicals and plastics, process industries 
and some selected consumer goods 
sectors, feel the least positive about their 
plants’ competitiveness.

When it comes to securing future 
competitiveness, the majority of study 
participants consider operational 
efficiency (76%), manufacturing flexibility 
(69%) and a qualified workforce (63%) as 
key success factors. However, only about 
2 out of 3 managers who indicated 
operational efficiency and manufacturing 
flexibility as critical also believe their 
companies are today competitive in these 
fields. The gap is even higher for labor 
qualification, where less than half of 
managers who consider this a critical 
driver for future competitiveness, also 
recognize their own company as being 
strong in this area.

These results as illustrated in Exhibit 6, 
underpin the need for manufacturing 
companies to actively work to reinvent 
themselves and to invest in improving 
their operating models. The adoption of 
digital technologies is an important step 
in this direction, and the majority of local 
managers (63%) believe the level of digital 
maturity in their organizations is 
advanced. Once again, on average 
automotive companies seem to lead the 
pack in this respect, whereas chemicals 
and plastics producers appear to be most 
lagging behind.

When asked about the disruptive 
potential of digital transformation in the 
manufacturing sector, most Romanian 
plant managers surveyed by Roland 
Berger are familiar with Industry 4.0 
concepts. The vast majority (82%) have 
identified Predictive maintenance as a 
clear game-changer over the mid-term. 

Exhibit 5 – Key levers to prevent/ reverse deindustrialization in Romania

Exhibit 6 – Drivers for future manufacturing competitiveness in Romania

Exhibit 7 – Industry 4.0 concepts expected to be most impactful over the 
next 5 years
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Also, well over a third of plant managers 
believe Robotics, Plant super-connection 
and Fast prototyping will be impactful in 
the Romanian manufacturing landscape 
over the next five years. There is also a 
long-tail of Industry 4.0 concepts, from 
RFID to Cobotics (e.g. plant operators 
working in close collaboration with 
manufacturing robots), which a smaller 
number of respondents have identified as 
having an impact over the next five years. 
The full list is presented in Exhibit 7.

Conclusions
Deindustrialization is an ongoing process 
across most of Europe, as both the share 

of manufacturing value added and 
industrial employment have been 
shrinking for many years. 

On the other hand, with the ubiquitous rise 
in digitalization, the next generation of 
production technology is currently being 
developed and adopted in plants across all 
industries. From smart, AI- and sensor-
driven machinery, to augmented operators 
and predictive maintenance, innovative 
Industry 4.0 concepts have the potential to 
revitalize industrial competitiveness in 
Europe and across the globe. 

A recent Roland Berger study found that 

the adoption of Industry 4.0 technologies 
in so called “smart plants” can generate 
overall cost reductions ranging between 
10-20% (see Exhibit 8). In addition, there 
are significant opportunities on the 
revenue side as well, driven by demand 
for new, innovative and increasingly 
customized products.

Romania remains one of the more 
industrialized countries in Europe, and 
the Roland Berger study shows that up to 
two thirds of interviewed plant managers 
perceive the level of digitalization in their 
companies as advanced. However, looking 
ahead to the next five years, much fewer 
are optimistic about their ability to remain 
competitive on the factors that they 
believe will be relevant. 

This shows that in order to fully leverage 
the potential of Industry 4.0, 
manufacturing companies need to be 
ready to transform their business models 
and invest in the right technologies. 
Remaining idle and not being a part of the 
digital revolution will not be an   option – 
companies need to take action now.

Further reading
For further reading into the topic of 
Industry 4.0/ Digitalization in 
manufacturing, please check out our 
dedicated issue of ThinkAct magazine.

If you are interested in obtaining the full 
copy of the Romanian manufacturing 
competitiveness study, please reach out 
to the following contact persons at 
Roland Berger Romania.

Exhibit 8 – Expected cost benefits of Industry 4.0 concept adoption in 
“smart plants”

Roland Berger Strategy Consultants Romania
79-81 Popa Savu St., 011432 Bucharest, Romania

Phone +40 21 306 0500, Fax +40 21 306 0510
www.rolandberger.ro

The adoption of Industry 4.0 technologies in so 
called “smart plants” can generate overall cost 

reductions ranging between 10-20%, in 
addition to significant opportunities on the 

revenue side.
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With all the talk about cognitive and artificial intelligence (AI) technologies in 
business circles today, it’s natural to wonder whether these capabilities are having 

any measurable impact. 

The business value of 
cognitive. Leaders in cognitive 

and AI weigh in on what’s 
working and what’s next

Deloitte asked some of the most 
aggressive adopters of cognitive 
technologies how they have 

fared to date, focusing on 250 “cognitive-
aware” leaders within “cognitive-active” 
companies. From the impact on jobs to 
their specific goals and exactly which 
cognitive technologies they are using, 
Deloitte Cognitive Survey shares their 
views with the broader business world.

Cognitive technologies are becoming 
ubiquitous in the consumer world. 
Often without realizing it, many of us 
use machine learning, RPA, machine 
intelligence, analytics, AI, natural 
language processing, image recognition, 
and similar capabilities in our personal 
lives. Innovative companies will apply 
their personal experiences to reimagine 
work within their companies.

What cognitive technologies 
were included in the survey?
“Cognitive technologies” include:

Robotic process automation (RPA) is 

software that automates repetitive, rules-
based processes usually performed by 
people sitting in front of computers. 

Computer vision is the ability to extract 
meaning and intent out of visual 
elements, whether characters (in the case 
of document digitization), or the 
categorization of content in images such 
as faces, objects, scenes, and activities.

Machine learning is the ability of 
statistical models to develop capabilities 
and improve their performance overtime 
without the need to follow explicitly 
programmed instructions.

Natural language processing/
generation (NLP/G) is the ability to 
extract or generate meaning and intent 
from text in a readable, stylistically 
natural, and grammatically correct form. 

Speech recognition is the ability to 
automatically and accurately recognize 
and transcribe human speech.

Rules-based systems is the ability to use 
databases of knowledge and rules to 
automate the process of making 
inferences about information.

Deep learning is a relatively complex 
form of machine learning involving 
neural networks, with many layers of 
abstract variables. 

Physical robots can perform many 
different tasks in unpredictable 
environments, often in collaboration 
with human workers. 

What did the surveyed leaders 
tell us? 

Transformation in 3, 2, 1…
76% of the executives expect cognitive 
technologies to “substantially transform” 
their companies in three years or less. 

Job loss? More like job shift.
In the next three years, 69% of 
respondents anticipate minimal to no job 
loss and even some job gains. Within 10 
years, 28% see new ways of working to 
augment people’s capabilities and an 
additional 28% anticipate many new jobs 
as a result of the adoption of cognitive 
technologies.

By Deloitte Romania
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The majority of respondents (56%) foresee the 
need for “substantial” or “moderate” changes in 

job roles and skills to take advantage of 
cognitive technologies.
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It’s working.
83% said their companies have already 
achieved either moderate or substantial 
benefits from their work with these 
technologies. Only 9% believe the 
technology is overhyped.

From “Cool, we’ll try it” to “I think 
we’re going to need it.”
92% believe that cognitive technology is 
an important aspect of their internal 
business process; 87% reported it will 
play a significant role in improving their 
products and services.

Cost savings? Just a side benefit.
The most common benefit of cognitive 
technologies cited by survey respondents 
was to “enhance the features, functions, 
and/or performance of our products and 
services.” 51% percent ranked it either 
first, second, or third. Reducing 
headcount through automation was the 
least popular answer.

Will cognitive really change 
anything?
If there is one key takeaway from the 
survey results, it is that respondents—
those who have already begun adopting 
and using cognitive and AI technologies—

are highly enthusiastic about the role of 
these technologies in their companies, 
both today and in the future. Among 
respondents, 87% said that cognitive 
technologies are either “important” or 
“very important” to product and service 
offerings. Even more –92%– stated that 
they are “important” or “very important” 
to internal business processes. 76% also 
believe that cognitive technologies will 
“substantially transform” their companies 
within the next three years. Clearly, these 
companies feel that using AI is central to 
their ability to change their businesses 
and get ahead of their competition. None 
of our respondents believe that AI will fail 
to drive substantive change, either for 
themselves or their industry.

Goals for cognitive: smarter 
insights, stronger outcomes
What are companies hoping to achieve 
with cognitive technologies? According 
to survey respondents, they are pursuing 
a wide range of goals.

Making products and services “smarter”
The most common benefit cited by 
survey respondents was to “enhance the 
features, functions, and/or performance 
of our products and services.” 51% ranked 

it either first, second, or third. In short, 
companies are seeking to increase the 
value of their products or services by 
making them “smarter.” The majority of 
the world’s largest software companies, 
for instance, have already incorporated 
one or more cognitive technologies into a 
product in their portfolio. This is 
increasingly common in tech-enabled 
companies in other industries as well.

Developing cognitive products and 
services 
The leaders who responded to our survey 
are looking to cognitive technologies for 
more than incremental improvements on 
existing products and services. A third of 
them employ cognitive technologies to 
develop new products, and 25% report 
using these technologies to pursue 
entirely new markets. Some companies 
are also finding enterprise-level 
applications for these products, while 
others are also pursuing “predictive asset 
maintenance” with cognitive technologies 
in manufacturing. 

Aiding and supporting humans 
Companies are also using cognitive 
technology to augment human judgment. 
A third of the respondents to our survey are 
using cognitive technologies to support 
better decision making. AI can improve 
decision-making by accurately predicting 
outcomes and sifting through unstructured 
data to find answers to questions. This is 
leading to better outcomes in applications 
as varied as loan underwriting, fraud 
detection, medical diagnosis, policing, and 
investing. In most cases, early adopters are 
using cognitive technologies to complement 
human intelligence, rather than replacing it 
outright.

Improving business operations
Improving performance by “optimizing 
internal business operations” (36% in top 
three objectives) is another top goal. This 
might involve optimizing supply chains by 
choosing the most economical shipping 
options, shrinking power consumption in 
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Knowledgeable executives had almost 
uniformly positive and favorable comments 

about the role of cognitive in their businesses.

Focus on change—not just cost cutting.
By focusing too much on automation-
driven cost-cutting, companies can miss 
out on the potential to drive top-line 
growth through cognitive-driven 
innovation, or to realize near-term benefits 
in product and process improvements. 

Deloitte Cognitive survey began with 
1,500 executives, out of which roughly 
17% (250 respondents) were senior-level 
executives at cognitively-active companies 
with 500 or more employees who were 
familiar with both the concepts and their 
applications in their companies. This 
group of 250 executives constituted our 
sample.

72% “C-level,” in charge of functions, 
business units, or the entire company

74% “experts” on cognitive technology 
or had an “excellent understanding” of it, 
26% had some “broad understanding”

About half had >5,000 employees, and 
all had at least 500 employees 

Deloitte Romania
4-8 Nicolae Titulescu Road, East Entrance, 2nd Floor, 1st 

district, 011141 Bucharest, Romania,
Phone: +40 (21) 207 54 07 

Email: romania@deloittece.com

data centers, tilting windmill blades at just 
the right angle for the wind, or maximizing 
investment returns. To gain real benefits 
from technologies as comprehensive and 
powerful as AI requires companies to 
adapt their operations.

Of all the benefits listed, the least 
frequently chosen was “reduce headcount 
through automation.” This could be 
because companies are not pursuing 
cost-cutting as a major objective of AI, or 
because they have yet to experience 
significant headcount reductions.

What it all means. Key lessons 
from the front lines of 
cognitive and AI

Jump in.
Realizing the benefits of cognitive 
technologies requires developing a good 
understanding of how they work, exactly 
what they’re good at doing, and how to 
supply them with the data they need to 

thrive. That takes a hands-on approach 
and a lot of practice.  
Manage a portfolio of projects.
Creating a small yet dedicated internal 
function that will support a group 
(portfolio) of cognitive initiatives focused 
on creating measureable business 
outcomes will help allow companies to 
take bets on cognitive technologies, 
identify the relative maturity of these 
technologies, and pinpoint operational, 
resources and technology changes 
required to embark on a full on cognitive 
journey.

Do some of it yourself.
Companies that report economic benefits 
from cognitive technologies are 
developing and implementing at least 
some of their own solutions. This helps 
them acquire skills and makes it easier to 
integrate cognitive technologies into 
business processes and new products, 
where the return on investment may be 
highest. 

Read the full report:  
http://bit.ly/deloittecognitive
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Change is one of the biggest fears humanity has developed. Leaving our comfort 
zone doesn’t make us necessary eager to embrace it.

Romanian industries 
facing or fearing AI?

Leaders are forced to apply different 
strategies and build new business 
models.

This is the main reason why even the 4.0 
industrialization is scaring most of our 
leaders. 

They will have to face the change of how 
business processes work and learn how to 
cope with the fear of their employees and the 
need of technology-human relationships. 

AI (artificial intelligence) technologies 
make computers and robots perform 
equal or better than humans. 

We face here natural language processing, 
knowledge representation, automated 
resourcing, machine learning, robotics, 
rational agents and chatbots.

The main advantage the 4.0 industry has 
is the big amount of data machine 
learning gives us access to. It is the step 
towards a more precise solution to 
mankind’s problems. 

„Machine learning enables predictions to be 
made based on large amounts of data. This 
branch of artificial intelligence is built upon 
pattern recognition and has the ability to 
independently draw knowledge from 
experience.” - Hanovermesse.com

AI is one of the scariest stages the human 

has ever met. The reason behind this is 
that people will have to change and 
develop new skills. Many of the jobs we 
know now will get removed and 
employees will deal with new information 
and trends.

Even though it scares people, AI will be 
more beneficial to humanity than others 
think. That is because it can prepare 
nations for natural disasters, provide 
agricultors with solutions for crop 
diseases, detect and diagnose health 
problems etc.

„To achieve these possibilities, humans and 
AI must work together. This is already 
underway with promising early success. The 
basics of uniting humans and AI are being 
laid out today by the businesses pioneering 
AI and automation.” - Mohit Joshi 
President Infosys

Leaders are by definition the people who 
embrace change first. They inspire others 
by nurturing themselves and the 
ecosystem they grow in. 

The strategy they need to embrace defines 
the unity between people and technologies. 

According to a study made by Infosys in 
America, India and Europe, 90% of C-level 
executives have reported measurable 
benefits of this come-together of 

By RoCoach

90%
Ninety percent of C-level executives 
reported measurable benefits from 
deploying AI technologies within their 
organization

77%
Seventy-seven percent of IT decision 
makers were confident employees in their 
organization could be trained for the new 
job roles AI will create in their business

73%
Seventy-seven percent of IT decision 
makers were confident employees in their 
organization could be trained for the new 
job roles AI will create in their business

53%
Fifty-three percent of all respondents 
indicated that their organization has 
increased training in the job functions 
most affected by AI deployments

45%
Forty-five percent of respondents said the 
AI deployments in their organization are 
greatly outpacing the accuracy and 
productivity of comparable human activity

Source: Leadership in the Age of AI
Adapting, Investing and Reskilling to Work 
Alongside AI / Infosys
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Change = making something different or 
becoming different.

mankind and AI and 73% believe that 
these changes have already impacted the 
way they work. 

Apart from that, these doesn’t solve the 
problems of work displacement, 
economic instability and skills shortage. 
Many companies still don’t know how to 
efficiently combine these two 
perspectives. 

69% of worldwide companies have 
identified their employees’ concerns for 
deployment and are working to identify 
new job positions for the ones they have 
already removed. 

„The future of AI is supporting and 
augmenting human capabilities such that a 
human-AI team is stronger than either 
alone.” - Missy Cummings Director, 

Humans & Autonomy Lab Duke University

Regarding the predictions leaders and 
managers have made, the European Union 
has pointed out the need of a blockchange 
unity and emerged 22 countries in the race 
for a better information exchange and 
verified transactions. 

Romania didn’t sign the partnership, for 
now, and the Romanian authorities don’t 
seem to want to comment on their decision. 

Even though public administration 
doesn’t seek to change to AI structures, 
Romanian companies are afraid of their 
consumers. According to a report made 
by Valoria, 37% of the companies admit 
they are resistant to change and most of 
this fear is due to their consumers who 
are not properly educated towards a 

technology change. Romanian companies 
are facing a lack of digital competencies 
among their employees, and worse, 
among their management. 

83% of the companies worldwide have 
middle or late-stage deployments and 
view AI as a major facilitator of future 
business operations. Europe is the least 
prepared region for the change AI brings 
to public and private sectors. 

The Romanian companies managed to 
recognize the benefits of AI technologies 
which bring the cost reductions, 
simplified processes, the growth of 
operational efficiency and the capacity to 
better measure their outcomes. 

Technology becomes through AI a unifier 
but also a divider. Here is where the leaders 
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have to intervene and change perceptions, 
because AI gives them now the opportunity 
to automate redundant tasks. 

„Augmented intelligence, blending human 
input and AI, will be the critical driver to 
succeed in business and to form a prosperous 
society. We are on the cusp of technological 
change unlike any we have seen before in 
human history. Technological advancement 
is requiring a deeper focus on innately 
human skills – critical thinking, emotional 
intelligence and value judgments. In the 
platform economy, technology is connecting 
people of all backgrounds and abilities with 
more opportunities. It is also accelerating 
the employment of both skilled and unskilled 
workers in the era of digital transformation, 
making the world work for everyone.”-  
Alain Dehaze - Chief Executive Officer 
The Adecco Group. 

Since AI is integrated in many operations, 
change must occur at different levels. 
These include the overall strategy, 
customer experience, leveraging 
technology and human capital. Four 
leaders out of five believe that their 
management team has the ability to face 
the changes that are coming towards 
them together with the 4.0 industry. 

Even though leaders believe in their 
abilities, there also appear concerns 
regarding the transparency of their 
businesses. 

52 percent of the CEOs surveyed for the 
Infosys report said they are fearful that 
leadership will have less transparency 

into their business due to AI and 
automation.

This brings questions upon how leaders 
should act in order to not lose their trust 
among employees but also among 
customers. 

The journey of the artificial intelligence is 
as much about people, processes and 
leaderships  as it is about technologies. 
Many leaders also believe that their 
management team is reluctant to invest 
in AI because of security and privacy 
concerns. Along with the growth of the 
technologies used to better their 
processes, the possibilities and needs to 
hack systems become bigger and this 
becomes a concern for every leader. 

But what do leaders have to do in order to 
change future perceptions on how AI 
influences their business process?

People come first
Businesses don’t have an excuse to not 
invest in their people. The combinations 
of technologies and people should be 
greater than the sum of the parts. 
Companies which invest in the reskilling 
of their employees will get tangible 
benefits and these has to go hand in hand 
with schools that can bring up students 
prepared to face the new industry’s 
change. 

Learning continuously will 
face changes 
The process of learning shouldn’t be 
applied only in one case. It must come 

gradually and continuously, in order to 
face the growing need of change that 
emerges from the industrialization.

Transparency  
over every detail
Leaders have to learn how to build 
transparency in a world the announces a 
great amount of data, coming its way. 
„Open communication about AI initiatives 
and their benefits can improve AI 
effectiveness and raise morale, curbing 
fears among employees that can sap 
motivation or foster mistrust.” - Infosys 
Age of AI Report 
Businesses risk into losing control over 
their business processes if they leave off 
transparency issues. 

Go beyond business process 
automation
It is perfectly normal that any business 
would want to automate its current 
processes. But this doesn’t mean it could 
also be very efficient. AI technology 
should be seen as an opportunity for 
every leader to reinvent his business. 

Don’t stall
Even though AI technology isn’t necessary 
a must in Romania, its development 
happens fast and will impact Romanian 
companies more than they think. They 
will have to take into consideration the 
changes ahead and prepare for the 4.0 
revolution. Therefore, every company 
growth and change starts with its leader. 
Their power to develop their team’s skills 
reflects is the well-being of their company 
and also in their ability to change or adapt.

RoCoach
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Phone: +40 745 311 789
office@coaching.ro
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Q: Company leaders like yourself have to be 
aware that everything is changing, to adapt 
behaviors and organizational cultures and 
continuously innovate. How do you do this? 
Marius Melesteu: We are indeed living in an era 
where change is part of our everyday lives. We can’t 
afford to lag behind, because moving forward is 
what keeps us alive as an organization. 
At this point, I think everything begins with yourself 
as a leader: with adopting a mindset that enables 
you to embrace change and spot the opportunities it 
brings. I view  this as one of the most important 
qualities a leader must have, in order to inspire 
change in others. People can’t be - and should not be 
- forced to change, but rather inspired to understand 
how the world changes around them and choose 
whether they want to be on board or not. 

Q: In your view, what is the impact of 
technological changes on businesses, customers 
and administration?
Technological innovations are shifting everything 
around us – from what we eat and how we go to 
sleep at night – to the jobs our children will have in 
a decade or so – which will be, I’m sure, nothing 
any of us can imagine at this point. For an industry 
such as ours, the changes in technology echo in 
every branch of activity – from the smallest details 
– such as shifting administrative processes off of 
paper – to important factors – such as job 
automation, which means a job that was until now 
performed by a person, will be performed by a 
machine from now on. 
As more and more intelligent technologies emerge, 

Interview with Marius Melesteu, General Manager  
Strauss South Central Europe - Strauss Group  

How to remain competitive 
in the technological 
revolution context

the tech savvy businesses will rise to the top, 
redefining competition and making it all the more 
difficult to survive for the organizations that are less 
inclined to embrace change. 

Q: Do you see anything specific for Romania 
related to or about decoding the Industrial 
Revolution 4.0? 
Marius Melesteu: I think we are a very easily 
adaptable nation. We fast forwarded through some 
stages – such as adopting the optical fiber or the 
unusual data speeds compared to other countries. It 
will be easier for us to adapt, because change is 
something usual for us, it’s happening every day.
As a general rule, there is room for improvements, 
businesses didn’t have the time to be optimized yet, 
so this is an ongoing process which also absorbs 
change patterns. 
However, one thing is certain: the companies that 
have not been preoccupied by this subject will 
almost certainly confront non-traditional 
competitors, whose strategy is disruption through 
technology. We all know who will win from this.

Q: How do you adapt your business strategies 
and what’s the impact of the new technologies 
on your company and on yourself?
Marius Melesteu: As a company, Strauss has 
already set focus on developing new sales and 
communications channels, some of them unusual 
for a coffee producer – like own e-commerce 
segment with BeanZ Café (www.beanzcafe.ro) and 
Doncafe Fresh (www.doncafefresh.ro) , but also on 
strengthening and diversifying existent ones like 
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extending the Manufaktura coffee chain. We also 
launched new brands for our consumers – some of 
them innovations for the Romanian market. At the 
beginning of last year, we launched BeanZ, a young, 
ambitious brand, aimed at active people – with 
quality coffee directly from farmers. We also 
innovated with Doncafe Green Active – with green 
coffee extract and an increased level of natural 
antioxidants, but also with Amigo Fusion - a freeze 
dried coffee with roasted and ground coffee flavors. 
In theory, the impact of the new technologies on 
our company will be major: the creation of “smart” 
factories and production lines, on-demand, custom 
production capabilities, together with switching the 
core activity of the company from manufacturing 
simple products to providing complex, valuable 
services connected to those products. 
Personally, I think that first of all, every organization 
should help its employees through this process, by 
making sure everyone becomes aware and prepared 
for the changes the new technologies imply. This is 
where the company policies must act in the benefit 
of the employee, through training sessions, 
specializations etc. I don’t believe in the theory that 
machines are going to take over, but rather that 
people are simply going to concentrate on the bigger 
picture rather than the details or repetitive choirs - 

which will make the whole process more efficient. 
One of the consequences of the new technologies is, 
of course, decreased need for human labor; however, 
this will create an increased need for technical 
workers who understand how to design, embed and 
program chips, and monitor and optimize connected 
machinery and parts. Also, part of the Industrial 
Revolution 4.0 means that you now have automated 
access to real time information about stocks, sales 
etc., without using human labor. The human 
expertise is, however, needed to interpret this data 
and benefit from improved decision making. 
Also, our improved ability to gather information 
about our customers helps us better understand and 
deliver what customers actually want: real time 
behavioral insights lead to tailored products and 
services in real time. 
The conclusion is that, as long as everyone is aware 
of the change patterns and the company 
management sees the integration of the new 
technologies as a top priority – everyone will only 
benefit from all this.

Q: In your industry where does the artificial 
intelligence stands right now and how do you 
see using it in the future?
Marius Melesteu: I think that, as a company, if you 
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avoid embracing the digital revolution that is 
happening right now, you stand great risk of falling 
behind, because your company will no longer be 
competitive. Once you embark on this journey - 
driving institutional change, you will see that it 
works for you and your employees, not against you. 
Personally, I have always been open to changes, 
open to innovation – even though, most of the time, 
this philosophy comes with risks. 
Through all this, we should not forget that, as great 
as the new features and possibilities might be, they 
will be nothing without capable, professional people. 
This is why our employees remain at the core of our 
business, no matter how many jobs robots will be 
able to take over in the future.  

Q: How Artificial Intelligence could 
revolutionize the coffee environment?
Marius Melesteu: AI will revolutionize the coffee 
environment just as it will revolutionize all the other 
areas. From the production, brewing and distribution 
process to marketing and communication, sales, 
administrative, accounting and management levels 
– everything is subject to change. 
From the major changes in retail consumption (the 
shift to online shopping, e-commerce, cashiers-free 

stores, virtual dressing rooms etc.) to driverless cars, 
Virtual Assistants and Artificial Intelligence, The 
Industrial Revolution 4.0 will affect all our lives, 
both personal and professional. However, I think we 
should see this as an advantage and an opportunity 
to do our jobs better and more efficient – after all, 
machines can’t work without us, so if we can make 
them work for us, while we enjoy more personal 
time – then all the better! 

Q: What are the drivers of change in the coffee 
industry in 2018 and in the near future?
Marius Melesteu: One thing that will never grow 
old is demand. We will always have to adapt first and 
foremost to the demands of our customers, who are, 
themselves, evolving every day. The coffee industry is 
constantly diversifying – the new waves of single 
origin coffee, brewing innovations (alternative 
brewing methods, coffee automated machines,  etc) 
– but, at the same time, it needs to focus on high 
quality basic services. 

Q: What’s your message for the coffee 
connoisseurs?
Marius Melesteu: We will never stop trying to 
improve our services and products. Let’s talk!

Personally, I have always been open to 
changes, open to innovation – 

even though, most of the time, this philosophy 
comes with risks.
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Q: How will the Industrial Revolution 4.0 
materially change the entire value chain in our 
industry? 
Norbert Varga: The Industrial Revolution 4.0 will 
have a profound impact in the coming years and 
especially on the labor market. Even if you are 
already a graduate, an extra specialization is timely, 
especially if it is in the digital or the IT field that are 
so much sought after today.
Industry 4.0 involves integrating robots and 
computerized programs into products and services. 
The technological transformation is inevitable. Just 
by investing in updating production and laboratory 
technologies we can meet the challenges, driven by 
market dynamics and the product quality demanded 
today by our customers.

Q: How do you capitalize on the trends derived 
from the Industrial Revolution 4.0? What are 
the implications for your customers?
Norbert Varga: I think the Industrial Revolution 
4.0 helps us on the other hand to make informed 
decisions and to build strategies based on real-time 
information. The data we have access to and the 
analysis processes that undergoes from this data  
will certainly increase the quality of decision 
making.
Technology offers many advantages that you 
absolutely need to use to become a more effective, 
competitive partner compared to the other players 
in the market. Only in this way we can deliver 
performance in our operations, in accordance with 
market and customer demands, to the highest 
standards.

Interview with Norbert Varga , CEO, Alconor Company 

Alconor bets on the 
sweet taste of the 

Industrial Revolution 4.0

Q: Your business generates mountains of data, 
from production and distribution to sales and 
customer feed-back. How do you use this data 
for business decisions?
Norbert Varga: Indeed, mountains of data are 
generated. We process them internally, representing 
the basis of the company’s decision-making process. 
Every time we prefer to look at each aspect before 
making a final decision, both in the acquisition and 
sales processes.

Q: What is the meaning of a technology-driven 
company in your industry?
Norbert Varga: From the very beginning, we have 
realized that technologies are the engine of our 
business. To create, diversify the range of products 
and services that are the subject of our business, we 
need to have state-of-the-art technologies. Of 
course, they also attract qualified and valuable 
employees. It is a dynamic industry in which both 
new challenges and development opportunities 
always arise.

Q: For people who haven’t met Alconor’s 
products yet, would you please in explain what 
is Alconor all about? Who are your customers in 
2018?
Norbert Varga: Alconor .... started as a family business 
and gradually developed sufficiently to be recognized 
and appreciated today as a consolidated business.
The energy and the performance of the company have 
been remarkable since the beginning, 19 years ago, and 
have succeeded in gaining the trust of our partners, 
both our customers and our suppliers.
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Our product range is diversified, including the well-
known bottled water, Apuseana, which has been 
present in our product portfolio for over 12 years. We 
have various categories of carbonated soft drinks, with 
or without fruit, sugar or sweeteners, in pet packs or 
aluminum doses, according to the needs and tastes of 
our consumers and our customers. It is also 
acknowledged that Alconor provides branded bottling 
services.

Q: Which has been Alconor’s biggest 
achievement in 2018? Which has been the 
biggest achievement in your industry in 2018?
Norbert Varga: In 2018 we invested in technology, 
in the acquisition of technological lines, which we 
expect to turn in the following years in turnover and 
profit. For this reason, we have sped up the 
construction of a new production hall and storage 
facility.

Q: From an economic point of view, what has 
worked and what hasn’t for Alconor in the 
market in 2018?
Norbert Varga: In 2018, we have a very good 
portfolio of orders, both in terms of value and in 
diversity. To further grow the business, we will need 
to increase production capacity according to the 
demand.

Q: Have the developments in the year 2018 met 
your expectations in terms of meeting customer 
need? How long do you expect to last the 
constant demand in the market you are in?

Norbert Varga: We believe that this year we have 
managed to rise to the standards demanded by our 
customers. Their main need is, in my opinion, to 
meet their expectations, and to surprise them at 
times, of course in a pleasant way.
So far, the feedback has been a positive one. I could not 
say an exact period for a steady increase in demand. 
The market in Romania is still under the influence of 
the European market but, personally, I think that in 
our country the changes occur very slowly.

Q: What are your thoughts for the year 2019, 
when Alconor will celebrate the 20th 
anniversary of the company?
Norbert Varga: At this anniversary hour, I would 
like to say that we are happy with what we have been 
able to build all these years.
I am confident in the future of Alconor, relying on 
the fact that the people in our company are 
outstanding professionals. Because Alconor is a 
young company, only 20 years old, we have prepared 
it well along the way, picking up the pace on the go 
while understanding the market trends. This gives 
me the hope that over the next 20 years, Alconor 
will be on the same level as it is now, a well-
established brand on the market, a trusted, flexible 
partner and a company always ready to respond to 
the demands of our customers. When I say, 
“demands of our customers”, I mean both those 
from Romania and from other countries, even if 
these will be at the level of the Industrial Revolution 
4.0 or 5.0.

S.C. ALCONOR COMPANY S.R.L.
AL. I. Cuza 27 St., 445100 Carei, Satu Mare

Phone: +40 261-862.503
www.alconor.ro
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Q: What’s the newest bet in the food industry 
and why?
Amalia Leorent: The food industry remains one of 
the most dynamic industry sectors in Romania as 
well as globally! We have discovered a huge potential 
in this area, first of all, because consumer needs 
have diversified, opportunities and places of 
consumption have increased too. In this context, it 
is natural for people to want diversity, many tastes 
and flavors, appealing and practical packaging – so, 
good food, at hand, but also as clean as possible.
Thus, we took the first step in the Prefera Foods 
factory, where the ambition was that all the products 
under the Capricii si Delicii brand are redeveloped 
and cleaned of all that means additives, dyes, and 
preservatives. Our ambition was to provide 
consumers with canned food but prepared in the 
same way as the home-made food. We want to turn 
a blamed category of the canned food to one that is 
appreciated and enjoyed.
This has resulted in liver-rich patties, soups, 
traditional dishes, vegetable stews, eggplant salads, 
containing just clean ingredients as prepared and 
preserved at home. It was a considerable effort for 
the entire team, from drawing the products 
portfolio, rethinking the packaging design, including 
the weights range, perfecting the recipes, and 
putting the products into the market, considering 
that Prefera Foods was a small insignificant player. 
The recent history shows us that people have 
rediscovered, appreciated and consumed our 
products with pleasure.

Q: How did you decide to invest in the ready 
meal concept? What was the reaction of 
retailers?
Amalia Leorent: Whenever I was traveling in 

Interview with Amalia Leorent, Commercial Director, Prefera Foods SA 

Opportunity favors  
the prepared leader 

various European cities and entering a convenience 
store, I was fascinated by the huge showcases with 
ready-to-eat salads, cleaned and cut fruits, up to 
hundreds of ready-made dishes, each more inviting. 
Obviously, I wanted the same thing, the same 
experience, in my country!
Only a few years ago this London-like retail type was 
almost non-existent in the Romanian trade. But 
recently, the niche has become a category, and the 
chain stores in major cities have become increasingly 
open to manufacturers, just to be more in tune with 
the buyers. 
It is a logical transformation, in the context in which, 
according to recent studies, 7 out of 10 active people 
consume on-the-go products and over a quarter of 
the population of Romania eat outside the house.
The acquisition of Salconserv factory in Medias 
prompted us to the opportunity of launching the 
ready-to-cook Coptusor lasagna and moussaka 
under the brand Capricii si Delicii. Here too we 
launched the ready-to-eat range, comprising of 
salads and traditional recipes, in packages that are 
unique in Romania. The retailers’ response was an 
encouraging one and we found in many of them a 
dialogue and development partner in this category. 
We are proud to be the first Romanian producer to 
make lasagna, moussaka, and cheeseburgers. The 
similar products that have been available on the 
shelves until now are from import.
In the decision-making process, we have not only 
looked at figures. Of course, they are extremely 
important, but beyond the results, we have seen and 
still see a great opportunity in this market. Our 
desire is to produce food that people will eat with 
joy and pleasure: fresh food, free of additives or 
mono-sodium, cooked with the best ingredients and 
hygienically packaged.
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Q: A recent global survey shows that the growth 
of ready meal markets has stagnated after a 
medium growth period... What is the perspective  
in Romania for this market and its dynamics? 
Amalia Leorent: If we look closely at the trends of 
the moment, analyzing demographic changes and 
changes in consumer habits, or at the raising urban 
salary in middle management, logically and naturally 
the answer to your question gets revealed: the ready 
meal products represent a real opportunity.
Also, if we are more attentive to the generations 
of consumers born from 1995 onward, I can 
conclude that we need to adapt our products and 
messages to them; they are sophisticated, 
technology-oriented, immune to the classical 
marketing and sales techniques, precisely because 
they have been exposed to them and grew up with 
them, considering them now obsolete and 
outdated.
I believe that here is the great challenge of the 
producers: to keep up with the evolution of the 
generations and to adapt their company’s vision, 
product ranges and messages to the “new” 
generations, totally and completely different from 
us in the “old” guard.

Q: What trends, challenges, and barriers will 
have an impact on the development and sizing 
of your new business in 2018?
Amalia Leorent: Maintaining the high quality of 
our products while keeping the costs under control in 
a context in which the factors which may result in a 
decline are many and often unpredictable. Here I 
specifically refer to the lack of indigenous raw 
materials, the increase in taxes and import costs, and 
the lack of skilled labor. I think these are all challenges 
that we need to find solutions to every day.

Q: What is your opinion about the current 
business environment in Romania? What are 
the main challenges and opportunities? 
Amalia Leorent: The most important challenges 
for companies in this period are the fiscal changes, 
the labor shortages, and the need for an increased 
productivity, and the rising costs.
The most important opportunities for companies 
are the growth perspective, the increased 
consumption, the increased exports and the opening 
of other markets, along with digitization and online 
opportunities, and the access to European structural 
funds and funding for SMEs.

Q: Let’s move on to a personal question: as a 
leader, you are a model for your employees. 
How did you apply the famous edict: “for 
things to change, first you have to change”?
Amalia Leorent: Being a leader is a rather 
complicated thing. Although there are hundreds of 
volumes about leadership and countless conferences 
about how to be a good leader, the reality is that 
becoming an effective leader does not happen 
overnight and it is not learned at school. It takes a lot 
of work, a long series of experiences, the confidence 
of others, personal strength and, finally, mentoring 
from other leaders.
What is important for me is to be able to simplify, 
argument and debate briefly so that I can find 
solutions that everyone understands. Even more 
important for me it is not to tell people what and 
how to do but to motivate them and inspire them to 
find the right solution to a real problem.
I do not like to use my authority, for “no matter how 
strange it sounds, the great leaders get authority by 
giving up it”. This is a quote from Admiral James 
Stockdale that fits me.
I think I’m rather a leader who delegates than an 
authoritative one, and the fact that I managed to 
build a stable and high performing team says more 
than a thousand words.

Q: How much time do you spend with the team 
interaction process? What are the aspects you 
consider when trying to build a team?
Amalia Leorent: Whenever I need it, I find time to 
communicate with the team. I must admit that it 
does not happen as often as I wish because of the 
multiple tasks I must complete.
It is not easy to build an efficient team that really works 
as a team. People always have different characters and 
brought together, they will work or not as a team. I 
always look at people’s quality, their medium-term 
development potential, and the accumulated 
experience, because it is a key element that can make 
the difference. If I can promote people from inside the 
company when the opportunity comes, I always do it. 
It is very motivating for the team members to know 
that if they deliver performance, they can get to a 
higher position. That also means that I have very good 
people on my team that I rely on.

Q: What do you think about the labor force 
still available in Romania? How can the 
workforce be recalculated or qualified?
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Amalia Leorent: From the perspective of the 
employer, I can only join my guild colleagues and say 
that it is very difficult to find qualified people to fill out 
a certain position. I also know that on the other hand, 
candidates say the employers’ requirements are many, 
some candidates are struck by the lack of experience, 
and when employed by a company, they are paid less 
than they expect. The issue of re-qualification relates 
to national measures adopted by the State.
Our company policy is to invest in our employees 
and increase their loyalty, as well as non-
discrimination on grounds of age or gender.

Q: What is the most precious lesson you have 
learned from your successes and from your 

I always look at people’s quality, their 
medium-term development potential, and the 

accumulated experience, because it is a key 
element that can make the difference.

mistakes in the previous economic crisis? What 
is your message to entrepreneurs and top 
executives in Romania?
Amalia Leorent: From experience, I learned that it 
is always good to calculate the risk and reduce it as 
much as possible. This has often relieved me of major 
mistakes. But, I admit, from failures I have learned 
more than from successful projects. 
The message I would give to other entrepreneurs 
and business leaders is to accept that one does not 
know everything, and one should appreciate the 
team. The people in the team feel when trusted, 
and all their positive energy will strengthen the 
business.
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Q: In your opinion, as a Romanian CEO and as 
a member of Auchan Retail management 
committee, what is the CEO role in leading 
transformation and what are the drivers of 
change in the retail industry? 
Ionuț Ardeleanu: The retail industry continues its 
transformation for the benefit of the consumers. The 
main role of a CEO is to build a company which is 
capable to go on in a continuous transformation 
process.  

Q: How do you manage the present, selectively 
forget the past and create the future? We pose 
this question starting from the “mission’’ of 
“România neîmblânzită’’ movie - “some things 
have to be conserved as they are’’. How did you 
decide to produce this movie as a present for 
Romania’s 100 years celebration (Romania’s 
centenary)? As an executive producer of the 
movie, what part did you like most? 
Ionuț Ardeleanu: Auchan was founded with the 
guiding principles of responsibility, has grown with 
the same principles and continues to be a responsible 
company in every aspect of its activity. So, we were 
‘build on solid ground’, even though some things 
must go through a transformation process to adapt 
to current and future needs. 
We took the decision of making the film “România 
neîmblânzită”, based on a proposal, in the same idea of 
responsibility towards our country and towards our 
teams, which were very excited that they could bring a 
present to romanians for the Centenary ocassion. Being 
involved from the start, it was amazing to see how the 
film grew from a simple idea to a very complex project.

Interview with Ionuț Ardeleanu, General Director of  Auchan Retail Romania 

Digital transformation is yet 
to turn out results for the 

retail industry

Q: How would you define the “big role’’ of the 
retail industry in being an enabler for a positive 
change in the context of Industrial Revolution 
4.0? 
Ionuț Ardeleanu: The retail industry is at a 
crossroad moment and it should change drastically, 
along with the consumer changing behavior. We aim 
to improve the buying act and for this purpose big 
data, business automation and the artificial 
intelligence serve, directly and indirectly, to simplify 
the customer’s shopping experience in physical and 
online shops. The same artificial intelligence allows 
employees to focus on value-added actions, on a 
customer’s actual and future needs.  

Q: What is the impact of the Digital 
Transformation and of the 4th Industrial 
Revolution on your customers? 
Ionuț Ardeleanu: We are still in the very beginning 
of this huge digital transformation which is supposed 
to bring a lot of benefits to our customers and an 
improvement of their everyday life, but most of the 
results are still to come. I am very confident that the 
romanians are going to adopt the digital opportunity 
as we have proved, in the past, we are very open to 
innovation.   

Q: What is the CEO role in developing and 
discovering what arguably is “the fifth 
productivity factor’’ – the talent in employees 
and how do you see the Romanian labor force 
market now? 
Ionuț Ardeleanu: The Romanian workforce market 
is now confronting with talent scarcity in all 
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professional areas and for all levels. This social 
phenomenon is generating difficulties in sourcing 
talent for all the companies and business fields. The 
role of a CEO is to be the main sponsor for placing 
Talent Acquisition & Development and Employer 
Branding on the list of top strategic priorities for all 
departments, to remain a competitive and successful 
organization. For sure, the companies that will be able 
to value the talent of their own employees will gain 
competitive advantage on medium and long-term.       

Q: How many open positions does Auchan 
Retail have monthly and how do you fill these 
open positions? 
Ionuț Ardeleanu: Auchan has an average of 400 
vacant positions monthly, a number that represents 
our development needs and our turn-over. We 
manage to fill these vacancies by a very direct 
approach towards passive candidates in the market 
and with a very active participation of the hiring 
managers, who work side by side with HR to optimize 
sourcing and speed up the recruitment process. On 
the other hand, for a long-term approach and to 
sustain internal promotions, we developed trainee 
programs for key roles in our organization, for both 
stores and headquarters, and we are also enhancing 
our talent management methodology to quickly 
identify potential and fast-track the development for 
managerial roles. 

Q: Please share with us your vision for the 
budget evolution in the retail industry: from 
100 monetary units how much should go toward 
new stores and modernization of new stores, 
how much for the improvement of employee 
working conditions and how much should go 
for updating the digital channels? How does the 
“click & collect’’ service go so far and how do you 
see its evolution in the next 5 years?
Ionuț Ardeleanu: Regarding the budget, I believe 
there isn’t a standard recipe, at least not for me. The 

budget must be correlated with the directions from 
the strategy which is particular for each company at 
a certain moment; it is also related with the level of 
customer experience you want to offer and the 
investment in the people according to your HR 
project. Of course, an important part of the budget 
goes nowadays to proximity and digitalization.

Q: Auchan Retail Romania has a new vision. 
How do you propose to change the lives of your 
employees, clients and partners?
Ionuț Ardeleanu: Auchan has launched, since last 
year, a new vision “Auchan changes lives”, starting 
from the three values that guide us: #Trust  
#Openness and #Excellence. 
Our actions, according to the new vision, are part of 
the vast movement entitled: “Campaigners for good, 
healthy and local products”, which in fact represents 
our long-term commitment to our employees, our 
customers and to the whole community.
For our employees, we have the ambition to become 
the best employer in retail. Thus, we started 
remodeling the common working places for our 
employees and we started the first sports ground in 
a pilot project. The medical insurance has been 
updated with new medical services including 
dentistry. Daily our employees receive a ‘portion of 
health’ which consists of fruits and they are 
permanently connected to an online platform that 
provides them with recommendations and practical 
information for a healthy life.
For our clients, we aim to develop sustainable 
partnerships at the local and national level and to 
revise our product range. Under the control of 
independent experts, our products will be analyzed 
to determine their nutritional performance. The 
most suitable for a healthy lifestyle products will be 
signaled on the shelf with a blue label.
Auchan supports the communities in which we are 
present. Each year we have over 500 social responsibility 
actions carried out by our teams across the country. 

Auchan Retail Romania
25 Brasov St., 061444 Bucharest

Phone: +40 374 810 000
contact@auchan.ro

www.auchan.ro
ROMÂNIA
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Q: In your opinion, as a Romanian what is the 
CEO role in leading transformation and what 
are the drivers of change in the retail industry?
Alexandru Chiru: As a CEO (either from Romania 
or other country), the main role is to develop your 
team members, and if do so, the business you sustain 
will grow. This is the most important driver in 
leadership. To add value to people and through them, 
to your business and your customers. As a Commercial 
Director/CEO of the company, leading a 
transformation (a change, a behavior) within your 
team and business is key to change, key to growth, 
key to development, so one of the drivers of change in 
our industry is to add value to your customers, 
consumers, partners and suppliers. Another driver, in 
my opinion, is constant learning.
Our industry is changing year by year, we feel and 
sense this directly from the field. To conclude, the 
transformation is ongoing, coming from new 
behaviors, new expectations and new results 
obtained. 

Q: If you put yourself in the customer’s 
perspective, what are the trends in 2018 in retail? 
Alexandru Chiru: When it comes to customer 
perspective of the trends and changes in the industry 
it all depends on the type of business each client has. 
Still, the trend for expansion and more store openings 
is ongoing; more proximity format stores are on a rise 
and really coming towards the market needs.
Moreover, the development of e-commerce is another 
growing trend. The shopping experience combined 
with technology is growing fast, as well.

Interview with Alexandru Chiru, Country Manager,  
Romania & Hungary,  HL Display

Leading through example, 
experiences and adding 

value to others

Also, none the less, the healthy/BIO trend (from 
consumer point of view- healthy eating/shopping, 
from customers point of view- partnerships with 
more local suppliers/producers) is covering more and 
more areas of our industry.

Q: What did “the better shopping experience in 
2018’’ mean in terms of your customers and in 
terms of your customers’ clients? 
Alexandru Chiru: Such a great question! A better 
shopping experience is, practically, composed of 
the already mentioned entities- HL- customer- 
consumers/clients. 
We expanded our area of expertise in order to provide 
the best experience in store and not only, for both 
customers and our customers clients. So, for 2018, 
the “better shopping experience” was about bringing 
more value in our industry, more projects and more 
partnerships with our customers. Was about 
opportunities, about growth and about helping 
others to achieve the best results.

Q: We know that in the retail industry a wide 
product range is not enough. How do your 
solutions maximize the shopping experience as 
it plays an important role in the choice of where 
to shop?
Alexandru Chiru: Indeed, coming back to trends, a 
wide portfolio is not enough, so our solutions also 
developed along with the markets needs and trends. 
A new part of our innovations is coming towards the 
healthy and fresh needs, so many proximity stores are 
starting to respond to this need, together with us. To 
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This is the most important driver in leadership. 
To add value to people and through them, to 

your business and your customers.
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use a detailed example, we noticed that shoppers tend 
to pick the place where they shop judging by the 
freshness of the fruits and vegetables (or judging by the 
fact that if the store has or doesn’t have fresh fruits and 
vegetables). Here is our responsibility, to support our 
customers in responding to this trend/need, and 
maximizing the store experience with our innovations.

Q: How does HL Display solutions really stand 
out from its competition? 
Alexandru Chiru: Besides utility, efficiency, 
productivity, quality and timing, it all comes to 
value. Which is the added value that the customer 
will receive?
This is the real difference between HL Display 
solutions and competitors. We go beyond what is 
expected from us. We create long time partnerships 
and experiences together, and aiming for the same 
result: answering the needs of the consumers, 
creating a better shopping experience and developing 
businesses.

Q: How do you focus on real-life customer cases 
and how do you perceive the people’s changing 
needs?
Alexandru Chiru: Everything is moving fast 
nowadays. Actually, faster and faster than before. So, 
what we do is to stop time for some moments and, 
together with the client, get the best we can out of 
any experience we developed, warm feedback and 
actual conclusions, benefits, financial figures and 
emotions. These are real-life customer cases, in this 
fast-moving business.
In the end, people’s needs are changing along with 
our industry. Along with e-commerce, along with 
technology. So, we can only perceive these changes as 
drivers to development.

Q: As we know, HL Display Romania helps its 
clients to deliver increased sales, staff savings 
and a better shopping experience. What do your 
customers need more from those three goals in 
2018 and why? 
Alexandru Chiru: Our customers need all these 
aspects to be achieved and exceeded, as it’s essential 
to be an industry leader.
But if needed to point out from these three, it will be 
increase sales and delivering a better shopping 
experience. 

Q:  What is the project you are most proud of 
from 2018 and why?  
Alexandru Chiru: I am proud of all our projects! All 
our projects and partnerships have grown and 
developed further and will continue to do so. Every 
project developed in a different direction or from 
different point of view.
Still, I am most proud of the projects where business 
has evolved into long time partnerships, and teams 
were connected for one goal. 
I am proud of my team members for pursuing this 
goal together with the customer, and I am also proud 
of our customers for leading this mutual development.

Q: What is the CEO’s role in leading 
transformation and what does a business 
oriented CEO represent in the digitalization era? 
Alexandru Chiru: The CEO is leading 
transformation through a strong team, being people 
oriented, goal focused and strong involvement. 
From my point of view, nothing should change this 
mindset.
In the digitalization era, or any other time period, a 
leader adopts a personal approach and adds 
meaningful value to other: people and businesses.

HL Display SRL, Romania
35 Medic Constantin Zlatescu St., 021505 Bucharest

Phone: +40 21 319 48 11
E-mail: alexandru.chiru@hl-display.ro

www.hl-display.ro
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Q: What are the current trends in the real 
estate industry? It is a search for the biggest 
boost in value over a certain period of time? Is 
it a hunt for real estate properties while the 
interest rates are still low? Are the people 
looking more or less to identify attractive 
investment opportunities?
Mircea Uzunov: Real estate has always been a 
relatively stable market for investment. Each 
segment has its particularities, with the residential 
sector in Romania being characterized by the very 
high share of owner-occupied compared to other 
countries (96% Romania, 51% in Germany). Source: 
http://ec.europa.eu/eurostat/statistics-explained/
index.php/Housing_conditions
The global population is growing rapidly and we 
cannot live in the cloud, so the demand for 
residential units will continue to increase. 
Of course, some cities grow faster than others, being 
preferred by the more mobile young generation. 
And the example for Romania is Cluj.
We also have to consider that the average residential 
prices in Romania are below the prices in many 
other cities in Europe, and this makes the entry 
barrier to buy a property much lower in Romania.
The interest rate is a very important factor, also for 
real estate, and both developers and investors are 
more interested to benefit in the periods with low 
levels of interest rates.
The value of properties increases in time differently 
across segments, but it also increases with inflation.

Q: Let’s talk about trends. Romania has had an 
economic growth for some time and the 
purchasing power is increasing. How do these 
factors affect the real estate industry in 2018?
Mircea Uzunov: The increase in purchasing power 

Interview with Mircea Uzunov, Owner, Regatta Estate Company 

Trends and challenges for 
the real estate industry

allows people to upgrade their standard of living, 
and to afford bigger and better quality properties. 
People invest in the location, the size, the view, the 
finishings or the underground parking.

Q: Please tell us where the Romanian real 
estate market stands compared to its position 
in 2008.
Mircea Uzunov: Market in 2018 is more 
consolidated, while in 2008 the market had a high 
share of speculative investors. Speculative investors 
are looking for short term gains so they drive the 
prices up very quickly. What we see now are 
investors which provide solutions for specific needs 
of the market, medium to long term.

Q:  Who is more interested now to invest in 
real estate in Romania? Are there Romanian 
investors? Are there foreign investors? Are 
there real estate funds?
Mircea Uzunov: The real estate market is 
segmented, and in each segment the players can be 
different. Romanian investors are active, they are 
familiar with the market and can assume the risk 
more easily. Foreign investors take longer time to 
understand the market and decide, but many foreign 
investors have already had a presence in Romania 
for a number of years. Investments funds are looking 
for larger investments, and the offer is more limited.

Q: Over the years, the real estate industry has 
managed to stay relatively hidden from many 
of the tech disruptions who have transformed 
other industries. How is the situation in 2018?
Mircea Uzunov: One of the important changes in 
the real estate industry comes from the smart use of 
office spaces. Companies offer employees the 
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The market in 2018 is more consolidated… 
What we see now are investors which provide 

solutions for specific needs of the market, 
medium to long term.



2018•Romanian Business Digest  127  

possibility to work from home, so at one moment in 
the day you will not have 100% employees present. 
Employees may have to book their desk in the office 
(not the same desk). This way, companies save 
money from using less office space from the total 
space required for all the employees.
In retail, online commerce is making a big change, 
but Romania is not very developed in retail to be 
affected. On the contrary, there is a strong increase 
in demand for logistics space to cater the regional or 
local online commerce.

Q: What’s the ‘’today, tomorrow and the 
future’’ of Artificial Intelligence in Real Estate?
Mircea Uzunov: The new industrial revolution will 
bring important changes in real estate and across 
industries. Buildings will be more efficient and their 
use will be more efficient. Shopping malls are 
currently tracking their customers over the wi-fi 
network to understand their behavior, office buildings 
and companies will do this with the employees.

Lower communication and transportation cost will 
change the way we use real estate and new areas will 
open.

Q: Besides the real estate industry, what’s your 
personal bet on other businesses? Where do 
you put a major degree of trust, after the real 
estate industry? What’s your view about the 
return of investment in the art industry?
Mircea Uzunov: My personal bet on other business 
is something started from my passion for art. 
I own a small art gallery and my greatest satisfaction 
as a curator, is to discover, promote and grow young 
artists, to make them known to the public and to 
bring them to the highest heights of success. My bet 
is now on few very talented young Romanian artists, 
promoted in my gallery, and my every day goal is to 
bring their works at the highest value. 
To believe and to invest in young artists is the key to 
a successful investment in art.

Regatta Estate Company
30 Puskin St., 011996 Bucharest

Phone/Fax: +40 21/ 232.90.12, +40 21/ 232.90.12,  
+40 21/ 232.90.13, +40 021/ 232.90.88

E-mail: office@regatta.ro
www.regatta.ro
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Q: What are the latest trends in terms of 
consumer concerns with wellness, sports, 
health, beauty and fitness? Could you describe 
some of the main trends you’ve observed in the 
past years?
Claudia Tamasi: The latest trends in the wellness 
industry are related to honesty and people being 
well with themselves. The main motivation today is 
strongly connected to physical and mental health, 
rather than just aesthetics. In companies, the leaders 
offer their personal example more and more, which 
attracts directly the “awakening” of even more 
correctly motivated people in the gym, who 
understand the long-term results of overcoming 
their comfort zone. So, we can describe the trend as 
Healthy motivation, healthy results! 
Technically speaking, the international market is 
teaching us that the latest trends in wellness are 
related to the following:
• More personalized experiences regarding sports 
and fitness
• Emphasis on mental health (yoga, mindfulness, 
body-art) 
• Focus on a holistic approach of wellness inside and 
outside the club
• Dedicated software and apps
• Healthy products vending machines
• Keep wellness simple (accessibility, communication, 
health assessments, screenings and health 
education) 

Q: Spa is an industry built on wellness, beauty 
and relationships, while people are going to 
such facilities to de-stress, to re-connect and to 

Interview with Claudia Tamasi, Executive Director, Pescariu Sports&Spa 

Improve your professional 
performance by starting 

from the inside

become more mindful. Do you see a passion for 
these things from the new generation of 
successful Romanian employees? 
Claudia Tamasi: Indeed, there is a strong interest 
around the concept of mindfulness and we believe it 
is a habit that will be even more visible in the future.  
If a few years ago overall goals were related primarily 
to weight loss, more and more people now want to 
adopt a healthy lifestyle that harmoniously combines 
sport with recovery, conscious eating and mental 
relaxation. More and more people get to talk to a 
nutritionist, do the food allergies and intolerance 
tests and even schedule appointments with a 
psychologist in which they can learn to shape a 
healthy and complex self-image that is not just 
reduced to the display of a weight-scale. These 
behaviors manifest more in people over 30-35 years 
of age, as the level of consciousness of one’s own 
body and the desire to evolve physically, intellectually 
and spiritually grow.

Q: Spa is a luxury service and people who pay 
for luxury services have high expectations. 
Claudia Tamasi: In many cultures, going to the 
SPA is part of a daily routine. Seen as a prevention 
method, it’s main benefits are stimulating the 
immune system, powerful detox procedure and 
lowering the stress levels. In Romania, people still 
see it as an optional facility and only recently they 
started to acknowledge the positive effects. It is a 
part of our philosophy to include the SPA on the 
MUST TRY list of our members. Referring to our 
entire package, we intend to deliver exclusively 
luxury services, in a friendly and cozy way.  
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When we are preoccupied  
to be well on the inside, we become our 
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So, high expectations are always met in Pescariu 
Sports&SPA! 
 
Q: What direction do you see the Sports and 
Spa industry taking in the next 5 years?
Claudia Tamasi: As mentioned earlier when 
talking about trends in the wellness industry, we see 
a clear direction towards this specific holistic 
approach: improving the quality of life. When we 
are preoccupied to be well on the inside, we become 
our best version on the outside too. So, in the next 5 
years we believe that this direction will drive more 
and more people to combine cardio, toning and 
endurance trainings with body&mind type of 
workout and clean nutrition.

Q: What’s the most important factor that you 
consider when operating a Sports&SPA facility, 
especially in relation with people who are using 
your facility?
Claudia Tamasi: The human factor is what we 
value most. We are a family owned business and our 
intention is to keep a warm welcoming atmosphere 
in the club. Friendliness and proactiveness are the 
key words to describe our daily activities. 

 
Q: What role does the Sports play in people’s 
professional performance?
Claudia Tamasi: Pescariu Sports&SPA resides on 
the principle that being performant on any level of 
our life, is strongly related to the habit of regular 
sports activities. We strongly believe and have our 
members’ daily confirmation that choosing the right 
training and sticking for enough time with a 
customized routine, not only increases the 
professional performance, but also decreases the 
stress levels which has a strong impact on the personal 
and social life, as well.

Q: What are the challenges in running a Sports 
and Spa facility in Romania?
Claudia Tamasi: In the last years, our club has 
steadily increased the number of members and 
facilities. It was an organic growth, meeting the 
needs of our members, but at the same time a fast 
growth for the Romanian labor market. So, in order 
to keep our premium approach, sometimes it still is 
a big challenge to have all our team aligned to the 
high standards required, but we do our best when it 
comes to induction plans, so that the newest team 
members will integrate in the shortest time.
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Pescariu Sports&SPA
3 Glodeni St., Bucharest

Phone: +40 21 242 16 15
claudia.tamasi@pescariusports.ro

https://pescariusports.ro

Q: Can you link the corporate social 
responsibility to the industry of Sports and Spa?
Claudia Tamasi: The social responsibility begins with 
every individual and CSR campaigns should definitely 
be approached by all type of industries, wellness 
included. As far as our direct involvement is concerned, 
we organize annual CSR campaigns and collect funds 
for different causes, but as one of our core values is 
discretion, we prefer to be a silent benefactor.

Q: What kind of changes do you anticipate for 
the future of  your industry?
Claudia Tamasi: I believe that in the future, more 
and more people will choose a healthy lifestyle and 
will look for a place to provide them with as many 
options as possible to cover their energizing, healthy 
eating and relaxing needs. The change we anticipate 
comes from a more integrated industry approach, 
which will have to evolve as a definition, from 
movement/sports industry to well-being industry. 
We can proudly consider ourselves as trendsetters in 
the industry of well-being and we have started a 
revolution 16 years ago, updating regularly our 
amenities with last generation equipment and 
always higher standard services, that lead to a select 
community, with members that share similar values 
and principles of life. I think on the long term, this 
kind of details and structure will make the difference.

Q: Since Romanian Business Digest 2018 is 
about Industrial Revolution 4.0 and its positive 
effects, how is your industry helping and what 
is the demand for the so called ‘’digital - detox’’ 
through Sports and Spa?
Claudia Tamasi: The new industrial revolution 
will certainly impact all industries, but as I 

We value people 
and direct human interaction.

mentioned earlier, we value people and direct 
human interaction. Of course, latest technologies 
and digitalization will make things easier for all of 
us, but for sure the personal touch will come from 
humans. We are not any gym in town. Our domain 
involves customized programs for each member. We 
target the elite and the ultimate luxury these days is 
the fine human touch, which does make a real 
difference.
As for the “digital-detox”, we are the experts! We 
offer our members an oasis of peace and relaxation 
where they can re-charge their batteries to meet 
everyday challenges. There are gyms where you go 
punctually to tick your workout routine and there 
Pescariu Sports&SPA where you can choose to stay 
the whole day.

Q: Since we’ve reached the end of our interview, 
is there anything you would like to add?
Claudia Tamasi: I would like to say that at Pescariu 
Sports&SPA you come to stay! You can start your 
day with an hour of morning sports, followed by 
relaxation at the SPA and swimming pool; you can 
have a business lunch later on the terrace of our The 
Gallery restaurant or you can choose to work on 
your laptop in one of the quiet areas, after which 
you can end your day negotiating with your partners 
at the tennis net. Should there be the case, you can 
bring the kids to our Baby-Parking or enroll them to 
the Summer Camp or Kids Classes. All this and 
much more can be accessed right in the heart of 
Bucharest.
Pescariu Sports&SPA is a choice for people who are 
paying attention to themselves. Therefore, visit us, 
every day from 6 AM to 12 PM and experience what 
we are talking about!
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Q: First of all, what is your definition of 
leadership?
Allan Kleynhans: Leadership is about influence. 
Whether it’s only one person you’re leading or a 
group of people, if you’re exerting influence, then 
you’re in a leadership role. A lot of people don’t 
realise that they are in leadership roles simply 
because most people do not see themselves as a 
leader. However, whether you’re influencing your 
children as a parent or you’re influencing people you 
work with, it’s good to remember that your example 
is what will impress people. As leaders we need to 
ask ourselves if our influence is having a positive or 
negative effect on the people around us.

Q: Is the CEO of a company necessarily a 
leader?
Allan Kleynhans: One would certainly hope so. 
You would expect the CEO of any company to 
demonstrate leadership qualities. They are the 
person at the helm of the ship, they are the person 
who is driving the vision of their organization. 
Ultimately, the most important decisions come 
down to the CEO.

Q:  You have showed us earlier how important 
it is for a leader to be very well prepared in 
public speaking. Why is it so important? 
Allan Kleynhans: Communication is the ultimate 
skill for any leader. You must be able to effectively 
articulate, demonstrate or sell your vision to your 
team. If that’s the CEO who wants to take their 
company in a new direction, or into a new market, 

“Nothing is ever in the way. Everything is always on the way.”
 

Interview with Allan Kleynhans,  
International Speaker and World-Class Performance Coach 

Self-leadership is the 
first step towards great 

leadership

you must be able to communicate that effectively. 
Communication is the ultimate skill for anybody. 
When it comes to leadership, the more effective 
your communication, the more effective you are as a 
leader. You have to be able to effectively articulate 
what you want to get across to people.

Q: Why does a leader need a coach?
Allan Kleynhans: Leaders don’t need a coach per 
se, but many will choose to have one because they 
realise by having a coach, it enables them to be even 
more effective as a leader. Coaching is about 
recognizing that we all have a blind spot. Exceptional 
leaders are always looking for ways to sharpen their 
axe, they are always asking themselves: ‘How can I 
get even better?’, ‘How can I take it to the next 
level?’, ‘How can I grow this bottom line?’, ‘How can 
I grow this team?’. If these are the kind of questions 
you want to address in yourself, then a skillful coach 
can shine the light on your blind spots and help you 
expand your ability as a leader.

Q: Why do coaches need a coach?
Allan Kleynhans: It’s my opinion that all coaches 
need a coach, especially coaches that have yet to 
reach the level of mastery in their own lives. 
However, the great coaches I know also understand 
that every person and every experience they 
encounter provides a coaching opportunity for 
themselves. They surround themselves with high 
caliber people, so effectively they’re being coached 
all the time. Coaching is a great responsibility, if 
you’re going to coach other people, then it’s your duty 
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Communication is the ultimate skill for 
everyone. When it comes to leadership, 

the more effective your communication, 
the more effective you are as a leader.
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to be as effective as possible. You can only be as 
effective as you are willing to go deep in your own life. 
I always tell people: you can only go as far as the coach 
is willing to take you or as far as your coach has been. 
So, as a coach having your own coach means that you 
can continuously focus on becoming even better as a 
coach. I always use the metaphor that we are all 
peeling our own onion. When you peel a layer of your 
onion you always find there’s more work to do on 
yourself. When you heal whatever needs healing and 
you grow as a person, what happens next is that you 
find there is another layer to be peeled. Having a 
coach means you can do that in a faster period.

Q: How should leaders and CEO’s choose a 
coach?
Allan Kleynhans: I believe choosing the right coach 
is important and must be done very carefully. I believe 
you must have an initial connection, an emotional 
connection to a coach. You must resonate deeply 
with them at first meeting because this is someone 
you’ll end up sharing intimate things with, so having 
that initial connection is very important. I always 
encourage people to take their time looking around 
and really find somebody that can resonate with. I 
always offer anybody that’s considering coaching 
with me, ‘a possibility conversation’ – this is simply a 
conversation that opens possibilities. This 
conversation has no obligations and there’s no 
agenda. It merely offers the chance to get to know 
the other person and for them to get to know me. 
And if there’s a connection of some kind then we 
can explore the possibility of working together. 
You’ll find that you usually enjoy working with the 
people that you feel a connection with. Choosing a 
coach must also be based on skill and ability. Too 
many people spend a lot of money with coaches 
who have very little ability or skill and end up not 
getting the results they want. I’ve had a lot of clients 
who tell me: ‘I’ve worked with this person, I’ve paid 
a lot of money, but I haven’t really got the results I’m 
after’. I hear this a lot and it’s a shame because it 
gives the coaching industry a poor name. I always 
say to people that you must choose your coach 
carefully because otherwise it can be very expensive, 
and you might find that you don’t get the results you 
want.

Q: You are a leader and a coach, and I have a 
personal question. What’s the lesson that you’d 
have preferred to learn not in a hard way?

Allan Kleynhans: It’s like saying: ‘what would I say 
to myself if I was 20 years younger?’ I’d say: ‘learn 
quicker and apply faster’. So, learn, absorb, apply 
would be my mantra. In my twenties I was always 
reading and studying, but I didn’t really apply what I 
learned until my thirties. I had my own lessons to 
learn. I learned, and I absorbed and I’ve got a great 
memory, so it’s easy for me to recall things I’ve read, 
but I only started applying it much later. I would also 
say to my younger self: ‘fear less, love more’. When 
you can love more and fear less it means you are 
willing to open your heart no matter what. The 
greatest challenge we have as human beings, 
especially leaders, is that we’ve grown up in 
environments and had painful experiences that 
cause us to close our heart, and when our hearts are 
closed we cannot lead effectively. 

Q: What’s your view about the Romanian 
leaders or wannabe leaders?
Allan Kleynhans: I must admit that I haven’t read 
much about Romanian leaders. What I usually do is 
try to find out about the culture rather than 
leadership because I know that leadership comes 
and goes, especially at the political level. In terms of 
anyone who wants to be a leader, anyone that’s 
listening to this interview - if you want to be a 
leader, you must first recognize that you already are 
a leader. You already are leading yourself. Perhaps 
you’re just not doing it effectively yet. Life is about 
being effective, and the more effective you can 
become in leading yourself, in other words getting 
yourself to do what you know is required to have a 
much greater experience of life, the more effective 
you will become with other people. If you want to be 
a leader then study great leaders. Read good 
leadership books and then apply what you learn. If 
you only learn one thing from a book and you only 
apply that one thing, then it’s been worth your time 
reading that book.

Q: What is the first lesson that you would teach 
a manager or a CEO who goes in public 
speaking for the first time?
Allan Kleynhans: The first thing about public 
speaking is that you must know your content inside 
out and back to front. I always tell my students – 
learn your content until you know how to say it 
backwards. When you know your content, you have 
confidence because you don’t have to worry about 
what you’re going to say. When you don’t know your 
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content, you have no certainty. This means you’re 
easily distracted by many things including being 
worried about what the audience will think of you, 
or whether you’ll say the wrong thing. As human 
beings, our greatest fear is being humiliated in front 
of others. It’s the humiliation that comes with failure 
that scares us. When you’re in front of an audience 
for the first time, this fear is magnified. People feel 
naked in front of an audience. They believe people 
will see things about them they may not want to 
disclose. When you understand exactly what you’re 
going to say and why you’re going to say it, you feel 
confident and confidence is like oil in an engine – it 
creates smooth execution. 

Q: Content is the king, but for a CEO, a 
manager, a leader who’s going for the first time 
in front of an audience, he might have some 
emotions. How soon should a manager, a CEO 
or a leader approach public speaking after he/
she starts training? 
Allan Kleynhans: I would say immediately. The 
best way to become proficient as a public speaker is 
to practice as much as possible. Practice develops 
confidence, so any chance you get to speak, take it. 
Authenticity is also a powerful thing, so don’t wait 
until you think you’re perfect. When you’re in front 
of an audience for the first time, knowing your 
content is crucial, however, if you are willing to be 
authentic, transparent and speak from your heart, 
this can win over the most cynical audience. There 
is nothing more powerful than being real on stage. 
I’ve seen people who don’t really know what to say 
but because they’re speaking from their truth, from 
their heart they are much more powerful than 
somebody who is more polished, but lacking 
authenticity. Being authentic and really 
understanding what your message is make a 
powerful combination. Take every opportunity to 
speak in front of people, because you’ll develop 
confidence. The more you practice, the better you 
get. 

Q: You mentioned a lot of precious things like 
attending events, reading a lot of books, 
choosing the right coach. In this environment, 
where we have the Industrial Revolution 4.0 
and other ways of learning, how does leadership 
change? 
Allan Kleynhans: Technology has already had a 
major impact on everything and will continue to do 

so. This is already creating a lot of fear for people 
who are not sure about what their future holds. 
Earlier today a lady spoke up during the presentation 
about her fear of the unknown. I told her nobody 
really knows what the future holds. The only thing 
we can know for sure is that it’s changing faster than 
it ever has before. What can we do individually? We 
can remind ourselves that we can create the future 
we want. We have freedom to do that. In other 
words, we can predict our own future by working 
towards the future we want for ourselves. What we 
do in the current moment every day is literally 
creating our individual future. Our daily actions will 
depict our future. Obviously, technology will create 
major changes, but it doesn’t have to be scary if 
you’re prepared mentally. I don’t think people 
should buy into all the hype and the fear around 
what might happen. We must remember that 
technology is also changing the way we live in a very 
positive way too and is providing us with freedoms 
that we have never had before. In 20 years’, 
technology will create many benefits that we don’t 
currently enjoy yet. Breakthroughs in science and 
medicine mean we are going to live longer and we’re 
going to be healthier and we’re going to enjoy more 
freedoms. We must recognize the possibility and the 
opportunity that technology represents and then 
prepare for those opportunities. The questions 
people should be asking are, ‘what can I do to 
prepare myself right now, what new skill can I learn, 
what new language can I learn?’ - there are many 
things people can do to prepare themselves for the 
future, it just depends where their focus is. If it’s on 
fear and uncertainty, then you’re going to miss out.

Q: So leaders should not be afraid that robots 
will take their places?
Allan Kleynhans: I don’t think they should be 
afraid of that. There is always going to be a need for 
people in leadership positions. We need to make 
sure that we are conscious enough that we can work 
together with technology, so, we aren’t frozen by our 
fear. It’s just about being prepared and not allowing 
fear to stop us not from recognizing our own 
capabilities.

Q: Do you have something else to add for our 
readers?
Allan Kleynhans: I always tell the audience that 
nothing is ever in the way. Everything is always on 
the way. One of the greatest challenges we face is 

We’re creative by nature. But we have all 
learned to be critical by nurture. 

Consequently, most people are not using 
their minds effectively.
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that we fear we’re going to lose something, because 
we’ve all experienced loss of some kind in our past 
– we’ve either lost somebody we loved, lost a 
relationship, lost money, or lost an opportunity at 
some point. We’ve all had the experience where we 
missed out on something. The possibility of losing 
something in the future prevents us from really 
experiencing our true power and being creative in 
the present. We’re creative by nature. But we have all 
learned to become critical through nurture. In other 
words, we take on the fears and limiting beliefs of 
the people who raise us. This is an unconscious 
process that has drastic consequences for us as 
adults. Consequently, most people are not using 
their minds effectively as they are meant to be used 
in a creative fashion because most people are always 
focusing on what they may lose. Remember, every 
single one of us has access to a very valuable piece of 
kit: the nervous system, the brain and access to the 
mind on three very different levels: the conscious, 
the unconscious and the superconscious. We can 
only use those abilities in powerful ways if we 

remain open to what’s available to us internally. One 
of the most powerful tools available to us is our 
imagination and we must use our imagination in a 
constructive fashion. Most people are using their 
imagination to worry about what may go wrong and 
what they may lose if they take that next step… 
Remember – when anything does go awry, it’s always 
on the way to something better. Always. There is 
always a valuable lesson when something doesn’t 
work out the way we hoped it would. We can all look 
back at our past experiences, we’ve all had moments 
when something didn’t go the way we wanted, and 
we can find some good came from that. It’s 
important to remember that when you’re going 
through a tough time that everything is on the way 
and nothing is in the way.

Q: Last question, in short: if you would have to 
describe yourself in three words, what would 
these words be?
Allan Kleynhans: Loving, passionate and crazy. 
Thank you very much.

ALLAN KLEYNHANS

I N T E R N A T I O N A L

Allan Kleynhans
info@allanspeaks.com 
www.allanspeaks.com
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Q: Please share with us what leadership means in 
the Industrial Revolution 4.0 era.
Sorin Popa: Leadership has always been about getting 
results. The thing that changed over the years is the 
way leaders get the results they want.  It used to be that 
the leader decided the way ahead, he had the authority, 
he was signing the paychecks and everyone would 
follow his lead if they wanted to keep being part of that 
team. Nowadays things are a little bit different. More 
and more people are waking up to the fact that leaders 
don’t always know the better way and leadership is 
more of a skill than a birthright. Leaders need to keep 
growing and keep proving they deserve to lead or else 
they will be challenged. Todays world offers so many 
options, that if someone feels things  are not moving 
ahead in the direction they want, they are free to prove 
themselves better than their leader, asume the 
leadership role and get themselves and the team to the 
next level. And if the company is possitionally led and 
leadership is more about position than results, anyone 
can just decide to leave and find a better place for them 
to grow. 
This brings up two issues within a lot of companies: 
first, if you want to lead the old way, you need to keep 
your people from growing too much or you risk losing 
them to better leaders and better companies.  Although 
this still works in many places, the 4.0 era will prove to 
be the end of this type of leadership. Secondly, if you 
want to keep getting results and keep growing in 
todays world, you need to constantly develop yourself 
as a leader and push your people to improve themselves. 
John Maxwell calls this the Law of the Lid. He says that 
a team will never grow beyong the level of its leader. 
Eventually the leader will stop the team from growing 

Interview with Sorin Popa, President, John Maxwell Team Romania

If the leader keeps 
evolving then the team 

has room to grow

or the team will replace the leader with a better one 
and then keep going.  However, if the leader keeps 
evolving then the team has room to grow. 
I think in this era, leadership is about understanding 
that people want to grow and not just get paid. They 
want to be led by other people who are also evolving 
and can help them get to the level they want. People 
appreciate an imperfect but growing leader more than 
a know-it-all who just wants to rule. 

Q: What is the new leadership model and what 
are the relevant changes impacting and shaping 
today’s leaders?
Sorin Popa: I think the new leader is an imperfect 
person who wants to get things done and understands 
that no individual result can compare with what a 
team of growing people can do.  He knows that he is 
also on a journey and even though he might be ahead 
of the team, his team can help him grow as well. He 
admits his mistakes, is not afraid to show weakness 
and models consistency in growth for everyone in his 
team. The new leader understands what team effort 
means, he wants to help his people perform within 
their strengths, he challenges them to break their own 
barriers, shows them how he breaks his own limitations 
and they love him for that. 
Access to information has never been better than it 
is today. Access to other growing leaders has never 
been easier. People who are natural born leaders 
but who are not working on developing themselves 
are constantly being replaced by new leaders who 
use this information and access to lead themselves 
up to the point where other people choose to 
follow them.
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People appreciate an imperfect but 
growing leader more than

a know-it-all who just wants to rule.
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Q: Identifying and recruiting skilled leaders is a 
primary concern of the 4.0 Industrial Revolution. 
Where can you find these leaders?
Sorin Popa: Pretty soon we will no longer see growth 
without skilled leaders. So if we just follow the results 
they will show us the established leaders. Whenever I  
see a team performing, I know there’s a leader in there. 
It might not be the boss but someones definitely 
leading the team. 
Although it will become more and more obvious who 
the authentic leaders are, I think the main focus in the 
future will be on finding the undiscovered leaders, 
those regular employees who have not led anyone yet 
but who can work miracles if given the chance. 
To find the undiscovered leader, we need to be aware 
that it takes one to know one and it takes one to grow 
one. A true leader will always invest in growing his 
team and whenever  someone in a team will show 
interest in growing and helping others, a leader will see 
that and will naturally be atracted to that. 
True leaders understand that a team does not 
necessarily have one leader and multiple followers but 
instead it can have multiple leaders and multiple 
followers. Each leader might have a different strength 
zone and each leader can take turn in leading the team 
if his strength is needed. When a leader understands 
this, he will keep an eye open for future leaders in the 
team, not feeling threatened by them but in fact 
welcoming them as a value add for the entire team.
There’s a lot of undiscovered leaders in most ot the 
companies today. They are not being developed mostly 
because current leaders do not want to risk being 
replaced and secondly, they wouldn’t know how to let 
someone else lead for a while and just be a follower.  
Are you looking for a good leader? Try looking inside 
your team. One might be there waiting for someone to 
believe in him and empower him to grow beyong his 
current level. 

Q: How much do the traditional leadership skills 
matter in relation to the ‘’new leadership style 
and approach’’?
Sorin Popa: In his latest book, Developing the Leader 
within You 2.0, John Maxwell talks about the 5 levels of 
leadership saying that there will be people in a team 
who will never accept being led in any other way than 
the old way.  Level 1 is the lowest level of leadership: 
the old way.  Its when people follow the leader because 
they have to and not because they want to. Its when 
they follow the leader not because he is right but 
because he is the boss. 

Within the John Maxwell Team, we do a lot of work 
helping romanian companies implement a new style of 
leadership and we get to see a lot of people who still 
need a boss, they still need to be “told” what to do and 
they just don’t care enough to grow themselves to any 
other level. 
When you’re a growing leader, you might find yourself 
having to lead people who need a boss and not a leader. 
Traditional leadership skills, might come in handy 
until you can replace those people in your team or help 
them change. 
You have to know however how to make a difference 
between people in your team and not treat everyone 
the same. There’s people who respect results, there’s 
people who respect force, there’s people who will be led 
by having a close working relationship with the leader 
etc. Leadership also means being able to dapt to 
whatever works for them, the people in the team. The 
goal is always to help them get to their next level by 
speaking their language. 

Q: What must leaders do to face the challenges of 
an accelerating world in which century old 
businesses face the possibility of becoming 
obsolete in less than a decade?
Sorin Popa: The older the company, the stronger the 
culture within the company.  And the stronger the 
culture is, the harder it is to adapt it to these times of 
change. When you’ve done things in a certain way for a 
hundred years, even if they’ve changed over the years, 
it still moves a lot slower than it should. 
I don’t think these companies need to do anything 
different. It’s just harder for them.  
Everyone in the Industrial Revolution 4.0 era needs to 
learn to empower people. To find the people who are 
more awake towards their potential and help them 
grow. Provide them with the tools to evolve to the level 
where they can take on more responsabilities. And 
then give them the responsabilities, the authority and 
the rewards that come with that kind of growth. 

Q: How will we measure the success/failure of 
the new leaders and how will we re-educate older 
executives in the light of the new priorities 
imposed by the Industrial Revolution 4.0?
Sorin Popa: As I said in the beginning of this interview, 
leadership is ultimately about getting results. You 
measure leadership by measuring the results. If the 
team is getting better and better results, that means 
the leader is getting better himself. The new leadership 
style without results is just a bunch of friends spending 
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good times together. It will not work. I love the 
question about educating older executives. I get it a lot. 
I have not seen  the new leadership style forced onto 
anyone yet. If older executives do not the see the 
benefits of the new way of doing things, they will keep 
doing what they do until they will see the consequences 
of their way of doing it. Only then, will they become 
open and educate themselves. 
One of the attributes ot the new leader is that he 
keeps growing himself to be able to lead a growing 
team. This means educating himself continuously. 
Until he is willing to educate himself, he will not 
grow. By using the Mastermind Group Model, we 
have been succesful in helping many older executives 
reboot their thinking and embrace a new journey of 
growth that hopefully will never stop again.  The 
Mastermind Group brings teams together in a growth 
process and challenges them to think into their 
actions and results and to pull out lessons from their 
own experiences. Most of the times, we can see it in 
their eyes when the light comes on and they begin to 
see the posibility of trying other things.
Another tool we use quite a lot is called the Maxwell 
Leadership Game. In the context of playing a card 
game and having some fun, we challenge teams to talk 
about leadership challenges that they face inside their 
company and figure out ways of dealing with them. 
When playing the leadership game, people open up to 
each other and many barriers get dropped making it 
clear for us to see where improvement is needed. We 
can then create a custom process to help that particular 
team reach the next level. 

Q: We know that your personal background and 
education is in IT. How does this help in teaching 
leadership in the era of digital transformation 
and Artificial Intelligence?
Sorin Popa: My IT background has helped me quite a 
lot in the last 8 years. I was able to use the latest 
technologies in building the largest John Maxwell 
Team outside of the United States. 90% of our activity, 
classes and services are online today.  80% of our clients 
come through our online marketing. We know that is 

John Maxwell Team
sorin.popa@johnmaxwellteam.ro

www.johnmaxwellteam.ro

where the world is heading and that is where we 
wanted to be. The digital transformation is not a 
cyclical thing. It does not come and go. It is changing 
the game. The training industry can not stay on the 
sidelines. We need to be on top of it. 

Q: What should I have in mind when I ask myself: 
do I have the right mentor?
Sorin Popa: First of all, I think that if you’re asking 
yourself this question you have realized the importance 
of mentorship in your life and business and that is a 
pretty big step. I could not have done what I have done 
in the last few years without good mentors. Mentorship 
should be a priority for any growing leader today.
Having the right mentor will not eliminate failure but 
in can decrease the number of times you fail quite a 
lot. When choosing a mentor you should always be 
very clear what you are choosing him for. You can 
have multiple mentors on multiple areas. I myself 
have a leadership mentor, a business mentor, a 
relationship mentor and a fitness mentor. However I 
do not recommend more than one mentor per area of 
growth. Every voice you listen comes with its own 
energy signature and if you listen to more than one 
voice per area of growth, you can get more confused 
rather than clear. 
Secondly, you need a mentor that is still doing the 
things you need mentoring in. At the rate things are 
moving in this era, what was working 10 years ago 
might not be working today. So having a mentor who 
is still active and growing might be very helpful. 
Thirdly, you want a mentor who is too busy to mentor 
other people. This may sound a bit strange but there;s 
a lot of former succesful people out there who are not 
doing anything anymore but mentoring young people. 
Its more of an ego thing for them rather then the desire 
to help them  grow. You want a mentor who you need 
to work hard to get on his agenda and get some of his 
time. If your mentor has good results in the area you’re 
interested in growing, if he is still active and growing in 
that area and if he makes you feel you need to work 
hard just to continue to be mentored by him, you 
might just have the right guy.

To find the undiscovered leader, we need to 
be aware that it takes one to know one and 

it takes one to grow one.
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