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Dear readers,
For a second year running SeeNews has taken up the challenge 

to publish SEE TOP 100 - the ultimate ranking of the largest 
companies in Southeastern Europe (SEE) in terms of total 
revenue. 

SEE TOP 100 is a comprehensive in-depth guide to the 
emerging economies in SEE, one of the world’s fastest growing 
regions which traditionally lures foreign investors with high yields, 
skilled labour force and low production costs.

In this year’s edition of SEE TOP 100 we ranked all companies 
by total revenue for the fiscal year ended December 31, 2008 
instead of ranking them by net sales revenue, as we did in the first 
edition of the ranking. This change reflects our assumption that 
total revenue is a more accurate gauge of the size of any business 
because apart from sales revenue it comprises financial and other 
income, which is often an essential part of the income generated. 
Due to this change in methodology, we have avoided making 
direct comparisons with last year’s ranking because the figures are 
not fully comparable.

Apart from the flagship ranking of the largest non-financial 
companies by total revenue, SEE TOP 100 features sub-rankings 
of the fastest growers and the most profitable companies, as well 
as of those SEE businesses that ended 2008 with a loss. The edition 
also includes a ranking of the biggest companies by revenue per 
capita and a separate ranking of the top 50 banks in SEE in terms 
of total assets.

In SEE TOP 100 you will also find a breakdown of the major 
industries in the region in terms of cumulative revenue, together 
with in-depth industry analyses and expert opinions, accompanied 
by political and economic overviews of all countries in the region. 

This volume offers an insight into successful management 
practices provided by our partners A.T. Kearney and a survey of 
the best employers in SEE by Hewitt. 

We have a special section dedicated to companies which add 
to the colour of the region, as well as a chapter dedicated to the 
IPOs market in SEE. 

All over the book, you will find interviews with top corporate 
officials and heads of foreign investment agencies, highlighting 
the most important events that took place in 2008 and providing 
forecasts for the years to come.

Set up in 2004 with the aim of providing international 
investors with an information gateway to a region where 
independent corporate news is often hard to come by, SeeNews 
now introduces its second annual edition of SEE TOP 100 to give 
a detailed picture of investment opportunities and challenges of 
Southeastern Europe.

The success of the SEE TOP 100 project would have been 
impossible without the support and highly valued advice of our 
strategic partner Roland Berger, Croatia. We would also like 
to thank our people management consultants Hewitt and our 
management consultants Partner A.T. Kearney.

Branimir Kondov, Denitsa Koseva, Kiril Girginov
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SEE TOP 100 Companies  (in millions of euro)

Ranking Company Name Country Industry
Total Revenue 

2008
Total Revenue 

2007
Net Profit/
Loss 2008

Net Profit/
Loss 2007

1 Petrom SA Romania Petroleum/Natural Gas 4,850.79 3,596.27 256.55 492.51

2 INA d.d. Croatia Petroleum/Natural Gas 3,651.56 3,279.35 -142.23 163.88

3 Lukoil Neftochim Burgas AD Bulgaria Petroleum/Natural Gas 3,646.97 2,956.98 -242.05 52.93

4 Naftna Industrija Srbije AD* Serbia Petroleum/Natural Gas 3,429.74 3,188.05 -45.16 66.34

5 Petrol d.d. Slovenia Petroleum/Natural Gas 2,721.40 1,992.09 -64.43 45.82

6 Lukoil-Bulgaria EOOD Bulgaria Petroleum/Natural Gas 2,465.32 1,861.07 0.841 16.55

7 Rompetrol Rafinare SA Romania Petroleum/Natural Gas 2,365.13 1,662.65 -116.69 -87.07

8 Arcelormittal Galati SA Romania Metals 2,234.03 2,117.22 151.78 89.96

9 Automobile Dacia SA Romania Automobiles 2,108.52 1,996.45 55.71 122.53

10 Poslovni Sisitem Mercator d.d. Slovenia Wholesale/Retail 1,839.24 1,736.63 32.14 35.42

11 JP Elektroprivreda Srbije Serbia Electricity 1,760.87 1,691.53 -26.96 -36.91

12 Konzum d.d. Croatia Wholesale/Retail 1,741.78 1,485.96 59.19 40.65

13 Hrvatska Elektroprivreda d.d. Croatia Electricity 1,557.60 1,403.51 -1.78 61.68

14 Delta M DOO Serbia Diversified Holdings 1,556.56 1,263.69 16.17 57.92

15 Natsionalna Elektricheska Kompania EAD Bulgaria Electricity 1,521.43 1,275.46 23.95 21.21

16 Metro Cash and Carry SRL* Romania Wholesale/Retail 1,490.00 1,590.00 N/A N/A

17 Rompetrol Downstream SRL Romania Petroleum/Natural Gas 1,416.42 1,137.55 -53.25 -3.93

18 Aurubis Bulgaria AD Bulgaria Metals 1,308.50 1,128.27 -86.44 26.76

19 Petrotel Lukoil SA Romania Petroleum/Natural Gas 1,280.82 1,038.31 -134.65 -25.92

20 Revoz d.d. Slovenia Automobiles 1,221.50 1,261.13 18.74 28.56

21 Orange Romania SA Romania Telecommunications 1,216.09 1,151.82 404.44 337.60

22 Lukoil Romania SRL Romania Petroleum/Natural Gas 1,160.96 1,138.63 2.59 14.71

23 Vodafone Romania SA Romania Telecommunications 1,154.08 1,112.09 283.19 244.19

24 GDF SUEZ Energy Romania SA Romania Electricity 997.24 934.24 32.26 50.51

25 Romgaz SA Romania Petroleum/Natural Gas 979.50 1,018.82 134.82 141.14

26 Carrefour Romania SA Romania Wholesale/Retail 972.82 738.69 18.59 22.82

27 U.S. Steel Serbia DOO* Serbia Metals 967.06 907.05 4.91 28.16

28 Porsche Romania SRL Romania Automobiles 948.47 944.42 66.23 84.93

29 Telekom Srbija AD* Serbia Telecommunications 939.81 932.60 62.65 146.06

30 HT - Hrvatske Telekomunikacije d.d. Croatia Telecommunications 920.88 957.05 327.92 377.27

31 British American Tobacco (Romania) Trading SRL Romania Food/Drinks/Tobacco 915.90 765.37 91.69 64.00

32 OMV Slovenija d.o.o. Slovenia Petroleum/Natural Gas 913.03 509.19 13.34 11.84

33 Merkur d.d. Slovenia Electronics 891.81 953.72 26.47 30.61

34 Selgros Cash& Carry SRL Romania Wholesale/Retail 871.19 812.71 36.08 33.58

35 Holding Slovenske Elektrarne d.o.o. Slovenia Electricity 856.65 943.96 53.76 12.41

36 Romtelecom SA Romania Telecommunications 846.05 838.02 0.992 21.41

37 Krka d.d. Slovenia Pharmaceuticals 833.57 723.35 161.13 126.52

38 OMV Bulgaria OOD Bulgaria Petroleum/Natural Gas 805.63 574.27 4.30 8.10

39 Gorenje d.d. Slovenia Electronics 802.32 861.05 11.97 13.21

40 E.ON Gaz Romania SA Romania Electricity 782.85 349.05 10.96 20.71

41 C.N.T.E.E. Transelectrica SA Romania Electricity 752.31 659.49 10.52 14.42

42 Bulgargaz Holding EAD Bulgaria Petroleum/Natural Gas 732.73 569.11 -46.29 44.48

43 Lek d.d. Slovenia Pharmaceuticals 729.19 772.50 67.43 79.79

44 Kaufland Romania SC Romania Wholesale/Retail 726.98 598.49 3.44 14.57

45 Electrica SA Romania Electricity 713.51 232.39 306.14 0.271

46 real,- Hypermarket Romania SRL Romania Wholesale/Retail 689.06 385.25 -51.18 -43.86

47 JP Srbijagas* Serbia Petroleum/Natural Gas 688.07 632.12 3.40 10.88

48 Mobiltel AD Bulgaria Telecommunications 678.53 643.39 166.36 159.14

49 Engrotus d.d. Slovenia Wholesale/Retail 673.93 599.57 8.07 18.34

50 Hidroelectrica SA Romania Electricity 669.10 590.09 16.34 14.56
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SEE TOP 100 Companies  (in millions of euro)

Ranking Company Name Country Industry
Total Revenue 

2008
Total Revenue 

2007
Net Profit/
Loss 2008

Net Profit/
Loss 2007

51 CNADNR SA Romania Construction 659.51 498.63 12.17 0.862

52 Okta AD Macedonia Petroleum/Natural Gas 646.89 492.91 -22.42 16.14

53 T-Mobile Hrvatska d.o.o. Croatia Telecommunications 641.48 598.20 214.12 181.86

54 CFR - Calatori SA Romania Transportation 629.75 618.86 -65.26 -37.37

55 Naftex Petrol EOOD Bulgaria Petroleum/Natural Gas 626.66 348.74 105.51 -4.95

56 Alro SA Romania Metals 614.92 626.85 62.04 120.84

57 Salbatring International d.o.o. Slovenia Petroleum/Natural Gas 610.44 58.87 1.98 1.35

58 Zagrebacki Holding d.o.o. Croatia Diversified Holdings 606.41 587.90 19.95 4.22

59 YugoRosGaz AD* Serbia Petroleum/Natural Gas 583.02 414.81 23.50 13.67

60 Stomana Industry AD Bulgaria Metals 577.21 448.18 48.94 46.88

61 Electrocentrale Bucuresti SA Romania Electricity 576.75 678.63 -86.71 -26.37

62 OMV Hrvatska d.o.o. Croatia Petroleum/Natural Gas 574.80 453.01 -8.07 9.18

63 OMV Romania Mineraloel SRL Romania Petroleum/Natural Gas 573.30 469.07 15.24 15.14

64 Philip Morris Romania SRL Romania Food/Drinks/Tobacco 568.35 501.82 25.83 22.20

65 Overgas Inc. AD Bulgaria Petroleum/Natural Gas 561.51 341.36 5.70 10.35

66 Coca-Cola HBC Romania SRL Romania Food/Drinks/Tobacco 560.43 506.06 61.16 56.84

67 MOL Romania Petroleum Products SRL Romania Petroleum/Natural Gas 555.00 499.32 10.79 16.76

68 CEZ Elektro Bulgaria AD Bulgaria Electricity 550.56 465.53 7.36 7.26

69 Interagro SA Romania Diversified Holdings 537.43 459.63 14.89 7.99

70 SCT d.d. Slovenia Construction 534.09 469.67 7.18 1.64

71 VIPNet d.o.o. Croatia Telecommunications 528.02 517.62 130.86 138.33

72 HEP-proizvodnja d.o.o. Croatia Electricity 527.48 488.72 3.37 -15.03

73 Moldovagaz SA Moldova Petroleum/Natural Gas 523.15 453.37 25.95 38.06

74 IMPOL d.o.o. Slovenia Metals 522.79 495.20 5.50 4.49

75 Oltchim SA Romania Chemicals 504.84 542.63 -58.72 -26.56

76 Bulgarian Telecommunications Company AD Bulgaria Telecommunications 504.48 502.34 16.39 61.49

77 Mediplus Exim SRL Romania Wholesale/Retail 495.21 432.39 2.85 6.53

78 Telekom Slovenije d.d. Slovenia Telecommunications 493.82 451.94 95.97 84.67

79 Petrol AD Bulgaria Petroleum/Natural Gas 487.20 405.38 103.90 -11.80

80 HEP-Operator Distribucijskog Sustava d.o.o. Croatia Electricity 479.22 423.43 18.10 -13.41

81 Renault Industrie Roumanie SRL Romania Automobiles 472.86 506.06 -0.016 0.604

82 Daewoo-Mangalia Heavy Industries SA Romania Transportation 470.45 401.77 -107.97 -20.12

83 JP Elektroprivreda BiH d.d. B. and H. Electricity 463.74 391.27 23.64 11.69

84 Cosmo Bulgaria Mobile EAD Bulgaria Telecommunications 460.06 412.10 53.17 73.42

85 RCS & RDS SA Romania Telecommunications 457.61 420.15 -21.17 17.11

86 Arabesque SRL Romania Wholesale/Retail 457.12 387.12 -1.56 7.60

87 Complexul Energetic Turceni SA Romania Electricity 455.07 412.14 5.01 21.70

88 Mobitel d.d. Slovenia Telecommunications 454.94 438.53 58.95 50.60

89 Enel Distributie Muntenia SA Romania Electricity 449.20 492.22 55.36 12.07

90 CFR - Marfa SA Romania Transportation 446.13 525.06 -42.52 1.31

91 Acroni d.o.o. Slovenia Metals 445.24 469.91 20.81 32.43

92 Lukoil - Beopetrol AD* Serbia Petroleum/Natural Gas 439.08 430.31 -30.78 -27.86

93 Agrokor-Trgovina d.d. Croatia Wholesale/Retail 434.67 298.09 7.99 5.17

94 AETs Kozloduy EAD Bulgaria Electricity 427.22 324.24 35.85 1.77

95 K and K Electronics OOD Bulgaria Wholesale/Retail 423.95 379.27 18.34 13.48

96 CFR SA Romania Transportation 419.22 404.15 196.29 -92.64

97 Slovenske Zeleznice d.o.o. Slovenia Transportation 415.32 296.42 1.28 24.96

98 Geoplin d.o.o. Slovenia Electricity 414.59 337.34 30.91 17.39

99 ASA Group B. and H. Diversified Holdings 408.17 359.43 N/A N/A

100 J.T. International (Romania) SRL Romania Food/Drinks/Tobacco 405.38 361.60 12.18 10.60

(*) denotes net sales revenue
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SPONSORED BY GOLDEN PAGES

MAP OF SEE TOP 100 COMPANIES

Which was the largest company in SEE in 
terms of total revenue in 2008?
Which were the dominant sectors in SEE?
Which countries generated most of the 
region’s wealth?
What has been the impact of the global 
economic downturn on the SEE econo-
mies?
If you fail to find answers to all these ques-
tions below, please read further into this 
volume to find out all you need to know 
about SEE.

MACROECONOMIC 
FRAMEWORK

Capital markets around the globe plunged 
to all-time lows last year, bringing the 
value of traditionally high-yielding stocks 

close to zero, which resulted in record losses 
for investors. Investor confidence slumped 
and consumer confidence followed suit. 
Real estate prices plummeted. Some of the 
world’s biggest banks went bankrupt and 

governments came to rescue with bailout 
packages worth billions of euro. Crude 
oil and natural gas prices sky-rocketed in 
the first half of the year and 
plummeted on dwindling 
consumption in the second 
half. Global economy will 
never be the same again after 
2008, analysts say.

Although the emerging 
markets of Southeastern 
Europe (SEE) were somewhat 
spared the adverse effects of 
the financial and economic 
crisis compared to the world’s 
leading economies, the region could not 
escape its bite. Stock markets in SEE saw 
most of their value evaporating in 2008: 

the bourses in Ljubljana and Zagreb lost 
two-thirds of their market capitalisation, 
the Bucharest Stock Exchange lost 70%, 
while the slump was even deeper in 
Belgrade (76%) and Sofia (80%). Banks 

in the region, which are mostly owned 
by Western European peers, tightened 
their lending policies in response to the 

economic downturn in 2008, 
dampening the real estate 
market that used to be the 
engine behind the robust 
growth of the SEE economies 
in the previous few years. 

The smaller size of the SEE 
economies, however, helped 
them evade the large-scale 
failures and subsequent 
bailouts witnessed in the 
world’s leading economies. 

The SEE countries, most of which are 
net energy importers, were severely hit 
by the sharp rise in global prices of oil, 
gas and metals and the ensuing drop in 
consumption.

Despite the global economic woes, 
companies in SEE did pretty well in terms 
of financial performance in 2008 compared 
to their Western European and U.S. peers. 
This was due partly to the delayed arrival 
of the financial crisis to the region, and 
partly to the region’s generally much lower 
exposure to the global turmoil.

LOOKING AT THE 
NUMBERS

The combined total revenues of the 
companies ranked in the SEE TOP 100 
reached a good 95.7 billion euro in 2008. 
According to SEE news figures from last 
and this year, it is up 36.8 % up from the 
previous year. Twenty-three of the 100 
companies surveyed had total revenues of 
more than one billion euro each, while the 
company occupying the last position in the 
ranking had a respectful total revenue of 
405 million euro. 

Romania’s oil and gas group Petrom SA, 
majority-owned by Austria’s OMV, was the 

Twenty-three 
companies 
in SEE had 

total revenues 
exceeding 1 

billion euro each 
in 2008

Golden Pages™ - There for you in any situation 
Golden Pages is considered to be the most comprehensive, reliable and effective source of business information in the country 

and includes over 110 000 company listings in Bulgaria.

Dr. Vladimir Preveden, Managing Partner of the Zagreb office of Roland Berger Strategy Consultants
Raina Lazarova, Director SeeNews

Oil and Gas Companies Lead 
Southeast Europe TOP 100 Ranking
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Methodology
SEE TOP 100 ranks the biggest companies in Southeastern Europe in terms of total revenue for the fiscal year ended December 31, 2008. Total revenue remains the 
most accurate gauge of the size of any business. Apart from sales revenue it includes financial income, which is an essential part of the income generated by export-
oriented companies. Where no total revenue figure was available, we have used the company’s net sales revenue, marking the result with an asterisk. The ranking 
covers non-financial legal entities registered in the following countries: Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Macedonia, Moldova, Montenegro, 
Romania, Serbia and Slovenia. Banks, investment intermediaries, insurers and real estate investment trusts are excluded from the ranking as total revenue is not a 
key indicator of their performance. We have compiled a separate ranking for the TOP 50 largest banks in terms of total assets in Southeastern Europe as of Decem-
ber 31, 2008. The data we have used in the SEE TOP 100 ranking has been is derived from official sources of information such as national commercial registers, 
stock exchanges, government and corporate websites, as well as industry regulators, and in direct communication with the shortlisted companies. The initial data 
pool exceeded 1,000 firms. The ranking does not include companies that declined or failed to provide their financial data by the specified deadline. We have used 
consolidated reported revenue to give a more accurate snapshot of the companies’ operations except in cases, where both the parent company and its subsidiary 
qualify for the ranking. In these few instances, the ranking of the parent structure is based on its non-consolidated results to avoid duplication. To allow comparison, 
the financial figures for 2008 have been converted into euro, using the official exchange rate of the central bank of the respective country for the last working day of 
2008. The comparison figures for 2007 are based on the official exchange rate for the last working day of 2007. Please note that the companies are ranked according 
to their total revenue in the SEE TOP 100 – 2009 Edition rather than by their net sales revenue which was the gauge in the ranking in last year’s edition.

biggest company in SEE in 2008 with total 
revenues of 4.85 billion euro, followed by 
its Croatian peer INA d.d. with 3.65 billion 
euro.

It comes as no surprise that the seven 
biggest companies in SEE in terms of total 
revenue were operating in the oil and gas 
industry in 2008. Their revenues were 
fueled by the surge in global oil prices, 

which hit an all-time high of $147 a barrel 
on July 3, 2008.

The oil and gas sector was the biggest 
industry in the region last year with a 
share of around 39% of total revenues 
generated by the 100 companies surveyed. 
However, the sector was the third least 
profitable, with a net loss equivalent to 
0.5% of total revenues due to the slump in 
oil prices in the second half of 2008. The 
second biggest industry in SEE TOP 100 
was electricity generation and distribution 
with a 15% share of total revenues in the 
ranking. Wholesale and retail was the third 
largest sector with a share of 11%, followed 
closely by telecommunications with 10% 
and metals with 7%.The most profitable 

sector in 2008 was telecommunications 
with a return on revenues of around 19%, 
followed by the pharmaceuticals sector 
with 14.6%. This is no surprise as both 
sectors are characterised by huge initial 
investments for start-up and research and 
development (R&D), while variable costs 
are much lower once the company is up and 
running. Chemical industry was the least 

profitable sector in SEE, with profitability 
of minus 11.6% in 2008. Looking at the 

number of companies each country has in 
the SEE TOP 100 ranking, we see that 
the region’s largest economy in terms of 
population and GDP, Romania, expectedly 
leads with 43 representatives in the SEE 
TOP 100.

Slovenia, which is among the smallest 
countries in SEE with a population of just 
over two million, ranked second with 18 
companies, followed by Bulgaria with 16, 
Croatia with 11 and Serbia with eight 
representatives. 

Together, Macedonia, Bosnia and 
Herzegovina and Moldova have four 
companies in the ranking, trailing well 
behind the other countries in the region. 
Montenegro and Albania have no companies 
included in the ranking due to the small size 
of their economies and the lack of reliable 
corporate financial information.

Croatian companies were the most profitable 
ones in SEE last year, with a profit margin of 
5.4%. Romanian and Slovenian companies 
achieved profit margins of 4.0% and 3.6%, 
respectively, while Bulgarian enterprises 
showed a profitability of just 0.6%.

SEE TOP 100 – Segmentation by country SEE TOP 100 – Segmentation by industry
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SEE TOP 100 – Profitability Assessment by Country, 2008
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SEE Market Leaders

SEE Market Leaders is a chart illustrating the position of each of 
the SEE TOP 100 companies in terms of three indicators – total 
revenue, net profit/loss and total revenue per capita for 2008, thus 
allowing for easier comparison between the firms. The X axis is a 
measure of 2008 total revenue, the Y axis represents net profit/
loss and the size of the bubbles corresponds to the total revenue 
per capita of each company. 

Romania’s Metro Cash and Carry SRL and Bosnia’s ASA Group 
were not included in the chart as no data for net profit/loss was 
available which made impossible their positioning. 

The colours of the bubbles correspond to the country 
of origin of each company:
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The size of the bubbles should be read as follows:



page 8

8 SEE TOP 100

SEE TOP 100

Petrom is Romania’s largest oil and gas group, with activities in the Exploration and Production, Refining and Marketing, and Gas 
and Power segments. Petrom exploits estimated oil and gas reserves of 940 million barrels of oil equivalent (boe) and has an annual 
refining capacity of 8.0 million tonnes. The group operates 550 filling stations in Romania and some 260 filling stations in Moldova, 
Bulgaria and Serbia. Austria’s OMV controls Petrom holding a 51.01% stake. Romania’s Economy Ministry and the European Bank for 
Reconstruction and Development are also shareholders, owning 20.64% and 2.03%, respectively. The oil/gas group’s shares are listed 
on the Bucharest Stock Exchange, BVB, and its shares are a component of BVB’s blue-chip index.

Mariana Gheorghe, CEO Petrom Group

Q: What is your company doing to sustain 
growth in 2009 and 2010 amidst the global 
crisis?

A: With a good operating cash flow, a solid 
financial structure and a prudent financial 
leverage, and being part of the strong OMV 
Group, Petrom is well positioned to cope 
with the challenges of the current market. 
Nevertheless, several measures were taken, 
such as prioritization of investments, cost 
reduction and measures to protect the 
company’s cash flow.

Operating measures include cash flow 
optimization and freezing of liquid 
capital, active management of receivables 
and liabilities, cost reduction, effective 
refinery capacity utilisation, revision of 
overall procurement and supply chain 
optimisation, improvement of customer 
retention, cooperation with customers and 
suppliers, and continuous divestment of 
non-core activities.

In view of protecting the cash flow of the 
company against the potential negative 
impact of the volatility in oil prices we 
have secured risk protection instruments 
to partially insure the cash flow from the 
Exploration&Production segment for 
approximately 40% of the estimated oil 
production in 2009. 

In terms of USD currency exposure, 
Petrom has a relatively balanced USD-

denominated inflows and outflows, which 
create a natural hedge. As such, and taking 
into account the liquidity of the Romanian 
market, it is unnecessary to make forex 
hedges. However, market as well as 
currency risks are constantly monitored.

We started a process of re-evaluation 
and prioritization of our investment 
portfolio based on the profitability of 
each investment project and cash-back 
period for each investment, so that we can 
maintain a solid balance. We continued our 
sizeable investment programme, however 
at a considerably lower level compared 
to 2008, given the current unfavourable 
economic conditions and the state of the 
oil industry in general.

Q: Has the crisis offered new expansion and sale 
opportunities to your company?

A: We will continue the divestment of 
non-core activities to streamline the cost 
base. These activities will be performed 
but they will also depend on the market’s 
evolution.

Q: What were the main obstacles your company 
faced last year and in the course of this year as 
a result of the crisis? Are all ongoing investment 
projects on track?

A: 2008 was an extremely challenging 
year for Petrom. The company benefited 
from the favorable oil price environment in 
early 2008, but was also hit by the general 
economic and oil-specific downturn in the 
latter part of the year. After three quarters 
of exceptionally high oil prices, which also 
triggered an increase in oil industry costs, 
the fourth quarter saw not just a serious 
financial markets crisis, but also a collapse 
in oil prices.Our financial performance 
in 2008 was affected to a large degree 
by one-off items such as provisions for 
litigations and restructuring, as well as 
the impairment of the Arpechim refinery. 
Excluding these one-off items, Petrom 
recorded both a significant increase in 

Interview: Romania’s Petrom Expects Oil Market To Remain 
Highly Volatile in Rest of 2009, Crude Prices To Recover
 by Sabina Kotova (SeeNews)

turnover, due to the favorable oil price 
environment during the first three quarters 
of the year, and improved operational 
efficiency in all business segments.

The benefits of our modernization efforts 
are becoming more and more visible: we 
have stabilized Romanian oil production, 
we are successfully integrating the service 
activities of Petromservice, which we 
acquired at the beginning of the year, and 
we have largely completed the turnaround 
in marketing. 

For 2009 we expect the main market 
drivers like crude price, refining margins 
and the EUR-USD exchange rate to 
remain highly volatile. We anticipate the 
oil price will recover during 2009 from the 
significant drop experienced at the end of 
last year, but it will remain well below the 
average levels of 2008. The Brent-Urals 
spread should narrow compared to the 
2008 average level. The average EUR-
USD exchange rate for 2009 is expected 
to be highly volatile and, overall, we are 
anticipating a weaker EUR compared to 
the average 2008 rate. We expect a highly 
volatile but an overall decreasing RON 
versus the USD and the EUR compared 
to the 2008 average rates. Refinery fuel 
margins are anticipated to weaken from 
the 2008 level and the petrochemicals 
business is expected to suffer from reduced 
market demand and lower margins caused 
by the economic downturn. Marketing 
margins are expected to be lower than in 
2008 and demand will be impacted by the 
economic downturn.

We will continue our large investment 
programme, albeit at a considerably 
reduced level compared to 2008, when we 
recorded record investments of 1.8 billion 
euro, given the current unfavourable 
economic conditions and the oil industry 
in general. The investment level for 2009 
will be at approximately 1.1 billion euro.
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FASTEST GROWERS BY REVENUE
The leader in the Fastest Growers ranking 
is Slovenia’s Salbatring International, a 
company specialising in trading in and 
distribution of oil products such as naphtha, 
clean fuels, LPG and petroleum cokes, with 
an annualised rise of 937% in total revenue. 
Last year, Salbatring’s sales totalled 611 
million euro. The company has said it 
expects to raise the sales revenue this year 
despite the global crisis.

EU member state Romania dominates 
the ranking with 10 companies, three of 
which are in the top five: power distributor 
Electrica (up 239%), gas distributor E.ON 
Gaz Romania (up 147.6%) and real, - 
Hypermarket retail chain (up 97.4%), part 
of Germany’s Metro Group.

Romanian state-owned Electrica ranked 
second. The company comprises of three 
electricity distributing units –Electrica 
Transilvania Sud, Electrica Transilvania 
Nord, and Electrica Muntenia Nord, and 
one maintenance unit - Electrica Serv. In 
2006, the Romanian government decided 
that it would sell stakes in the power supply 
units separately, seeking strategic partners 
for each unit. However, the cabinet has not 

launched privatisation tenders for them yet.

Romanian gas distributor E.ON Gaz 
Romania, owned by German utility 
group E.ON, came third. E.ON entered 
the Romanian market after buying the 
majority stake in gas distributor Distrigaz 
Nord and electricity producer Electrica 
Moldova. Romania still holds a minority 
stake in the privatised companies. E.ON 
Gaz Distributie has a distribution network 
of 18,500 km. It said it planned to lay off 
some 400 employees this year.

It comes as no surprise that 13 out of the 20 
fastest growers are oil and gas companies. 
Their revenues were fuelled by global oil 
prices which surged to an all-time high of 
$147 a barrel on July 3, 2008. 

FASTEST GROWERS BY PROFIT 
However, only two out of these 13 companies 
made it to the ranking of the fastest growers 
by net profit, as the financial crisis turned 
the tide in the second half of the year and 
demand plummeted.

Romania’s Electrica topped the ranking with 
an extraordinary surge of 124,592% year-
on-year in net profit. The spike was due to 
non-recurring income from the divestiture 
of its unit Electrica Muntenia Sud in 2008. 

State-controlled Electrica sold a 50% stake 
in Electrica Muntenia Sud to Italy’s Enel for 
395 million euro. 

Bulgarian nuclear power plant Kozloduy 
ranked second with an annualised jump of 
1,927% in net profit due to a change in the 
regulatory framework, introduced in mid-
2007, as a result of which the plant could 
sell a major part of its electricity output on 
the free market at much more favourable 
prices than on the regulated market. 
Bulgaria remained with the two 1,000 MW 
units in Kozloduy after it closed down the 
plant’s four older reactors of 440 MW each 
to address nuclear safety concerns of the 
European Union. In the autumn of 2008, 
Kozloduy became part of local state-run 
energy group Bulgarian Energy Holding 
(BEH). 

Romanian state-owned motorway 
construction company Compania Nationala 
de Autostrazi si Drumuri Nationale din 
Romania SA (CNADNR) was the third 
company in the Fastest Growers ranking by 
net profit with a 1,458.5% rise. The company 
executes large highway and national road 
projects financed by organisations such as 
the European Union and the World Bank. 

Fastest Growers: Oil and Gas Companies Lead in Revenue 
Growth but Lag behind in Terms of Profitability

Fastest Growers by Revenue (in millions of euro)

Ranking
SEE TOP 100

Ranking
Company Name Country

Total Revenue 
2008

Total Revenue 
2007

Y/Y
Change (%)

1 57 Salbatring International d.o.o. Slovenia 610.44 58.87 936.93%

2 45 Electrica SA Romania 713.51 232.39 238.92%

3 40 E.ON Gaz Romania SA Romania 782.85 349.05 147.58%

4 46 real,- Hypermarket Romania SRL Romania 689.06 385.25 97.44%

5 55 Naftex Petrol EOOD Bulgaria 626.66 348.74 79.69%

6 32 OMV Slovenija d.o.o. Slovenia 913.03 509.19 79.31%

7 65 Overgas Inc. AD Bulgaria 561.51 341.36 64.49%

8 59 YugoRosGaz AD* Serbia 583.02 414.81 57.63%

9 7 Rompetrol Rafinare SA Romania 2,365.13 1,662.65 57.03%

10 1 Petrom SA Romania 4,850.79 3,596.27 48.89%

11 51 CNADNR SA Romania 659.51 498.63 46.00%

12 93 Agrokor-Trgovina d.d. Croatia 434.67 298.09 45.81%

13 26 Carrefour Romania SA Romania 972.82 738.69 45.37%

14 38 OMV Bulgaria OOD Bulgaria 805.63 574.27 40.29%

15 97 Slovenske Zeleznice d.o.o. Slovenia 415.32 296.42 40.11%

16 14 Delta M DOO Serbia 1,556.56 1,263.69 38.15%

17 17 Rompetrol Downstream SRL Romania 1,416.42 1,137.55 37.45%

18 5 Petrol d.d. Slovenia 2,721.40 1,992.09 36.61%

19 19 Petrotel Lukoil SA Romania 1,280.82 1,038.31 36.17%

20 63 OMV Romania Mineraloel SRL Romania 573.30 469.07 34.92%

(*) denotes net sales revenue
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Fastest Growers by Net Profit (in millions of euro)

Ranking
SEE TOP 100

Ranking
Company Name Country Net Profit 

2008
Net Profit 

2007
Y/Y

Change (%)

1 45 Electrica SA Romania 306.14 0.271 124591.92%

2 94 AETs Kozloduy EAD Bulgaria 35.85 1.77 1926.89%

3 51 CNADNR SA Romania 12.17 0.862 1458.51%

4 89 Enel Distributie Muntenia SA Romania 55.36 12.07 406.26%

5 58 Zagrebacki Holding d.o.o. Croatia 19.95 4.22 372.93%

6 70 SCT d.d. Slovenia 7.18 1.64 337.13%

7 35 Holding Slovenske Elektrarne d.o.o. Slovenia 53.76 12.41 333.13%

8 69 Interagro SA Romania 14.89 7.99 105.60%

9 83 JP Elektroprivreda BiH d.d. B and H 23.64 11.69 102.23%

10 59 YugoRosGaz AD Serbia 23.50 13.67 92.72%

11 8 Arcelormittal Galati SA Romania 151.78 89.96 86.24%

12 98 Geoplin d.o.o. Slovenia 30.91 17.39 77.69%

13 31 British American Tobacco (Romania) Trading SRL Romania 91.69 64.00 58.13%

14 93 Agrokor-Trgovina d.d. Croatia 7.99 5.17 54.76%

15 57 Salbatring International d.o.o. Slovenia 1.98 1.35 47.01%

16 12 Konzum d.d. Croatia 59.19 40.65 45.59%

17 95 K and K Electronics OOD Bulgaria 18.34 13.48 36.05%

18 21 Orange Romania SA Romania 404.44 337.60 32.24%

19 64 Philip Morris Romania SRL Romania 25.83 22.20 28.40%

20 23 Vodafone Romania SA Romania 283.19 244.19 28.02%

Most Profitable

The leader in the ranking is Romania’s state 
railway company CFR with a 46.8% surge 
in return on revenue in 2008 versus a 22.9% 
decrease a year earlier. CFR is followed by 
Romanian state-controlled power distributor 
Electrica (return on revenue of 42.9%), 
and telecommunications companies HT - 
Hrvatske Telekomunikacije (35.6%) and 
T-Mobile Hrvatska (33.4%). The Romanian 
state-owned Electrica ranked second also in 
terms of total revenue and net profit growth. 
It comprises of three electricity distributing 
units –Electrica Transilvania Sud, Electrica 
Transilvania Nord, and Electrica Muntenia 
Nord, and one repairing maintenance unit
- Electrica Serv. Nine of the companies 

in Most Profitable are coming from the 
telecommunication sector of Croatia, 
Bulgaria, Slovenia and Romania: Croatia’s 
HT - Hrvatske Telekomunikacije (T-HT), 
majority-owned by Deutsche Telekom, 
and its wireless arm T-Mobile Hrvatska, 
France Telecom’s Orange unit in Romania, 
Austria’s Mobilkom wireless unit in Croatia 
VIPNet, the Romanian unit of UK giant 
Vodafone, Telekom Austria’s Bulgarian unit 
Mobiltel, state-owned telecoms company 
Telekom Slovenije and its cellphone unit 
Mobitel, and Cosmo Bulgaria Mobile, 
the local unit of Greek Cosmote, more 
popular as Globul. Traditionally, the 
telecommunications business enjoys high 

profit margins because of low variable costs 
compared to the initial high fixed costs of 
the set-up period.

Bulgaria’s biggest fuel retailer in terms of 
number of filling stations Petrol ranked 
ninth with a 21.3% return on revenue in 
2008 against a negative return of 2.9% in 
2007. The company swung to profit helped 
by the sale of 75 petrol stations and an oil 
storage depot to local peer Lukoil Bulgaria 
in a deal worth a combined 237 million 
euro. Bulgarian fuel wholesaler Naftex 
Petrol, part of Petrol, also turned to profit 
in 2008 registering a return on revenue of 
16.8% versus a negative return of 1.4% in 
2007.

Methodology
We have measured the fastest growers in the SEE TOP 100 survey by two indicators - biggest growth in total 
revenue and in net profit for the financial year ended December 31, 2008. Thus, Fastest Growers is represented 
by two separate rankings. To avoid misrepresentation of the figures due to fluctuations in currency exchange 
rates, we have calculated the growth rate by using revenue and profit figures in the local currency. In the tables, 
however, the figures are in euro, which is why the percentage change cannot be derived simply by dividing the 
two figures.
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Most Profitable SEE Companies (in millions of euro)

Ranking
SEE 

TOP100
Ranking

Company Name Country
Return on 
Revenue 
(%) 2008

Return on 
Revenue 
(%) 2007

Total 
Revenue 

2008

Total 
Revenue 

2007

Net 
Profit 
2008

Net 
Profit/
Loss 
2007

1 96 CFR SA Romania 46.82% -22.92% 419.22 404.15 196.29 -92.64

2 45 Electrica SA Romania 42.91% 0.12% 713.51 232.39 306.14 0.271

3 30 HT - Hrvatske Telekomunikacije d.d. Croatia 35.61% 39.42% 920.88 957.05 327.92 377.27

4 53 T-Mobile Hrvatska d.o.o. Croatia 33.38% 30.40% 641.48 598.20 214.12 181.86

5 21 Orange Romania SA Romania 33.26% 29.31% 1,216.09 1,151.82 404.44 337.60

6 71 VIPNet d.o.o. Croatia 24.78% 26.72% 528.02 517.62 130.86 138.33

7 23 Vodafone Romania SA Romania 24.54% 21.96% 1,154.08 1,112.09 283.19 244.19

8 48 Mobiltel AD Bulgaria 24.52% 24.74% 678.53 643.39 166.36 159.14

9 79 Petrol AD Bulgaria 21.33% -2.91% 487.20 405.38 103.90 -11.80

10 78 Telekom Slovenije d.d. Slovenia 19.43% 18.74% 493.82 451.94 95.97 84.67

11 37 Krka d.d. Slovenia 19.33% 17.49% 833.57 723.35 161.13 126.52

12 55 Naftex Petrol EOOD Bulgaria 16.84% -1.42% 626.66 348.74 105.51 -4.95

13 25 Romgaz SA Romania 13.76% 13.85% 979.50 1,018.82 134.82 141.14

14 88 Mobitel d.d. Slovenia 12.96% 11.54% 454.94 438.53 58.95 50.60

15 89 Enel Distributie Muntenia SA Romania 12.33% 2.45% 449.20 492.22 55.36 12.07

16 84 Cosmo Bulgaria Mobile EAD Bulgaria 11.56% 17.82% 460.06 412.10 53.17 73.42

17 66 Coca-Cola HBC Romania SRL Romania 10.91% 11.23% 560.43 506.06 61.16 56.84

18 56 Alro SA Romania 10.09% 19.28% 614.92 626.85 62.04 120.84

19 31 British American Tobacco Trading Romania 10.01% 8.36% 915.90 765.37 91.69 64.00

20 43 Lek d.d. Slovenia 9.25% 10.33% 729.19 772.50 67.43 79.79

Methodology
Most Profitable is a ranking of those companies in SEE TOP 100 which reported the highest return on revenue 
in 2008. Return on revenue is calculated as net profit divided by total revenue. 
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Ten oil and gas companies from SEE TOP 
100 entered the Money Losers sub-ranking 
as plunging crude oil prices worldwide 
erased their profits in the second half of 
2008. Thus, most of the companies, which 
ranked among the first in terms of annual 
revenue growth in Fastest Growers 20, 
unfortunately also appear on the list of 
the biggest losers. The list is headed by 
Bulgarian oil refinery Lukoil Neftochim 
Burgas, majority-owned by Russian oil 
giant Lukoil, which closed 2008 with a 
242 million euro net loss due to the slump 
in international oil prices. It is followed 
by Croatian oil and gas company INA, 
and Romanian peers Petrotel Lukoil and 

Rompetrol Rafinare.

Croatian blue-chip oil and gas company 
INA ended 2008 with a net loss of 142.2 
million euro versus a 163.9 million euro 
net profit a year earlier. Hungary’s MOL, 
the biggest shareholder of INA, has a 47% 
stake. In June 2009, the Croatian anti-
trust authority, AZTN, granted conditional 
approval to the deal that allows MOL to 
gain control over INA. The two companies 
will have a 55-65% combined share of 
the Croatian retail market and it must 
be reduced through the disposal over the 
next nine months of INA’s Crobenz filling 
stations business. Romania’s Petrotel 
Refinery, located in Ploiesti, was purchased 

by Lukoil in 1998. It has more than 300 
filling stations in Romania.

Romanian shipyard Daewoo-Mangalia 
Heavy Industries, a joint venture 
between South Korean shipbuilding 
company Daewoo Shipbuilding & Marine 
Engineering and “2 Mai” Mangalia 
Shipyard, expanded its net loss to 108 
million euro in 2008 from 20.1 million 
euro in 2007. 

The 20 firms that plunged into the red 
in 2008 incurred a combined total net 
losses of 1.546 billion euro in 2008. Ten 
of them generated huge profits for their 
shareholders in 2007.

Money Losers

Money Losers (in millions of euro)

Ranking
SEE TOP 100 

Ranking
Company Name Country

Net Loss
2008

Net Profit/Loss 
2007

1 3 Lukoil Neftochim Burgas AD Bulgaria -242.05 52.93

2 2 INA d.d. Croatia -142.23 163.88

3 19 Petrotel Lukoil SA Romania -134.65 -25.92

4 7 Rompetrol Rafinare SA Romania -116.69 -87.07

5 82 Daewoo-Mangalia Heavy Industries SA Romania -107.97 -20.12

6 61 Electrocentrale Bucuresti SA Romania -86.71 -26.37

7 18 Aurubis Bulgaria AD Bulgaria -86.44 26.76

8 54 CFR - Calatori SA Romania -65.26 -37.37

9 5 Petrol d.d. Slovenia -64.43 45.82

10 75 Oltchim SA Romania -58.72 -26.56

11 17 Rompetrol Downstream SRL Romania -53.25 -3.93

12 46 real,- Hypermarket Romania SRL Romania -51.18 -43.86

13 42 Bulgargaz Holding EAD Bulgaria -46.29 44.48

14 4 Naftna Industrija Srbije AD Serbia -45.16 66.34

15 90 CFR - Marfa SA Romania -42.52 1.31

16 92 Lukoil - Beopetrol AD Serbia -30.78 -27.86

17 11 JP Elektroprivreda Srbije Serbia -26.96 -36.91

18 52 Okta AD Macedonia -22.42 16.14

19 85 RCS & RDS SA Romania -21.17 17.11

20 62 OMV Hrvatska d.o.o. Croatia -8.07 9.18

Methodology
In this sub-ranking we have listed all companies in SEE TOP 100 which ended 2008 with a loss. All figures are 
converted into euro from the local currency, using the official exchange rate of the central bank of the respective 
country for the last working day of 2008. The comparative figures for 2007 are based on the official exchange 
rate for the last working day of 2007. 
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SEE TOP 50 Banks (in millions of euro)

Ranking Company Name Country
Total Assets 

2008
Total Assets 

2007
Net Profit/
Loss 2008

Net Profit/
Loss 2007

1 Nova Ljubljanska banka d.d. Slovenia 18,918.18 18,308.14 22.84 139.79

2 Banca Comerciala Romana SA Romania 17,334.29 17,549.96 510.80 258.54

3 BRD – Groupe Societe Generale SA Romania 12,777.18 11,074.89 393.37 282.36

4 Zagrebacka Banka d.d. Croatia 11,268.13 10,907.23 113.80 151.43

5 Privredna Banka Zagreb d.d. Croatia 8,337.90 8,374.24 86.22 127.20

6 Erste & Steiermärkische Bank d.d. Croatia 5,747.82 5,536.85 49.27 81.78

7 Unicredit Bulbank AD Bulgaria 5,631.81 4,635.24 147.61 129.72

8 Nova Kreditna banka Maribor d.d. Slovenia 5,489.16 5,098.00 27.65 56.53

9 Raiffeisenbank Austria d.d. Croatia 5,363.54 5,283.65 45.79 52.90

10 Raiffeisen Bank SA Romania 4,860.25 4,562.89 154.07 88.53

11 DSK Bank EAD Bulgaria 4,432.53 4,012.97 135.81 94.84

12 Banca Transilvania SA Romania 4,303.11 3,901.03 90.33 85.71

13 Obedinena Balgarska Banka (OBB) AD Bulgaria 3,960.37 3,134.01 106.70 94.56

14 Abanka Vipa d.d. Slovenia 3,911.00 3,517.07 20.40 36.81

15 Bancpost SA Romania 3,841.86 3,717.29 32.40 32.48

16 Raiffeisenbank (Bulgaria) EAD Bulgaria 3,517.78 3,057.21 67.67 48.75

17 Societe Generale – Splitska Banka d.d. Croatia 3,477.16 3,515.23 20.60 39.31

18 Hypo Alpe-Adria-Bank d.d. Croatia 3,381.02 3,605.34 17.05 20.78

19 UniCredit Banka Slovenija d.d. Slovenia 2,891.24 2,132.69 18.48 15.18

20 Banca Intesa AD Beograd Serbia 2,815.46 2,457.94 66.31 39.85

21 Eurobank EFG Bulgaria AD Bulgaria 2,780.34 2,238.08 49.90 25.92

22 SKB Banka d.d. Slovenia 2,600.22 2,295.68 26.66 20.37

23 Banka Koper d.d. Slovenia 2,539.90 2,264.25 28.07 23.91

24 Banka Celje d.d. Slovenia 2,415.04 2,307.20 11.57 21.18

25 SID – Slovenska izvozna in razvojna banka d.d. Slovenia 2,301.65 1,437.03 2.86 6.74

26 Hypo Alpe-Adria-Bank d.d. Slovenia 2,268.31 1,906.20 10.95 11.30

27 Raiffeisen Bank d.d. Bosnia and Herzegovina 2,183.43 1,950.26 14.08 13.36

28 First Investment Bank AD Bulgaria 2,176.13 2,150.02 26.04 25.60

29 Piraeus Bank Bulgaria AD Bulgaria 2,117.89 1,823.77 29.90 18.55

30 Credit Europe Bank SA Romania 2,094.07 1,616.16 16.24 0.662

Although 2008 was a tough year for the 
banking sector in Southeastern Europe, as 
it was everywhere else around the world, 
four banks in the region ended last year 
with assets worth more than 10 billion 
euro each. In 2007 the same banks also had 
assets above the 10-billion-euro mark.

Slovenia’s largest bank, Nova Ljubljanska 
Banka (NLB), led the ranking with a 
respectable 18.9 billion euro worth of total 
assets at the end of 2008, followed by 
Romania’s largest lender, Banca Comerciala 
Romana (BCR) with 17.3 billion euro. The 

Romanian unit of French banking group 
Societe Generale, BRD, followed with 12.8 
billion euro in total assets. 

BCR also was the bank with the highest 
net profit in the SEE region in 2008, 510.8 
million euro. 

BRD followed with a net profit of 393.4 
million euro. Third came another Romanian-
based Raiffeisen Bank S.A., 99.5% owned 
by Aistria’s Raiffeisen International Bank 
Holding, which showed a net profit of 
154.1 million euro. Moldova’s ProCredit 
Bank, a unit of Germany’s ProCredit 

Holding, was the bank showing the fastest 
growth of assets in SEE in 2008. It reported 
an annualised rise of 192.2% in its assets. 

Slovenia leads the TOP 50 Banks ranking 
by the number of entries with 13 banks, 
followed by Bulgaria and Croatia with 10 
lenders each. One Albanian (Raiffeisen 
Bank – Albania), one Montenegrin 
(Crnogorska komercijalna banka) and two 
Bosnian banks (Raiffeisen Bank dd Bosna 
i Hercegovina and UniCredit Zagrebacka 
banka dd Mostar) also qualified for the 
TOP 50. 

SEE TOP 50 Banks
by Ilko Mitkovski (SeeNews)
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The banking sector in Southeastern Europe 
(SEE) was faced with great challenges in the 
closing quarter of 2008 as the turmoil that 
began in the U.S. financial system spilled 
over into the region. The rapid switch from 
record-high economic growth, which in 
some SEE countries reached 9.3% in the 
second quarter of 2008, to a considerable 
slowdown in economic activity towards the 
end of last year delivered a painful blow to 
the banking sector in the region.

 The volatility of global financial markets, 
diminishing confidence among banks 
adversely affected interbank trade, which 
decreased in dramatic proportions. In 
2008, the London Interbank Offered Rate 
(LIBOR) fell by two percentage points to 
an average 3.18%, as interbank lending 
slowed on concerns borrowers might be 
unable to service their loans.

With banks in SEE tightening their lending 
policies and raising loan interest rates, 
demand for funds from both companies 
and individuals became higher and higher. 
At the same time, the volume of non-
performing credits extended by local banks 
increased throughout SEE.

Despite the global financial crisis, the 50 
biggest banks in SEE registered an average 
growth of 13.30% of their total assets in 
2008, which rose to EUR 184.5 bln at the 
year’s end. According to 2007 forecasts of 
Deutsche Bank Research the assets of the 
banking sector in SEE were to increase by 

17% on the average until 2011 but it is 
hard to predict whether this projection will 
come true.

The global economic downturn slashed 
20% to 80% off the net profits of SEE 
banks last year, yet only a few closed 2008 
with a loss. The average profit growth 
rate in the banking sector of Southeastern 
Europe was 35.26% year-on-year.

As the volume of bad loans in the SEE 
banking sector increased, banks in the 
region had to restructure their investment 
portfolios to pare losses.

The efforts of SEE banks in the last couple 
of years to bring the legal framework in the 
sector in their countries in compliance with 
EU directives and the Basel Core Principles 
helped the SEE banking sector go through 
the crisis without too much damage so far.

MERGING TO STAY AFLOAT
Striving to keep their market positions, 
banks operating in SEE opted for 
consolidation of their assets either by 
merging their local units or merging these 
units with regional peers last year. 

Croatia’s Hypo Alpe-Adria-Bank, wholly-
owned by Austria’s Hypo Alpe-Adria-
Bank International, announced plans 
to merge with local Slavonska Banka, 
also part of the Austrian banking group, 
in 2009. Slovenia’s largest bank Nova 
Ljubljanska Banka (NLB) merged its two 
Serbian units under the brand name NLB 

Banka in January 2009. In 2008, Bosnia’s 
HVB Central Profit bank merged with 
local peer UniCredit Zagrebacka bank to 
operate under the name UniCredit Bank 
d.d. Mostar

CUTS IN MINIMUM RESERVES
To secure sufficient liquidity on the 
banking market and boost lending to the 
economy amidst the crisis, central banks in 
SEE countries cut their minimum reserves 
requirements. In Bulgaria, mandatory 
reserves were lowered to 10% from 12%, 
Romania’s central bank cut its reserves 
requirements to 18% from 20%, while 
Moldova relaxed its reserves requirements 
to 10% from 14%.

To meet the requirements of the Basel 
Committee for Bank Supervision, banks 
in all SEE countries, except for Macedonia, 
are obliged to maintain a minimum capital 
adequacy ratio (CAR) above 8.0%, to 
secure sufficient capitalisation

FOREIGN OWNERS
Almost all commercial banks in SEE are 
in private ownership with most of them 
in the hands of banking groups based 
outside the region. In Romania two 
banks remained state-owned – Casa de 
Economii si Consemnatiuni (CEC Bank) 
and EximBank, the Bulgarian government 
owns 99.9% of Bulgarian Development 
Bank. Slovenia also retained full ownership 
of its Slovenska izvozna in razvojna banka 

SEE TOP 50 Banks (in millions of euro)

Ranking Company Name Country
Total Assets 

2008
Total Assets 

2007
Net Profit/
Loss 2008

Net Profit/
Loss 2007

31 Raiffeisen Bank – Albania Sh.a. Albania 2,038.11 1,947.58 40.67 36.48

32 Hrvatska Postanska Banka d.d. Croatia 1,923.66 1,985.82 4.68 16.51

33 Komercijalna banka AD Beograd Serbia 1,922.67 1,857.78 31.68 36.80

34 Gorenjska Banka d.d. Slovenia 1,825.83 1,732.98 42.53 53.20

35 Raiffeisen banka AD Beograd Serbia 1,810.52 1,983.19 78.35 56.99

36 UniCredit Zagrebacka banka d.d. Bosnia and Herzegovina 1,691.68 1,106.08 15.75 15.21

37 OTP Banka Hrvatska d.d. Croatia 1,656.54 1,634.60 12.18 14.30

38 Slavonska Banka d.d. Croatia 1,443.78 1,440.44 9.18 11.56

39 Eurobank EFG AD Beograd Serbia 1,395.68 1,061.51 47.20 18.00

40 OTP Bank Romania SA Romania 1,388.02 982.76 0.502 -8.33

41 Raiffeisen Banka d.d. Slovenia 1,339.65 1,259.56 2.92 8.37

42 Hypo Alpe-Adria Bank AD Beograd Serbia 1,287.31 1,684.31 27.82 19.27

43 Societe Generale Expressbank AD Bulgaria 1,284.82 916.88 19.03 14.71

44 Probanka d.d. Slovenia 1,192.22 1,041.85 3.78 8.78

45 Banka Sparkasse d.d. Slovenia 1,184.15 886.63 2.13 2.41

46 Crnogorska komercijalna banka A.D. Podgorica Montenegro 1,134.08 1,025.97 2.12 6.75

47 Alphabank AD Bulgaria 1,096.54 749.39 -11.79 0.240

48 Corporate commercial bank AD Bulgaria 1,076.72 906.07 20.60 11.85

49 Volksbank d.d. Croatia 1,062.99 993.76 4.59 7.86

50 Unicredit Bank Srbija AD Beograd Serbia 1,007.28 922.17 35.24 25.80
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(SID). Austrian, Italian and French banks 
are the biggest players in the SEE banking 
sector. Banking groups from Hungary 
and Greece also entered the unsaturated 
financial market of the region and quickly 

expanded their networks in 2006 and 2007. 
Non-SEE banks controlled the banking 
sector of most SEE countries in 2008. In 
Bulgaria, some 80% of the banking market 
was in the hands of foreign banks. Serbia’s 

market was 77% held by foreign banks, 
while in Romania 88.2% of local banks’ 
assets were in foreign ownership. Foreign 
banks had a 38.2% share of the Slovenian 
banking market in 2008. 

Biggest Non-SEE Banks in SEE

Bank Present in 

Raiffeisen Zentralbank Österreich AG (Austria) Albania, Bulgaria, Bosnia and Herzegovina, Croatia, Kosovo, Macedonia, Moldova, Romania, Serbia, Slovenia

Erste Group Bank AG (Austria) Croatia, Serbia, Romania

Hypo Group Alpe Adria (Austria) Bulgaria, Bosnia and Herzegovina, Croatia, Macedonia, Montenegro, Slovenia, Serbia

UniCredit Group (Italy) Bulgaria, Bosnia and Herzegovina, Croatia, Romania, Serbia, Slovenia

Societe Generale (France) Albania, Bulgaria, Croatia, Macedonia, Montenegro, Moldova, Romania, Serbia, Slovenia

National Bank of Greece (Greece) Albania, Bulgaria, Macedonia, Romania, Serbia

EFG Group (Greece) Bulgaria, Romania, Serbia

OTP Group (Hungary) Bulgaria, Croatia, Romania, Serbia, Montenegro

Q: What is your bank doing to sustain growth 
in 2009 and 2010 amidst the global crisis?
A: It is difficult to maintain growth 
in a market that is hit by the crisis. We 
are concentrating, on the one hand, on 
helping our clients go through the crisis 

Interview: Once Economy Recovers, Lending Will Follow, 
Romania’s BRD Chief Gelin Says
by Sabina Kotova (SeeNews)

Patrick Gelin, 
President and Director General of BRD

using our consulting capacity, and, on 
the other hand, on a close supervision of 
our parameters, especially those linked to 
costs.
Q: Has the crisis offered new market opportunities 
to your bank?
A: Not until now. However, big 
infrastructure projects, which are necessary 
in Romania, can help the relaunch of the 
economy and, consequently, can boost 
the banking activity. We are prepared to 
participate to this type of big projects.
Q: What were the main obstacles your bank 
faced last year and in the course of this year as 
a result of the crisis?
A: The growth of the cost of funds, the 
volatility of the exchange rate and, last but 
not least, uncertainty are the main factors 
that have given birth to a lack of visibility. 
This also brought about an increase of the 
cost of risk, which, however, in our case 

BRD, majority-owned by French banking group Groupe Societe Generale, is Romania’s second largest bank in terms of banking assets. 
The bank was privatised in 1998. Its French owner held 58.34% of its capital at end-2008. Each of Romania’s five regional investment 
funds, the SIFs, holds a stake of some 5.0% each in the bank. EBRD also is a shareholder with 5.0%. BRD (www.brd.ro) has a network 
of more than 930 branches and more than 1,300 ATMs. At the end of last year its customer base reached 2.6 million active individuals 
and corporate clients. The bank employs 9,500. 

Methodology
TOP 50 Banks is a ranking of the 50 largest banks in Southeastern Europe in terms of total assets shown on their balance sheets as 
of December 31, 2008. We have also provided net profit or loss figures for these banks. To make figures comparable, all results have 
been converted into euro from the respective local currencies, using the central bank’ official exchange rates for the last working day 
of 2008 and 2007, respectively.

is less than half of the banking system 
average.
Q: When do you expect lending to relaunch, 
generally? What are the mechanisms of the 
Romanian banking market that can help it cope 
in time of crisis?
A: It is difficult to foresee an end to the 
crisis. In fact, the banking system is 
affected by a major slowdown of demand 
for products and services. However, it is 
generally accepted that, as soon as the 
economy recovers, the lending will follow.
Q: What are BRD’s priorities in the medium 
and long term?
A: We have a multi-annual strategy 
that we will go on applying. Its main 
points are to increase our presence on all 
markets, to diversify our offer, to make 
available new distribution channels and to 
maintain a good level of profitability for 
our shareholders.



UniCredit Bulbank (www.unicreditbulbank.bg) was founded as state-owned Bulgarian Foreign Trade Bank in 1964. It became part of 
UniCredit Group in 2000. The Italian banking group finalised in 2007 the merger of its Bulgarian units - Bulbank, HVB Bank Biochim 
and Hebros Bank - creating UniCredit Bulbank. The lender employed 4,000 and operated a network of 260 branches across Bulgaria 
at the end of June 2009 when it ranked as country’s largest lender with assets of 11.4 billion levs. The bank’s net profit fell 13.8% on 
the year to 133.4 million levs in the first half of 2009

Levon Hampartzoumian, CEO UniCredit Bulbank

investments which mainly went to real 
estate and financial services. The more 
diversified and export-oriented economy 
we have at the exit of the crisis, the 
more transparent and eased the business 
environment is, the more chances we have 
to succeed in recovering a significant part 
of our growth potential at the exit of the 
crisis. The good news is that Bulgaria’s 
growth potential is still in place, i.e. we 
have to catch up. We can grow wherever it 
makes sense. The potential of the domestic 
market is limited, it is not very deep and 
very rich. However, the potential for export 
is in place. Bulgaria is a member of the 
richest economic area in the world. If we 
are pessimists, we can say that we are the 
poorest member [of the EU] but if we are 
optimists, we would say that we are the 
member state with the biggest growth 
potential. The more of this potential we 
materialize, the better. I don’t believe in the 
setting of priorities by the administration, 
we should rely on entrepreneurship and the 
creation of favourable conditions for doing 
business rather than focus on a certain 
[market] segment and on direct or indirect 
support for it.
Q: As a result of the tougher financial 
environment access to lending has become more 
difficult, banks became more conservative and 
curbed lending. The share of bad loans has 
increased. Is their level troublesome?
A: For the time being these levels are not 
troublesome because these are figures that 
many countries in Central and Eastern 
Europe report. Of course, there are countries 
such as Romania where these figures are two 
or three times higher. This should not make 
us proud but still it is a proof that so far the 
system has been managed well. This effect 
has been expected. If risk management 
is quite flexible, yet conservative, the 
growth in bad loans would be overcome. 
Depending on the situation in the economy 
we can expect a further worsening of the 
share of bad loans. If the economy starts 
showing signs of recovery earlier, I suppose 
that we will see a change in the share of 
bad loans almost immediately. I would 
say it is incorrect to claim that banks have 

stopped lending. Overall, access to credit 
has become more difficult. But it is exactly 
here where the different attitude of banks 
on the market has been demonstrated. Our 
bank, for instance, succeeded in supporting 
the clients and we kept our commitments, 
at a bit higher prices and under more 
conservative terms, of course.
But there are other banks, those that were 
aggressively growing before, which have 
curtailed lending and their risk appetite 
more sharply, which probably has created 
the impression that banks have stopped 
lending. They have not. Look at the central 
bank’s figures - loans are growing, but of 
course, by small percentage points.
Q: Are there any particular projects or sectors 
that UniCredit Bulbank is supporting?
A: We are a universal bank, we do not 
have special preferences to certain kind of 
projects. Any project, which is properly 
drafted, which makes economic sense and 
which meets our requirements, can rely on 
lending, even including projects in the real 
estate sector.
We have never stopped talks [on lending]. 
Of course, the entrepreneurs’ enthusiasm 
for such loans is quite low nowadays and 
our system for risk assessment is more 
conservative.
Today, it is more important to have 
a sustainable relationsip, sustainable 
development between banks and clients. 
It is positive that projects that were 
launched before the crisis and are properly 
managed, they are going ahead despite the 
turbulences.
Q: What will be the overall impact on the 
banking system of the expected 6.0% contraction 
of the Bulgarian economy this year? 
A: Revenues will fall, profits may also 
will be affected. There has already been a 
reflection, and particularly on banks with 
more responsible attitude to the market; 
you see that the combined profit of the 
banking system has already dropped. This 
reflects nothing else but the fact that banks 
have borne part of the burden of the raised 
cost of lending on their shoulders rather 
than transferring all of it to their clients.

Q: Bulgaria’s central bank has already 
implemented a set of measures aimed at 
mitigating the effects of the global financial crisis 
on Bulgaria’s banking system. Is there anything 
else that should be done in this respect? 
A: I don’t think that there is a universal list 
of measures that could be undertaken.[...] 
It should be noted that the memories of the 
catastrophic crisis [in 1997] and its outcome 
have contributed to a great extent to 
making the Bulgarian banking regulations 
more conservative than Western European 
regulations, for example. This enabled the 
banks to face the first effects of the crisis, 
which were indirect, and coupled with the 
conservative management of the banking 
system to result in fewer disturbances in 
the sector compared to Western Europe 
and the USA. The problems of Bulgaria 
are not in the regulations of the banking 
sector but rather in the overall disquiet of 
the business environment where the rule of 
law, the clumsy administrative procedures, 
the inefficiency caused by bureaucracy, 
the corruption have a much more greater 
impact on the ability of the economy to 
recover than banking regulations do.
Q: What should be done to avoid these 
impediments?
A: Again, I don’t believe there is a list 
of 10 must-dos. The key is the opening 
of opportunities for the development of 
sustainable business environment, the 
attraction of foreign investments but 
more diversified ones as compared to those 
in the previous economic growth cycle, 

Interview: UniCredit Bulbank To Remain Market Leader 
Despite Crisis, CEO Says
 by Iva Doneva (SeeNews)
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SEE TOP 50 Per Capita (in euro)

 Ranking SEE TOP 100 
Ranking Company Country Revenue Per Capita 

2008
Revenue Per Capita 

2007

1 5 Petrol d.d. Slovenia 1,355.47 991.46

2 10 Poslovni Sisitem Mercator d.d. Slovenia 916.09 864.32

3 2 INA d.d. Croatia 812.99 729.83

4 20 Revoz d.d. Slovenia 608.40 627.66

5 3 Lukoil Neftochim Burgas AD Bulgaria 502.15 387.03

6 4 Naftna Industrija Srbije AD* Serbia 465.65 428.04

7 32 OMV Slovenija d.o.o. Slovenia 454.76 253.42

8 33 Merkur d.d. Slovenia 444.19 474.67

9 35 Holding Slovenske Elektrarne d.o.o. Slovenia 426.68 469.81

10 37 Krka d.d. Slovenia 415.18 360.01

11 165 Elektroprivreda Crne Gore AD Montenegro 403.74 382.09

12 39 Gorenje d.d. Slovenia 399.62 428.54

13 12 Konzum d.d. Croatia 387.79 330.71

14 43 Lek d.d. Slovenia 363.20 384.47

15 13 Hrvatska Elektroprivreda d.d. Croatia 346.78 312.36

16 6 Lukoil-Bulgaria EOOD Bulgaria 339.45 243.59

17 49 Engrotus d.d. Slovenia 335.67 298.40

18 52 Okta AD Macedonia 313.82 239.75

19 57 Salbatring International d.o.o. Slovenia 304.05 29.30

20 70 SCT d.d. Slovenia 266.02 233.75

21 74 IMPOL d.o.o. Slovenia 260.39 246.46

22 78 Telekom Slovenije d.d. Slovenia 245.96 224.93

23 11 JP Elektroprivreda Srbije Serbia 239.07 227.11

24 88 Mobitel d.d. Slovenia 226.60 218.26

25 91 Acroni d.o.o. Slovenia 221.76 233.87

26 1 Petrom SA Romania 218.04 161.44

27 14 Delta M DOO Serbia 211.33 169.67

28 15 Natsionalna Elektricheska Kompania EAD Bulgaria 209.49 166.94

29 97 Slovenske Zeleznice d.o.o. Slovenia 206.86 147.53

30 98 Geoplin d.o.o. Slovenia 206.50 167.90

31 325 Crnogorski Telekom A.D. Montenegro 205.57 223.65

32 30 HT - Hrvatske Telekomunikacije d.d. Croatia 205.02 212.99

33 101 CIMOS d.d. Slovenia 201.18 214.20

34 106 Makpetrol AD Macedonia 190.98 159.33

35 115 Sava Tires d.o.o. Slovenia 180.49 179.39

36 18 Aurubis Bulgaria AD Bulgaria 180.17 147.67

37 122 SODO d.o.o. Slovenia 173.81 84.22

38 126 Primorje d.d. Slovenia 169.33 165.93

39 132 GEN-I d.o.o. Slovenia 161.61 74.49

40 136 Makedonski Telekomunikacii AD Macedonia 154.60 148.88

41 141 TALUM d.d. Slovenia 154.40 180.14

42 155 Elektro Ljubljana d.d. Slovenia 143.08 143.84

43 53 T-Mobile Hrvatska d.o.o. Croatia 142.82 133.13

44 381 Promonte GSM D.O.O. Montenegro 138.90 138.95

45 162 Kemofarmacija d.d. Slovenia 138.88 140.13

46 161 EVN Macedonia AD Macedonia 135.29 126.87

47 58 Zagrebacki Holding d.o.o. Croatia 135.01 130.84

48 27 U.S. Steel Serbia DOO* Serbia 131.30 121.78

49 171 Termoelektrarna Sostanj d.o.o. Slovenia 127.98 107.04

50 62 OMV Hrvatska d.o.o. Croatia 127.97 100.82

(*) denotes net sales revenue
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SEE Population

Country Population (2008) Population (2007

Albania 3,619,778 3,600,523

Bosnia and Herzegovina 4,590,310 4,552,198

Bulgaria 7,262,675 7,640,240

Croatia 4,491,543 4,493,312

Macedonia 2,061,315 2,055,915

Moldova 4,324,450 4,320,490

Montenegro 678,177 684,736

Romania 22,246,862 22,276,056

Serbia* 7,365,507 7,448,000

Slovenia 2,007,711 2,009,245

SEE TOP 50 Per Capita

Traditionally, this ranking is dominated by 
companies from Slovenia, a country with a 
population of just over two million people in 
2008 and a total area of 20,273 sq.m. The 
Alpine country, which joined the European 
Union in 2004 and the Eurozone in 2007, 
had a gross domestic product (GDP) 
of $54.6 billion in 2008, according to 

information by the International Monetary
Fund (IMF). However, the export-oriented 
economy started feeling the heat of the 
global crisis earlier than its Southeast 
European neighbours. International rating 
firm Dun&Bradstreet (D&B) forecast in 
July that Slovenia’s GDP will shrink by 
7.0% in 2009, versus an earlier projection 

for a contraction of 3.5%. 

The ranking is headed by Slovenian blue-
chip fuel retailer Petrol d.d., followed by 
Slovenia’s largest food retailer Mercator, 
Croatian oil and gas company INA and 
Slovenian automobile manufacturer Revoz, 
a unit of France’s Renault. 

(*) excl. Kosovo 
Serbia incl. Kosovo - 10,150,265

Methodology

SEE TOP 50 Per Capita is a ranking which rests on the same pool of 1,000 companies as SEE TOP 100 and is derived by dividing the 
total revenue of each company by the population estimate of the country where it is headquartered. The benchmark is representative 
of the companies’ local and regional importance and gives a fair basis for scaling and comparability of the overall enterprise efficiency.
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SEE Industrial

It comes as no surprise that oil and gas 
remains the single largest industry in SEE 
with aggregate revenue of more than 37 
billion euro in 2008. The combined revenue 
of the 26 oil and gas companies, which made 
it to SEE TOP 100 in the 2008 ranking, 
jumped by over 26% from 29.5 billion euro 
in 2007. Skyrocketing global oil prices in 
the first half of 2008 added up to the strong 
presence of the oil and gas industry in the 
economies of the countries of Southeastern 
Europe (SEE). 

The companies in the sector, however, ended 
last year with a cumulative net loss of 197.6 
million euro due to the subsequent slump in 
oil prices in the second half of the year. The 
petroleum and natural gas industry held a 
good 39% share of the combined revenue of 
all companies in the SEE TOP 100 ranking. 
The second strongest industry in the ranking 
is the electricity sector, which posted a 
cumulative revenue of 14 billion euro in 
2008, representing an annualised rise of 
15%. The size of the power generation and 
distribution market has grown significantly 
since 2003 when the EU required energy 

market liberalisation across Europe and the 
SEE countries started privatisation of the 
sector, letting in foreign investors. The share 
of the electricity sector in the total SEE TOP 
100 revenue was 14.6% in 2008.

Wholesale and retail was the third largest 
industry with aggregate revenues of 
10.8 billion euro, followed closely by 
telecommunications with 9.3 billion euro. 
Trading companies and retail store operators 
are traditionally very strong in SEE, their 
income being propped up by increasing 
consumption of the growing middle class. 
The total revenue of the wholesale and retail 
business climbed by 14.5% in 2008 despite 
dwindling consumer confidence resulting 
from the global financial and economic crisis 
which reached the region in the latter part 
of the year. The cumulative revenue of the 
telecoms sector rose by a mere 3% on an 
annual basis in 2008 as the SEE market 
of 58.6 million people, has been getting 
saturated. 

The fifth largest sector in SEE TOP 100 
was Metals with combined revenues of 6.7 
billion euro in 2008, up 7.7% on the year. 

The growth was fuelled by a surge in metal 
prices in the first part of 2008 that was 
partly erased by a steep decline in prices in 
the second half of the year as a result of the 
economic downturn and weakening global 
demand.

In terms of annual growth in total revenue, 
the oil and gas sector kept its leading 
position with a 26.3% rise in 2008, while 
by return on revenue the volatile industry 
almost bottomed the list with an average 
negative return of 0.53%. Second was the 
construction industry with a 23.3% rise in 
revenue attributed to the boom in the real 
estate sector in the first half of the year which 
was dampened later by the global economic 
downturn. Diversified holdings remained 
third with a 16.4% increase in total revenue.

In terms of aggregate return on revenue 
telecommunications is undoubtedly the 
region’s number one with a 19.3% aggregate 
margin, followed by pharmaceuticals with 
14.6%. Both sectors are characterised by 
huge initial investments for network set-up 
and research and development (R&D) and 
lower variable costs at the subsequent stage.

SEE TOP Industries

Industry Total revenue 2008 Total revenue 2007 Net Profit/Loss 2008 Net Profit/Loss 2007

1 Petroleum/Natural Gas 37,289.13 29,521.64 -197.62 1,028.29

2 Electricity 13,955.38 12,093.25 518.07 175.93

3 Wholesale/Retail 10,815.95 9,444.18 133.96 154.30

4 Telecommunications 9,295.87 8,975.84 1,793.85 1,893.15

5 Metals 6,669.75 6,192.68 207.54 349.52

6 Automobiles 4,751.34 4,708.06 140.67 236.63

7 Diversified Holdings 3,108.57 2,670.64 34.84 12.21

8 Food/Drinks/Tobacco 2,450.06 2,134.86 190.85 153.65

9 Transportation 2,380.87 2,246.26 -18.19 -123.86

11 Electronics 1,694.12 1,814.77 38.45 43.82

10 Pharmaceuticals 1,562.76 1,495.85 228.56 206.31

12 Construction 1,193.60 968.30 19.35 2.50

13 Chemicals 504.84 542.63 -58.72 -26.56

Methodology
SEE Industrial pools together the revenue generated by all companies in 2008 within a certain sector in SEE TOP 100, and ranks those 
industries, which performed best in terms of cumulative revenue. The fastest-growing sectors were ranked by calculating the annual 
change in their aggregate revenue in 2008 compared to 2007. The sub-ranking of the industries with the highest return on revenue 
was calculated by dividing the cumulative net profit within each industry by the cumulative revenue. 
Please note that the industry classification we use is proprietary and the following specifics should be taken into consideration: filling 
station operators and gas trading and distribution companies are included in the Petroleum/Natural Natural Gas industry; pharmacies 
are included in Wholesale/Retail.
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Expectedly, the largest economies in terms 
of production and consumption in SEE 
have a significant presence in the ranking 
of the oil and gas companies: Romania and 
Bulgaria –with six and five representatives 
respectively, Serbia and Slovenia – three 
each, Croatia – two, Macedonia - one. 

Interestingly, Macedonia’s sole crude oil 
refinery Okta AD ranked 16th with a total 
revenue equivalent to 647 million euro in 
2008. Okta is part of Elpet-Valkaniki SA, 
a subsidiary of Greek oil trader Hellenic 
Petroleum.

The leader in the ranking is Romania’s 

Petrom, which also is number one in SEE 
TOP 100. 

The biggest foreign players in the sector, 
Russia’s Lukoil and Austria’s OMV, 
had four and three of their national 
subsidiaries, respectively, among the top 
20 companies.  

INDUSTRY AT A GLANCE: Petroleum & Natural Gas
by Ilko Mitkovski (SeeNews)

Fastest Growing Industries

Ranking Industry Y/Y Change in Revenues (%)

1 Petroleum/Natural Gas 26,31%

2 Construction 23,27%

3 Diversified Holdings 16,40%

4 Electricity 15,40%

5 Food/Drinks/Tobacco 14,76%

6 Wholesale/Retail 14,53%

7 Metals 7,70%

8 Transportation 5,99%

9 Pharmaceuticals 4,47%

10 Telecommunications 3,57%

11 Automobiles 0,92%

12 Electronics -6,65%

13 Chemicals -6,96%

Most Profitable Industries

Ranking Industry Return on Revenue (%) 2008

1 Telecommunications 19,30%

2 Pharmaceuticals 14,63%

3 Food/Drinks/Tobacco 7,79%

4 Electricity 3,71%

5 Metals 3,11%

6 Automobiles 2,96%

7 Electronics 2,27%

8 Construction 1,62%

9 Wholesale/Retail 1,24%

10 Diversified Holdings 1,12%

11 Petroleum/Natural Gas -0,53%

12 Transportation -0,76%

13 Chemicals -11,63%

SEE TOP 20 Petroleum & Natural Gas Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total Revenue 
2008

Total Revenue 
2007

Net Profit/Loss 
2008

Net Profit/Loss 
2007

1 1 Petrom SA Romania 4,850.79 3,596.27 256.55 492.51

2 2 INA d.d. Croatia 3,651.56 3,279.35 -142.23 163.88

3 3 Lukoil Neftochim Burgas AD Bulgaria 3,646.97 2,956.98 -242.05 52.93

4 4 Naftna Industrija Srbije AD* Serbia 3,429.74 3,188.05 -45.16 66.34

5 5 Petrol d.d. Slovenia 2,721.40 1,992.09 -64.43 45.82

6 6 Lukoil-Bulgaria EOOD Bulgaria 2,465.32 1,861.07 0.841 16.55

7 7 Rompetrol Rafinare SA Romania 2,365.13 1,662.65 -116.69 -87.07

8 17 Rompetrol Downstream SRL Romania 1,416.42 1,137.55 -53.25 -3.93

9 19 Petrotel Lukoil SA Romania 1,280.82 1,038.31 -134.65 -25.92

10 22 Lukoil Romania SRL Romania 1,160.96 1,138.63 2.59 14.71

11 25 Romgaz SA Romania 979.50 1,018.82 134.82 141.14

12 32 OMV Slovenija d.o.o. Slovenia 913.03 509.19 13.34 11.84

13 38 OMV Bulgaria OOD Bulgaria 805.63 574.27 4.30 8.10

14 42 Bulgargaz Holding EAD Bulgaria 732.73 569.11 -46.29 44.48

15 47 JP Srbijagas* Serbia 688.07 632.12 3.40 10.88

16 52 Okta AD Macedonia 646.89 492.91 -22.42 16.14

17 55 Naftex Petrol EOOD Bulgaria 626.66 348.74 105.51 -4.95

18 57 Salbatring International d.o.o. Slovenia 610.44 58.87 1.98 1.35

19 59 YugoRosGaz AD* Serbia 583.02 414.81 23.50 13.67

20 62 OMV Hrvatska d.o.o. Croatia 574.80 453.01 -8.07 9.18

(*) denotes net sales revenue
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Consumption of Oil Products (Thousand Barrels Per Day)

Country 2007 2008

Albania 31.8 34.0

Bosnia and Herzegovina 27.5 29.0

Bulgaria 121.0 124.0

Croatia 103.0 105.0

Macedonia 21.0 21.0

Moldova 16.0 17.0

Romania 219.0 219.0

Slovenia 60.0 61.0
(*)Negative value indicates refinery processing loss

Source: U.S. Energy Information Administration

Dry Natural Gas Consumption (Billion Cubic Feet)

Country 2007 2008

Albania 1.06 1.06

Bosnia and Herzegovina 14.13 11.3

Bulgaria 197.76 120.07

Croatia 96.41 95.35

Macedonia 3.53 3.53

Moldova 93.58 97.12

Romania 657.56 605.3

Slovenia 39.02 38.85

Source: U.S. Energy Information Administration

Source: U.S. Energy Information AdministrationSource: U.S. Energy Information Administration

SEE Crude Oil Proven Reserves (Billion Barrels)

Country 2008 2009

Albania 0.1991 0.1991

Bulgaria 0.015 0.015

Croatia 0.07915 0.0793

Romania 0.6 0.6

Serbia 0.0775 0.0775

SEE Proven Reserves of Natural Gas (Trillion Cubic Feet)

Country 2007 2008

Albania 0.03 0.03

Bulgaria 0.2 0.2

Croatia 1.052 1.008

Romania 2.225 2.225

Serbia 1.7 1.7

Total Oil Production (Thousand barrels per day)

Country 2007 2008

Albania 6.40 5.98

Bulgaria 3.36 3.36

Croatia 23.63 22.20

Macedonia -0.045* -0.045*

Romania 114.15 115.25

Serbia 11.42 11.42

Slovenia 0.005 0.005

(*)Negative value indicates refinery processing loss
Source: U.S. Energy Information Administration

Gross Natural Gas Production (Billion Cubic Feet)

Country 2007 2008

Albania 1.77 N/A

Croatia 71.69 N/A

Moldova 1.76 1.76

Romania 449.21 432.25

Slovenia 0.14 N/A

Source: U.S. Energy Information Administration

Due to the contraction of oil and gas 
consumption in the second half of 2008, 
half of the 20 firms in the SEE oil and 
gas sector ended the year with a net loss, 
while only four of them ended 2007 in the 
red. However, their cumulative revenues 
increased to 34.1 billion euro in 2008 from 
26.9 billion euro in 2007.

SUPPLY AND DEMAND
Southeastern Europe (SEE) is a net 
importer of crude oil and natural gas. The 
region’s own oil and gas output covers just 
a quarter of local demand, which has been 

on the rise in recent years, shadowing the 
rapid growth of the region’s emerging 
economies.

 For historical reasons Southeastern Europe 
relies mostly on imports of Russian oil and 
gas to meet its energy needs. In recent 
years the region’s fast growing economies 
started to seek diversification of both 
supply sources and routes to lessen their 
energy dependency on Moscow.

The region’s geographical location makes 
it a natural choice for a hub for transiting 

oil and gas from energy-rich countries 
of the Middle East and Central Asia to 
the industrialised economies of Western 
Europe. That is why SEE lies at the centre 
of several major oil and gas projects backed 
by Russia, the EU and the U.S.

Of the SEE countries only Romania covers 
its demand for oil and gas mainly from 
its own resources. Dwindling oil and gas 
reserves across the region increase the need 
for imports. Demand for gas in SEE is 
expected to rise by some 40% by 2020.

RUSSIA REMAINS TOP OIL/GAS SUPPLIER TO SEE
Russian majors Gazprom OAO and LUKoil OAO are the main suppliers of natural gas and crude oil to the SEE countries. Romania 
and Albania have larger proven oil reserves than the other countries in the region but their oil refineries, as well as those in Bulgaria, 
Macedonia and Serbia, are processing Russian crude mainly.
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State Holdings in SEE Petroleum and Natural Gas Companies

Company Country State ownership 
(%)

INA-Industrija Nafte d.d. Croatia 44.84

Petrom SA Romania 40.75

SNGN Romgaz SA Romania 100.00

Naftna Industrija Srbije AD Serbia 49.00

Petrol d.d. Slovenia 19.70

JP Srbijagas Serbia 100.00

Moldovagaz SA Moldova 35.33

SNTGN Transgaz SA Romania 75.00

Albpetrol Sh.a. Albania 100.00

Bulgargaz EAD Bulgaria 100.00

Leading Oil and Gas Retailers in SEE (by number of filling stations)

Company Market Number of 
Stations

Rompetrol SA
(Romania)

Albania, Bulgaria, Moldova 173

OMV AG 
(Austria)

Bosnia and Herzegovina, Bul-
garia, Croatia, Romania, Serbia, 

Slovenia

414

LUKoil OAO 
(Russia)

Bulgaria, Croatia, Macedonia, 
Moldova, Montenegro, Romania, 

Serbia

517

Hellenic Petroleum SA
(Greece)

Albania, Bulgaria, Macedonia, 
Montenegro, Serbia

215

Petrol d.d. 
(Slovenia)

Croatia, Bosnia and Herzegovina, 
Serbia, Montenegro, Kosovo

112

Selected Company Investment Projects in 2008

Country Project Amount 
(in millions of euro)

INA-Industrija Nafte d.d. (Slovenia) Upgrade of facilities and maintenance of oil fileds 29.51

Petrom SA (Romania) Facilities modernisation by 2010 3,000.00

SNGN Romgaz SA (Romania) Building of a gas storage 50.00

Naftna Industrija Srbije AD (Serbia) Modernisation of oil refining equipment and improved environmental safety of filling stations 275.00

Petrol d.d. (Slovenia) Upgrade of capacities 112.00

Lukoil-Bulgaria EOOD (Bulgaria) Purchase of 75 filling stations and fuel storage depot 237.00

Rompetrol SA (Romania) Building an offshore sea terminal 121.86

JP Srbijagas (Serbia) Installation of high-pressure pipelines 81.80

OMV Srbija DOO (Serbia) Expansion of retail network with 50 filling stations 110.00

Moldovagaz SA (Moldova) Pipeline installation and expansion 12.21

SNTGN Transgaz SA (Romania) Modernisation of gas network and expansion of the transportation system 374.00

INVESTMENTS IN MAINTENANCE AND EXPANSION
The SEE oil and gas companies did not invest lavishly in boosting their capacity in 2008 as the global crisis hit the region. Most companies 
in the sector, especially oil and gas transportation and distribution operators, conducted annual maintenance, while companies operating 
in the retail of oil products financed their expansion on their domestic markets

STATE OWNERSHIP 
Albpetrol, Bulgargaz, Romgaz and Srbijagas all remain wholly state-owned despite acquisition interests shown by Gazprom and 
European energy majors.

REGIONAL AND EUROPEAN PLAYERS ON THE SEE RETAIL MARKET 
The SEE fuel retail sector attracted several European majors in recent years that defy the traditionally strong presence of LUKoil OAO 
in the region. Austria’s OMV AG, Royal Dutch Shell plc and Greece’s Hellenic Petroleum SA have developed their own networks of 
filling stations in several SEE countries.

A second wave of market expansion has brought regional players like Romania’s Rompetrol SA and Slovenia’s Petrol d.d. to the fuel 
retail markets of other SEE countries. Unlike their Western European peers, those companies have restricted their regional expansion to 
neighbouring SEE countries for the time being. In 2008 Hellenic Petroleum considered the acquisition of two smaller retail networks in 
Bulgaria, while OMV intended to develop a second chain of filling stations in Bulgaria under the Avanti brand. 
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The undisputable leader in the ranking of 
the largest electricity companies in SEE is 
the region’s largest economy, Romania, 
with nine representatives, followed by 
Croatia with four and Bulgaria with 
three. However, Serbia’s state-controlled 
company JP Elektroprivreda Srbija, 
which operates the entire chain of energy 
generation, transmission and distribution, 
heads the ranking with total revenue of 
1.76 billion euro in 2008, followed by 
another state-run mammoth, Croatia’s 
Hrvatska Elektroprivreda d.d. with 1.56 
billion euro. Bosnia’s biggest power utility 
JP Elektroprivreda BiH ranked 14th. The 

company operates in the Muslim-Croat 
Federation, one of Bosnia’s two post-war 
autonomous parts (the other is the Serb 
Republic).

Only three of the top 20 power generation 
and distribution companies ended 2008 with 
a net loss: the leaders JP Elektroprivreda 
Srbija and Hrvatska Elektroprivreda, and 
Romanian power producer Electrocentrale 
Bucuresti SA.

The aggregate revenues of the 20 companies 
in the sector totalled 14.7 billion euro in 
2008, up from 12.6 billion euro in 2007.

Power demand rose by 2.5% in 
Southeastern Europe (SEE) last year 

mainly due to growing household 
consumption, figures from the Paris-based 
International Energy Agency indicate.
Electricity output in some SEE countries 
rose as high as 5.78% last year but 
producers’ profits dwindled or disappeared 
altogether as production costs also increased. 
Although electricity prices in most of the 
SEE countries went up last year, the rise 
could not compensate for the increase in the 
prices of coal and natural gas used by power 
plants to generate electricity.

Bound together by the Energy Treaty, 
which established the Energy Community 
of South East Europe (ECSEE) in 2005, 

European Union newcomers from 
the SEE and EU-aspiring countries 
are all committed to ensuring market 
liberalisation, uninterrupted power supply 
and modernisation of outdated capacities.

Modernisation is especially needed for 
electricity distribution networks and 
substations in the region. Projects in the 
SEE electricity sector are often financially 
backed by the World Bank, the European 
Bank of Reconstruction and Development 

and international development agencies. 
Major Western European utilities like E.ON 
AG, Enel SpA and EVN AG recognized the 
development potential of the SEE electricity 
sector and entered the region in recent 
years.

GENERATION AND CONSUMPTION 
RISING
Electricity consumption rose to 199.4 
terawatthours (TWh) in SEE last year, 

while generation increased to 202.9 
TWh. Romania, Bulgaria, Slovenia and 
Serbia generate more electricity than 
they consume, while the rest of the SEE 
countries are net electricity importers. 
Romania generated over 64.01 TWh of 
electricity in 2008, up 5.78% from a year 
earlier, Bulgaria produced nearly 45 TWh, 
up 4.17%, and Serbia generated 35 TWh, 
a 2.10% increase from 2007.

INDUSTRY AT A GLANCE: Electricity 
by Ilko Mitkovski (SeeNews)

SEE TOP 20 Electricity Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total 
Revenue 2008

Total 
Revenue 2007

Net Profit/
Loss 2008

Net Profit/
Loss 2007

1 11 JP Elektroprivreda Srbije Serbia 1,760.87 1,691.53 -26.96 -36.91

2 13 Hrvatska Elektroprivreda d.d. Croatia 1,557.60 1,403.51 -1.78 61.68

3 15 Natsionalna Elektricheska Kompania EAD Bulgaria 1,521.43 1,275.46 23.95 21.21

4 24 GDF SUEZ Energy SA Romania 997.24 934.24 32.26 50.51

5 35 Holding Slovenske Elektrarne d.o.o. Slovenia 856.65 943.96 53.76 12.41

6 40 E.ON Gaz Romania SA Romania 782.85 349.05 10.96 20.71

7 41 C.N.T.E.E. Transelectrica SA Romania 752.31 659.49 10.52 14.42

8 45 Electrica SA Romania 713.51 232.39 306.14 0.271

9 50 Hidroelectrica SA Romania 669.10 590.09 16.34 14.56

10 61 Electrocentrale Bucuresti SA Romania 576.75 678.63 -86.71 -26.37

11 68 CEZ Elektro Bulgaria AD Bulgaria 550.56 465.53 7.36 7.26

12 72 HEP-proizvodnja d.o.o. Croatia 527.48 488.72 3.37 -15.03

13 80 HEP-Operator Distribucijskog Sustava Croatia 479.22 423.43 18.10 -13.41

14 83 JP Elektroprivreda BiH d.d. B and H 463.74 391.27 23.64 11.69

15 87 Complexul Energetic Turceni SA Romania 455.07 412.14 5.01 21.70

16 89 Enel Distributie Muntenia SA Romania 449.20 492.22 55.36 12.07

17 94 AETs Kozloduy EAD Bulgaria 427.22 324.24 35.85 1.77

18 98 Geoplin d.o.o. Slovenia 414.59 337.34 30.91 17.39

19 103 Nuclearelectrica SA Romania 400.43 306.45 25.86 24.56

20 122 SODO d.o.o. Slovenia 348.97 169.23 0.198 0.065
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Power Generation and Consumption in SEE
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Selected Investment Projects in the SEE Power Sector

Company Project mln
euro

Korporata Energjitike Shqiptare (KESH) Sh.a. Power grid rehabilitation 6.26

JP Elektroprivreda BIH d.d. Building of new generation capacities and modernisation of existing ones 60.85

JP Elektroprivreda hrvatske zajednice Herceg-Bosne d.d. Investment in rehabilitation of facilities and equipment 37.15

Natsionalna Elektricheska Kompania AD Construction of the Belene nuclear power plant (NPP) 171.80

EVN Bulgaria AD Network expansions and maintenance and construction of new power facilities 71.58

Hrvatska Elektroprivreda (HEP) d.d.
Construction of six power plants, an liquified natural gas terminal and a transmission line by 
2015 2,100

Elektrani na Makedonija (ELEM) AD Building of Sveta Petka hydro power plant (HPP) 64.24

EVN Macedonia AD Distribution system modernisation 35.00

RED Nord SA Upgrade and expansion of distribution network 5.30

Elekroprivreda Crne Gore AD Niksic Generation and distribution capacity upgrades over 5 years 260.00

Societatea Nationala Nuclearelectrica SA Construction of units 3 and 4 at Cernavoda NPP 2,000

E.ON Moldova Distributie SRL Modernisation of distribution installations 1.26

JP Elektoprivreda Srbije Capacity upgrades, development and revamp of distribution network 51.09

Holding Slovenske Elektrarne (HSE) d.o.o. Building of three HPPs. With a combined production capacity of 720 GWh by 2018 405.00

Termoelektrarna Sostanj (TES) d.o.o. Construction of the 600 MW generator with a steam turbine 350.00

Demand for electricity grew so rapidly 
in Albania last year that the government 
introduced power rationing due to supply 
constraints imposed by insufficient 
domestic generation and the limited 
capacity for imports of the country’s 
transmission system. 

The power plants located in SEE have a 
combined installed capacity of some 76 
gigawatts. The region imported around 
13.35 TWh in 2008, equivalent to 6.70% 
of its power consumption.

Consultancy firm KPMG and German 
research institute European Stability 
Initiative say that unless SEE countries 
invest in new power plants, the region 

will become increasingly dependent on 
electricity imports in the following years.

Bulgaria’s dominant state-run power 
utility NEK forecasts a power deficit of 
8.0-10 TWh in the region in the following 
years. Electricity demand in SEE will 
increase by an average 2.0% to 3.0% per 
year, analysts say

INVESTMENT GOES ON
In 2008, power producers and 
distributors in SEE both continued with 
their scheduled investments. Outdated 
distribution networks and generation 
facilities in SEE, some dating back to 
the 1960s, are gradually being replaced 
altogether or upgraded in order to 

secure reliable power supplies needed 
to back the region’s economic growth. 
Bulgaria’s NEK and Romania’s nuclear 
power plant operator Nuclearelectrica have 
secured financing for ambitious nuclear 
energy projects, while smaller electricity 
companies from Bosnia, Macedonia, 
Montenegro and Slovenia have opted for 
hydro power projects, relying on their 
countries’ abundant hydrological potential. 
An increasing number of companies from 
the region and have started to channel 
investments into renewable energy projects, 
aiming to diversify their electricity mix 
and meet EU directives on increasing the 
share of renewable sources in electricity 
production.
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IN STATE HANDS
After the EU required energy market liberalisation and unbundling of former vertically integrated companies across Europe in 2003, 
SEE countries started considering the privatisation of parts of their electricity sector.

SEE countries invited foreign majors to take over some power generation and distribution facilities in the last three years and Germany’s 
E.ON AG, Austria’s EVN AG, Italy’s Enel SpA and Czech CEZ a.s. entered the region’s electricity market.

While in EU members Bulgaria and Romania, and in Macedonia, former power monopolies were split into separate companies, operating 
respectively distribution, transmission and generation facilities, in other SEE countries mammoth state-run companies continue to 
manage all the three activities, for example JP Elektroprivreda Srbija, Hrvatska Elektroprivreda (HEP) d.d. and Holding Slovenske 
Elektrarne (HSE) d.o.o.

COAL DOMINATES ELECTRICITY GENERATION
Coal still dominates electricity generation in Southeastern Europe with an average share of 47.5%. Years of intensive exploitation, 
however, have exhausted some mines and imports of coal are increasingly needed. Hydropower generation comes second with an average 
share of 34.4% in the region’s electricity output. Albania depends almost entirely on its water resources to generate electricity, while 
Moldova relies almost completely on natural gas imports from Russia to generate electricity.

EU members Romania, Bulgaria and Slovenia are the only countries in SEE that operate nuclear power plants. Slowly, the region is 
turning to renewables (wind, solar energy, biomass and waste) to generate electricity. The share of renewables in Bulgaria should rise to 
at least 16% by 2020 from 1.0% in 2005 under EU directives. The target for Romania is 24%, while Slovenia should cover 25% of its 
gross domestic energy consumption from renewable energy sources by 2020.

State Ownership in SEE Power Utilities

Company Country Govt share (%)

Korporata Energjitike Shqiptare (KESH) Sh.a. Albania 100.00

JP Elektroprivreda BIH d.d. Federation Bosnia and Herzegovina 90.00

AETs Kozloduy AD Bulgaria 100.00

Natsionalna Elektricheska Kompania AD Bulgaria 100.00

Hrvatska Elektroprivreda (HEP) d.d. Croatia 100.00

Elektrani na Makedonija (ELEM) AD
Macedonia

100.00

Elekroprivreda Crne Gore AD Niksic Montenegro 70.59

Societatea Nationala Nuclearelectrica SA Romania 100.00

SCPEEH Hidroelectrica SA Romania 100.00

JP Elektoprivreda Srbije Serbia 100.00

Holding Slovenske Elektrarne (HSE) d.o.o. Slovenia 100.00

FOREIGN POWER MAJORS IN SEE
CEZ, Enel, E.ON and EVN operate generation and distribution facilities in Bulgaria, Romania and Macedonia. CEZ is also considering 
entering the markets of Bosnia, Kosovo and Serbia.

Foreign-based Power Producers and Distributors in SEE

Company Presence

CEZ a.s (the Czech Republic) Bulgaria, Romania

Enel SpA (Italy) Bulgaria, Romania

E.On AG (Germany) Bulgaria, Romania

EVN AG (Austria) Bulgaria, Macedonia
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Close-up: Impact from the global financial crisis 
on the regional power market
Advancing unbundling of energy sectors diversified the players participating on the regional market despite the strong governmental sectoral presence and 
created stronger possibilities for price convergence between countries. Due to the shortage of energy, prices in 2008 reached historical highs of 80-100 euro/
MWh which even exceeded the levels on Central and Western European power exchanges. However, the global financial crisis of 2009 slashed them by 30-50% 
and brought them down almost at the level of base-load production costs.In addition to the temporary effect of the financial crisis, there are still some significant 
structural impediments to regional power trading. Limited availability of cross border capacity, driven by both physical and regulatory constraints, is among the 
most significant ones. However, the combination of two negatives, i.e. a structural barrier and an external crisis, need not necessarily bring a double negative. For 
example, in Bulgaria the export limit of 25% of domestic sales imposed in 2008 was lifted by the Regulator in 2009 as a measure to encourage cross-border trade 
and thus compensate the reduced domestic electricity consumption with higher exports. This first step was followed by other regulatory measures such as decreasing 
imbalance energy prices and reducing the transition from weekly to daily schedules – both came as a result of the push for change created by the traders riding the 
wave of the crisis. It is now up to the traders to defend the achievements when the tides turn and the crisis is over.

The ranking of the top 20 largest wholesale and retail companies in SEE was clearly dominated by 11 Romania-based chains. All large 
Western European chains were represented with Germany’s Metro Group having three entries – its Romanian and Croatian Cash&Carry 
chains, as well as its Romanian retail chain Real,- Hypermarket. 

However, the ranking was headed by one of the two Slovenian representatives – Mercator, which ended 2008 with total revenue of 1.84 
billion euro and a net profit of 32.1 million euro. Outside Slovenia, Mercator is present in Serbia, Croatia, Montenegro and Bosnia. The 
company entered Bulgaria in 2009 and plans to expand to Albania, Macedonia and Kosovo.

The aggregate revenue of the top 20 wholesale and retail companies was 13.4 billion euro in 2008, up from 11.8 billion euro in 2007.

INDUSTRY AT A GLANCE: Wholesale/Retail
by Valentina Gerasimova (SeeNews)

SEE TOP 20 Telecommunication Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total Revenue 
2008

Total Revenue 
2007

Net Profit/
Loss 2008

Net Profit/
Loss 2007

1 10 Poslovni Sisitem Mercator d.d. Slovenia 1,839.24 1,736.63 32.14 35.42

2 12 Konzum d.d. Croatia 1,741.78 1,485.96 59.19 40.65

3 16 Metro Cash and Carry SRL* Romania 1,490.00 1,590.00 N/A N/A

4 26 Carrefour Romania SA Romania 972.82 738.69 18.59 22.82

5 34 Selgros Cash& Carry SRL Romania 871.19 812.71 36.08 33.58

6 44 Kaufland Romania SC Romania 726.98 598.49 3.44 14.57

7 46 real,- Hypermarket Romania SRL Romania 689.06 385.25 -51.18 -43.86

8 49 Engrotus d.d. Slovenia 673.93 599.57 8.07 18.34

9 77 Mediplus Exim SRL Romania 495.21 432.39 2.85 6.53

10 86 Arabesque SRL Romania 457.12 387.12 -1.56 7.60

11 93 Agrokor-Trgovina d.d. Croatia 434.67 298.09 7.99 5.17

12 95 K and K Electronics OOD Bulgaria 423.95 379.27 18.34 13.48

13 110 Romania Hypermarche SA Romania 372.23 376.43 18.19 11.63

14 116 Mercator - H d.o.o. Croatia 356.56 293.87 3.89 0.600

15 118 Metro Cash & Carry d.o.o. Croatia 352.96 327.97 9.18 7.49

16 137 Pevec Zagreb d.o.o. Croatia 317.73 272.27 3.01 10.68

17 144 M-Rodic DOO* Serbia 303.64 267.04 9.35 4.75

18 145 Praktiker (Romania) SRL Romania 299.49 259.56 8.01 13.33

19 146 Billa Romania SRL Romania 299.13 297.72 9.54 9.73

20 147 Procter & Gamble Distribution SRL Romania 296.65 309.19 5.08 3.00

(*) denotes net sales revenue
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Retail trading is one of the fastest growing industries in Southeastern Europe (SEE). The growth of the sector strongly depends on the 
purchasing power of the population. While the purchasing power of the customers in SEE is still lower than in Western Europe, thus 
hindering big investors from entering the market, at the same time it indicates good possibilities for future development.

Albania, Serbia and Macedonia all reported very high levels of Purchasing Power Standard (PPS) in 2008, stemming from their low 
prices of consumer goods and services, according to data from the EU statistics office Eurostat.

PPS in Bosnia and Herzegovina, Bulgaria and Slovenia is around the EU-27 average, while the purchasing power of Montenegrin 
customers is almost twice lower than this average.

Purchasing Power Parity (PPP) is an indicator, which measures ratios of prices, expressed in national currencies and are used to convert 
the values of indicators to a common currency, called Purchasing Power Standard (PPS), which equalises the purchasing power of 
different national currencies and thus allows meaningful comparison.

Purchasing power parities (PPPs) 2006-2008

Country 2006 2007* 2008n

EU-27 1 1 1

Switzerland 11.1284 11.0056 11.2366

Denmark 10.3112 10.3478 10.6272

Norway 10.6712 10.8918 11.206

Albania 51.1501 52.6492 53.7134

Serbia 34.3349 37.3153 40.576

FYR Macedonia 21.9373 22.2852 23.8537

Croatia 4.67477 4.65728 4.95021

Romania 1.76183 1.82781 2.03915

Bosnia and Heryzegovina 0.877764 0.88933 0.952812

Bulgaria 0.742858 0.791492 0.86469

Slovenia 0.745452 0.768523 0.807364

Another indicator, measuring the development of retail industry, is the price level of consumer goods and services. Price levels varied 
widely across Europe in 2008: Danish consumer prices were 41% higher than the EU-27 average, while in Macedonia prices were 
53% lower. Bulgaria, with retail prices 49% lower than the EU-27 average, was the cheapest country to go shopping in out of the 27 
countries of the EU last year.

The level of concentration and the presence of investors with large store formats are indicative of the level of market development. 
Slovenia holds the leading position among the SEE countries in terms of concentration, with five chains controlling a combined 80% 
share of the country’s market. Croatia and Serbia, with concentration rates of some 50% and 40% of their retail markets, respectively, 
come second and third. Market concentration is smallest in Albania, Bosnia and Herzegovina, Macedonia, Montenegro, Moldova and 
Kosovo, where small corner shops, kiosks and open-air markets prevail. According to a survey conducted by German-based global 
market research company GfK, supermarkets account for about 30% of all retail sales in Croatia, 23% in Bosnia and Herzegovina, and 
18-19% in Serbia and Bulgaria. The process of consolidation of the retail market in SEE is still underway.

Companies based in the countries of Southeastern Europe dominate the retail markets of these countries. Regional majors such as 
Slovenia’s Mercator, Croatia’s Agrokor and Serbia’s Delta Holding are well aware of the buying habits and preferences of SEE customers 
and invest expansively on the SEE retail market.

Comparative price levels of final consumption by private households in SEE

2006 2007 2008

European Union (27 countries) 100 100 100

Slovenia 76.8 77.8 83.0

Croatia 69.8 70.1 74.7

Turkey 66.3 71.5 72.8

Romania 57.1 61.5 62.1

Bulgaria 44.6 46.5 51.0

Macedonia 43.3 43.3 46.7

(*) Preliminary data, (n) Express data
Source: Eurostat, New Cronos Database 20.07.2009

Source: Eurostat
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GLOBAL RETAIL DEVELOPMENT INDEX (GRDI) IN 2009
The fast development of the SEE retail market is reflected by the Global Retail Development Index (GRDI), an indicator compiled 
yearly by U.S. consultancy A.T. Kearney. The GRDI evaluates the development potential of the retail industries of 30 selected emerging 
countries. The GRDI 2009 ranking includes four countries from Southeastern Europe, of which only Slovenia is among the top 10 of 
the 30 emerging economies.

SWOT Analysis of the Wholesale/Retail Market in SEE

Strengths Weaknesses

* Customers with potential for rising incomes * High levels of corruption and bureaucracy

* Low labour costs * Fragmented markets, a low level of concentration (except Slovenia), a good 
number of small stores and preferences for shopping in open-air markets

* SEE is an attractive tourist destination (Croatia, Montenegro and Bulgaria) * Concentration of big stores around big cities (Macedonia, BiH, Croatia)

* A good perspective for the HORECA segment

Major investors in wholesale and retail market

Investor Home country Investment destinations in SEE

Mercator Slovenia Bulgaria, Serbia, Slo venia, Croatia, Montenegro, Bosnia and Herzegovina, 
Albania (to be opened in end-2009)

Agrocor Croatia Croatia, Montenegro, Bosnia and Herzegovina, Serbia

Delta Holding Serbia Serbia, Bulgaria, Montenegro, Bosnia and Herzegovina

Dm Drogeriemarkt Austria Slovenia, Bulgaria, Romania, Bosnia and Herzegovina, Croatia, Serbia

Spar International The Netherlands Slovenia, Romania, Serbia, Croatia

Metro Group Germany Serbia, Bulgaria, Romania, Croatia, 

Lidl & Schwarz Germany Croatia, Bulgaria, Romania, Slovenia

CBA Hungary Bulgaria, Romania, Serbia, Croatia

K and K Electronics OOD Bulgaria Bulgaria, Romania, Serbia, Macedonia

Tengelmann Germany Bosnia and Herzegovina, Bulgaria, Romania, Slovenia

Intermarche France Serbia, Bosnia and Herzegovina, Romania

REWE Austria Croatia, Bulgaria, Romania

Tus Slovenia Slovenia, Macedonia

Veropoulos Greece Serbia, Macedonia

Carrefour France Romania, Bulgaria

Baumax Austria Romania, Bulgaria

Merkur Slovenia Slovenia, Serbia

Maxima LT Lithuania Bulgaria, Romania

Rodic Serbia Serbia, Bosnia and Herzegovina

E.Lecrerc France Slovenia

Aldi Germany Slovenia

Ramstore Turkey Macedonia

Global Retail Development Index

Country Position in the 
ranking

Country Risk 
(25%)

Market 
Attractiveness (25%)

Market 
Saturation (25%)

Time Pressure 
(25%) GRDI score Change in rank 

compared to 2008

Slovenia 9 100 64 12 33 52 +14

Bulgaria 21 44 41 48 54 47 -5

Romania 23 49 41 33 58 46 -1

Croatia 24 54 58 13 46 43 N/A

Source: A.T. Kearney
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SWOT Analysis of the Wholesale/Retail Market in SEE

Opportunities Threats

* SEE can reap economic benefits from lying at the crossroads of Western Eu-
rope, the Middle East and the Mediterranean

* Global economic crisis

* EU membership (Slovenia, Bulgaria and Romania) and candidate- members 
(Macedonia and Croatia)

* Rising unemployment

* Development of new outlet formats – entertainment, electronics and office 
retailing, DIY (do-it-yourself), and other specialised networks

* Shortage of big land plots for the construction of large outlets, distribution 
centres and warehouses

* Development of private labels and own brands * Skilled labour force leaving SEE

* Mergers and acquisitions (both regional and foreign investors) * Underdeveloped infrastructure

* Offering of franchising and online retail trade  

The top 20 companies in the fourth largest industry in SEE, the telecommunications sector, had a combined revenue of 11.1 billion euro 
in 2008 against 10.7 billion euro a year earlier. The ranking was headed by Romanian mobile operators Orange and Vodafone. Three of 
Romania’s six mobile phone operators made it to the ranking, as well as fixed-line operator RomTelecom, majority owned by Greece’s 
OTE.

Bosnia’s two largest operators BH Telecom, operating in the Federation, and Telekom Srpske, in the Serb Republic, ranked 15th and 17th, 
respectively. Apart from these two operators, Bosnia has one smaller telecoms company, HT Mostar, which operates in the Federation.

Albanian Mobile Communications (AMC), the Albanian arm of Greek wireless operator Cosmote, Makedonski Telekomunikacii and 
Moldova’s state-owned fixed-line company Moldtelecom, all of which represent the smaller economies in SEE, ranked among the leading 20 
operators in SEE, although neither of them was big enough to make it to SEE TOP 100.

INDUSTRY AT A GLANCE: Telecommunications
by Ilko Mitkovski (SeeNews) 

SEE TOP 20 Telecommunication Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total Revenue 
2008

Total Revenue 
2007

Net Profit/
Loss 2008

Net Profit/
Loss 2007

1 21 Orange Romania SA Romania 1,216.09 1,151.82 404.44 337.60

2 23 Vodafone Romania SA Romania 1,154.08 1,112.09 283.19 244.19

3 29 Telekom Srbija AD* Serbia 939.81 932.60 62.65 146.06

4 30 HT - Hrvatske Telekomunikacije d.d. Croatia 920.88 957.05 327.92 377.27

Retail markets in SEE still to see consolidation and 
increasing competition from international players
The effects from the crisis differ per retail segment. Home electronics and home construction, traditionally related to consumer loans and overall trust in the 
economy, and were heavily hit. On the other hand, food retail is impacted less, but the share promotion in sales is much higher, reducing the margin, worsened by 
overall price pressure.
Companies in the region were fast to design their anti-crisis measures by managing operational effectiveness and cutting costs, as well as by focusing on growth 
through sales promotions, loyalty programs and other means to retain consumption. 
Most of the SEE markets are still very fragmented, although the degree varies from country to country. This attracts international players willing to expand and 
compensate for limited growth opportunities in developed markets. Further consolidation in the markets could be expected to even speed up after the crisis, when 
weaker companies will be taken over by the more successful. With growing consolidation wholesalers lose their main reason for existence and can only survive by 
developing into a logistics service provider or by moving into retail.
Retail companies in the region will need to focus their companies and select the areas to grow. Operational excellence is crucial and will supply the funds to 
participate in the expected consolidation and concentration.
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The telecommunications sector in Southeastern Europe (SEE) held steady and even improved its performance last year despite the global 
financial crisis that brought other businesses to their knees. 

The constant need for communication and reduced mobile services rates brought higher profit margins and increasing market shares to 
operators doing business in the region in 2008. However, the global economic slowdown also brought challenges related to the quality 
of services and the flexibility of tariffs.

The ample opportunities for expansion and soaring revenues on the still unsaturated SEE market are enticing for the telecoms operators 
doing business in the region but the increasing popularity of Internet-based means of telecommunication can dent their profits.

GROWING SEE MARKET
The highly competitive SEE telecommunications market is serving around 61 million people. Regardless of their population numbers, 
even the smallest countries in the region like Albania and Montenegro have at least three mobile operators each.

Montenegro considered calling a tender for a fourth mobile operator in early 2009 and Albania awarded a licence for its fourth wireless 
operator to Kosovo-based Posta dhe Telekomi i Kosoves (PKT) Sh.a.

Fixed-line operators, losing subscribers to the numerous wireless competitors in SEE, are entering the growing market of mobile services 
by setting up their own wireless units. Former state-owned fixed line telecommunication companies in the region, which were sold to 
foreign private owners, were restructured and upgraded and launched mobile telephony arms.

Mobile Units of Fixed-line Telecoms Operators in SEE

Country Fixed-line Operator Mobile unit

Albania Albtelecom Sh.a Eagle Mobile

Bosnia and Herzegovina Telekom Srbija AD m:tel

Bulgaria Bulgarian Telecommunications Company AD Vivatel

Croatia HT-Hrvatske Telekominikacije d.d. T-Mobile

Kosovo Posta dhe Telekomi i Kosoves (PKT) Sh.a. Vala900

Macedonia
Makedonski Telekom AD

T-Mobile

Moldova Moldtelecom SA Unite

Montenegro Crnogorski Telekom a.d. T-Mobile

Slovenia Telecom Slovenije d.d. Mobitel

SEE TOP 20 Telecommunication Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total Revenue 
2008

Total Revenue 
2007

Net Profit/
Loss 2008

Net Profit/
Loss 2007

5 36 Romtelecom SA Romania 846.05 838.02 0.992 21.41

6 48 Mobiltel AD Bulgaria 678.53 643.39 166.36 159.14

7 53 T-Mobile Hrvatska d.o.o. Croatia 641.48 598.20 214.12 181.86

8 71 VIPNet d.o.o. Croatia 528.02 517.62 130.86 138.33

9 76 Bulgarian Telecommunications Company AD Bulgaria 504.48 502.34 16.39 61.49

10 78 Telekom Slovenije d.d. Slovenia 493.82 451.94 95.97 84.67

11 84 Cosmo Bulgaria Mobile EAD Bulgaria 460.06 412.10 53.17 73.42

12 85 RCS & RDS SA Romania 457.61 420.15 -21.17 17.11

13 88 Mobitel d.d. Slovenia 454.94 438.53 58.95 50.60

14 120 Telenor DOO* Serbia 350.57 365.71 38.70 81.52

15 133 BH Telecom d.d. B and H 320.86 313.15 73.13 76.19

16 136 Makedonski Telekomunikacii AD Macedonia 318.68 306.09 101.85 100.67

17 183 Telekom Srpske A.D. B and H 243.09 200.16 60.95 40.44

18 235 Si.Mobil d.d. Slovenia 200.21 188.12 32.07 25.42

19 243 Albanian Mobile Communications Sh.a. Albania 191.30 176.20 100.30 84.60

20 265 Moldtelecom SA Moldova 175.74 151.15 26.75 34.35

(*) denotes net sales revenue
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Albania’s fixed-line penetration rate of 10.07% was the lowest in SEE in 2008, while Montenegro with 56.85% had the highest fixed-
line penetration among the countries in Southeastern Europe. Moldova had the lowest mobile penetration rate in the region last year 
(66.60%), while Bulgaria had the highest one (140.05%).

3G OPPORTUNITIES 
Striving to increase their market shares, telecommunications companies in SEE invested extensively to expand and upgrade their 
networks in 2008. Larger operators usually reinvest their profits, while the smaller ones seek funding from their parent companies.

Seven mobile operators in SEE were granted 3G licences last year and in the first half of 2009, aiming to further boost their performance 
and attract new customers.

Wireless operators in Albania and Kosovo hold only GSM 900 or GSM 900/1800 licences, with Albania intending to grant 3G licences 
later in 2009.

OWNERSHIP
Several telecommunications companies in SEE are still majority state-owned: BH Telecom d.d., Hrvatske Telekomunikacije d.d. Mostar, 
Moldtelecom SA, Telekom Srbija AD and Telecom Slovenije d.d.

Others are majority-owned by foreign peers: Albtelecom Sh.a., Telekom Srpske a.d., HT-Hrvatske Telekominikacije d.d., Crnogorski 
Telekom a.d., Makedonski Telekom AD, and Romtelecom SA.

Telekom Srbija and Romtelecom have announced plans for bourse listing in 2009 but they are yet to decide what stakes to offer 
for trading. Both companies are willing to go public simultaneously on their domestic stock exchanges and on the London Stock 
Exchange. 

Four out of the 41 telecommunications companies operating in SEE are currently traded on stock exchanges in the region: Bulgarian 
Telecommunications Company AD, HT-Hrvatske Telekominikacije d.d., Crnogorski Telekom a.d. and Telecom Slovenije d.d.

Majority Owners of SEE Telecoms

Company name Majority Owner Share

Albania   

Albtelecom Sh.a. (fixed-line) CETEL A.S. (Turkey) 92.00%

Albanian Mobile Communications Sh.a. Cosmote Mobile Telecommunications SA (Greece) 97.60%

Vodafone Albania Sh.a. Vodafone International Holdings B.V. (the Netherlands) 51.00%

Eagle Mobile Albtelecom Sh.a (Albania) 100.00%

Bosnia and Herzegovina   

BH Telecom d.d. (fixed-line) Federation of Bosnia and Herzegovina government 90.00%

Telekom Srpske a.d. (fixed-line) Telekom Srbija AD (Serbia) 65.00%

Hrvatske Telekomunikacije d.d. Mostar (fixed-line ) 
HT Eronet (mobile unit)

Federation of Bosnia and Herzegovina 50.10%

Fixed-line vs. Mobile Penetration in 2008
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Majority Owners of SEE Telecoms

Company name Majority Owner Share

Bulgaria   

Mobiltel AD Mobilkom Austria AG (Austria) 100.00%

Bulgarian Telecommunications Company AD (fixed-line) 
Vivatel (mobile unit)

NEF Telecom Bulgaria OOD (Bulgaria) 93.97%

Cosmo Bulgaria Mobile EAD Cosmote Mobile Telecommunications SA (Greece) 100.00%

Croatia   

HT-Hrvatske Telekominikacije d.d. (fixed-line) Deutsche Telekom AG (Germany) 51.00%

VIPnet d.o.o. Mobilkom Austria AG (Austria) 100.00%

T-Mobile Hrvatska d.o.o. HT-Hrvatske Telekominikacije d.d. (Croatia) 100.00%

Tele2 d.o.o. Tele 2 AB (Sweden) 51.00%

Kosovo   

Posta dhe Telekomi i Kosoves (PKT) Sh.a. (fixed-line) 
Vala900 (mobile unit)

Kosovo government 100.00%

Macedonia   

Cosmofon Mobile Telecommunications AD Telecom Slovenije d.d.(Slovenia) 100.00%

VIP Operator DOOEL Mobilkom Austria AG (Austria) 100.00%

Makedonski Telekom AD (fixed-line) Magyar Telekom Nyrt. (Hungary) 51.00%

T-Mobile Macedonia AD Makedonski Telekom AD (Macedonia) 100.00%

Moldova   

Moldtelecom SA (fixed-line) 
Unite (mobile unit) 

Moldovan government 100.00%

Orange Moldova SA France Telecom SA (France) 94.30%

Moldcell SA Fintur Holdings B.V. (the Netherlands) 99.90%

Eventis Mobile SRL Eventis Telecom Holding Ltd. (Cyprus) 51.00%

Montenegro   

Crnogorski Telekom a.d. (fixed-line) Magyar Telekom Nyrt. (Hungary) 76.53%

T-Mobile Crna Gora d.o.o. Crnogorski Telekom a.d. (Montenegro) 100.00%

M:Tel d.o.o. Telekom Srbija AD (Serbia) 51.00%

Romania   

Romtelecom SA (fixed-line) Hellenic Telecommunications Organization (OTE) SA (Greece) 54.01%

Telemobile SA (ZAPP) Saudi Oger Ltd. (Saudi Arabia) 100.00%

Cosmote Romanian Mobile Telecommunications SA Cosmote Mobile Telecommunications SA (Greece) 70.00%

Vodafone Romania SA Vodafone Group Plc (the UK) 100.00%

Orange Romania SA Orange SA (France) 94.00%

Romanian Cable Systems and Romania Data System (RCS&RDS) (fixed-line) European Privatization & Investment Corporation (Austria) 
and Quadrant Technologies Inc. (USA) 

60.00%

Serbia   

Telekom Srbija AD (fixed-line) JP PPT Saobracaja Srbija (Serbia) 80.00%

VIP Mobile DOO Mobilkom Austria AG (Austria) 100.00%

Telenor DOO Sonofon ASA (Denmark) 100.00%

Slovenia   

Telecom Slovenije d.d. (fixed-line) Slovenian government 52.54%

Si. Mobil d.d. Mobilkom Austria AG (Austria) 100.00%

Mobiltel d.d. Telecom Slovenije d.d.(Slovenia) 100.00%

Debitel Telekomunikacije d.d. ACH d.d. (Slovenia) 88.00%

Tusmobil d.o.o. Tus d.d. (Slovenia) 100.00%
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PROMOTING COMPETITION
Rigorous legislation and incentives 
for market liberalization in the 
telecommunications sector promoted 
competition, with small exceptions, 
throughout the SEE region, according to 
ITU, the leading United Nations agency 
for information and communication 
technology issues.

FOREIGN PRESENCE ON THE 
SEE MARKET
The thriving and unsaturated mobile 
telecommunications market of Southeastern 
Europe happened to be a boon for operators 
based outside the region.

Of these operators, Greece’s Cosmote and 
Mobilkom Austria enjoy the strongest 

presence in the region, each holding 

controlling stakes in five telecoms in five 

different countries. Other foreign majors 

that control telecoms in the SEE region 

are Deutsche Telekom (through Magyar 

Telekom) and France Telecom (through 

Orange).

British telecoms group Vodafone is active 

in SEE through its subsidiaries in Albania 

and Romania.

Market Competition

Country
Fixed-line tele-

coms
Mobile operators

Albania C P

Bosnia and Herzegovina C C

Bulgaria P P

Croatia C C

Macedonia M C

Moldova C C

Montenegro C C

Romania C C

Serbia M C

Slovenia C C

Major Market Players

Major Mobile Operators Footprint

Mobilkom Austria AG (Austria) Bulgaria, Croatia, Macedonia, Serbia, 
Slovenia

Cosmote Mobile Telecommunications 
SA (Greece)

Albania, Bulgaria, Romania

Deutsche Telekom AG (Germany) Croatia, Macedonia, Montenegro

Vodafone Group Plc (the UK) Albania, Romania

France Telecom SA (France) Moldova, Romania

Note: 
M - Monopoly; 
P - Partial competition; 
C - Full competition
Source: 
ITU World Telecommunication 
Regulatory Database
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EU member Bulgaria, traditionally a strong producer and exporter of metals, had nine companies represented in the ranking of the top 
20 metals enterprises. This ranking was led by Romanian steel plant ArcelorMittal Galati with annual revenue of 2.23 billion euro in 
2008, up 5.5% on the year. The ArcelorMittal steel group has four plants in Romania, located in Roman, Iasi, Hunedoara and Galati. 
The plant in Hunedoara ranked 17th, while another company belonging to the same group occupied the eighth place - ArcelorMittal 
d.o.o. Zenica in Bosnia and Herzegovina.

Bulgarian copper smelter Aurubis was the second largest company with revenue of 1.3 billion euro in 2008, but it ended the year with 
a net loss of 86.4 million euro. 

Despite the global economic downturn and shrinking industrial production, most of the metals companies in the sub-ranking either 
raised their revenues compared to 2007 or in the worst case registered a minor decline. Four of them ended 2008 with a loss, the same 
number as in 2007.

The metals sector in Southeastern Europe (SEE) went through the turbulence of restructuring in the post-Communist era in the 1990s 
and some of the largest metal ore mines and smelters found prosperity under foreign investors. The sector flourished until 2007, before 
the global economic downturn began.

STEEL AND BASE METALS
SEE countries produce mainly steel, zinc, lead, copper and aluminium. The region’s biggest steelworks, smelters and refineries are 
located in Bulgaria, Romania, Serbia and Slovenia. Bosnia’s metal industry has been picking up pace over the last five years.

INDUSTRY AT A GLANCE: Metals
by Ilko Mitkovski (SeeNews)

SEE TOP 20 Metals Companies (in millions of euro)

Ranking
SEE TOP100 

Ranking
Company name Country

Total Revenue 
2008

Total Revenue 
2007

Net Profit/Loss 
2008

Net Profit/Loss 
2007

1 8 Arcelormittal Galati SA Romania 2,234.03 2,117.22 151.78 89.96

2 18 Aurubis Bulgaria AD Bulgaria 1,308.50 1,128.27 -86.44 26.76

3 27 U.S. Steel Serbia DOO* Serbia 967.06 907.05 4.91 28.16

4 56 Alro SA Romania 614.92 626.85 62.04 120.84

5 60 Stomana Industry AD Bulgaria 577.21 448.18 48.94 46.88

6 74 IMPOL d.o.o. Slovenia 522.79 495.20 5.50 4.49

7 91 Acroni d.o.o. Slovenia 445.24 469.91 20.81 32.43

8 112 Arcelormittal d.o.o. Zenica B and H 366.58 236.20 N/A 32.31

9 138 Sofia Med AD Bulgaria 316.48 353.97 -28.76 -1.29

10 141 TALUM d.d. Slovenia 310.00 361.95 0.358 9.16

11 143 Mechel Targoviste SA Romania 304.13 230.56 26.68 7.23

12 157 Kremikovtzi AD Bulgaria 285.07 683.54 -498.77 -23.34

13 189 KCM AD Bulgaria 238.14 330.11 N/A 21.84

14 238 Mechel Campia Turzii SA Romania 198.42 140.46 12.21 -7.75

15 249 Assarel Medet AD Bulgaria 188.34 265.76 109.27 106.66

16 260 Tvornica Lakih Metala - TLM d.d. Croatia 179.70 132.77 -5.14 70.46

17 287 Arcelormittal Hunedoara SA Romania 164.49 212.19 0.548 -14.36

18 302 Hus OOD Bulgaria 151.49 109.96 10.14 8.32

19 358 Alcomet AD Bulgaria 113.59 128.79 0.571 1.92

20 369 Ekometal Engineering EOOD Bulgaria 105.20 34.14 28.30 17.88

(*) denotes net sales revenue
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Announced Investments in the SEE Metals Sector in 2008

Company Project (in millions of euro)

Stomana Industry AD (Bulgaria) Production line 79.40

U.S. Steel Serbia DOO (Serbia) Galvanization line 69.00

ArcelorMittal Zenica d.o.o. (Bosnia and Herzegovina) Blast furnace modernisation 63.00

Aluminij d.d. Mostar (Bosnia and Herzegovina) Anode factory 41.00

Alro SA Capacity upgrades 41.00

Kurum International Sh.P.k. (Albania) Installation of shredder 20.00

Kremikovtzi AD (Bulgaria) Rehabilitation of convector and electric furnace 8.00

Gorubso-Madan AD (Bulgaria) Capacity modernisations over 5 years 0.04

Map: Concentration of Metals by Country

Country Type of Metal

Albania Cromium, Nickel

Bosnia and Herzegovina Aluminium, Iron/Steel

Bulgaria Lead/ Zinc, Copper

Croatia Aluminium, Steel

Macedonia Copper, Lead/Zinc, Nickel

Montenegro Aluminium

Moldova Steel, Copper

Serbia Aluminium, Copper, Lead/Zinc, Iron/Steel

Romania Aluminium, Copper, Lead/Zinc, Iron/Steel

Slovenia Aluminium,Lead/Zinc, Steel

CRISIS DETERS INVESTMENT
Falling prices of metals on international markets, suspended or delayed investment projects, and staff cuts dominated the sector at 
the end of 2008. Montenegrin aluminium giant KAP and Bulgarian steel mill Kremikovtzi amassed fresh debt and were headed for a 
closure. Serbia failed to find a buyer for its troubled copper mining and smelting company RTB Bor and in November it called on all 
creditors of the company to claim debt owed to them, totalling some USD 400 mln. Although most metal companies in SEE either 
halted or deeply cut production and laid off employees in the closing quarter of 2008, some allocated money to investment last year. 
They invested mainly in upgrades of their outdated equipment and in environmental projects.

IN PRIVATE OWNERSHIP 
Once pillars of the centrally planned Communist economies of SEE, nearly all leading metal companies in the region are in private 
ownership today. Governments throughout SEE have sought strategic partners for the privatisation of smelting and mining companies. 
The model used in the privatisation process was either a sale to a powerful foreign investor or an acquisition through management-
employee buyout schemes, as was the case of Bulgaria’s KCM 2000 and Slovenia’s Impol 2000 d.d. Foreign investors had a significant 
role in the recovery of former state-owned enterprises in the SEE metals sector. Some of the world’s largest metal companies such 
as Duferco, Vimetco, U.S. Steel Corporation, ArcelorMittal and Norddeutsche Affinerie AG, have already entered the SEE market, 
replacing its outdated technologies with up-to-date know-how and equipment. 

SELLING IN EUROPE
All major SEE smelters and foundries export their output to European destinations. Germany, Austria, Italy, France and the Balkans are 
key markets for SEE metal companies, which generate a large part of their sales revenue.

Long-term trade contracts and proximity to the Western European market are crucial for the choice of export destinations by metal 
companies in SEE.

GLOBAL METAL COMPANIES IN SEE
The privatisations and the subsequent restructuring in the SEE metals sector opened the way for an inflow of foreign investment much 
needed for the modernisation of outdated equipment and production technologies in SEE factories.

Big regional companies like Sidenor Steel Products Manufacturing Company SA (Greece), Halcor SA Metal Works (Greece), SIJ – 
Slovenska industrija jekla d.d. (Slovenia) and Kurum Demir Sanayi ve Ticaret Metalenerji AS (Turkey) also bought metal production 
plants in SEE to strengthen their positions.
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Companies across Southeastern Europe 
delayed or abandoned plans for initial public 
offerings (IPOs) last year because of the 
global economic downturn which increased 
risk aversion among investors. Some IPOs 
that were already launched ended in failure 
in the first half of 2008.The largest stock 
markets in the region (Bulgaria, Romania, 
Croatia, Slovenia and Serbia) saw most of 
their value disappearing in 2008 as heavy 
losses on international markets translated 
into extremely low liquidity, slumping 
prices and shrinking turnovers for the much 
smaller regional bourses.

The bourses in Ljubljana and Zagreb lost 
two-thirds of their market capitalisation 
in 2008 as stock prices slumped in panic 
selling after strong rallies in the previous 
three years. The Bucharest stock market 
lost 70% of its value in 2008. The 2008 
slump was even deeper for the bourses in 
Belgrade (76%) and Sofia (80%).

The steep decline made most SEE 
companies that planned to go public
shelve their plans and wait for investors to 
return to the stock market. In Romania, 
the biggest country in SEE, several local 

issuers put their IPO plans on hold last 
year: the local unit of Austria’s Erste 
Bank - Banca Comerciala Romana (BCR), 
and state-owned companies Romtelecom, 
nuclear plant operator Nuclearelectrica, 
restitution investment fund Proprietatea, 
the Henri Coanda and the Baneasa-Aurel 
Vlaicu international airports, and four of 
the country’s sea and river port operators. 

In Bulgaria, vegetable oil producer Biser 
Oliva also delayed indefinitely its planned 
IPO. In March 2008 Elana Financial 
Holding, which comprises Elana Property 
Management, Elana Trading brokerage, 
Elana Fund Management, and Elana 
Investment consultancy, announced it 
would go public by the end of the year 
to back its growth and expand abroad. 
However, market woes forced Elana 
Financial Holding to put its flotation on 
hold. Bulgarian blue-chip drug maker 
Sopharma, however, has not postponed 
yet its plan to list on the Warsaw Stock 
Exchange by the end of 2009. Some 20 
companies floated their shares on the Sofia 
bourse in 2007 and another 60 firms had 
announced plans to do so before the crisis 

gripped the Bulgarian capital market.

Apart from the short-lived agility of the 
Ljubljana Stock Exchange in 2008 that 
was a result of the IPOs of Slovenian 
insurers Pozavarovalnica Sava (in June) and 
Zavarovalnica Triglav (in September), there 
has been little interest from local companies 
in going public since then.

Serbia announced in August 2008 it planned 
simultaneous listing of Telekom Srbija on the 
London Stock Exchange and the Belgrade 
Stock Exchange in 2009. It was set to be 
the first big IPO of a state-owned company 
on the Serbian stock market. Other Serbian 
state-controlled companies, which are to be 
privatised via the capital market, include oil 
monopoly Naftna Industrija Srbije (NIS), 
power utility Elektroprivreda Srbije (EPS), 
JAT Airways flag carrier, the Belgrade 
international airport operator Nikola Tesla 
and the largest drug maker Galenika. 
Most SEE companies that have delayed their 
IPOs, are waiting for the economic crisis to 
end and investors’ confidence to revive in 
order to resume seeking fresh funding for 
their businesses on the capital market.

IPO: Crisis Erases IPO Plans in SEE in 2008 

Private Companies That Have Shelved IPOs

Company Industry Country Bourse

Sopharma Pharmaceuticals Bulgaria WSE

Biser Oliva Fats/Oils Bulgaria BSE

Elana Financial Holding Diversified Holding Bulgaria BSE

Zagreb Holding-owned REIT Investment Funds Croatia ZSE

Zagreb Holding-owned Zagreb Centrum Construction/Real Estate Croatia ZSE

Banca Comerciala Romana Banking Romania BVB

Baneasa-Aurel Vlaicu airport Airport Operator Romania BVB

Constanta Sea Port operator Ports Operator Romania BVB

Constanta-based company running the canals that 
link the Danube river with the Black Sea

Ports Operator Romania BVB

Galati Danube-Sea Ports operator Ports Operator Romania BVB

Giurgiu Danube River Ports operator Ports Operator Romania BVB

Henri Coanda airport Airport Operator Romania BVB

Nuclearelectrica Nuclear Energy Romania BVB

Proprietatea Investment Funds Romania BVB

Romtelecom Telecommunications Romania BVB

Elektroprivreda Srbije (EPS) Electricity Serbia BELEX

Galenika Pharmaceuticals Serbia BELEX

JAT Airways Airlines Serbia BELEX

Naftna Industrija Srbije (NIS) Petroleum/Natural Gas Serbia BELEX

Nikola Tesla Airport Operator Serbia BELEX

Telekom Srbija Telecommunications Serbia LSE/BELEX
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Expert Opinion: Companies In Southeastern Europe
Wait For Better Times To Go Public
by Rumen Sokolov

The accession of Bulgaria and Romania 
to the European Union and the hopes 
of several other countries in the Balkans 
for the start of membership negotiations 
with the bloc gave a strong impetus to the 
capital markets of these countries in 2006 
and 2007.

The growth momentum of almost all 
major economies in the world over that 
period was an additional incentive for 
many institutional and individual investors 
to turn their eyes to the capital markets of 
Southeastern Europe (SEE). 

The abundance of investors ready to buy 
stocks made an increasing number of 
non-public companies look at the stock 
exchanges in and outside the region as a 
place where they can easily raise funds for 
financing their activities.

The boom in initial public offerings 
(IPOs) in SEE took place exactly in the 
2006 - 2007 period, with some companies 
in the region continuing to list even in 
early 2008, when the global crisis was 
deepening.

 The financial crisis that began in the U.S. 
in 2007 and quickly engulfed Europe 
had a strong negative impact on capital 
markets worldwide, demand for shares 
slumped and led to delays in IPO plans of 

many companies. From the beginning of 
this year until the end of August none of 
the SEE countries has seen an initial public 
offering of in its classical form - through 
the issuance of shares with the purpose 
of raising the company’s capital and the 
subsequent admission of these shares for 
trading on a stock exchange. 

There were secondary listings of 
companies in these countries in the first 
eight months of 2009 but the issuers 
intend to increase their capital through 
IPOs when the situation of the financial 
markets improves. 

Bulgaria, where more than 60 companies 
declared in 2007 that they intend to go 
public in the next two years, represents 
a compelling example. Just three initial 
public offerings were made in Bulgaria 
last year and there has been no classical 
IPO so far in 2009. However, 11 new 
issues have been registered for trading 
on the Bulgarian Stock Exchange - Sofia 
through August 

The most interesting of these was the new 
share issue of Chimimport through which 
the company raised almost 200 million 
levs (102 million euro) from the market. 
On the one side, this equity placing was 
meant to increase the company’s capital, 
but, on the other, this type of shares is 
different from Chimimport’s shares already 
traded on the market: they are privileged 
and actually are quite a separate issue for 
the market.

At the same time several Bulgarian 
companies have their prospectuses already 
confirmed by the Financial Supervision 
Commission and wait for better times to 
make initial public offerings of shares. 
One of the would-be issuers is Investbank 
which would increase the number of banks 
listed on the BSE-Sofia. Voluntary health 
insurer DOM Zdrave, Aluplast, FairPlay 
Agricultural Fund, Darvoobrabotvane 
VT and Biser Oliva all have their IPO 
prospectuses rubber-stamped. BG Agro 

has a prospectus for offering of its existing 
shares confirmed.

At the beginning of 2009, Serbia’s 
Finance Ministry said it expected to have 
at least one successful IPO by the year’s 
end but none has been implemented so 
far. Representatives of the Romanian 
bourse have held a series of meetings 
with non-public companies in different 
regions of the country in order to promote 
its equity market. BSE-Sofia staged a 
similar promotion campaign in 2006 - 
2007 when market conditions were much 
more favourable for IPOs. Bulgarian and 
Romanian stock exchanges and other 
bourses in the region surely will continue 
to actively woo new issuers to their 
trading floors because it is beneficial to 
all – the exchanges, the investors, and the 
companies.

Besides IPOs, the sale of stakes in state-
owned companies on the stock exchanges 
in SEE can provide a strong push to these 
markets in the current crisis. Plans to sell 
state assets on local bourses have been 
announced by the governments of almost 
all countries in the region.

Initial public offerings of shares, plans for 
which have already been declared in some 
SEE countries, can be expected in the 
first half of 2010 if there is a sustainable 
improvement in the financial environment 
i.e. if investor confidence is restored on 
both global and regional scale. More 
serious efforts in this respect by a large 
number of companies can be expected no 
earlier than late 2010 or early 2011 and 
this only if equity markets worldwide 
have stabilised and are in as good a shape 
as they were in 2006-2007.

If, however, markets fail to show a 
sustained recovery in the next few 
months, the companies that want to go 
public would hardly dare do so soon, 
simply because their owners cannot hope 
for a fair assessment of the value of their 
companies. 

Rumen Sokolov, Senior Expert Attracting New Issu-
ers, Bulgarian Stock Exchange – Sofia
Manager Financial Markets Service, a subsidiary of 
the Bulgarian Stock Exchange – Sofia

SEE IPOs On Hold

40 SEE IPOs On Hold

page 40



page 41



SEE Corporate Management

42 SEE Corporate Management

page 42

CEOs of SEE TOP 100 Companies

Company Name CEO

Acroni d.o.o. Slavko Kanalec

AETs Kozloduy EAD Ivan Kirov Genov

Agrokor-Trgovina d.d. Ivanka Zlopasa

Alro SA Gheorge Dobra

Arabesque SRL Virgil Cezar Rapotan

Arcelormittal Galati SA Augustine Kochuparampil

ASA Group Nihad Imamovic

Aurubis Bulgaria AD Nicolas Treand

Automobile Dacia SA Francois Fourmont

British American Tobacco (Romania) Trading SRL Bart Maas

Bulgargaz Holding EAD Dimitar Ivanov Gogov

Bulgarian Telecommunications Company AD Bernard Jean LucMoscheni

C.N.T.E.E. Transelectrica SA Adrian Baicusi

Carrefour Romania SA Patrice Lespagnol

CEZ Elektro Bulgaria AD Kremena Stoyanova 

CFR - Calatori SA Razvan Laurentiu Stoica

CFR - Marfa SA Mihai Frasinoi

CFR SA Ion Garoseanu

Coca-Cola HBC Romania SRL Calin Dragan

CNADNR SA Dorina Tiron

Complexul Energetic Turceni SA Eugen Tunaru

Cosmo Bulgaria Mobile EAD Haris Kotsibos

Daewoo-Mangalia Heavy Industries SA Vasile Iorga

Delta M DOO Ivana Veselinovic

E.ON Gaz Romania SA Dan Morari

Electrica SA Ioan Folescu

Electrocentrale Bucuresti SA N/A

Enel Distributie Muntenia SA Rosario Vallro

Engrotus d.d. Aleksander Svetelsek 

GDF SUEZ Energy Romania SA David Yvonnick

Geoplin d.o.o. Alojz Stana

Gorenje d.d. Franjo Bobinac

HEP-Operator Distribucijskog Sustava d.o.o. Miso Jurkovic

HEP-proizvodnja d.o.o. Petar Cubelic

Hidroelectrica SA Mihai David

Holding Slovenske Elektrarne d.o.o. Viljem Pozeb

Hrvatska Elektroprivreda d.d. Ivan Mravak

HT - Hrvatske Telekomunikacije d.d. Ivica Mudrinic

IMPOL d.o.o. Jernej Cokl

INA d.d. Laszlo Geszti

Interagro SA Ioan Niculae

J.T. International (Romania) SRL N/A

JP Elektroprivreda BiH d.d. Amer Jerlagic

JP Elektroprivreda Srbije Dragomir Markovic

JP Srbijagas Dusan Bajatovic

K and K Electronics OOD Nikolay Ivanov Kitov

Kaufland Romania SC Adrian Viman

Konzum d.d. Darko Knez

Krka d.d. Joze Colaric

Lek d.d. Vojmir Urlep

The list below contains the names of the chief executive officers (CEOs) of all SEE TOP 100 companies in alphabetic order. 
The list is not a ranking and should be used for reference only.

CEOs of SEE TOP 100 Companies

Company Name CEO

Lukoil - Beopetrol AD Aleksandr Panfilov 

Lukoil Neftochim Burgas AD Sergey Andronov

Lukoil Romania SRL Constantin Tampiza

Lukoil-Bulgaria EOOD Valentin Zlatev

Mediplus Exim SRL Robert Popescu 

Merkur d.d. Bine Kordez

Metro Cash and Carry SRL Dusan Wilms

Mobiltel AD Andreas Maierhofer 

Mobitel d.d. Klavdij Godnic

MOL Romania Petroleum Products SRL Zsolt Szalay

Moldovagaz SA Alexandru Gusev

Naftex Petrol EOOD Yordan Goergiev

Naftna Industrija Srbije AD Kiril Kravcenko

Natsionalna Elektricheska Kompania EAD Georgi Mikov

Okta AD Lapmros Zogopoulos

Oltchim SA Roibu Constantin

OMV Bulgaria OOD Teodora Georgieva-Mileva

OMV Hrvatska d.o.o. Rainer Schlang

OMV Romania Mineraloel SRL Rainer Schlang 

OMV Slovenija d.o.o. Dimitrij Zadel

Orange Romania SA Thierry Millet

Overgas Inc. AD Sasho Georgiev Donchev

Petrol AD Svetoslav Yordanov

Petrol d.d. Alenka Vrhovnik Tezak

Petrom SA Mariana Gheorghe

Petrotel Lukoil SA Igor Ghenadievici Kuzmin

Philip Morris Romania SRL N/A

Porsche Romania SRL Brent Valmar

Poslovni Sisitem Mercator d.d. Ziga Debeljak

RCS & RDS SA Alexandru Oprea

real,- Hypermarket Romania SRL N/A

Renault Industrie Roumanie SRL Philippe Prevel

Revoz d.d. Ales Bratoz

Romgaz SA Marcel Adrian Piteiu

Rompetrol Downstream SRL Dan Rosu

Rompetrol Rafinare SA Vasile Cosmin Turcu

Romtelecom SA Yorgos Ioannidis

Salbatring International d.o.o. Hetem Ramadani

SCT d.d. Ivan Zidar

Selgros Cash& Carry SRL Alexandru Vlad

Slovenske Zeleznice d.o.o. Ales Tavcar

Stomana Industry AD Emil Zhivkov

Telekom Slovenije d.d. Bojan Dremelj 

Telekom Srbija AD Branko Radujko 

T-Mobile Hrvatska d.o.o. Rainer Rathgeber

U.S. Steel Serbia DOO Matthew Perkins

VIPNet d.o.o. Mladen Pejkovic

Vodafone Romania SA Liliana Solomon

YugoRosGaz AD Vladimir V. Koldin

Zagrebacki Holding d.o.o. Ivo Covic
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Emerging market economies in SEE have 
already built a history in management practices 
in the last two decades with unprecedented 
challenges, successes and disappointments. 
Our experience in providing management 
consultancy support to various companies in the 
region shows that a clear corporate strategy with 
explicit choices in market positioning is a main 
driver of success. Their importance is reinforced 
in turbulent times such as the times corporate 
world is facing now. Corporate strategy and 
market positioning can be used to ensure the 
focus of all intellectual, management and 
financial resources to strengthen the companies’ 
performance and increase competitiveness of 
the core business.

Corporate strategy and market positioning 
are not an open choice, especially for relatively 
small companies in our region. Companies have 
to not only look at market opportunities, but 
need to have most of all a clear picture of the 
current strengths and capabilities. In what areas 
are we as a company able to be better, better 
than domestic and better than international 
competition? Does this mean that the company 
has to withdraw in market niches or is there 
an opportunity to become a regional leader? 
How does this differ for each market segment, 
will this relative position towards competitors 
remain the same and what strengths that can 
be exploited and weaknesses that need to be 
repaired does your company possess?

Since resources are scarce and money is no 
longer a commodity, now is the time to sharpen 
this evaluation and to align management with 
a clear understanding on what the focus of the 
company must be in the coming years.

• Assessment of market segments: it is 
essential to re-evaluate the attractiveness of 
the market segments you are present in. Is 
your market still protected against potential 
competition? Are regulatory changes to be 
expected which might change the face of 
competition? 

• Review positioning within respective 
segments: examine the impact of the crisis on 
consumers, on competition and the competitive 
landscape. Is the role of the price changing in 
the perception of the customers? Is the current 
crisis spurring a shift in consumer behavior? 

• Test of strengths and weaknesses within 
respective segments: as the crisis changes the 
attractiveness of market segments and the 
competitive landscape within those, also your 
set of strengths and weaknesses will be affected. 
You have to investigate the sustainability of your 

strengths in the light of the crisis and the need 
to develop new ones triggered by the discovery 
of further interesting market segments.

The analysis of the segments based on the key 
assumptions of the respective scenario will 
serve as a kind of “stress-testing” and will allow 
making choices between segments. 

Second, the impact of decreasing sales on 
parameters like innovation, purchasing and 
production & logistics needs to be understood. 
Where does the crisis hit the company hardest 
and in what areas the action plans must be 
developed immediately to minimize risks and 
grasp potential opportunities. The core of the 
business will be evaluated to adapt cost to 
lower revenue levels, while keeping the crucial 
capabilities intact. Solutions must go beyond 
the company’s four walls. For each major cost 
block the risks must be assessed in the light of 
the three different scenarios and the ability to 
adapt and ‘breathe’ with revenues. The Figure 
2 below exemplarily shows typical costs blocks, 
their associated risks due to the crisis and 
possible actions to face the risks.

Besides checking the exposure of the above 
mentioned main parameters to the negative 
effects of the crisis, successful companies also try 
to identify opportunities in times of economic 
downturn and start actions accordingly. 
This anti-cyclical behavior could help escape 
the general downwards trend of decreasing 
demand, overcapacity, falling prices and 
diminishing profitability. This will be shown in 
a few examples.

In the area of innovation management, 
promising activities could be pushed when the 
market is reducing activities. With those selected 
investments, companies should try to establish 

an advantage in terms of knowhow and time-
to-market relative to their competition which 
will later on, after the crisis, be hard to catch up 
for others. Furthermore, if innovation partners 
are under pressure by the crisis, it might be 
possible to renegotiate innovation cooperation 
contracts with new terms and new partners. 

In labor intensive segments like production & 
logistics as well as SG&A, a general economic 
crisis can be the time to push unpopular levers to 
flexibilize the workforce. In the production area, 
a crisis - where everything is questioned - can 
be just the right time set up new productivity 
standards, to improve the production and/ or 
logistics footprint and to consolidate crusted 
structures. Procedures which “had always been 
like this …” can now be changed.

Referring back to the above presented 
comprehensive action oriented framework, we 
want to stress that especially the analysis of cost 
positions and development of cost management 
levers can be used as a very helpful basis for 
ensuring a sustainable communication with 
key stakeholders. It not only shows that the 
company takes the current economic turmoil 
very seriously by estimating the effect of 
different sales decrease scenarios but that the 
company prepares itself with concrete actions 
in all major areas to deal with the turbulent 
times ahead.

Furthermore, the derived opportunities in the 
areas of Innovation, Purchasing, Production 
&Logistics, SG&A and Financing show levers to 
capture those opportunities in the crisis. Those 
levers then have to be put in concrete terms 
by detailing them and estimating their effect 
to stabilize sales and especially to generate 
immediate cash flow improvements.

Managing Business in SEE

Innovation

Risk / 
cost flexibility Actions

Medium cost flexibility as Innovation activities can 
be reduced (cost of losing future competitiveness)
Innovation cooperation contracts 
with partners

Continuously control Innovation activities and 
rigorously stop unsuccessful ones
Outsource innovation activities to be more flexible 
with own efforts

Supplier bankruptcy
Cost flexibility potentially reduced by long-term 
supply contracts and pricefluctuation

Reduce supply complexity & renegotiate
Supplier Fitness Program for allining suppliers
Establish flexible price adaption

Cost flexibility low due to short-term fix blocks 
like machinery, labor
Overcapacities
Non-competitive factor costs

Challenge fixed costs in all areas
Flex labor costs
Whatch/lower factor costs
Sell assets, optimize footprint

Overcapacities & organizational slack
Unclear sales effect of marketing activities

Rigoruosly outsource non-core activities
Introduce shared-services
Introduce marketing activities effectiveness 
controlling

Increased cost of capital
Loss of / restricted access to bank loans
Restricted 3rd party funding
Restricted capital markets

Challenge all investments
Access alternative funding sources
Access cash position & project financing need
Free-up capital by working capital optimization

Purchasing
(row materials, components, 

services)

Production & Logistics
(labor, machinery, warehouse)

SG&A
(labor, marketing)

Financing

Typical cost blocks, their associated risks and possible counter-actions

by A.T. Kearney



Smart Cost Cutting in Times of Economic 
Crisis – How to Emerge Stronger Than Before 

The current crisis and the speed of its 
development caught many companies around 
the world off guard. Besides the general demand 
slump and staggering sales in all industries, 
this crisis became especially menacing for many 
companies as it hit them in a phase where 
they financed future growth with a higher 
degree of short term loans than usual (as short 
term money was rather cheap). In the current 
conditions, existing loans have to be paid back 
short term and no new loans are available. 
In SEE, companies face the same challenges, 
combined with one region-specific drawback – 
their size is not always enough to compete with 
the big multinationals.

Financial freedom is urgently needed and 
companies focus on cost reduction topics. But 
rather than taking a systematic approach to this, 
managers seem to respond to the crisis by taking 
action in the obvious areas: conserve capital and 
control expenses by freezing investments and 
sale of assets. No doubt, these are necessary 
measures. However, most companies from 
the region still do not use scenario planning 
as a necessary business tool to predict future 
cash needs and to identify divestments and 
sustainable cost reduction areas.

To actively take on the challenges of the current 
situation and to capture the opportunities 
that are currently emerging, we recommend 
an action oriented framework based on five 
pillars: be prepared for different scenarios for 
economic development, ensure sustainable 
cash flow, introduce corporate fitness program, 
communicate actively with stakeholders and be 
aware of opportunities. This article will focus 
on the first three pillars.

1. Develop scenarios – predict the likely 
market developments and risks. Based on the 

developed scenarios, actions can be identified 
that need to be taken in any scenario, be it to 
master risks or to capture opportunities

2. Ensure a healthy cash flow – to ensure 
immediate cash flow, companies have to review 
and mobilize the internal resources available. 
We identify seven sources, which could be 
tackled in a relatively short- to mid-term

3. Shape corporate fitness in and for the 
crisis

The set up of an overall Corporate Fitness 

Program targets to reach sustainable cost 
competitiveness by taking out unnecessary cost 
and by strengthening the key value adding 
activities. Companies can establish a benchmark 
baseline by identifying and analyzing the 
main cost drivers in order to develop first 
improvement hypotheses to quantify high level 
opportunities. Through workshops with key 

managers, ideas how to close the gaps and what 
actions need to be taken to make that happen 
could be discussed and prioritized.

In order to be able to successfully implement 
these three pillars, companies need to actively 
communicate all measures taken with all key 
stakeholders – not only banks and analysts, 
but also customers, business partners, 
suppliers, employees, unions. Last but not 
least, companies should not forget that the 
crisis also “hides” many opportunities. There 

are acquisition targets available at economic 
prices again, which build opportunities to grow 
the core parts of the business with selective 
acquisitions or may it be renegotiation of 
existing purchasing conditions
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Characteristics Impact

Low Medium High Very high

More likely 
scenarios

Less likely 
scenarios

Staggering Sales

Black Eye

Business Inferno

•Sales drop by 20%
•General dip in customer demand
•Sales of a few markets or 

products decline

•Sales drop by 40%
•Recession in all market & product 

segments
•Complete collapse of several 

main customers

•Sales drop by 60%
•Severe recession
•Complete collapse of main 

markets and/ or customers

•Missing scale effects in 
purchasing

•Need to reduce temp. labor
•Need to cut down flexible costs

•Need to stop important R&D 
projects

•Production stops
•Salary reductions

•Sell-out of assets
•Staff lay-offs
•Fix costs can not be covered 
•Negative cash flow

Working capital 
reduction

•Decrease Accounts receivable - customer segmentation, revision of payment targets and methods,  
aggressive management of past dues

•Increase Accounts payable - supplier segmentation, renegotiation of terms and conditions 
•Decrease Inventory - management of slow moving articles, reduction of complexity and number of  
SKUs, better planning

Validation of planned 
investments

•Investments will be mapped according to their strategic and financial justification
•Depending on the definite scenario occurring actions are taken to adapt, postpone or cut the 
individual investment

Cost center budget 
audit

•Step 1: review of underlying business and scenario planning
•Step 2: analysis of cost positions 
•Step 3: recalibration of cost center budgets

Immediate purchasing 
quick wins

•A quick sourcing assessment to assess a company’s cost position and indicate the savings potential  
could be done

Reduction of flex 
workers and hiring 

freeze
•Re -deployment, reduction in working hours as well as workforce reduction

IT development 
validation

•Technology architecture and lifecycle analysis 
•Service and application delivery process excellence 
•Infrastructure TCO (total cost of ownership) best in class operations improvement 
•IT strategic sourcing improvement 

Debt restructuring •Several options exist which differ in liquidity impact and money requirements - debt buyback,   
refinancing, deleveraging M&A, new money restructuring, debt conversion

Scenario development

Levers for immediate cash flow improvement

by A.T. Kearney

A.T. Kearney is a global management 
consulting firm that uses strategic 
insight, tailored solutions and a 

collaborative working style to help 
clients achieve sustainable results. 
Since 1926, we have been trusted 

advisors on CEO-agenda issues to the 
world’s leading corporations across 
all major industries. A.T. Kearney’s 
offices are located in major business 

centers in 36 countries.

www.atkearney.com
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Founded in 1991 as a business consulting company and a publishing house of guides and monographs in the field of law, Ciela (www.
ciela.net) has since expanded into the fields of reference and legal information systems and software services. The company, which 
launched its first legal information system in 1996, now offers over 15 software products in the field of law, European law, economics, 
accounting, customs, energy, construction, education, etc. Ciela publishes more than 250 new titles per year, including textbooks and 
training aids, dictionaries, collections of legislative acts and court decisions, monographs and studies, fiction books.

Vesselin Todorov, Managing Director Ciela 

Q: Ciela is a leading publisher of legal, finance, 
business, and other reference books in Bulgaria. 
What is your current market share? Do you 
expect a significant change? 
A: For some 18 years now Ciela has been 
publishing professional and academic 
literature. We have specialised in the sphere 
of law and economics but we also have a 
number of publications in technology, 
computer studies, medicine, etc. We are 
also the biggest publisher of Bulgarian 
fiction. In the sphere of law and economics 
our share is nearly 50%. We have a 
somewhat bigger share in legal and data 
retrieval software. Unfortunately, there 
is no accurate statistics available and this 
data is rather an assessment based on the 
turnover declared by the leading companies 
in these sectors.
The market for specialised literature and 
data retrieval software is rather dynamic. 
On the one hand, these books are short-lived 
due to the need for constant updates, and 
on the other, competition is quite serious in 
as far as good profit can be achieved. 
So far, the change in our market share 
has always been positive. We can say we 
became the biggest company in this sector 
some time during the 2005-2007 period.
We can say that this market has reached 
a degree of high maturity and many of 
the less professional and accidental players 
have withdrawn.
Q: What is the relative share of each of these in 
your portfolio? How has it been changing over 
time? 
A: Ciela started operations in the beginning 

of 1991 as a publisher of legal literature. 
Later on, in 1996 work began on the 
first version of our software products. 
Since 1991 we have been involved in the 
organisation of seminars, conferences 
and other trainings in the sphere of law, 
accounting and finance. Since 2006 we 
have been investing in book trading. We 
also own one of the most popular online 
book stores, Mobilis. If we compare these 
activities in terms of turnover, it may turn 
out that software (including developing, 
licences and services) holds a 40% share, 
book trade 35%, book publishing 20% and 
seminars and trainings 5%. We expect the 
sharpest rise in software and book trade. 
It is hard to say which one is the most 
prospective sphere. If one could be accurate 
in his forecasts we would probably have 
organised many of our operations in a 
different manner. It is not always the high 
tech businesses that are more profitable 
than the traditional ones. However, the 
profit margin for the time being is higher in 
software, in as far as investments are lower 
and turnover is bigger. This, however, is 
a temporary state of affairs and our rivals 
are unlikely to miss the opportunity for 
profitable investments.
Our products and services are not directly 
connected with the sphere of finance and 
the effect of the crisis can be felt most of 
all in the lower purchasing power and cost-
cutting psychosis. 
Q: Has the global financial crisis affected your 
business?
A: The global financial crisis has had no 
direct effect on Ciela in as far as we, to a 
great degree, operate locally in Bulgaria. 
Our foreign clients are predominantly 
consumers of our products containing 
translations of Bulgarian legislation in 
English and Russian languages. The 
economic crisis in Bulgaria in particular 
does not have a very grave effect on our 
business. There is a fall in sales outside 
Sofia, mostly in book trade. On the other 
hand, we have a number of new products in 
the area of software solutions and seminars 
and trainings. We expect a rise by some 
30% in sales as compared to last year.
Q: Which are the main projects on which you are 
working at the moment? 

Interview: Bulgarian Legal Software/Book Publisher Ciela 
Sees ‘09 Sales Rising 30% 

A: At present we are working on a project 
connected with the development of the 
e-government’s system together with 
Hewlett Packard. We have two four-
year projects for maintenance of the 
e-government systems. We also have a long-
term contract for the digitalisation of the 
commercial register. We are also contractors 
on several projects of the Supreme Judicial 
Council in the area of e-justice. Several days 
ago we launched a significant project for 
the Education Ministry connected with the 
centralisation of financial accountability and 
control over the financial management and 
administration of schools. The overall worth 
of the above-mentioned projects is some 10 
million BGN, as we are conducting with 
partners outside the company part of the 
activities under these projects. We see great 
prospects for development before us in the 
area of e-government. We believe that this 
is a very important task for Bulgaria and a 
successful implementation of the goals in 
this area will lead to a considerable drop in 
red tape problems.
Q: Which are the main challenges on the market 
you operate on?
A: In general, there is the threat - or 
opportunity, depending on the point of 
view - of the entry of big foreign investors. 
For the time being, there have been only 
isolated, minor attempts. Another big 
risk is the possibility that the state starts 
doing part of what we do. Nowhere in 
the world have such steps led to anything 
good but attempts by the state to become a 
businessman persist. It is absurd for a state 
to create and maintain legal data retrieval 
systems, to publish schoolbooks, to trade in 
books, to offer software consultations, but 
still, in many European countries such a 
practice does exist. Bulgaria is quite liberal 
in this respect. 
Q: Do you plan expansion of your business in the 
country? Do you plan to enter foreign markets?
A: For the time being, we see our 
development in Bulgaria only in the areas 
in which we are operating. In times of an 
economic crisis whose end is unclear, it 
does not seem wise to invest in unfamiliar 
spheres. For this reason, we have no 
immediate plans to enter foreign markets. 
We could consider this option after a year.
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Founded in 1990, Planex Ltd (www.planexbg.com) is the biggest unit of Bulgarian construction group Planex Holding. The company 
specialises in residentail, public, office and commercial property development. Planex Ltd., which employs around 1200, has an average 
annual area of completed construction works of around 150 000 square metres. The company ended last year with a net profit of 11.124 
million levs ($8.0 million/5.7 million euro), down from a net profit of 15.520 million levs in 2007.

Hristo Dimitrov, Managing Partner Planex Ltd

Q: How did the crisis affect the business of your 
company last year?
A: In the construction industry, the global 
crisis has resulted mainly in the lack 
of fresh money for investment in new 
buildings. And this applies not only to 
Bulgaria but to the global construction 
industry: there has been a reduction in 
building and development activity and 
suspension of numerous projects. Planex 
has encountered much the same setbacks 
– some investors temporally put on hold 
their projects due to lack of financing or 
because of the uncertainty about future 
implementation of these projects. Others 
have only slowed down the construction 
process and extended the completion period. 
Contracting new projects now is a very 
long process compared to year 2007/2008. 
There have been delays in payment for 
completed work and developers have to 
finance investors instead of banks. This 
affects all companies in the chain such as 
suppliers and subcontractors. However, we 
have coped with the emerging challenges 
so far because we have more organisational 
reserves and resources in comparison with 
the smaller companies in the industry. 
Q: What steps have you taken to weather the 
crisis in 2009 and 2010?
A: We had already optimised our activities 
and costs by the end of year 2008. We are 
constantly aiming at product diversification 
– a diversity of projects regardless of their 
size and budget. It is very hard because 
everyone is feeling on shaky ground and is 
looking for a better time to come. We have 
strengthened our quality control policy 
because, in the current crisis situation, we 
cannot afford to make mistakes. Therefore, 

we have started providing better training 
to our workers – we will need skilled 
workers even after the crisis is over. We 
have downsized some positions and labour 
costs to the extent possible. We seek flexible 
payment schedules among investors and 
subcontractors, and negotiating the 
lowest possible prices for labour and 
materials. Due to the low efficiency of 
the administration Bulgarian companies 
currently cannot use any EU funds – 
otherwise, it would be like a breath of fresh 
air for the construction industry. There 
are very few public procurement projects 
and they are all suspicious in terms of 
contractor selection. The government does 
not support the construction sector. And, 
it can certainly support it by providing, 
for example, financing for first-time home 
buyers or for refurbishment programmes 
for residential buildings.
Q: Has the crisis brought new opportunities for 
the development and expansion of your business? 
A: One upside for our sector from the 
ongoing crisis is that it will result in the 
withdrawing of many of those lured by the 
quick-buck opportunities that we had in 
the last 4-5 years. Only the experienced 
and flexible companies have a chance to 
survive and even expand their business. 
Planex is aiming to develop its business in 
sectors, which we have somehow ignored 
so far, for example small and rapidly 
doable buildings. Until last year we were 
aiming at bigger projects. Now, we have 
interest in small developments too – we 
have a good organisation, we work fast and 
we give investors a long-term guarantee. 
We are gathering know-how for the 
development and construction of passive 
buildings, because we believe the future 
is in such buildings. Today, it seems that 
passive buildings are quite an unprofitable 
luxury in Bulgaria, but the technological 
advance and the existence of a special 
government policy will make these types 
of developments necessary. 
Q: What are your expectations about the future 
development of the construction services market in 
Bulgaria? Will investors return, and when and 
what will they mostly invest in? 
A: Until last year in Bulgaria there was 
a boom in the construction of shopping 
malls, hotels and resorts, which now 
remain empty. I hope that investors have 

Interview: Crisis-hit Bulgarian Construction Sector Hopes 
for 70% of 2007 Sales Volume in 2009

learnt their lesson and will not act on the 
spur of the moment anymore by simply 
following the latest trends. If EU funding 
resumes, in the next few years I expect a 
certain growth of investment in agriculture 
and the food industry, e.g. construction 
of farm buildings and production sites. 
The construction of residential buildings 
will continue because of the existence 
of outdated residential buildings in the 
country. I also foresee refurbishment 
projects in residential buildings but only 
if we find mechanisms to finance such 
projects with government funds. So, when 
the economy gets back on track, the state 
of the construction industry will improve. 
Last year’s profit levels will hardly be 
revisited but if we can reach even 70% of 
the volume of the 2007 market, it will be a 
great success for the industry. In Bulgaria, 
the bottom has not been reached yet due 
to inadequate state policy and corruption. 
I hope that the new Bulgarian government 
will act quickly to tackle with the crisis. 
I expect that a stabilisation will begin at 
the beginning of 2010. And developers 
will build what investors have estimated as 
profitable and, I hope, this process will be 
tied to a meaningful national development 
strategy. 
Q: What challenges does the Bulgarian 
construction industry currently encounter? 
A: The construction industry went 
through a very fast growth during the 
last few years and now it moves to a 
quality selection process, where only 
those who have planned and invested in 
technologies and people will survive. We 
should retain the achievements we have 
made so far. What will be important for 
the construction industry in Bulgaria in 
the next few years is the establishment of 
effective procedures for cooperation with 
the central government and the municipal 
authorities, and the establishment of clear 
rules in public procurement tenders. In 
this respect, the challenge is more to the 
state -- for example, to amend the Public 
Procurement Act in terms of transparency 
and create mechanisms for its enforcement. 
Then those construction companies, which 
are used to making profit in underhand 
business dealings, will face real competition. 
For us, however, this will bring relief and 
we will do our business undisturbed.
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Founded in 2001, Velti (www.velti.com) has over 400 staff employed across 35 countries worldwide. In 2006 it was listed on London’s 
AIM market. The company develops and implements mobile marketing and advertising solutions for mobile operators, advertising 
agencies, brands and media groups.

Alexandros Moukas, CEO Velti

Q: Did the economic downturn affect your 
business and what have you done to cushion the 
impact of the crisis?
A: The mobile marketing and advertising 
sector has shown a great resilience in the 
financial downturn and continues to grow 
at a time when other traditional and 
digital media channels are showing signs 
of shrinking or stalling. According to some 
analysts, the percentage of companies’ 
digital marketing budget allocated to the 
mobile channel is set to rise from 18% in 
2008, to 30% in 2010, which clearly is an 
opportunity for us. Our trading statements 
show we increased revenues by 164% 
between 2007 and 2008 – to around 
52.5 million euro in 2008 from 19.9 
million euro in 2007 – as companies aim 
to use mobile as a more measurable and 
accountable medium for their advertising 
and marketing communications.
Q: What is your company’s business strategy in 
this economic environment?
A: Velti has a very strong global footprint 
which encompasses around 35 countries 
now, which in turn includes some of the 
most vibrant and rapidly growing mobile 
markets in the world. We have sales 
presence in the burgeoning BRIC countries 
(Brazil, Russia, India and China), as well 
as a significant mobile marketing joint 
venture Ansible Mobile - headquartered 
in the US - with leading advertising group 
IPG. The company has completed projects 
with major companies such as Johnson 
and Johnson, Microsoft, Verizon, Western 
Union, Wrigley’s and Bayer. We also have 
another joint venture with leading Indian 
group HT Media and major investment 

in China’s largest mobile advertising 
exchange, CASEE, which now serves more 
than one billion mobile adverts a month.
So, Velti has extensive operator, brand and 
agency relationships across developed and 
emerging markets worldwide; including 
one of the most compelling mobile services 
for retailing in the world, which is looked 
after for Argos in the UK. The ‘Text and 
Take Home’ service that we provide Argos 
with has reserved more than £100 million 
of products since its launch in 2005 and is 
set to grow as we introduce new services 
for prepaid phone activation, amongst 
other things. All of these developments, 
alongside the work of Velti’s world class 
sales team, positions us very strongly for 
continued growth in a growth market. 
Q: Do you plan to further expand your presence 
in Southeastern Europe? Do you plan any 
acquisitions? 
A: We have an active M&A strategy, as 
our recent acquisition of leading mobile 
advertising routing technology provider 
Ad Infuse shows, but we have no plans 
for more investment in companies in 
the SEE region. Although that’s not to 
say it couldn’t happen. One thing we’ve 
noticed in the current climate is that 
mobile marketing technology companies 
that previously relied heavily on funding 
are, in some cases, coming unstuck. As 
funding becomes tougher to come by these 
companies can become open to acquisition, 
which provides companies like Velti with 
an opportunity, especially when the 
technology or footprint of that company is 
complementary to ours. 
Q: Why has the mobile channel become so 
important? 
A: In today’s economic climate brands 
are exerting budgetary constraints and 
demanding more accountability from the 
media they use to convey their message, 
which is where mobile media and Velti 
comes into its own. Not only do Velti’s 
mobile solutions enable a medium that 
can be easily analysed to understand return 
on investment, it can make measurable 
channels like print, TV or radio that were 
difficult to measure previously. 
In addition, Velti’s technology is providing 

Interview: Velti To Bolster Position as Leading Mobile 
Value-added Services Provider in Bulgaria

mobile operators with powerful metrics 
and insights into their subscriber bases, 
whether they are post- or pre-paid, to 
create meaningful communications, deliver 
value, increase revenues and ultimately, 
inspire loyalty.
Velti technology provides marketers and 
advertisers with a clear picture of how 
much each customer interaction costs and 
allows brands to enter a conversation with 
their audience when it’s most convenient 
to them. Through this level of consumer 
understanding Velti can create mobile or 
brand communities to form the basis for 
long-term loyalty campaigns for operators 
or brands. 
Q: What is your particular plan for Bulgaria? 
A: The plan for Bulgaria is to continue 
bolstering our position as the leading 
mobile value-added services provider in the 
country. As we continue to innovate and 
deliver firsts in the country, more and more 
leading brands and mobile operators are 
turning to Velti for their mobile marketing 
and advertising needs. For instance, Velti is 
the only provider of the cutting edge 2D 
bar code technology and, consequently, 
innovative brands such as Becks and J&Bs 
have turned to us to deliver great customer 
engagement initiatives at parties and 
events across the country. We will also aim 
to build on the key mobile marketing and 
advertising projects we’ve already delivered 
for leading mobile operators M-Tel, Globul 
and Vivacom.
Q: How can Bulgarian companies benefit from 
Mobile Marketing? 
A: Leading brands in Bulgaria are 
increasingly turning to the mobile channel 
to deliver great results and unrivalled 
customer interaction. Velti recently 
powered the mobile element of Coca 
Cola’s Happiness Factory campaign across 
Bulgaria and the results showed that 
participation via mobile was 2.5 times 
higher than compared to online. The 
campaign was a great success in terms of 
customer engagement, creating the largest 
customer database for a brand from mobile 
activity, which provides a great community 
of users for future mobile marketing and 
advertising offerings from Coca Cola.

by Iva Doneva (SeeNews)
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AII Data Processing Ltd. (www.aiidatapro.com) is a Bulgaria-based private company active mainly in information services, data processing 
and business services. The company, set up in 1999, has established itself as a leading provider of business processes outsourcing (BPO) 
and knowledge processes outsourcing (KPO) in Eastern Europe. It provides a broad range of “on-demand” custom outsourcing solutions 
designed to address the unique needs of customers in the information industry. AII Data Processing publishes SeeNews (www.seenews.
com), a business information media for Southeast Europe, and ADPnews (www.adpnews.info), an international business newswire. Via 
its brands the company releases over 700 news items a day covering corporate, financial, economic and political events from over 75 
countries worldwide. AII Data Processing operates 24/7 and employs over 250 multi-lingual specialists.

 Ilia Krustev, CEO AII Data Processing Ltd. 

Q: AII Data Processing is a global provider of 
information and data processing services. What 
are your main markets and customers?
A. AII Data Processing provides 
outsourcing solutions to global majors 
in the information industry and leading 
reputation management and media 
monitoring companies and PR consultants, 
which are headquartered mainly in the 
United States and the United Kingdom. 
As a business information provider our 
proprietary news and business researches 
are distributed by leading news providers 
worldwide. We work with companies like 
Dow Jones Factiva, ThomsonReuters, 
LexisiNexis, Alacra, Acquire Media, 
Dialog, Cision and others.

Q: Your business spans news publishing, media 
monitoring and reputation management, 
indexing, database management, taxonomy. 
What is the relative share of each of the major 
segments in your portfolio? How has that share 
changed over time? Which is the most profitable 
one, and has there been a change in this respect 
due to the financial crisis? What has been the 
impact of the financial crisis on the outsourcing 
industry, globally?
A: The financial crisis is an opportunity for 
our company as the global financial turmoil 
casts doubts on economic growth forecasts 
and companies look for more cost efficient 
ways to do business and outsource their 
non-core activities in order to cut costs and 

become more competitive. This is why we 
expect the financial crisis to ultimately help 
our business as an outsourcing provider in 
the long run, even though it is likely to 
slow our growth in the short term.

Outsourcing solutions dominate the 
services portfolio of AII Data Processing, 
yet the news business continues to have 
a significant share in it. I do not expect 
this share to change in the long run. More 
importantly, however, is that there is a 
synergy between the news products we 
provide and the outsourcing services in 
our portfolio and their combination. In 
addition, the skills and the experience of 
the team are among the unique advantages 
of our company on the highly competitive 
markets we operate.

Q: AII Data Processing is the publisher of 
the SeeNews and ADPNews newswires – the 
former focusing on financial and business news 
coverage of Southeastern Europe and the latter 
providing global news coverage. What have been 
the challenges facing the news industry in the 
current economic downturn? 
A: The news business worldwide was badly 
hit by the financial crisis as companies 
tend to cut costs starting from their 
information and functional departments. 
The sales of business information providers 
fell considerably mainly as a result of the 
dwindling purchasing power of financial 
services firms. A number of news companies 
are going out of business but this will make 
the bulk of the survivors stronger. We focus 
on the development of improved business 
habits and customer service and implement 
innovative management practices because 
when the business returns to normal there 
will be many and new opportunities for 
those survivors and the new ones that will 
join the industry.

SeeNews is a brand already known in 
Southeastern Europe (SEE). In addition 
to releasing a real-time newswire we 
invest in analytical products, including 
company and industry research database, 

Interview: Synergies Will Propel Us Higher

research-on- demand services, company 
fundamentals analysis and others.

ADPnews is less known brand inside 
Bulgaria and SEE but it is a valuable 
source of information for business users 
worldwide. In the last year we have 
focused our efforts on developing new 
products in response to the changed needs 
of the investment community and added 
ADPnews Renewables and ADP Debt 
News to our portfolio of news products. 

Q: Which are the main challenges on the market 
where you operate? 

A: The challenges we all are facing now 
include the level of political and economic 
confidence in the respective country, the 
ability of companies to offer competitive 
prices and flexible services. Knowledge 
transfer and management practices also are 
among challenges. The industry we operate 
in is changing extremely fast. These fast 
changes were additionally accelerated by 
the financial crisis and in this context the 
main challenge that companies are facing 
is whether they can change as fast as the 
needs of their clients do. Flexibility is the 
new currency in our industry. 

Q: Do you plan to expand on the domestic 
market? Do you plan to branch out abroad?

A: Yes, we plan to introduce new products, 
expand our existing offices and increase 
our headcount. We are analyzing the pros 
and cons of choosing the best destination 
for setting up a company branch in 
Southeastern Europe with Macedonia, 
Serbia and Albania the most likely 
options. In addition we plan to expand our 
existing office in Veliko Tarnovo, in central 
Bulgaria.

We are preparing to raise the number of our 
staff in emerging markets worldwide. At 
the moment we are developing a number 
of information products in the field of 
news reporting, company fundamentals 
analysis, reputation management and 
media monitoring.

by Denitsa Koseva (SeeNews)
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Two Bulgarian companies – food and 
beverage distributor Avendi and McDonald’s 
Bulgaria, and four Romanian companies – 
Adobe, Syngenta, legal services provider 
Tuca Zbarcea & Asociatii and Mcdonald’s 
Romania, have been recognised for their 
outstanding performance and named 
among the Best Employers in Central and 
Eastern Europe for 2008/2009 by HR 
consultancy Hewitt Associates. 
McDonald’s Bulgaria is an all-round 
champion, making a strong showing in the 
category for large-scale employers during 
each cycle of the study since its inception. 
The number of Southeast European 
companies on the CEE Best Employers list 
for 2008/2009 is almost unchanged from 
the previous study cycle, underscoring 
the consistent record that they have in 
terms of maintaining excellence in people 
management practices. In 2006-2007, 
when this regional initiative got started, 
five SEE companies made the list, The 
sustained presence of SEE companies on 
the list shows that being a Best Employer 
has less to do with geography than with 
key factors such as working environment 
and internal processes that drive employee 
engagement, alignment of employee needs, 
sound HR practices, a compelling business 
strategy, consistent communication and 
delivering on promises made. 
Hewitt Associates has been conducting 
Best Employers employee opinion and 
engagement studies around the world 
for more than a decade. Hungary and 
Germany were the first European countries 
to participate in the study in 2001. By 
2003 the research had gone global with 
employees in almost 30 countries evaluating 
their employers. The study, which has 
traditionally attracted strong interest in 
North American and Asian regions, now 
also covers 11 countries in Central and 
Eastern Europe. The methodology of 
the survey is based on empirical research 
projects completed by Hewitt Associates 
– providing internationally comparable 
results with the goal to get a clear picture 
reflecting actual workforce trends and 
environments.
The 2008/2009 cycle included Austria, 
Bulgaria, the Czech Republic, Hungary, 

Slovakia, Slovenia, Turkey, 
Poland, Romania, Russia 
and Ukraine, analysing the 
factors that drive employee 

motivation in the region. Almost 160,000 
employees and 4,000 C-suit leaders 
provided feedback on their perception of 
the workplace and HR professionals from 
almost 800 companies supplied information 
on their current HR practices. Participation 
was free and voluntary. Any company that 
has operated for at least 2 years and has 
a minimum of 50 full-time employees is 
eligible to participate. All questionnaires 
were handled by Hewitt, ensuring the 
confidentiality of data collection and 
processing. In line with Hewitt Associates’ 
international assessment standards, the 
Best Employer rankings are based on 
an objective evaluation of participating 
companies. Two-thirds of the score comes 
from the opinions of employees and the 
remaining third is determined by an 
alignment index based on a joint analysis 
of several factors: business strategies, HR 
strategies, knowledge of employee opinions, 
effectiveness of internal communication 
and synergy between particular systems 
and procedures. Hewitt announced Best 
Employers in two categories in line with 
the European Union’s recommendation: 
small and medium scale companies; and 
large scale companies.

WHY STRIVE FOR HIGH 
ENGAGEMENT?
When businesses confront an external 
environment characterised by challenge and 
confusion, why should they care about the 
‘hearts and souls’ of their employees? The 
answer is simple: engaged and committed 
employees drive performance.
The 2008/2009 study results show that 
Best Employers with highly engaged teams 
can break the spiral of falling motivation. 
Based on Hewitt’s worldwide research, 31% 
of organisations experienced a decrease in 
employee engagement – compared with 
just 15% in previous years. Employee 
engagement is dramatically endangered 
in an economic downturn - just when 
companies need their employees to be most 
productive. In times of uncertainty and 
change, it is crucial to have a clear sense 
of direction, alignment of people processes 
and strategy and an engaged workforce. 
Not having engaged and committed 
employees, effective leadership and a 
culture to support a productive workforce 
could lead to a potential collapse. 
One of the 2008/2009 CEE study 
objectives was to provide directions in 

facing these challenges as well as the 
following dilemmas:
• How do we engage employees while 
asking them to do more?
• How can leaders demonstrate 
integrity, openness and build trust in the 
current business environment when the 
environment is not predictable?
• How can companies build for the future 
when survival is the key challenge?

BURNING QUESTIONS
Answers from polling sessions conducted 
during engagement web-seminar organised 
and hosted by Hewitt Associates Europe on 
17 June 2009; 107 participants including 
HR and Business Leaders from various 
industries
What are the preliminary risks related to the 
cost reduction in the organisation?
1. Employee engagement, morale, trust 
diminishing
2. Ability to ramp up fast enough when 
the economy turns around is harmed
3. Loss of key talent
4. Increased turnover and retention issues
5. Negative impact on current work 
outcomes e.g. productivity, customer 
satisfaction

Six SEE Companies
Make 2008/2009 List of Best Employers in CEE

About Hewitt Associates
Hewitt Associates (NYSE: HEW) 
provides leading organisations around 
the world with expert human resources 
consulting and outsourcing solutions 
to help them anticipate and solve their 
most complex benefits, talent, and 
related financial challenges. Hewitt 
consults with companies to design and 
implement a wide range of human 
resources, retirement, investment 
management, health management, 
compensation, and talent management 
strategies. As a leading outsourcing 
provider, Hewitt administers health 
care, retirement, payroll, and other HR 
programmes to millions of employees, 
their families, and pensioners. With 
a history of exceptional client service 
since 1940, Hewitt has offices in 33 
countries and employs approximately 
23,000 associates who are helping 
make the world a better place to work. 

For more information, please visit 
www.hewitt.com
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Beyond reduction in cost, what (if any) other 
positive results do you expect from your company’s 
recent efforts?
1. A leaner, more efficient organisation
2. A right-sized workforce (elimination of 
poor performers)
3. A better engaged workforce
4. More focus on strategic priorities, core 
business
5. Emerge as a stronger organisation after 
downturn

What do your leaders need to focus on to lead 
successfully in turbulent times?
1. The right VIEW - building and 
articulating a collective view of the road 
ahead for the business
2. The right AGENDA - crafting a set 
of short and long term actions to gain 
advantage from the crisis
3. The right PEOPLE - ensuring that we 
retain and engage the people who will 
make us win in the future
4. The right LEADERSHIP BEHAVIORS 
- demonstrate behaviors that will create 
the conditions for success/

AND SPECIAL RECOGNITION 
GOES TO… MICROSOFT, HILTI, 
GLAXOSMITHKLINE, DHL AND 
MCDONALD’S
This year five companies received a special 
recognition for demonstrating excellence 
as Best Employers across the region. These 
organisations entered the competition in at 
least three countries and achieved excellent 

results across the region. 

Microsoft achieved the most outstanding 
results as they have been awarded for 
the third time with the regional special 
recognition. Microsoft entered 
the competition in seven 
countries and became Best 
Employer in all of them. They 

Best Employers in Central Eastern Europe

What are the preliminary risks related 
to the cost reduction in the organization?

52%
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18%

23%

Employee engagement, morale, trust
diminishing
Ability to ramp up fast enough when the
economy turns around is harmed

Loss of key talents

Increased turnover and retention issues

Negative impact on current work outcomes

What do your leaders need to focus on 
to lead successfully in turbulent times?

17%
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21%
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The right VIEW
The right AGENDA

The right PEOPLE
The right LEADERSHIP BEHAVIORS

Beyond reduction in cost, what (if any) 
other positive results do you expect 
from your company's recent efforts?

32%

16%

6%

23%

23%
A leaner, more efficient organization

A right-sized workforce

A better engaged workforce

More focus on strategic priorities,
core business
Emerge as a stronger organization
after downturn

Large Scale Company Category

Company Country Industry

Ceva Logistics Turkey Logistics

Avendi Bulgaria Marketing and Distribution of 
FMCG

McDonald's Russia Russia Food Service Retailer / 
Quick Service Restaurants

Quintiles Poland Poland Clinical research

McDonald's Romania Romania Food Service Retailer / 
Quick Service Restaurants

ZPC Mieszko Poland FMCG

Pramerica Poland Finance and Insurance

GlaxoSmithKline (Hungary) / 
Pharma division

Hungary Pharmaceuticals

Mars Sales Hungary FMCG

Mirgorod Plant of Mineral Water Ukraine Production of mineral waters

McDonald's Bulgaria Bulgaria Food Service Retailer / 
Quick Service Restaurants

Microsoft Hungary Hungary IT

Mediaedge:cia Hungary Hungary Media

DHL Express Turkey Turkey Transportation and Logistics

Microsoft Russia Russia IT

Small and Medium Scale Company Category

Company Country Industry

The Ritz-Carlton, Istanbul Turkey Hospitality

Abbott Slovak Republic Slovakia Innovation-driven health care

Quintiles Hungary Hungary Clinical research

Adobe Romania Romania IT

Syngenta Romania Romania Materials/ Chemicals

Miklos Radnoti Primary School Hungary Education

Wrigley Hungary Ltd. Hungary FMCG

EMC Computer Systems Poland Poland IT

Tuca Zbarcea & Asociatii Romania Legal Consultancy

ComAp Czech Republic Electro technical industry

Toyota Katowice Poland Motorisation

Starcom Poland Media and Advertising

Johnson & Johnson MD&D sector Hungary Healthcare 

LLC "Mary Kay (Ukraine) Limited" Ukraine Direct Sales

EKOPLON Poland Production
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claim that “their priority is their people”, 
this has been the founding principle for 
Microsoft and they incorporate it across 
every level of the organisation. 

What Do Best Employers Have in Common? 
What do the Best Employers Do Differently?

So, what is it that differentiates Best 
Employers in the region? In short, they have 
aligned their people practices with company 
strategy and created an environment that 
produces positive employee experiences 
and strong business results. Below is a 
review of some of the most important 
specific characteristics—that contribute 
significantly to the company’s selection as 
a Best Employer both in SEE and CEE.

LEADERSHIP COMMITMENT 
A fundamental starting point for Best 
Employers is strong leadership commitment. 
This commitment is not about saying the 
right things, but exhibiting behaviors and 
making decisions that clearly signal people 
are their greatest asset. Leaders’ behaviors 
must demonstrate that developing and 
retaining strong talent is a critical element 
of business success. But their role goes 
beyond this. Leaders in Best Employer 
organisations play a pivotal role in defining 
and championing the organisation’s values 
and building a culture and an environment 
that values people. These leaders set the 
tone through their openness, involvement, 
and leadership style. While they instill a 
strong sense of accountability, they also 
make a commitment to growing and 
stretching their people.

While leadership commitment is always 
important, it plays an even more critical 
role during difficult or tumultuous times. 
Through our research on what drives 
employee engagement, we have found that 

senior leadership is frequently 
ranked among the top five 
most important engagement 
drivers during stable times. 

However, during times of significant 
change, leadership is often elevated to the 
number one or two driver of engagement. 
Similarly, manager perceptions, typically 
ranked sixth or seventh in their influence 
on engagement, become a more important 
driver in tumultuous times. Clearly, 
in the current economic environment, 
it is critical for leaders to demonstrate 
their commitment to the people in their 
organisation, and ensure that this message 
is effectively cascaded to managers.

As we said earlier, leaders play an 
important role in keeping employees 
engaged. Part of that role is providing the 

critical connection between the employee 
and the company’s goals and strategies. 
At Best Employers, leaders create a 
compelling picture of the future and enroll 
employees in that future. As one former 
Best Employer CEO said, “People don’t 
unify because of hygiene factors such as a 
good physical working environment. They 
unify around a goal.” Best Employers see 
a direct link between engaged employees 
and customer satisfaction. In fact, 55% of 
the Best use employee engagement as a 
performance measure, as compared to just 
28% of the rest. Clearly, these companies 
view engagement as a critical factor in 
business success.

DIFFERENTIATED HIGH-
PERFORMANCE CULTURE
Best Employers inspire a passion for 
outstanding achievement among their 
people. These companies set aggressive 
goals and hold employees accountable for 
achieving them. They have a sustained 
focus on empowerment; this focus 
motivates employees to contribute the 
discretionary effort that makes such a 
difference to productivity and the bottom 
line. Best Employers also take development 
very seriously; they provide employees the 
support and challenge they need to grow 
and follow through by recognising superior 
performance through opportunities and 
rewards. This is particularly true for high-
potential employees, who receive additional 
attention and development. And this does 
not fluctuate with economic cycles; these 
companies provide consistent support and 
development to their people. It is through 
this sustained effort that Best Employers 
create a high-performance culture, which 
becomes a true differentiator for them in 
attracting and retaining key talent.

HIGH PERFORMERS AT RISK

THE CHALLENGE
• In tough economic times, it’s easiest to 
reduce headcount to save costs quickly 

• Too many organisations make across-
the-board cuts without thinking about 
critical workforce segments and skills

• These conditions decrease overall 
employee engagement and productivity, 
and the ability of leaders and managers 
to lead, inspire, and model is often 
overlooked

How can organisations make tough decisions 
about the workforce while ensuring that the most 
critical people are engaged and productive?

EMPLOYEE ENGAGEMENT DRIVERS 
DURING CHANGE
Besides examining employee perceptions 
about their organisations Hewitt goes one 
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step further by investigated the factors 
that are the strongest drivers for positive 
value-adding behavior.

INSIGHTS FROM TOP HR LEADERS 
ON KEY HR PRIORITIES
Hewitt and the European Club for 
human resources (EChr) jointly launch 
the European HR Barometer survey each 
year. The survey provides insight into the 
role and impact of the HR function in top 
companies in Europe. This year’s survey 
included responses from HR and HR board 
members at 53 top European companies, 
representing more than 3.5 million 
employees. Three-quarters are executives 
and directors who are responsible for HR 
in Europe or around the world.

The outcomes from the recent HR 
Barometer survey and the review of the 
HR strategies and practices during the 
Best Employers Study in CEE outline 
pressure to cut costs as the most influential 
factor on the HR agenda but leading HR 
professionals are already working to help 
their companies prepare for economic 
recovery:

• A third of companies have strategies 
that combine HR cost-cutting with other 
strategies. These include continuing to 
hire top talents, developing leaders, and 
acquiring new businesses.

• Despite the downturn, key priorities 
for HR are developing leaders (38%), 
retaining talent (34%), and improving 
employee engagement (30%). Reducing 
labor costs jumped from twelfth position 
last year (7%) to forth position (27%).

• HR directors believe improving 
execution will strengthen HR’s impact on 
the business (42%). Having greater and 
timelier involvement in major business 
decisions was also important.

This new prioritisation in HR agendas 
translates into new requirements towards 
HR people: shifting focus from pure 
functional expertise to non-purely HR 
capabilities that need to be further 
developed. To put it in a nut shell, here’s 
what all HR plans should comply to in 
order to address the current economic 
situation: be ruthlessly focused and don’t 
lose sight of opportunities; focus on a few 
key themes, tightening timeframes for 
accountability, i.e. strengthen your culture 
and brand and upgrade your talent.

Employee Engagement Drivers

Senior Leadership (often related to effective communication) 1 3/4

Relationship with Direct Manager (often related to selection) 2 6/7

Work Tasks (often related to perceived impact of change 
on activities or involvement in decision making)

3 5/6

Opportunities (often related to perceived impact of change 
on future)

4 1/2

 TOP HR Needs

 Expected Changes in HR Competencies and  
 Capabilities by 2011

Source: Hewitt’s Human Capital Leadership Council, November 2008
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Albania is the second among top 10 
reformers worldwide, with reforms in four 
of the ten measured areas that makes doing 
business easier, and is the best in protecting 
investors, while Bulgaria and Romania 
lead southeast European countries in the 
overall ranking, occupying 45th and 47th 
positions respectively, the World Bank 
Group said in its Doing Business 2009 
report.

Doing Business 2009 is the sixth in a 
series of annual reports investigating the 
regulations that enhance or constrain 
business activity. It presents quantitative 
indicators on regulations affecting 10 
stages of the life of a business compared 
across 181 economies worldwide.

Albania, a top reformer globally and 
regionally, has made the start-up of new 
business easier by taking commercial 
registration out of court and creating a 
one-stop shop. Companies can start a 
business in eight days, after the procedure 
used to take more than a month. 

In tax reforms, Albania, along with 
Macedonia and Bosnia reduced their profit 
tax to 10% - Albania from 20%, Bosnia 
from 30% and Macedonia from 12%. 
Albania’s aggregate ranking on the ease 
of doing business improved from 135th to 
86th position. Albania and Montenegro 
created a new public credit registry with 
information of loans for individuals and 
firms.

Bulgaria is ranked sixth in getting credit 
easy. As EU directives often require 
amending the company and securities 
laws, Bulgaria and Romania amended 
their company laws in the past two years 
and both countries are implementing 
their amendments. Bulgaria reduced labor 
taxes and contributions and also increased 
procedural efficiency at main trial court 
and streamlined appeals. 

Bulgaria and Romania are among top 
reformers in speeding bankruptcy 
procedure. Bulgaria passed two new laws, 
the Civil Procedure Code and the Law for 

the Commercial Registry, which will speed 
the resolution of bankruptcy, the report 
said. 

Romania and Montenegro are among 
countries that made paying taxes easier. 
Romania simplified the enforcement of 
judgments by eliminating the need for 
an enforcement order and allowing the 
attachment of credit balance and accounts 
receivable. 

Slovenia is a runner-up in business start-
up reforms, while Albania is fourth. 
Slovenia simplified business registration 
by introducing a single access point, 
making company information available 
online and eliminating court fees and the 
requirement to register at the statistical 
office. The changes reduced the procedures 
by four, the time by 41 days, and the cost 
by 8.4% of income per capita. The number 
of procedures required to start a company 
fell from nine to five, and the time from 60 
days to 19. 

Slovenia provided greater flexibility in using 
employment contracts. It also changed its 
law to allow minority investors with at 
least 10% of shares to bring derivative 
suits before the court.

For many economies, the reforms captured 
in Doing Business reflect broader, 
sustained commitment to improving their 
competitiveness, and Macedonia is among 
them, the report said. 

Macedonia is the second best reformer 
worldwide in enforcing contracts, followed 
by Bulgaria and Romania. Macedonia’s 
commercial division of the Skopje civil 
court started in January 2008 and now all 
cases have been electronically recorded, 
which increased efficiency at main trial 
court. 

Macedonia introduced regulations which 
make sure that borrowers can inspect data in 
credit registry. It also reduced the number of 
trade documents and improved the customs 
administration, the report said. 

Bulgaria, Macedonia and Moldova 

simplified registration formalities (seal, 
publication, notary, inspection and other 
requirements). Bulgaria, Macedonia, 
Albania and Slovenia are among the 
countries that created or improved the one-
stop shop system. Introduced or improved 
online registration procedure is registered 
in Bulgaria and Macedonia. The one-stop 
shop system in Macedonia was updated to 
carry out the full range of business start-
up processes, reducing both the number of 
procedures and the time required.

Romania and Serbia expanded creditors’ 
rights, whilst giving creditors more say 
in the process speeds the resolution of 
bankruptcy.

Serbia reduced the property transfer tax 
from 5% of the property value to 2.5%. 
The total cost to register a property fell 
from 5.37% of the property value to 
2.85%.

Croatia is the eighth top reformer in dealing 
with construction permits. It adopted 
new building regulations and streamlined 
construction permits procedures. In 
Croatia, a new building code eliminated 
the need for a building permit for smaller 
projects and eased the requirements for 
larger ones. Croatia also started reforms to 
implement European Union Transparency 
Directives and improved procedures at 
ports.

Bosnia is the ninth top global reformer 
in dealing with construction permits. 
It reduced permit processing time and 
reduced fees. In Bosnia, administrative 
improvements made it easier to obtain 
cadastre excerpts, required building 
permits and to register new buildings in 
the cadastre and land book registry. That 
cut time from 467 to 296 days, the report 
said. 

The time needed to register a title in 
Sarajevo fell by 203 days to 128. Once 
the registry is fully computerized (80% of 
its files were as of mid-2008, the time is 
expected to drop even more). Macedonia 
sped up the process at the cadastre 

SEE in World Bank’s Doing Business Report

Albania Ranks Second as World Best Reformer 
Bulgaria, Romania Lead SEE in 2009 Edition
 by Valentina Dimitrievska (SeeNews)
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by adding staff. Cadastre reforms in 
Macedonia reduced the time needed to 
register property from 98 days to 66.

On the contrary, in Serbia the wait for 
building permits increased by an average 
75 days. Obtaining construction permits in 
Montenegro also takes longer compared to 
last year. Stricter compliance requirements 
introduced to conform with EU best 
practices led to an administrative backlog, 

increasing the time by 51 days. 

Moldova introduced two new laws on 
limited liability companies and company 
registration and tightens time limits. 
The time required to file an application 
with the State Registration Chamber fell 
from 15 days to 7, reducing the total 
time to start a company from 23 days to 
15. In contrast, Bosnia and Herzegovina 
increased the time to start a business by 

tightening notarization requirements. 
Moldova passed a new law to facilitate the 
creation of a private credit bureau.

In 2006/07 Croatia, Macedonia and 
Bulgaria dominated the list of top reformers 
among East European countries, according 
to Doing Business 2008. Croatia was the 
second on the list, Macedonia the fourth, 
and Bulgaria took up the tenth position. 

SEE ranking (among 181 economies)
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Bulgaria 45 44 81 117 60 59 38 94 102 86 60 5

Romania 47 47 26 88 143 114 38 146 40 31 85 12

Slovenia 54 64 41 69 158 104 18 78 78 79 38 84

Macedonia 71 79 12 152 125 88 88 27 64 70 129 43

Albania 86 135 67 170 108 62 14 143 77 89 181 12

Montenegro 90 84 105 167 104 123 24 139 125 130 42 43

Serbia 94 91 106 171 91 97 70 126 62 96 99 28

Moldova 103 92 89 158 119 50 104 123 135 17 88 84

Croatia 106 107 117 163 146 109 126 33 97 44 79 68

Bosnia and 
Herzegovina 119 117 161 137 117 144 88 154 55 123 60 59

Methodology
In SEE Country Profiles we rank the top 10 companies from each of the 10 countries in SEE. In order to make 
the ranking more comprehensive, we have looked beyond the 100 companies in our flagship ranking and ex-
panded the scope to the entire pool of over 1,000 enterprises. In the case of Montenegro only eight companies 
are listed, while none is listed from Albania because both countries are underrepresented in the survey due to 
the small size of their economies and the lack of reliable corporate financial information. For the same reason 
there are nine companies from each of Bosnia and Herzegovina, and Moldova, instead of 10.
The countries are listed in descending order by the number of their companies represented in SEE TOP 100.
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Romania
Official name: Republic of Romania; Territory: 237,500 sq km; Capital: Bucharest 
Official language: Romanian; Political system: Parliamentary republic

Romania is bordering the Black Sea, 
Bulgaria, Hungary, Moldova, Serbia and 
Ukraine. The Carpathian mountains 
dominate Romania’s landscape. The 
Danube river, running along the country’s 
southern border and flowing into the Black 
Sea, gathers all the river flow from Romania, 
before creating the largest delta in Europe.

Modern Romania was born in 1859, when 
the principalities of Moldavia and Wallachia 
merged, and became an independent state 
in 1877. The country was expanded in 1918 
when Transylvania, Bucovina and Basarabia 
were included. 

Nearly 87% of Romania’s population is 
Orthodox Christian and 4.7% is Roman 
Catholic. Around 6.6% is of Hungarian 
origin, while 2.5% is Roma.

Foreign debt as of end-2008 (bln euro)

Public debt 9.010

State-guaranteed debt 1.727 

- Private debt 0.033

Non-guaranteed debt 33.651 

Foreign resident deposits 5.567 

Total foreign debt 49.955

Main political parties: Democratic-Liberal Party (PD-L), Social Democratic Party 
(PSD), National Liberal Party (PNL), Democratic Union of the Hungarians in 
Romania (UDMR) 

21.5 mln Leu (RON) GMT +2

History and Population

Politics
Romania is a parliamentary republic with a 
bicameral legislature. The lower house, the 
Chamber of Deputies, has 325 seats, and 
the upper one, the Senate, has 137 seats.

The President is the head of state and 
has the right to veto legislation but the 
position is largely ceremonial.

The centre-right Democratic-Liberal Party, 
PD-L, and the leftist Social Democratic 
Party, PSD, won the most votes in the 
November 30, 2008 general election and 
formed a coalition cabinet. The head of 
PD-L, Emil Boc, became Prime Minister, 
replacing Calin Popescu Tariceanu, of the 
National Liberal Party (PNL).

Chamber of Deputies
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President:
Traian Basescu, 
of the PD-L, 
elected in 
December 2004

International Affairs

Romania became member of NATO in 
2004 and joined the EU in 2007. In June 
2009 Romania voted for the second time 
for Members of the European Parliament. 
The Social Democratic Party, which ran on 
a joint ticket with the smaller Conservative 
Party, won 11 out of the 33 seats allocated 
to the country. The Democratic-Liberal 
Party sent 10 representatives to the 736-
seat European Parliament. Romania was 
among the eleven countries which in 
1992 founded the Black Sea Economic 

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)

2004 2005 2006 2007 2008

1.2 0.8 1.7 2.4 4.8

Current Account Deficit (% of GDP)
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Senate
Cooperation (BSEC) organisation. The 
country is member of the World Trade 
Organization and the Organization for 
Security and Co-operation in Europe. 
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Romania TOP 10 Companies

Five firms out of Romania’s TOP 10 are 
oil and gas companies that generated more 
than 57% of the cumulative revenue in the 
ranking. The largest Romanian enterprises 
had a combined revenue of 19.3 billion 
euro. 

Car manufacturer Dacia, a unit of France’s 
Renault, ranked fourth. Dacia sold 75,241 
cars in Romania in 2008. The combined 
exports of passenger cars and commercial 
vehicles by Dacia and Ford-owned Daewoo 
Automobile Romania went up by 26.0% 

to a total of 153,595 vehicles in 2008. 
Exports were boosted by Dacia’s no-frills 
Logan model which is sold in 55 counties.
Each of the Top 10 Romanian companies 
had an annual revenue of over one billion 
euro in 2008. 

Here are the main political, economic 
and business events in Romania in 2008 
as reported by SeeNews, in chronological 
order:

JANUARY
 »Romania’s state asset-selling agency, 
AVAS, receives 53 letters of intent by 
January 28 for a 53.02% stake in drug 
maker Antibiotice. Most letters came 
from companies based in Romania (17) 
and the UK (8). 

FEBRUARY 
 »U.S. Boeing gets a $150 million 
order from Romanian low-cost airline 
Blue Air for two Next Generation 737-
800 aircraft and purchase rights for two 
more.

 »Romanian chocolate manufacturer 
Kandia-Excelent delists its shares from 
the Bucharest Stock Exchange.

 »Shares in Austria’s Erste Bank, 
the majority owner of Romania’s Banca 
Comerciala Romana, start trading on the 
Bucharest Stock Exchange.

 »Spain’s Iberdrola Renewables signs 
a deal to build 50 wind farms with 
combined capacity of 1,600 megawatts 
in southeastern Romania for a total price 
of 200 to 300 million euro, depending on 
the sites acquired.

 »Romania says it will not recognise 
Kosovo’s independence, a day after the 
Serbian province proclaimed its secession.

 »Energy & Environment, the 
plant construction division of Austrian 
industrial group A-TEC Industries, wins 
a 220 million euro deal to build a flue 
gas desulphurisation plant for Romanian 
state-owned thermal power complex 
Turceni.

 »Romania suspends sale of its 53.02% 
stake in drug maker Antibiotice.

MARCH

 »Romania wraps up the sale of 
Automobile Craiova, the sole owner of 
Daewoo Automobile Romania, to U.S. 
Ford Motor Co for 57 million euro.

 »Romania’s central bank, BNR, raises 
its key interest rate by half percentage 
point to 9.5%.

 »Romania’s competition regulator 
gives the green light to Dutch brewer 
Heineken to acquire its Romanian peer 
Bere Mures.

 »Romania’s largest oil group Petrom, 
majority-owned by Austria’s OMV, signs 
a contract with a U.S-Greek consortium 
for the construction of a 500-million euro 
gas-fired power plant in Romania.

Romania TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 1 Petrom SA 4,850.79 3,596.27 256.55 492.51

2 7 Rompetrol Rafinare SA 2,365.13 1,662.65 -116.69 -87.07

3 8 Arcelormittal Galati SA 2,234.03 2,117.22 151.78 89.96

4 9 Automobile Dacia SA 2,108.52 1,996.45 55.71 122.53

5 16 Metro Cash and Carry SRL* 1,490.00 1,590.00 N/A N/A

6 17 Rompetrol Downstream SRL 1,416.42 1,137.55 -53.25 -3.93

7 19 Petrotel Lukoil SA 1,280.82 1,038.31 -134.65 -25.92

8 21 Orange Romania SA 1,216.09 1,151.82 404.44 337.60

9 22 Lukoil Romania SRL 1,160.96 1,138.63 2.59 14.71

10 23 Vodafone Romania SA 1,154.08 1,112.09 283.19 244.19

(*) denotes net sales revenue

Romania in 2008 at a Glance
by Sabina Kotova (SeeNews)



page 60

60 SEE Country Profiles / Romania

SEE Country Profiles

APRIL
 »The North Atlantic Treaty 
Organisation (NATO) holds its annual 
summit in Romania’s capital Bucharest, 
at which it invites Albania and Croatia 
to join the Alliance. An invitation to 
Macedonia has been delayed until after 
the country resolves its name dispute 
with Greece.

 »Portugal’s Sonae Sierra and Poland-
based Caelum Development set up a 
50/50 joint venture company to develop 
a 591 million euro shopping centre in 
Bucharest.

 »Russia’s Mechel Steel Group wraps 
up a 142 million euro deal to acquire 
Romanian steel manufacturer Ductil 
Steel.

MAY
 »Romania receives three non-binding 
bids for a 80.9778% stake in aircraft 
manufacturer Avioane Craiova - from 
Italy’s Alenia Aeronautica, Czech’s AERO 
Vodochody and Romania’s INAV S.A.

JUNE
 »Romania holds local elections. 
Opposition Social Democratic Party 
(PSD) wins most of the mayoral seats.

 »Rompetrol Gas, the liquefied 
petroleum gas trading division of 
Romanian oil company Rompetrol Group, 
acquires a majority stake in Moldovan 
gas importer, wholesaler and retailer 
MoldInterGaz.

 »Romania’s privatisation agency, 
AVAS, wraps up the sale of a 64.4% stake 
in power distributor Electrica Muntenia 
Sud to Italy’s Enel for 820 million euro.

JULY
 »Dacia starts selling its new Logan 
Van model, following an investment of 27 
million euro.

 »Romania selects Czech company 
AERO Vodochody as buyer of its majority 
stake in aircraft manufacturer Avioane 
Craiova, which offers to pay 16.3 million 
euro.

 »Raiffeisen Bank Romania, Raiffeisen 
Bausparkasse and Schwaebisch-Hall sign 
an agreement to buy Romanian housing 
bank HVB Banca Pentru Locuinte for an 
undisclosed sum.

AUGUST
 »Romanian government securities 
start trading on the Bucharest Stock 
Exchange.

 »French insurance group Groupama 

wraps up the acquisition of Romanian 
insurer Asiban for 350 million euro.

 »The European Commission suspends 
the payment of 28.3 million euro in EU 
pre-accession SAPARD aid to Romania 
due to deficiencies in the implementation 
of the programme in the country.

 »Czech power utility group CEZ 
buys two wind park in Romania which it 
plans to develop into the largest onshore 
wind farm in Europe, in a project worth 
1.1 billion euro.

SEPTEMBER
 »Romania’s leading fixed-line 
operator RomTelecom wins a wireless 
licence and becomes the sixth mobile 
operator in the country.

 »Romania’s Banca Comerciala 
Romana signs an agreement for the sale of 
its two insurance subsidiaries to Austria’s 
Vienna Insurance Group for a combined 
244 million euro.

 »Romania grants 143 million euro in 
state aid to U.S. Ford Motor to upgrade 
the company’s production facilities in the 
Automobile Craiova car plant.

OCTOBER
 »Romania decide to levy no tax 
on capital gains for 2009 to help the 
country’s capital market stay afloat in the 
spreading global financial crisis. 

 »The Romanian government sets 
up an energy holding company valued 
at between 20 and 24 billion euro to 
incorporate several state-owned energy 
producers.

 »Romania re-launches the sale of its 
80.9778% stake in aircraft manufacturer 
Avioane Craiova, setting November 24 as 
the deadline for filing final bids.

NOVEMBER
 »Romania’s central bank, BNR, raises 
its annual inflation forecast for 2008 from 
6.6% to 6.7%.

 »Austrian insurance group UNIQA 
wraps up the acquisition of 100% of 
Romanian insurer Unita from the Vienna 
Insurance Group for an undisclosed sum.

 »Car manufacturer Dacia halts 
production for two weeks, reacting to 
drastic falls in car sales worldwide.

 »Romania plans to start building a 
second pair of reactors at its sole nuclear 
power plant in Cernavoda in 2010-2011.

 »Romania’s largest chemical fertilizer 
producer Azomures decides to operate 

at half capacity and dismiss 250 of its 
employees as of November due to low 
demand for its output.

 »Nuclearelectrica, the state-owned 
operator of Romania’s Cernavoda nuclear 
plant, signs an agreement with six 
foreign investors to set up a company 
that will build a second pair of reactors at 
Cernavoda. 

 »French tyre maker Michelin idles 
two of its three Romanian factories until 
the end of the year due to low demand 
prompted by the global financial crisis.

 »Chemical fertilizer producer 
Azomures suspends operations from early 
December until the middle of January 
next year as demand for its output 
dwindles.

 »Romania holds parliamentary 
elections.

DECEMBER
 »The European Union allows Bulgaria 
and Romania to extend by one year the 
deadline for payments of farm aid under 
its SAPARD programme.

 »The Romanian Democratic-Liberal 
Party, PD-L, wins most seats in each 
of the two chambers of the country’s 
parliament following the November 30 
general election.

 »Romanian government suspends 
its new car registration tax for one 
year starting December 1, in a bid to 
protect jobs in the country’s automotive 
industry.

 »Romania receives an improved 
binding bid for its 64.89% stake in 
helicopter manufacturer IAR from Czech 
company Aero Vodochody.

 »Romania extends the deadline for 
submission of bids for its 80.9778% stake 
in aircraft manufacturer Avioane Craiova 
by 50 days to end-January at the request 
of one potential bidder.

 »Romania’s President Traian Basescu 
nominates Democratic-Liberal Party (PD-
L) leader Emil Boc new prime minister 
shortly after previous nominee Theodor 
Stolojan gives up.

 »DB Schenker, the transportation 
and logistics arm of German national 
railway operator Deutsche Bahn, wraps 
up the acquisition of Romanian forwarder 
Romtrans.

 »Romania’s parliament endorses 
a coalition cabinet proposed by Prime 
Minister-designate Emil Boc.
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Interview: 
Romania Sees 2009 FDI Halving on Global Economic Woes

ARIS’s mission is to be the government’s leading body for the provision of consulting services to foreign investors while creating a 
nurturing and attractive business environment for the development of investment projects. Foreign investors can turn to the agency for 
information on industrial sites and parks, current legislation and potential local suppliers as well as seek mediation in talks with local and/or 
governmental institutions and assistance in getting in touch with all public sector representatives involved in investment related issues.

Sorin Vasilescu, Director ARIS 

Foreign direct investments (FDI) in 
Romania are expected to halve to 4.5-5.0 
billion euro ($5.9 billion-$6.6 billion) this 
year, because the global financial crisis has 
increased financing costs, leading to a fall 
in investments worldwide, a government 
official said.

“The negative impact of the global crisis 
on financing costs will prompt those who 
aim at placing capital abroad to choose 
regions that still offer reasonable profit 
margins,” the director of Romania’s 
foreign investment agency ARIS, Sorin 
Vasilescu, told SeeNews in an interview.

Romania needs substantial foreign 
investments in order to support its 
economy, create new jobs and cover its 
current account deficit. In 
late March, the country 
reached an agreement for 
a two-year 20-billion euro 
loan package with the 
International Monetary 
Fund, the European Union 
and other lenders to support 
its external and fiscal 
imbalances and the financial 
sector.

In the first five months of the year 
Romania’s current account deficit was 
wholly covered by FDI, which totalled 
2.475 billion euro. FDI in Romania 
reached 4.269 billion euro in the first five 
months of 2008, covering 63% of the 

current account gap for the period.

Romania’s automotive industry is expected 
to be the most attractive sector to foreign 
investors this year. Although the sector is 
going through some turbulences because 
of the international economic crisis, it 
will soon return to the top of investor 
interest, as it is yet to reach its maximum 
potential, Vasilescu said.

Car makers around the world are 
suffering from a steep decline in demand 
for cars amid the economic downturn. 
Sales of new passenger cars in Romania 
fell by 51.3% on the year to 70,610 in 
the first half of 2009, the 
Romanian Car Producers 
and Importers Association, 
APIA, has said.

However, new passenger 
car registrations in Europe 
under the brand of 
Romanian carmaker Dacia, 
owned by France’s Renault, 
rose by 28.6% on the year 
in the first half of 2009 to 117,131 units, 
the European Automobile Manufacturers’ 
Association has said.

Under a government programme for 
replacement of old cars Romania will 
subsidise with 3,800 lei ($1,180/896 
euro) car owners who want to replace 

their vehicles with new ones. 
The programme aims at 
changing 60,000 vehicles.

Another attractive sector of 
the Romanian economy is 
road infrastructure, which is 
expected to absorb 10 billion 
euro in financing from the 
country’s government. Also, 

a large part of the 33 billion euro that 
the EU-member Romania should receive 
in structural funds will go to this sector, 
Vasilescu said.

Romania, population 21.5 million, is 
one of the largest markets in central and 
eastern Europe, after Poland. It lies at 

the crossroads of three major European 
transport corridors - IV, VII and IX - 
linking it with the countries of the former 
Soviet Union, the Balkans, the Middle 
East and North Africa.

The country, however, needs ample 
investments in road infrastructure, as 
decrepit transport links threaten to cancel 
out some of its economic advantages. 
The biggest infrastructure project is the 
415-kilometre Transilvania motorway 
meant to link Romania with Hungary. 
Construction works started in 2004 but 
are progressing very slowly due to a 
difficult land expropriation process, need 

of archaeological permits 
and unstable financing.

The IT&C, bio-diesel and 
renewable energy sectors 
are also expected to attract 
the attention of foreign 
investors.

“Our country will not avoid 
the effects of the turbulences 

that affect the international economic 
context,” Vasilescu said. The country, 
however, remains an attractive business 
destination and once the financial markets 
calm down FDI inflows to Romania are 
expected to increase.

The Black Sea country’s main advantages 
are its competitive fiscal policy including 
a flat-rate income tax of 16%, tax-free 
reinvested profit, and abundance of 
skilled yet cheap workforce, Vasilescu 
said.

ARIS is monitoring projects in an initial 
phase in the country worth a combined 
1.5 billion euro as of January this year, 
which may create 6,000 new jobs in 
energy, car industry, hotels, real estate 
and wood processing, the head of ARIS 
said.

ARIS will also aim to draw investors from 
regions where the unfavourable effects of 
the crisis are minimal, especially from 
Asia, Vasilescu said.

Automotive 
industry seen 

as top draw for 
foreign investors 

in 2009

Poor 
infrastructure 
threatens to 

dull country’s 
competitive edge

by Tsvetelina Gavrilova (SeeNews)
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With an area of almost 240,000 sq km 
(ranking 9th in the EU) and a population 
of some 21 million (7th place in the 
EU), Romania is strategically located in 
Southeastern Europe. The country is the 
largest market in the region and a gateway 
to the European Union market of almost 
500 million consumers.

Three of the 10 pan-European transport 
corridors linking Central and Eastern 
Europe cross the Romanian territory, 
connecting the country with the EU, the 
Balkans and CIS countries:

 »corridor No. IV (Dresden/
Nuremberg - Constanta) and corridor No. 
IX (Helsinki-Bucharest), which provide 
both rail and road transport, 

 »corridor No. VII, an inland waterway 
- the Danube River, linking the Romanian 
Black Sea port of Constanta with Northern 
Europe, through the Rhine.

Macroeconomic data
In 2008, Romania’s GDP growth rate 
reached a real 7.1%, the highest in EU 
27. 

Romania was the best performer in terms 
of FDI inflow in SEE last year with 9.084 
billion euro, a 25% increase over 2007.

The country had the second lowest gross 
average monthly wage in EU 27 (474 
euro) last year.

Investment incentives and 
government subsidies

Foreign investors prospecting Romania as a 
possible FDI destination, enjoy a vast array 
of incentives and subsidies awarded by the 
Romanian government: tax exemption of 
reinvested dividend; possibility to apply 
accelerated equipment depreciation (50% 
in the first year) and to carry forward the 
fiscal losses for a period of up to 7 years; 
possibility for local authorities to provide 
tax exemption on land and buildings for a 
period of up to 5 years), and various state 
aid schemes adopted in all major sectors 
of the economy and aimed at stimulating 
economic growth, regional development 
and employment. 

Investment incentives are based on the 
following principles: equality of treatment, 

transparency, efficient use of incentives, 
confidentiality and eligibility.

Grants are awarded for investment 
in top sectors of the manufacturing 
and mining industries, agriculture, 
energy, environmental protection and 
improvement, water distribution, 
sanitation, waste management, and 
decontamination activities; IT and 
telecommunications, construction, tourism 
and others.

State aid schemes, aimed at ensuring 
sustainable economic development, also 
support investment in industrial parks, 
innovation and R&D projects, SMEs 
development and modernization, new 
job creation and professional training. 
Investors, which have made an initial 
investment exceeding 30 million euro 
and have created at least 300 jobs, are 
eligible to state aid under the Romanian 
government’s decision No. 1680/2008. 
State aid is awarded in instalments; state 
aid covers up to half of the cost of a 
project.

Investments of over 100 million euro, 
with eligible costs exceeding 50 million 
euro and creating at least 500 new jobs, 
are supported by special state aid schemes. 
Certain schemes allow for aid cumulation.

Foreign investors’ rights and 
obligations

Investor rights and obligations set forth 
by the Romanian investment legislation 
apply to all investors, irrespective of 
whether they reside in or out of Romania 
and whether they are Romanian or foreign 
citizens. In case a bilateral agreement 
on mutual promoting and protecting of 
investments, or another law entitles an 
investor to a more favorable treatment, 
this type of treatment is applied.

The guarantees an investor may benefit 
from by virtue of the Romanian law are 
mainly the following: 

 »possibility to invest in any field of 
activity and under any legal form provided 
by law;

 »equality of treatment: all investors, 
both Romanian and foreign citizens, are 

subject to the same just, fair and unbiased 
treatment;

 »guarantees against nationalization, 
expropriation or other measures having an 
equivalent effect;

 »assistance in carrying out 
administrative formalities;

 »the right to convert investment 
proceeds in the Romanian leu currency 
into investment currency and transfer it 
to the country of origin, according to the 
regulations on currency regime;

 »the right to choose the courts of law 
or the arbitration courts competent to 
solve any contingent disputes; 

 »possibility to hire foreign citizens, 
according to legal provisions in force.

A company set up in Romania may acquire 
private ownership over land, as well any 
real rights over immovable assets. Investors 
may convert currency on the territory 
of Romania, under rules stipulated by 
Romanian National Bank.

Investments cannot be subject to 
nationalization, expropriation or other 
measures having an equivalent effect, 
except in cases when such measures are 
imperative by reason of public utility and 
are accompanied by a prior, adequate, and 
effective compensation awarding;

After paying all legal taxes and fees 
required, non-resident investors are 
entitled to completely free transfer of 
revenues abroad.

Investment Incentives in Romania
by ARIS
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Figures for 2008 are unavailable

Slovenia
Official name: Republic of Slovenia; Territory: 20,273 sq km; Capital: Ljubljana 
Official language: Slovenian; Political system: Parliamentary republic

Slovenia lies in the heart of Europe, 
bordering Austria, Italy, Hungary and 
Croatia. Its Adriatic coastline stretches 
approximately 43 km from Italy to 
Croatia.
The tiny Alpine country, which was part 
of ex-Yugoslavia, declared independence 
in 1991, following a referendum held 
in December 1990, when 88% of the 
population voted for sovereignty. The 
country waged a 10-day war against the 
Yugoslav army to assert its independence.
Italian and Hungarian are recognised as 
official languages in the ethnically mixed 
regions near the borders with Hungary and 
Italy. Despite its relatively small territory, 
the country ranks low among the other 
European countries in terms of population 
density with only 99 inhabitants per square 
kilometre.

Main political parties: Democratic Party (SDS), Social Democrats (SD), Liberal 
Democrats (LDS), Zares, DeSUS (the pensioners’ party) 2.0 mln Euro (EUR) GMT +1

History and Population

Politics

Slovenia is a parliamentary republic with a 
90-seat unicameral chamber elected for a 
four-year term. Two seats in the National 
Assembly are reserved for representatives 
of the Hungarian and Italian minorities.
In the latest general elections, held 
in September 2008, centre-left Social 
Democrats (SD) won 30.45% of the vote. 
SD formed a coalition cabinet with two 
other centre-left parties, Zares and LDS, 
and the pensioners’ party DeSUS. The 
four parties together control 50 seats in 
the chamber.
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President:
Dr Danilo Turk, 
senior U.N. 
diplomat, 
elected in 
November 2007

International Affairs

Slovenia joined the European Union 
in 2004, becoming its first South-East 
European member. Slovenia joined NATO 
in 2004. In 2007 it became the 13th 
member of the eurozone and implemented 
the Schengen Agreement. In 2008 the 
country was the first post-communist 
country which held the Presidency of 
the Council of the European Union from 
January to June. Slovenia held its second 
elections for European Parliament in 2009, 
when the Democratic Party and Social 
Democrats won two seats, while Liberal 
Democrats, Zares and New Slovenia – 
Christian People’s Party had one seat 
each.
Slovenia is a charter World Trade 
Organisation member. Members of the 
Slovenian Armed Forces are participating 
in NATO, EU, and UN operations 
in Afghanistan, Bosnia, Kosovo, and 
elsewhere. Slovenia served as the 
Organization for Security and Cooperation 
in Europe Chairman-in-Office in 2005, was 

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)

State Debt (% of GDP)

2004 2005 2006 2007 2008

-2.2 -1.4 -1.3 -0.5 -0.9

2004 2005 2006 2007 2008

27.2 27.0 26.7 23.4 22.8

Current Account Deficit (% of GDP)

State Debt (mln euro)

2004 2005 2006 2007 2008

2.7 2.0 2.8 4.9 5.5

2004 2005 2006 2007 2008

7,356 7,755 8,289 8,071 8,473

83%

2%

2%

1% 12%

59%

2%

2%

27%

10%

 Catholic Christians
 Muslims
 Orthodox Christians
 Other
 None 

 Slovenes
 Serbs
 Croats
 Bosniaks
 Other 

 Inflation  GDP growth

Religion / Ethnic Map

Slovenian National Assembly

 SD
 SDS
 Zares

 LDS
 DeSUS
 Other

the Chairman of the International Atomic 
Energy Agency Board of Governors in 
2006-2007, was the first of the ten 2004 
EU newcomers to hold the EU’s rotating 
presidency and is chairing the Council of 
Europe in the latter half of 2009.
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Slovenia TOP 10 Companies

Fuel trader Petrol topped the ranking of 
the 10 largest Slovenian companies with 
total revenue of 2.7 billion euro in 2008. 
The Petrol Group sold 2.5 million tonnes 
of oil products in 2008, up 19% from 
2007. The group operated 425 filling 
stations at the end of last year, of which 
312 in Slovenia, 67 in Croatia, 41 in 
Bosnia and Herzegovina, three in Serbia 
and two in Kosovo.
Retailer Mercator was second with a 

revenue of 1.84 billion euro and a net profit 
of 32.1 million euro in 2008. Outside 
Slovenia, Mercator is present in Serbia, 
Croatia, Montenegro and Bosnia. The 
company entered Bulgaria in 2009 and 
plans to expand to Albania, Macedonia 
and Kosovo. 
Slovenian automobile manufacturer 
Revoz, a unit of France’s Renault, ranked 
third with revenue of 1.2 billion euro. 
The company produced 198,096 cars in 

2008 with the Twingo model accounting 
for two-thirds of the total production 
and the rest were Clio II cars. France, 
Germany, Italy and the UK are Revoz’s 
main markets. 
Slovenian drug makers Krka and Lek, 
part of the generics division of Swiss drug 
maker Novartis, ranked seventh and 
ninth, respectively. 
The combined revenue of the 10 Slovenian 
companies was 11.5 billion euro in 2008. 

 Full of challenges and changes, 
2008 was the 17th year of Slovenia’s 
independence. 
 The small Alpine country faced its 
biggest test at the start of 2008 when it 
took over the rotating presidency of the 
European Union, which it joined in 2004. 
Newly elected President Danilo Turk and 
the coalition government of Prime Minister 
Janez Jansa had to steer the 27-member 
bloc during the controversial proclamation 
of independence by the Serbian province 
of Kosovo and the failed ratification of the 
new EU Treaty. Analysts and politicians 
both at home and abroad estimated 

the first presidency of the bloc by a EU 
newcomer as successful.
 This success, however, failed to help 
the centre-right SDS of Janez Jansa to win 
the general election in September. Jansa 
was narrowly defeated by centre-left Social 
Democrats (SD) of Borut Pahor, who 
formed the country’s new coalition cabinet 
in November together with two other 
centre-left parties, Zares and LDS, and the 
pensioners’ party DeSUS. 
 The new cabinet could not complain of 
lack of challenges before it. 
 Slovenia’s export-oriented economy 
felt the heat of the global crisis in 2008. 

Tougher conditions for financing and 
dwindling demand for their products 
forced local companies to slash jobs and 
cut working hours and salaries. 
 The official unemployment rate in the 
country of two million people is projected 
to remain below 7.0% this year but is 
expected to rise to 8.0% or even 8.2% 
in 2009. The number of unemployed 
Slovenians is expected to rise to between 
78,000 and 80,000 at the end of 2009 
from some 63,000 in October.
 The government’s Institute of Macro-
economic Analysis and Development, 
UMAR, has cut its forecast for the country’s 

Slovenia in 2008 at a Glance
by Hristina Stoyanova (SeeNews)

Slovenia TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 

Rank
Company Name

Total Revenue 
2008

Total Revenue 
2007

Net Profit/Loss 
2008

Net Profit/Loss 
2007

1 5 Petrol d.d. 2,721.40 1,992.09 -64.43 45.82

2 10 Poslovni Sisitem Mercator d.d. 1,839.24 1,736.63 32.14 35.42

3 20 Revoz d.d. 1,221.50 1,261.13 18.74 28.56

4 32 OMV Slovenija, d.o.o. 913.03 509.19 13.34 11.84

5 33 Merkur d.d. 891.81 953.72 26.47 30.61

6 35 Holding Slovenske Elektrarne d.o.o. 856.65 943.96 53.76 12.41

7 37 Krka d.d. 833.57 723.35 161.13 126.52

8 39 Gorenje d.d. 802.32 861.05 11.97 13.21

9 43 Lek d.d. 729.19 772.50 67.43 79.79

10 49 Engrotus d.d. 673.93 599.57 8.07 18.34
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gross domestic product (GDP) growth this 
year to 1.1% from 3.1% forecast earlier. 
UMAR has also cut its GDP growth 
forecast for this year to 4.1% from 4.8%.
 Local companies have had problems, 
but it has mainly been the steep falls on 
global markets which dragged down the 
indices of the Ljubljana Stock Exchange 
(LJSE) by some 70% since the end of last 

year, erasing their gains in 2007. The 
negative trend on the bourse suffocated 
the market debuts of the country’s 
leading reinsurer, Pozavarovalnica Sava, 
and largest insurer, Zavarovalnica Triglav, 
discouraging other initial public offerings 
on the market. 
 After the failed sale of a 49.13% stake 
in majority state-owned Telekom Slovenije 

at the beginning of the year and amid 
the current slump on the bourse, analysts 
expect no privatisation deals in the country 
this year. They expect Slovenia’s shattered 
capital market to rebound no earlier than 
the second half of 2009 when an expected 
recovery of the economy at home and 
abroad is likely to bring back investor 
confidence.

Interview: 
Slovenia’s KD Group Plans No Near-term SEE 
Expansion, Fine-tunes Product Line to Risk-sensitive Clients

KD Group, headquartered in Ljubljana, was set up in 1994. Its key businesses span asset and investment fund management, private wealth 
management and brokerage; life, property and health insurance; banking, business and financial services, and capital investments. The 
asset management companies in the group run 24 funds. In SE Europe, the group provides investment fund services in Slovenia, Bulgaria, 
Macedonia, Serbia, Croatia and Romania, and operates privatisation funds in Bosnia and Herzegovina, and Montenegro. KD Group has 
life insurance operations in Croatia, Romania, Bulgaria and Slovenia. The group provides non-life insurance services in Slovenia.

Benjamin Josar, Executive Director
for Financial Markets KD Banka

Q: What is your macro view of the emerging 
markets where the group operates? Where do 
you see the biggest challenges for your business 
in this respect?
A: In general, we have an optimistic view 
on the national economies where the 
group is active. The financial crisis has, 
of course, had a significant 
impact, but the dark 
scenarios for countries not 
belonging to the euro area 
have not materialised. With 
prudent economic policy and 
continuous implementation 
of EU standards at all levels, 
these economies will return to the pattern 
of long-term growth.

Q: In which countries do you see the best 
opportunities for your asset management and 
insurance businesses?
A: We have a long-term focus and in 
line with this philosophy we see most 
of the countries of Central and Eastern 
Europe as attractive for these businesses. 
In particular, we consider the countries, 
where we already operate, to have the 
biggest potential.

Q: What has been the 
performance of KD Group’s 
asset management and insurance 
businesses so far in 2009? How 
does your latest performance 
compare with your goals?
A: We are satisfied with the 
way we have weathered the 
crisis so far. It was hard to 
establish relevant goals for 
2009, since the business 

plans were made at the peak 
of the crisis, but we are happy 
with both the performance 
of our investment products 
and sales levels, given the 
fact that the environment 
for these businesses is not 
particularly friendly at the 
moment.

Q: Earlier this year, the group closed its 

by Georgi Georgiev (SeeNews)

brokerage unit in Bulgaria. Do you plan 
to shed units in other countries in Southeast 
Europe? Do you plan to completely pull out of 
certain markets? If not, what are the group’s 
medium- and long-term plans for expansion in 
Southeastern Europe?
A: KD is not leaving these markets. We 
have only closed the brokerage operation 
in Bulgaria, but continue to be present 
with the remaining two businesses, 

namely fund management 
and life insurance. Currently 
we don’t plan to expand 
into other SEE countries, 
although we are constantly 
assessing the environment 
to find opportunities which 
will be seized when the time 
is right.

Q: In what direction have the 
needs and the expectations of the 

customers, whose portfolios you are managing, 
changed as a result of the global financial 
turmoil?
A: A positive side effect of the financial 
crisis was that clients changed the 
irrational expectations they had had until 
that time. Most of the clients had had a 
misperception of the relation between 
risk and return and had not associated 
significant gains with risk. The risk 

Investors 
sobering up in 
terms of return 

expectations

Entry of banking 
market to 

complete array 
of financial 

services in KD 
portfolio
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awareness is higher now than it was before 
this turmoil, and investors will demand 
more diversified investment structures 
both among various asset classes and 
within single asset classes.

Q: Do you see potential acquisition targets in 
Southeast Europe amidst the ongoing financial 
crisis?
A: We expect that the financial landscape 
will be somehow different as a result of 
the crisis. The market structure in most 
SEE countries, especially in the fund 
management and the brokerage industry, 
is quite fragmented and we will surely see 
some consolidation. For companies with 
aggressive expansion policies this may be 
the right time to achieve the scale they 
lack or a better market position.

Q: What is in your product pipeline?
A: Although the last six months were 
really good for investors on most markets, 
the investors in markets 
where we are present are still 
hesitant about new investing. 
Since clients are becoming 
more sensitive to risk, we are 
developing products that will 
reflect investors’ changed 
attitudes.

Q: Do you see a quick-recovery 
scenario for the economies in 
Southeastern Europe? What 
about the asset management 
business, in particular, when do 
you see this side of your operations 
getting back to normal?
A: As we are optimistic for 
the long run, we are realistic for the near 
future. It is unlikely the economies will 
soon recover and we may experience lower 
GDP growth rates in the following years. 
But investors will realise that despite 
the odds there are lucrative investment 
opportunities and will once again consider 
investing into asset management products 
with a greater emphasis on diversification. 
I am confident they will not be misled by 
some significant gains in recent months 
and will develop realistic expectations for 
the performance of investment products.

Q: The group entered the banking sector earlier 
this year. Do you have any plans for expansion 
on this market, both at home and abroad?
A: Entering the banking sector is currently 
the most important project of KD Group, 
since it will complete the array of financial 
services KD is offering and will change the 
way customers are served. We would like 

to concentrate on a permanent relationship 
with our clients and move farther away 
from the transactional approach. To be 
able to achieve this, we have to be able to 
offer our clients banking services alongside 
the products we are already offering, so 
that we can accommodate most of their 
needs. This model will be first introduced 
in Slovenia and although there are no such 
plans yet, I can imagine KD implementing 
a similar approach abroad as well, albeit in 
a more distant future.

Q: What distinguishes KD Group from its 
regional peers?
A: KD Group focuses on providing all 
investment products that retail and private 
clients need, starting from investment 
funds, insurance products, brokerage 
services, private wealth management and, 
since recently, banking services. Many of 
our competitors are offering similar product 

ranges, but there are very 
few of them where neither 
one of these investment 
products would dominate 
others, which is giving 
KD credibility in finding 
investment solutions clients 
really need. Superb financial 
advisory, combined with top 
investment products, will 
distinguish ourselves from 
other competitors in this 
competitive industry.

Q: What major changes in 
investing patterns have taken 
place in emerging markets in 

Europe since the group was founded?
A: We are very pleased to see that investors 
are becoming more and more sophisticated 
and familiar with modern investing. 
The very beginning, when financial 
markets were created in CEE and SEE 
countries, can be described as a learning 
period, for both financial intermediaries 
and investors. Since then, the offer of 
investment products has been constantly 
growing and investors have developed an 
appetite for a broad range of investment 
products. The main distinction between 
investors from emerging markets and 
investors from developed countries was, 
and to some extent still is, in my view, 
the extreme inclination towards risk of 
the former. In my view, this will gradually 
change, in fact this change is happening 
now, and we will see more and more long-
term investors with diversified portfolios 
and realistic return expectations.

With prudent 
economic policy 
and continuous 
implementation 
of EU standards 
at all levels, the 
SEE economies 

will return to the 
pattern of long-

term growth



SEE Country Profiles

Interview: Slovenia’s Mercator To Enter Albania, Macedonia; 
Expand Presence in Bulgaria 
by Iva Doneva (SeeNews)

Slovenia’s largest food retailer Mercator 
plans to open its first hypermarket in 
Albania in the last quarter of 2009 and 
enter the market of Macedonia in three 
years’ time as part of its expansion in 
Southeastern Europe.

The company, which recently 
entered Bulgaria, also plans 
to build a logistics centre 
in the European Union 
member state to ease its 
operations there at a later 
stage, Mercator’s Sofia-based 
procurator responsible for 
finances, IT and investments, 
Peter Gospodarich, told 
SeeNews in a recent interview. 

“In Albania we signed a lease agreement 
for Hypermarket and Intersport store in 
the City Park shopping mall in the vicinity 
of Tirana. The analysis of the market 
potential is done and it showed that there 
is definitely room for us in Albania and we 
will expand there,” Gospodarich said.

“It is going to be our standard format 
- a hypermarket in a shopping mall in 
Tirana,” He said but disclosed no detalis 
about the mall or its cost.

Mercator also plans to enter Albania’s 
eastern neighbour Macedonia “in two to 
three years’ time, but it could also be earlier 
if proper investment opportunity arises”, 
Gospodarich said without elaborating.

Outside Slovenia, parent group Mercator 
(www.mercator.si) is present in Serbia, 
Croatia, Montenegro and Bosnia. In 
addition to Albania and Macedonia 

Mercator aims 
to become the 
leading chain 
of fast moving 
goods in SEE

Peter Gospodarich, Sofia-based 
procurator Mercator
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Mercator also plans to enter Kosovo. It 
had a network of 1,436 retail stores in all 
of its countries of operation at the end of 
June, 2009.

Earlier this year the food 
retailer said it plans to invest 
80 million euro ($111.3 
million) in the construction 
of up to nine hypermarkets 
in Bulgaria by the end of 
2012.

Speaking about the possible 
construction of a logistics 
centre in Bulgaria, Gospodarich said:

“This is definitely one of the options that 
we are seriously considering but not really 
at this stage. We are just concentrating 
on the opening of the first two shops and 
positioning ourselves on the market and 
securing place for other developments,” 
Gospodarich said and added that such a 

logistics facility could be 
opened after 2010.

Mercator aims to become 
the leading chain of fast 
moving goods in SEE. It has 
a market share of 36% in 
Slovenia, 8.0% in Serbia,

6.0% in Croatia, 4.0% in 

Montenegro, and in Bosnia it controls 
2.0% of the market. The group will aim 
to raise its market shares to 15% in Serbia 
and Croatia, and to 10% in Bosnia and 

Montenegro by 2012.

Mercator plans to invest 
at home and abroad 220 
million to 260 million euro 
yearly by 2012. The group 
invested 66 million euro in 
the first half of the year and 
it plans to spend a further 93 
million euro by the end of 
the year. In 2008 it invested 

over 300 million euro.

Mercator’s net profit slumped 49.6% 
year-on-year to 11.3 million euro in the 
first half of 2009, while consolidated sales 
revenue rose 0.9% year-on-year to 1.294 
billion euro.

The company expects a net profit of 
20.5 million euro in 2009, down from its 
previous forecast of 30 million euro. Last 
year it posted 40.8 million euro in net 
profit. 

Marcator group had 21,258 employees 
at the end of June and it plans to raise 
their number to 22,077 by the end of the 
current year.

Plans to invest 
up to 260 

million euro per 
year at home and 
abroad by 2012
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Bulgaria
Official name: Republic of Bulgaria; Territory: 110,550 sq km; Capital: Sofia 
Official language: Bulgarian; Political system: Parliamentary republic

Located in the Balkans, Bulgaria offers 
a highly diverse landscape: the north is 
dominated by the vast lowlands of the 
Danube and the south by highlands and 
elevated plains. In the east, the Black 
Sea coast attracts tourists all year round. 
Founded in 681, Bulgaria is one of the 
oldest states in Europe. The country’s 
history has been marked by its location 
near Europe’s frontier with Asia. Some 
85% of Bulgarians is Orthodox Christian 
and 13% is Muslim. Around 10% of the 
population is of Turkish origin, while 3% 
is Roma.

Foreign debt as of end-2008 (mln euro)
Bonds 1,736.7

Credits to the Paris Club 125.9

Credits to the World Bank 574.2

Credits to the European Union 40.0

Credits to other institutions 19.0

State investment loans:  

- World Bank 208.7

- EIB 382.4

- EBRD 0.7

- Other 165.1

Activated state guarantees:  

- World Bank 17.5

Total foreign debt 3,270.2

Main political parties: GERB (Citizens for European Development of Bulgaria), 
Bulgarian Socialist Party (BSP), DPS, Ataka, The Blue Coalition;
Order, Lawfulness and Justice (RZS) 

History and population

Politics

Bulgaria is a parliamentary republic with a 
240-seat unicameral chamber elected for a 
four-year term. 
The right-of-centre GERB party, led by 
Sofia mayor Boyko Borisov, won the most 
votes in the July 5, 2009 parliamentary 
elections and has 116 seats in parliament. 
The Socialist-led Coalition for Bulgaria 
came second with 40 seats, followed by 
the ethnic Turks’ DPS party with 38 
seats. Strongly nationalist Ataka party 
has 21 representatives in parliament. 
The Blue Coalition, comprising the 
Union of Democratic Forces, SDS, and 
Democrats for Strong Bulgaria, DSB, led 
by ex-premier Ivan Kostov, has 15 seats. 
The only other party to cross the 4.0% 
threshold for entry into parliament is the 

Bulgarian National Asssembly
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President:
Georgi Parvanov, 
of the BSP, 
re-elected in 
October 2006 
for a second term

International Affairs

Bulgaria became member of NATO in 
2004 and joined the EU in 2007 together 
with Romania. The country hopes to join 
the Eurozone by mid-2013. It set March 
2011 as a target date for accession to the 
Schengen zone. In 2009 Bulgaria held its 
second elections for Members of the EU 
Parliament. GERB won 5 seats, while 
the Socialist Party won 4 seats. Bulgaria 
was among the eleven countries, which 
in 1992 founded the Black Sea Economic 
Cooperation (BSEC) organisation. In 2001 
the UN General Assembly elected the 
country as a non-permanent member of 
the Security Council for the period 2002-
2003.

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)

2004 2005 2006 2007 2008

1.70 2.36 3.6 3.8 3.0

Current Account Deficit (% of GDP)

2004 2005 2006 2007 2008

7.5 14.9 15.7 21.6 25.3

90%
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82%
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 Inflation
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Religion / Ethnic Map

7.6 mln Lev (BGN) GMT +2

Order, Lawfulness and Justice party, RZS, 
which has 10 representatives.
Borisov took over as prime minister from 
Socialist Party leader Sergey Stanishev who 
led a three-party coalition government 
comprising BSP, DPS and the NDSV party 
founded by former Bulgarian king Simeon 
Saxe Coburg-Gotha.
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Bulgaria TOP 10 Companies

Oil refinery Lukoil Neftochim and fuel 
trader Lukoil-Bulgaria, both majority-
owned by Russian giant Lukoil, ranked first 
and second, respectively, in the national 
sub-ranking. Despite a 23% increase in 
total revenue, Lukoil Neftochim ended 
2008 with a net loss of 242 million euro 
due to the volatility of global oil prices. In 

2008 the company processed 7.116 million 
tonnes of crude oil. Lukoil Neftochim 
meets about 80% of domestic demand for 
motor fuels.
NEK power grid operator and Bulgargaz 
gas monopoly both made it to the national 
ranking. The two companies are part of 
state-controlled Bulgarian Energy Holding 

(BEH) group formed in September 2008. 
NEK posted a 19% increase in revenue to 
1.5 billion euro, while Bulgargaz generated 
revenue of 732.7 million euro in 2008, up 
28.8% year-on-year.
The combined revenue of the top 10 
Bulgarian companies totalled 12.9 billion 
euro in 2008.

Bulgaria ended 2008, its second year as 
member of the European Union, with 
strong economic growth, record low 
unemployment, below the EU average; 
major energy deals and the successful 
privatisation of the few remaining key 
state-owned assets.
However, its equity market plunged, 
banks tightened lending and businessmen, 
politicians and citizens wandered what the 
global financial turmoil will mean for the 
country next year. 
Bulgaria’s economic growth accelerated 
to 7.0% year-on-year in the nine months 
through September, beating expectations 
and faster than the 5.9% growth in the 
same period a year earlier. The country’s 

jobless rate fell to record low levels, 
reaching 5.85% in November, compared 
to 6.62% a year earlier. 
All government, industry, business officials 
and analysts agreed that 2009 would be 
a difficult year as the crisis worsens. The 
construction sector was severely hit.

ENERGY

At the turn of the year, Bulgaria, a former 
Soviet Union satellite, signed three major 
energy deals during a visit by Russia’s then 
President Vladimir Putin. 
Bulgaria assigned a 3.99 billion euro 
($5.7 billion) contract for the construction 
of its second nuclear power plant to 
Russia’s Atomstroyexport in January. The 

construction of the 2,000-megawatt plant 
in the town of Belene, on the Danube river, 
was scheduled to start in 2009 and the 
first 1,000 MW reactor at the plant was 
planned to be put on stream at the end of 
2013 or in early 2014, and the second one 
a year later.
The government in Sofia picked German 
group RWE as its strategic partner in the 
project, in which it holds 51%, and a joint 
venture deal was signed in 2008.
The German energy group has started talks 
with Belgian Electrabel, owned by French 
power giant GDF Suez, to share half of its 
49% interest in the project.
During Putin’s visit, Bulgaria, Russia and 
Greece signed a deal for establishing a 

Bulgaria in 2008 at a Glance
by Iva Doneva (SeeNews)

Bulgaria TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 3 Lukoil Neftochim Burgas AD 3,646.97 2,956.98 -242.05 52.93

2 6 Lukoil-Bulgaria EOOD 2,465.32 1,861.07 0.841 16.55

3 15 Natsionalna Elektricheska Kompania EAD 1,521.43 1,275.46 23.95 21.21

4 18 Aurubis Bulgaria AD 1,308.50 1,128.27 -86.44 26.76

5 38 OMV Bulgaria OOD 805.63 574.27 4.30 8.10

6 42 Bulgargaz Holding EAD 732.73 569.11 -46.29 44.48

7 48 Mobiltel AD 678.53 643.39 166.36 159.14

8 55 Naftex Petrol EOOD 626.66 348.74 105.51 -4.95

9 60 Stomana Industry AD 577.21 448.18 48.94 46.88

10 65 Overgas Inc. AD 561.51 341.36 5.70 10.35
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project company that would build an oil 
pipeline that could carry up to 50 million 
tonnes of Russian crude from Bulgaria’s 
Black Sea coast to Greece’s Aegean coast, 
bypassing the tanker-clogged Bosphorus 
Straits. The construction of the pipeline 
would cost around 1.0 billion euro.
Also in January, Bulgaria and Russia signed 
an agreement to set up a 50/50 joint 
venture that would build and manage the 
Bulgarian section of the multi-billion euro 
South Stream pipeline, designed to carry 
Russian natural gas to western Europe via 
Bulgaria.
Bulgaria, which was a leading power 
exporter in Southeastern Europe before 
closing down two pairs of reactors at its 
sole nuclear power plant Kozloduy, has a 
great ambition to regain this role. Apart 
from the Belene project, the country set 
up in September an energy megagroup 
incorporating assets worth some 8.5 billion 
levs of five key state-owned companies – 
the Kozloduy nuclear power plant, gas 
company Bulgargaz, power grid operator 
NEK, coal-fired power plant Maritsa East 
2 and the Maritsa East coal mines.

PRIVATISATION

In 2008, Bulgaria moved to speed up 
the privatisation of its tobacco group 
Bulgartabac, a former monopoly, which 
has been losing market share to foreign 
competitors. Parliament scrapped the 
group’s privatisation plan drafted in 2003 
and took the group off the list of key state-
owned companies critical for the national 
security, whose sale must be endorsed by 
the legislature. Political wrangling has 
been delaying the group’s privatisation for 
years. 
Bulgartabac sold majority stakes of two of 
its cigarette making factories, Slantze Stara 
Zagora and Plovdiv BT, on the bourse in 
Sofia in July for a combined 49.1 million 

levs ($35.8 million/25.1 million euro).
Now the holding group, which is 80% 
owned by the state, comprises the holding 
company, two cigarette-making factories, a 
tobacco processing factory, a trading arm 
and several idled factories.
Bulgaria sold 70% of its maritime shipping 
company Navibulgar to German-led 
consortium KG Maritime Shipping for 
more than 440 million levs. The consortium 
pledged to invest 780 million levs in 
Navibulgar in the next 10 years, aiming to 
make it the biggest maritime carrier in the 
Mediterranean area.
In early 2008, the government hoped to 
dispose of the few remaining state-owned 
heating utilities in an attempt to further 
liberalise its energy market after joining 
the EU. It launched the privatisation of the 
heating utility in the northeastern town 
of Shumen but cancelled the tender as 
no investors showed up. It is still unclear 
whether it will repeat the tender. The 
asset-selling body is also preparing the 
privatisation of the heating utility company 
in the western city of Pernik. 

BOURSE

The year 2008 was painful for the Bulgarian 
equity market, which was ravaged by the 
global financial turmoil. The benchmark 
SOFIX index lost 80% last year, after 
skyrocketing in November 2007. Foreign 
institutional investors and smaller investors 
left the market in panic sell-offs. 
Unlike 2007, when Bulgaria’s stock 
exchange saw a boom in initial public 
offerings (IPOs), 2008 was marked by 
delayed listing plans. About 20 companies 
were listed on the Bulgarian Stock 
Exchange in 2007 and another 60 firms 
said they planned to go public. However, 
the worsening economic conditions in 2008 
persuaded most of them to postpone their 
flotations on the domestic bourse until 

better times return.

CONSTRUCTION

The final months of 2008 proved tough 
for the construction and real estate sectors, 
which were the first to be hit by the credit 
crunch, with funds for new projects hard to 
come by. While investors have been proudly 
announcing multi million euro projects for 
residential, office and retail construction in 
the previous year, in 2008 they were quietly 
putting their mega projects on hold.
Estimates of the Bulgarian Construction 
Chamber showed that projects worth 2.0 
– 2.5 billion levs were frozen in 2008 and 
it is uncertain whether and when they will 
be relaunched. As a result 150,000 workers 
in the sector, including those illegally 
employed, were expected to be laid off this 
year.

BANKS

Despite bank and government officials 
assuring the public of the soundness of 
the banking system, the first alarm signals 
have been sounded. Even though Bulgarian 
banks were not exposed to the toxic high-
risk debt instruments which hit many 
banks in more developed economies, they 
tightened lending requirements
Lending growth slowed by 32.5% after 
surging 64% in 2007. In the months 
through November, banks’ credit portfolio 
rose 39.2% on the year.
To help local commercial banks cushion 
the impact of the crisis, Bulgaria’s central 
bank allowed commercial banks to be 
more flexible, easing their access to liquid 
assets. The central bank cut its minimum 
reserve requirement to 10% from 12% as 
of December 1, while a month earlier it 
relaxed the reserve requirements saying it 
would consider half of the cash banks hold 
in their vaults as reserve assets, aiming to 
raise the liquidity of the country’s banking 
system.
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Interview: Bulgaria Can Hope To Return to Record 
Pre-Crisis FDI in Medium Term

The mission of the government’s InvestBulgaria Agency is to help potential and existing investors explore investment opportunities in 
Bulgaria and carry out greenfield investment projects in the country. Our team of 35 professionals in Sofia and several others abroad 
works at the highest standards to achieve, business confidence and integrity. We access directly all Bulgarian government institutions to 
facilitate the entry and development of your business in the country.

Dimitar Nikolov, Marketing Manager
of InvestBulgaria

Q: What is your forecast for the FDI inflow 
this year having in mind the 54% annual drop 
through May to 1.114 billion euro ($1.577 
billion) reported by the central bank after record-
high FDI levels in the past couple of years?
A: With investment activity depending 
on both politics and economics, I think 
it should be noted that the year 2009 
has created plenty of advantages ahead 
of Bulgaria - both political and economic 
ones. There were general elections, we 
have a new political force in power and 
this aspect is important. In the economic 
aspect Bulgaria has not remained an island 
unaffected by the crisis when the whole 
region of Southeast Europe failed. You 
know that following five consecutive years 
of steady economic growth we registered a 
downturn of 3.5% in the first 
quarter of the current year. 
An economic growth forecast 
of zero, with a little tilt to 
the plus or the minus side, is 
close to reality.
Based on this, we cannot 
expect that investments will 
not suffer. Data releases so far 
have been preliminary and will 
be revised. It is easy to make 
forecasts when the economy 
is growing but now it is really hard, in a 
crisis labeled as a very unpredictable one 
and among the worst ones. Investments 
will fall drastically worldwide this year.

With regard to Bulgaria, if we reach an FDI 
inflow of 3.0-4.0 billion euro, we’ll have to 
estimate it as good or satisfactory. It may 
happen that we reach 4.0 billion euro but 
report the final figure in 2010 or 2011, 
as revisions and corrections will be taking 
place. The 2007 data are still preliminary. 
It was 6.0 billion euro in 2007 and now it 
is 8.5 billion euro.

Q: Can we expect a reversal of the current falling 
trend and return to the record-high investment 
levels we had before the crisis?
A: This can definitely happen and should 
happen. We must be optimists. Bulgaria 
has the potential and the prerequisites to 
be very attractive for foreign investors. 
Not only because we are a European 
Union member state. Our strategic 
position is important but it is not enough. 
It is important, because the investor knows 
that from Bulgaria his products have a 
direct access to the European Union, a 
market of half a billion people, but also 
eastwards, to the still undeveloped markets 
of the republics of the former Soviet Union, 
Turkey and the Middle East. We do have 
the prerequisites in place, like the currency 
board system, which will allow us to keep 
financial stability, good tax legislation and 
the Investment Promotion Act. Therefore 
I am optimistic that in the medium 
term Bulgaria can reach and even exceed 
investment levels comparable to those we 

had in the last three years.

Q: What are the main projects 
InvestBulgaria is working on?
A: We have had less inquiries 
from investors this year 
as compared to last year. 
However, we are satisfied 
with what has been done so 
far. In the first half of the year 
we had eight major projects 
mostly in the processing 

industry and the renewable energy sector. 
These are projects whose investors have 
already made investment decisions and 
have been certified by the minister of 

economy. Their combined value is half 
a billion euro and after their completion 
3,500 jobs will be opened.
We are working on another 18 projects, 
which are at an earlier stage, in the chemical 
and food industry, metal processing, 
renewables, medical equipment, human 
healthcare, business process outsourcing 
(BPO) and information and communication 
technologies (ICT). Investors are from 
Germany, the United Kingdom, Israel, the 
U.S. and the Far East.

Q: Do the sectors that are the most attractive 
to investors overlap with the sectors which are a 
priority for Bulgaria? Is it possible to see other 
sectors of economy slumping like the real estate 
sector did?
A: One of the key problems of our economy 
is the current account gap. Therefore, I 
consider as priority sectors for investment 
in Bulgaria all those in the field of industry 
and services that will help reduce the 
negative trade balance and the current 
account deficit. Such sectors can be all 
those in the processing industry featuring 
modern technologies and export-oriented 
production competitive on international 
markets.
But to attract investors to these sectors, 
we should convince them that we have 
competitive advantages. For example, 
the food industry is one of those sectors, 
we have resources, traditions, but what 
is the situation in the farm sector? So, 
firstly we should work to faster improve 
agriculture production and its high-tech 
and sustainable development. The farm 
sector today should not be the one that was 
50 years ago.
Indeed, most investors aim to put their 
money into sectors where they have return 
on investments the soonest. Of course, these 
are the riskiest sectors. What happened in 
the real estate sector may happen in many 
other sectors and activities, too, or it could 
be repeated in the real estate sector.

Q: Are there domestic factors that have led to the 
fall in FDI in Bulgaria? What else should the 

by Iva Doneva (SeeNews)

Focus on sectors 
that can help 
ease negative 
trade balance, 

current account 
deficit
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state do to keep and attract investors?
A: Each country in the world suffers 
shrinking investments and the basic reason 
is the global financial crisis, the expensive 
financial resources, the shrinking markets. 
Few are those who decide to invest at the 
current moment.
But this does not mean that if we have 
worked better to improve our transport 
infrastructure, and I have in mind not only 
roads but also railroads and airport and port 
terminals, or if we have been solving our 
problems in the judicial system, or easing 

administrative procedures, the results 
would not have been better and the crisis 
would not have affected us more mildly.
Still, there is a long period of time ahead 
of the state, in which it should do its best 
to attract foreign investors. In the current 
environment, this should be a priority for 
the state. There are many things that are 
yet to be done, for example improving 
the infrastructure which gives the first 
impression of the country to any foreign 
investor.
A bigger financial resource for direct 

financial subsidies for projects that are 
important to the state should be set aside as 
well. Investors expect to get direct financial 
subsidies in cash as they do in many other 
countries.
A good initiative of the former government, 
though a belated one, is the development 
of industrial zones where we will be able 
to offer to the investors well developed 
infrastructure, management, wide range 
of services like banking, consulting, 
transport facilities, assistance in finding 
subcontractors.

Interview: 
Bulgaria’s Financia Group Sees Profit Growth Opportunities 
in Consultancy Services for Corporate Restructruing/M&A 

Stanimir Krastev, Member of the Board of Direc-
tors, Alfa Finance Holding AD/Deputy Chairman 
and Executive Director, Financia Group

Q: Has the global crisis dampened competition on 
the financial services market in SEE?
A: The financial crisis has changed the 
whole global financial system and forced 
it to find an entirely new structure. Of 
course, this has also affected the regional 
financial sector in many ways. In contrast 
to the developed markets, ours is still in 
its early stage of developing its segments 
and structures. Their recent dynamic 
growth attracted a lot of companies and 
new players, which managed to find their 
place on the market and generate profits, 
helped by the positive environment. Now, 

the competition has shifted significantly. 
The companies no longer compete by 
offering the lowest prices but try to bring 
security, offer a more varied product 
portfolio, adapted to the new market 
conditions and the changing needs and 
expectations of the customers. Only those 
who prove to be flexible and manage 
to restructure to the new 
requirements will be able to 
survive on the market, and 
not follow those who already 
were pushed out. 

Q: In what direction has the 
downturn changed the needs 
and expectations of the customers 
whose portfolios are in the 
custody of Bulbrokers, the group’s 
investment intermediary? 
A: The global financial shock has changed 
considerably our clients’ expectations for 
the yield they can get and also their risk 
tolerance. For example in 2007 and at the 
beginning of 2008, the yield of a relatively 
diversified shares portfolio often exceeded 
100%. The long term positive trend had 
made the customers more relaxed and 
not interested in the amount of risk. The 
investments in conservative instruments 

by Georgi Georgiev (SeeNews)

Financia Group, a joint venture of Austria’s HYPO Investmentbank AG and Sofia-based Alfa Finance Holding, is active in the field 
of financial services in Bulgaria, Macedonia and other countries in the region. The group specialises in corporate finance, equity capital 
markets and M&A advisory services, investment intermediary services, trading in shares and debt instruments, asset management, 
securitisation and management of loans and receivables, insurance brokerage services, treasury, real estate and public finance, public-
private partnerships, investment and private banking.

with lower risk and yield like money market 
instruments or bonds were unattractive. 
After the indices plunged by over 70%, the 
risk was again in the centre of the attention. 
Most of our clients no longer ask us,“What 
is the yield I can get?”, but rather, “What 
is the risk of losing my money” from a 
particular investment. 

Q: Earlier this year, Slovenia’s 
KD Group closed its brokerage 
unit in Bulgaria. What is 
the scale of contraction of the 
asset management business in 
Bulgaria?
A: As far as I know, apart 
form KD Securities, few other 
investment intermediaries 
have announced that they 

are terminating their activities on the local 
market. This is a normal process. Currently 
there are more than 60 investment 
intermediary companies that operate in 
Bulgaria, which even during the period of 
dynamic growth was a really big number 
for such a small market. It can be expected 
in this environment that the number of 
the companies from the sector that are 
asking themselves “Is it worth continuing 
to operate?” will increase. I think that 

Stock market 
crash put 
portfolio 

risk in the 
spotlight
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only those that provide an entire portfolio 
for one-stop-shop wealth management 
services for their clients (both individual 
and corporate) will cope with the crisis most 
easily and remain stable on the market. 
I believe that Bulbrokers 
has managed to achieve this 
successfully and the positive 
results are already seen. 

Q: Where does Financia Group 
see the biggest potential for revenue 
growth in the current conditions? 
A: Like in every crisis, despite 
market stagnation, there 
are also many opportunities. 
Speaking from the point 
of view of the Financia Group, our main 
advantages have always been that we know 
our clients’ needs and we are able to meet 
them entirely. We have a strong track 
record that includes some of the biggest 
privatisation deals via the stock exchange, 
including the biggest Bulgarian companies 
– BTC, Bulgartabak, DZI, Oil and Gas, 
etc. Bulbrokers Consulting is among the 
main players in the M&A market and 
investment consultancy segment – we 
have led the acquisition of DZI Bank by 
EFG Eurobank and the deal between 
DZI and Belgium’s KBC Group. In my 
opinion, the current environment provides 
a lot of opportunities for profit growth in 
the corporate consultancy segment. The 
expected consolidation and restructuring in 
many sectors of the economy will increase 
the demand for high-quality services in 
the M&A segment. There is also a strong 
demand for consultancy services related to 
intercompany restructuring and improving 
effectiveness by streamlining costs – 
something very topical during a crisis. 

Q: In what shape is Bulgaria’s IPO market? 
What is the medium-term outlook for IPOs in 
Bulgaria? 
A: Currently the IPO market is close to the 
freezing point. In contrast to the past years 
when more than 60 companies announced 
their plans to list their shares on the BSE, 
this year they prefer to wait for a year or 
two for the environment to improve. This 
is a normal process unfolding globally. 
Investors also are not so eager to participate 
in IPOs at the moment, and prefer to act 
cautiously, unless prices are really attractive. 
Currently there is a major process going 
on – the sellers that still envision the 2008 
prices have to adjust their expectations to 
the new environment, while the buyers 
think the prices are still high and wait for 

them to fall further. It will take some more 
time for these expectations to converge, 
which will provide a strong stimulus to the 
IPO market. Until this happens, though, 
investment intermediaries will have a 

key role on the market. It 
is up to them to take into 
account the current high risk 
intolerance among investors 
and offer, apart from the 
traditional shares, more 
suitable IPO instruments, 
bear lower risk and provide 
fixed income or some sort of 
capital protection. 
In the medium term I am 

an optimist and I believe the IPO market 
will recover and even surpass the pre-
crisis levels. One reason for optimism is 
the already announced plan of the new 
government to list part of the big energy 
companies.

Q: Do you think the Bulgarian 
stock market is bottoming out after 
the Bulgarian Stock Exchange 
recently hit a fresh 2009 high?
A: The Bulgarian stock rally 
from the beginning of August 
was a surprise for the market 
participants but I would 
define it as a belated reaction 
to the global trends, rather 
than as an explicit positive trend. From 
the beginning of 2009 most European and 
regional exchanges have scored increases, 
while the Bulgarian indices were lagging 
behind this positive trend. Finally, in 
August the market found a more sound 
base for optimism and caught up with the 
regional progress. It is too early, though, 
to define this as a sustainable recovery, 
especially on the back of the rising concerns 
for the global economic outlook. Caution 
remains a major factor in taking investment 
decisions. That is why a correction on 
international markets is the more plausible 
scenario in such an environment. This will 
affect the Bulgarian market, too.

Q: Are Bulgarian stocks undervalued in 
comparison with other emerging markets?
A: Comparing the development of the major 
stock indices across the region it is quite 
evident that most of the other emerging 
markets have advanced significantly for the 
past couple of months, while the Bulgarian 
market still cannot find enough strength 
to generate a more stable rise, even after 
its recent sudden rally. At the same time 
the Bulgarian economy performs better 

than other emerging markets that have 
scored double-digit declines and a more 
painful recession. The Bulgarian public 
companies also suffer smaller declines in 
sales, compared to their Romanian, or 
Hungarian counterparts, for example. The 
cross region main market ratios comparison 
also indicates that the Bulgarian shares look 
much undervalued. The main Bulgarian 
index Sofix currently trades on average 
P/E of 7.5, while the average for the region 
is nearly 19 (NTX New Europe Blue 
Chips Index, data by Bloomberg). One 
explanation for this is the still high levels of 
uncertainty about the future dynamics of 
the economy and, respectively, the public 
companies’ performance. Despite that 
on every market there are always over- 
and undervalued stock and it is up to the 
investor to find and distinguish them no 
matter the direction of the market, in order 
to be successful.

Q: What is new in your product 
pipeline?
A: One of the newest 
products that we are glad 
to offer is the money market 
mutual fund that we added 
to the asset management 
portfolio. The main idea 
behind the new fund was to 
answer the increased demand 

for low-risk instruments with fixed income. 
The new fund is designed mainly for the 
institutional investors and big individual 
clients with conservative investment profile 
focusing on the safety and the liquidity of 
the instruments. 
We also plan to continue improving our 
traditionally strong consultancy and M&A 
services. The frozen IPO market is a huge 
stimulus for us to find alternative methods 
for financing for our clients. A few months 
ago we finalized the project for the Kavarna 
municipal bonds issue. The 3 million euro 
issue was bought entirely by our strategic 
partner HYPO Investmentbank. This is 
the first finalised deal for the financing of 
the Bulgarian economy resulting from the 
strategic partnership between Alfa Finance 
Holding and the Austrian bank. 

Q: How has the credit crunch affected Macedonia 
and, in particular, the business of the group’s 
banking unit there, Capital bank, Skopie?
A: Not only in Macedonia, and in Bulgaria, 
but also within the region, the development 
of financial markets and local economies are 
to a large degree linked to the development 
of world economy. 

Bulgarian 
shares look 

undervalued 
compared with 
rest of region

Bulgarian IPO 
market seen 
recovering 
in medium, 
surpassing 

pre-crisis levels
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Interview: Bulgaria’s Mobiltel Looks Beyond Mobile Voice 
Services To Sustain Growth 

Andreas Maierhofer, CEO Mobiltel

Q: Has the financial crisis affected your 
business?
A: The economic recession did not influence 
the clients’ number but definitely it affected 
consumption, which is quite logical for 
times of crisis, people and companies 
tried to save money and to balance their 
budgets by decreasing the expenses. The 
saving tendency is more visible in the 
business segment, especially in Bulgaria, 
where the GDP shows a significant 
decrease. The trend in all 
industries is a downward one 
and many businesses reduce 
spending. In such a situation 
our main goal is to keep our 
profitability.

Q: What is the corporate strategy 
you are relying on to achieve a 
steady growth in the future?
A: Mobiltel is no longer 
just a mobile operator. It’s 
a telecoms operator offering 
a vast range of services and we broaden 
our business. It is not a secret that the 
voice telephony was our main business 
for years but the penetration of SIM-cards 
in Bulgaria went over 130%. We can not 
expect any further growth here.
Our strategy is to compensate by 
income from data transfer and mostly by 
providing high-speed Internet via mobile 
devices. The increase of mobile broadband 

revenues is a clear trend for the future. 
That is why we shall keep on investing 
in the wireless Internet. The second 
significant opportunity for our business 
development is the fixed telephony. Last 
year M-Tel entered very successfully into 
the fixed-line business. We are in front of 
the fixed number portability 
and I expect it will shake the 
monopolistic status of BTC 
[Bulgaria’s dominant fixed-
line operator], especially in 
the business segment. These 
are our two main income 
sources.
We intend to develop further our approach 
in micro segments – video surveillance, 
navigation services. I do believe this is the 
right path for growth. 

Q: The number of your clients continued to grow 
last year. What are your forecasts for the future? 
Do you think that the Bulgarian market has 
reached its point of saturation?
A: The high penetration level is a clear 

indicator that mobile services 
have become part of our life 
and they are affordable to 
anyone. Mobile services will 
continue to develop beyond 
voice communication and will 
make our life easier, through 
establishing new means of 
interaction, enhanced access 
to information and wider 
choice for people. That is 
why it is pleasure to be part 
of this industry.

There is something more: the clients’ loyalty 
is not based only on prices and new tariff 
plans. It is based on certain values shared 
by our company. Innovation is one of them. 
Our leading position in innovations is due 
to the third generation networks (UMTS, 
HSDPA, and HSUPA), nationwide EDGE 
coverage (we are the only operator on the 
market with it), the new version of the 

by Iva Doneva (SeeNews)

Bulgarian wireless operator Mobiltel, part of Telekom Austria, will focus on strengthening its data transfer and mobile high-speed 
Internet businesses and expanding its fixed telephony network, aiming to sustain growth after mobile voice penetration comes closer 
to the saturation point in Bulgaria. The company posted a 29% annual decline in its operating income to 74.4 million euro ($104.9 
million) in the first half of 2009. Mobiltel increased its customer base by one percent to 5.2 million people at the end of June, compared 
to the end of June 2008. Its market share fell slightly to 50% from 50.5% at the end of June 2008. Mobiltel competes with Globul, a 
unit of Greek wireless operator Cosmote, and the smaller Vivacom, previously Vivatel, owned by Bulgarian telecoms group BTC. 

Niche segments 
like video 

surveillance 
and navigation 
services among 
development 

targets

Vodafone Live portal. Due to our focused 
approach we are the clear leader in terms 
of broadband customers and our efforts in 
the future will continue to be aligned in 
this direction.

Q: What are your forecasts for Mobiltel’s 
financial performance this year?

A: The leadership on the 
market and in innovations, 
combined with a very 
efficient cost structure, 
bring us in an excellent 
position in terms of financial 
performance and our profits 
are barely affected. The 

financial performance is a reflection of our 
market performance. Mobiltel is in a very 
good shape because of our clear market-
driven approach over the past years. That’s 
why I am convinced that we can manage 
our profitability as planned.

Q: What will be your answer to the recent 
regulation for cutting roaming tariffs imposed 
by the European Commission?
A: I would underline that any regulation 
on a free market leads to a negative 
impact. Our observations rather show that 
markets with strong competition regulate 
themselves without the need of external 
forces. The fact is that Mobiltel did not 
wait for the regulation. We began to apply 
lower prices last year. The average decrease 
of the roaming price, which we offer, is up 
to 50%. Additionally, we offered new tariff 
models to our clients, which gave them 
different advantages. 
But we have to point out that there 
is a problem with the regulation. The 
expectations of Brussels for increased 
traffic did not come true. The regulation 
only leads to decreasing of the operators’ 
income. The future effect of the net loss 
will be lower investments and that is why 
I see this decision as a wrong one. The 
whole industry does not understand this 
approach.

Innovation lead 
secured by 3G 
infrastructure
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Croatia
Official name: Republic of Croatia; Territory: 56,540 sq km; Capital: Zagreb 
Official language: Croatian; Political system: Parliamentary republic

Croatia is located in the Western Balkans, 
between Bosnia and Herzegovina, and 
Slovenia. The country has 1,185 islands in 
the Adriatic Sea, out of which only 47 are 
inhabited. It formed a kingdom with Serbs 
and Slovenes in 1918. After the World 
War II, it became a constitutional federal 
republic of the Socialist Federal Republic of 
Yugoslavia. From the 1950s, Croatia had 
autonomy within Yugoslavia, being ruled 
by the Communist Party. Croatia declared 
independence in 1991, which was followed 
by the 1991-1995 war against local ethnic 
Serb rebels and the Yugoslav army. Croatia 
was internationally recognised in January 
1992 by the European Union and the 
United Nations. During that time, Croatia 
controlled less than two-thirds of its legal 
territory. The first country to recognise 
Croatia was Iceland in December 1991.

Roman Catholics make up 87.8% of the 
population, followed by 4.4% Orthodox 
Christians and 1.3% Muslims. According to 
the 2001 census, Croatia has a population 
of 4.437 million, out of whom 3.98 million 
are Croats and 201,600 Serbs. The country’s 
ethnic minorities include Bosnians, Italians, 
Slovenians, Hungarians, Slovaks.

Foreign debt as of end-2008 (mln euro)

State 4,164.7

- Short-term debt 31.8

- Long-term debt 4,132.9

Central bank 2.3

- Short-term debt 2.3

Total foreign debt 4,167.0

Main political parties: HDZ (Croatian Democratic Union), Social Democratic Party of 
Croatia (SDP), Croatian People’s Party – Liberal Democrats (HNS), Croatian Peasant 
Party (HSS) 

4.4 mln Kuna (HRK) GMT +1

History and Population

Politics

Croatia is a parliamentary republic. The 
Croatian parliament (Hrvatski Sabor) 
has between 100 and 160 members, 
depending on voter turnout among ethnic 
minorities and expatriates. Currently, the 
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Democrats 
(HNS), re-elected 
in January 2005

International Affairs

parliament has 153 members elected for 
a four-year term. In November 2007 Ivo 
Sanader and his conservative HDZ party 
won the parliamentary elections. The main 
opposition party, the SDP, won 56 seats. 
In January 2008 Sanader headed a centre-
right coalition government. In July 2009, 
Sanader resigned and was replaced by 
deputy Prime Minister Jadranka Kosor. 

On July 6, parliament endorsed a HDZ-
dominated cabinet proposed by Kosor in 
a 83-45 vote.

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Current Account Deficit (mln euro)

2004 2005 2006 2007 2008

1,433.7 1,975.6 2,715.2 3,236.7 4,438.1

86%

5%
9%

88%

4%
1% 7%
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 GDP growth
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Croatia became member of NATO in April 
2009. 

Croatia’s EU membership talks, launched 
in 2005, hit a major snag last December 
when its neighbour and EU member 
Slovenia vetoed any further progress in 
the negotiations because of a dispute over 
the maritime border between the two 
countries. 

The dispute is dating back to the collapse 
in 1991 of the former Yugoslav Federation, 

of which both Croatia and Slovenia were 
parts. 

The country is member of the Council of 
Europe, the Organisation for Security and 
Co-operation in Europe, the World Trade 
Organization, CEFTA. The UN General 
Assembly elected the country as a non-
permanent member of its Security Council 
for the period 2008-2009. 

In 2008 Croatia became a founding member 
of the Union for the Mediterranean.
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Croatia TOP 10 Companies

Blue-chip oil and gas company INA heads 
the national sub-ranking of the largest 
Croatian companies in terms of total 
revenue. INA generated total revenue of 
3.65 billion euro in 2008 but ended the 
year with a net loss of 142.2 million euro 
due to global economic downturn. The 
firm explores and drills for oil and gas in 
Croatia, Angola, Egypt, Syria and Iran. It 
owns two refineries in Croatia and runs the 

biggest domestic fuel retail chain. 
Top retailer Konzum ranked second with 
total revenue of 1.74 billion euro and a net 
profit of 59.2 million euro in 2008. 
The telecommunications sector is 
represented by three companies in Croatia 
TOP 10 - VIPNet, HT - Hrvatske 
Telekomunikacije and T-Mobile Hrvatska. 
Wireless operator VIPNet is a unit of 
Telekom Austria, whose wireless operations 

in SEE also include Bulgaria’s Mobiltel, 
Slovenia’s Si.mobil, Serbia’s Vip mobile 
and Macedonia’s Vip. HT - Hrvatske 
Telekomunikacije, with its wireless arm 
T-Mobile Hrvatska, is majority-owned by 
Deutsche Telekom. 
The aggregate revenue of the top 10 
Croatian companies was 11.2 billion euro 
last year.

Here are the main political, economic and 
business events which happened in Croatia 
in 2008 as reported by SeeNews, in a 
chronological order:

JANUARY

 »The Croatian parliament approved a 
centre-right coalition government headed 
by Prime Minister Ivo Sanader that should 
lead the country four years on its road to 
expected membership in the European 
Union.

FEBRUARY

 »The Croatian government slashed its 
economic growth forecast for 2008 and said 
it will borrow on foreign markets during 
the year to test the country’s credit rating.

 »The government in Zagreb said it 
will seek to protect national rights and 
interests when redefining its shareholder 
agreement for oil and gas company INA, 
after the government’s share in it fell below 
50%. 

 »The Croatian government approved 
a draft for the country’s budget, aiming 
to reduce the consolidated budget deficit 
further to 2.3% of gross domestic product 
from a projected 2.6% in 2007.

MARCH

 »The International Monetary Fund 
(IMF) urged Croatia to address external 
and financial vulnerabilities by prudent 
spending and structural reforms.

 »The Croatian Parliament adopted 
the country’s 2008 budget with deficit 
projected at around 2.3% of gross domestic 
product.

 »The Croatian parliament decided 
to exempt temporarily European Union 
member states from the restrictions of its 
fishing zone in the Adriatic in a bid to 
speed up the country’s EU accession talks.

 »Croatia’s government recognised the 
independence of the Serbian breakaway 
province of Kosovo.

APRIL

 »NATO invited Albania and Croatia 
to join the alliance.

Croatia in 2008 at a Glance
by Kire Nedelkovski (SeeNews)

Croatia TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 2 INA d.d. 3,651.56 3,279.35 -142.23 163.88

2 12 Konzum d.d. 1,741.78 1,485.96 59.19 40.65

3 13 Hrvatska Elektroprivreda d.d. 1,557.60 1,403.51 -1.78 61.68

4 30 HT - Hrvatske Telekomunikacije d.d. 920.88 957.05 327.92 377.27

5 53 T-Mobile Hrvatska d.o.o. 641.48 598.20 214.12 181.86

6 57 Zagrebacki Holding d.o.o. 606.41 587.90 19.95 4.22

7 62 OMV Hrvatska d.o.o. 574.80 453.01 -8.07 9.18

8 71 VIPNet d.o.o. 528.02 517.62 130.86 138.33

9 72 HEP-proizvodnja d.o.o. 527.48 488.72 3.37 -15.03

10 80 HEP-Operator Distribucijskog Sustava d.o.o. 479.22 423.43 18.10 -13.41
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 »Polish property developer Globe 
Trade Centre invested more than 40 million 
euro in a shopping mall in Osijek in eastern 
Croatia.

 »Croatian blue-chip oil and gas 
company INA said it signed a deal for 
exploration of one block in Iran with the 
National Iranian Oil Company (NIOC).

 »The European Parliament said that 
Croatia needs to implement reforms 
rapidly and effectively and to improve its 
judiciary, administration and fight against 
corruption.

 »The Croatian Chamber of Economy 
said that Croatian construction company 
Konstruktor Inzinjering has been picked 
as the main building contractor in a 250 
milion euro real estate project in Kosovo’s 
capital Pristina.

MAY

 »Croatian blue-chip civil engineering 
institute Institut Gradjevinarstva Hrvatske 
said it has won a tender to design a 110 
kilometre motorway along the Montenegrin 
Adriatic coast and has also secured a deal to 
design 10 hydropower plants in Russia.

 »Croatia outlined plans to sell its 
indebted shipyards to facilitate accession to 
the European Union.

 »The Croatian government approved 
a 760 million euro syndicated loan from 
domestic banks maturing in 2010 to reduce 
its foreign debt and the risks stemming 
from the recent global financial turmoil.

JUNE 

 »Foreign Affairs and European 
Integration Minister Gordan Jandrokovic 
said that Croatia is on track to achieve its 
goal of completing accession negotiations 
with the bloc by the autumn of 2009.

 »Australia’s Unilife Medical Solutions 
Limited said it will open a 93 million euro 
factory for healthcare safety products near 
Croatia’s second largest city of Split.

 »The International Finance 
Corporation, a member of the World Bank 
group, approved a 40 million euro loan 
to Croatian privately-owned food concern 
Agrokor to further support the development 
of the country’s food industry.

 »Croatia opened two more negotiating 
chapters in its accession talks with the 
European Union. 

JULY

 »Global rating agency Standard & 
Poor’s (S&P) affirmed Croatia’s ‘BBB/A-3’ 

foreign currency and ‘BBB+/A-2’ local 
currency sovereign credit ratings with 
a stable outlook due to the country’s 
EU policy anchor and gradual fiscal 
consolidation.

 »NATO allies signed the accession 
protocols of Albania and Croatia.

 »The Croatian parliament passed 
a 2008 budget revision setting the 
consolidated budget deficit projection at 
1.3% of gross domestic product.

 »The Croatian government trimmed 
its gross domestic product growth forecast 
for 2008 to 4.4% real from 4.5% due to 
deteriorating global economic environment, 
and lifted its average inflation forecast to 
6.6% from 5.2%.

AUGUST

 »Hungarian oil and gas company MOL 
sought the approval of Croatian financial 
watchdog HANFA for its plan to place a 
takeover bid for its Croatian peer INA.

 »International ratings agency Fitch 
affirmed Croatia’s ratings at long-term 
foreign currency Issuer Default (IDR) 
‘BBB-’, Long-term local currency IDR 
‘BBB+’ and Short-term foreign currency 
IDR ‘F3’.

SEPTEMBER

 »A Croatian government commission 
of energy and environmental experts 
recommended the northern Adriatic island 
of Krk as the most suitable location for 
the country’s future liquefied natural gas 
(LNG) terminal.

 »Deputy Prime Minsiter Damir 
Polancec said that the government aims 
to open by 2014 an LNG terminal worth 
between 700 million euro and one billion 
euro and to double by 2020 the country’s 
installed capacity for electricity production 
in a move to reduce Croatia’s dependence 
on energy imports and diversify supply 
routes.

 »The tobacco division of Croatian 
blue-chip tobacco and tourism company 
Adris said it will build a cigarette factory in 
Iran.

 »The European Commission approved 
pre-accession assistance worth 451.4 
million euro for the period from 2008 to 
2010 to support EU candidate country 
Croatia.

 »The Croatian government confirmed 
the choice of Dina, a port on the northern 
Adriatic island of Krk, as the best location 
for the construction of a LNG terminal

OCTOBER 

 »Hungarian oil and gas company MOL 
acquired some 22.15% of its Croatian peer 
INA in a public bid, bringing its total stake 
in the company to some 47.15%.

 »The Croatian Prime Minister 
Ivo Sanader survived a no-confidence 
vote sought by main opposition Social 
Democrats.

 »Global rating agency Standard 
& Poor’s (S&P) revised its outlook on 
Croatia to negative from stable and 
affirmed the ‘BBB/A-3’ foreign currency 
and ‘BBB+/A-2’ local currency sovereign 
credit ratings.

NOVEMBER

 »Swedish furniture retailer Ikea said it 
will invest 300 million euro in a shopping 
centre that will host its first store in 
Croatia.

 »Global rating agency Moody’s 
changed the outlook on Croatia’s Baa3 
foreign currency government bond rating 
to stable from positive and lowered the 
government’s local currency bond rating to 
Baa2 from Baa1, with a stable outlook.

 »The Croatian central bank decided to 
reduce the mandatory reserve requirement 
rate for commercial banks to 14% from 
17% as of December 10 in a bid to improve 
the banks’ liquidity.

DECEMBER 

 »Croatian government-owned 
development bank Hrvatska Banka za 
Obnovu i Razvitak signed a 100 million 
euro loan agreement with a consortium of 
one Austrian and five local banks led by 
Privredna Banka Zagreb (PBZ).

 »Croatia’s Finance Ministry said it 
will propose to the government to give up 
aiming for a balanced budget in 2009 and 
turn to a deficit equivalent to 1.3%-1.7 % 
of the projected gross domestic product 
instead to accomodate for a planned wage 
hike.

 »The Croatian government cut the 
deficit forecast in its consolidated budget 
draft for 2009 to 0.9% of the projected 
gross domestic product from the initially 
proposed 1.6%.

- Slovenia said it will express reservations 
about the EU accession negotiations of 
neighbour Croatia.

- Slovenia vetoed any further progress in 
the EU’s negotiations with the government 
in Zagreb on the country’s accession to the 
bloc.
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Interview: 
Croatia’s Koncar To Push Ahead with Investment Plans 
Despite Crisis, Sees Energy Sector as Key Recovery Driver

Founded in 1921, the Koncar concern (www.koncar.hr) comprises parent company Koncar Elektroindustrija and 20 subsidiaries with 
a total of 4,274 employees and one affiliated company. The company’s most important export markets are Bosnia and Herzegovina, 
Germany, Slovenia, Macedonia, Serbia, Canada, the Czech Republic, Sweden, UAE, Bulgaria, Hungary, Italy and the Netherlands. The 
Zagreb-based concern manufactures power generation, transmission and distribution equipment, transformers, switchgear, railway and 
city transport electric traction equipment, industrial electric equipment and systems, ICT equipment, household appliances, catering 
equipment and metal structures.

Darinko Bago, Chairman Koncar

delivery timeframes and the quality of 
the company’s own R&D operations and 
solutions.

So far, this has proven to be a winning 
combination that gave us an opportunity 
for successful participation in many 
international competitions in more than 
100 countries across all continents.

As our total business is based on our own 
solutions, we expect the same in 2009: new 
steps forward in the field of technological 
advances, innovations and new industrial 
solutions.

Q: What kind of financial 
results do you expect this year?

A: On the basis of the 
achieved financial results in 
the first half of this year, as 
well as the contracts that we 
have for this year, we expect 
to complete 2009 with 
positive financial results.

Q: Where do you export your products, and do 
you expect any expansion on foreign markets? 

A: Almost half of our total business is 
done abroad. Our plans are to increase the 
number of foreign markets where we will 
have operations.

Currently, we export our products mostly 
to the European Union (around 50% from 
total exports in 2008), regional markets 
(Bosnia and Herzegovina, Macedonia, 
Montenegro and Macedonia), as well as 
the U.S., Australia, and the Middle East, 
among other destinations.

In China we have a joint-venture factory 
with a Chinese partner for the production 
of instrument transformers.

In June, the company signed a 17.4 
million euro ($25 million) deal for the 

reconstruction of three 
substations in Albania.

Q: Has the global crisis had an 
impact on your business?

A: Of course, the global 
financial crisis has impacted 
our business. We hope that 
the energy sector, without 
which there is no industrial 

development, will not experience any 
dramatic fallout from the current crisis, 
and we believe the development and 
investment in the power and transport 
industries will continue and this is where 
we see a realistic chance for overcoming 
the current difficulties.

by Kire Nedelkovski (SeeNews)

Q: Do you have any investment plans for 
2009?

A: Despite the global economic and 
financial crisis, Koncar plans investments 
in the modernisation of operating and 
production processes in order to increase 
our competitiveness and retain the high 
quality of our products. But the amount 
of investments is not possible to present 
simply because the structure of our group 
is composed of 20 independent companies 
with their own medium- and long-term 
investment activities.

The largest investments are focused on 
research and development. The company 
has come up with a solution for a low-floor 
regional train as a new product, in which 
we have invested significant resources, 
and we continue development in the area 
of renewable energy.

Given the significant energy shortfalls we 
expect that investment flows will continue 
to be directed towards the building of new 
power generation capacities. 

We have serious expectations that 
we will participate in this trend with 
our equipment, especially with our 
transformers and generators, and the rest 
of our product range. Where we have 
the edge is in our flexibility, the short 

Edge lies in 
flexibility, 

short delivery 
timeframes and 

quality R&D
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Serbia
Official name: Republic of Serbia; Territory: 88,361 sq km, Capital: Belgrade 
Official language: Serbian; Political system: Parliamentary republic

Serbia is located in the centre of the 
Balkan peninsula with key transport 
corridors linking Europe and Asia crossing 
its territory. 

Serbia became one of the six constituent 
republics of the Socialist Yugoslav 
Federation after World War II. The 
federation disintegrated in the 1990s in a 
series of ethnic wars.

In 1992, the governments of Serbia 
and Montenegro agreed to create a new 
Yugoslav federation called the Federal 
Republic of Yugoslavia. 

In 2006, Montenegro declared 
independence from Serbia.

Serbia’s restive province of Kosovo, where 
90% of the population is ethnic Albanian, 
declared independence from Belgrade in 
2008.

Foreign debt as of end-2008 
(in bln euro)

A) Long-term: 19.37

International financial institutions: 3.93

-IMF 0.0

-IBRD 1.59

-IDA 0.46

-EUROFIMA 0.11

Main political parties: Democratic Party (DS), Socialist Part of Serbia (SPS), G17 Plus, 
Serbian Radical Party, Serbian Progressive party (SNS), Democratic Party of Serbia 
(DSS), Liberal-Democratic Party (LDP) 

7.5 mln Dinar (CSD) GMT +1

History and Population

Politics

Serbia is a parliamentary republic with 
a 250-seat unicameral chamber elected 
for a four-year term. A pro-European 
government took office on July 8. It has set 
as its top priority Serbia’s integration into 
the EU, leaving behind, though not giving 
up, the diplomatic fight for the return of 
Kosovo. The cabinet is formed by ZES - 
a pro-European coalition headed by the 
Democratic Party (DS) of President Boris 
Tadic, and an alliance led by the Socialist 
Party (SPS) of ex-strongman Slobodan 
Milosevic.
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of DS, 
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in May, 2008

International Affairs

Serbia made a major step towards European 
Union accession with the signing of a SAA, 
the first formal step towards membership, in 
April 2008, and with the arrest of Bosnian 
Serb wartime leader Radovan Karadzic in 
August that year. Karadzic is currently 
standing trial on charges of genocide and 
crimes against non-Serb civilians in Bosnia 
committed during the 1992-95 war 
there. The European Commission recently 
decided to grant visa-free travel to Serbian 
citizens to the EU member states. In 2004 
Serbia joined the Black Sea Economic 
Cooperation (BSEC) organisation.

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)
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-IFC 0.19

-EIB 0.59

-European Community 0.27

-EUROFOND 0.05

-EBRD 0.58

Governments 2.39

-Paris Club 1.77

-Other Governments 0.62

London Club - restructured 0.76

London Club - non-restructured 0.06

Other creditors 12.16

Clearing debt 0.08

B) Short-term 2.43

Total debt 21.80

Budget Balance (% of GDP)

2004 2005 2006 2007 2008

n/a 1.0 -1.5 -1.9 -2.5

Current Account Deficit (% of GDP)

2004 2005 2006 2007 2008

14.1 10.1 12.1 16.2 17.8

Figures for 2004 are unavailable
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Serbia TOP 10 Companies

Serbian oil company Naftna Industrija 
Srbije (NIS) AD, majority-owned by 
Russia’s Gazprom, ranked first among the 
biggest enterprises in Serbia in 2008 with 
its total revenue of over 3.4 billion euro. 
The company, however, ended the year 
with a net loss of 45.2 million euro due to a 
significant contraction of gas consumption 
in the second part of 2008. Gazprom paid 
400 million euro for a 51% stake in NIS 
at the beginning of 2009 and pledged to 
invest a further 547 million euro in the 

company by 2012. The Russian giant also 
pledged to build the Serbian section of 
Russian-backed South Stream gas pipeline 
and an underground gas depot near the 
northern Serbian city of Novi Sad.
Delta M Group, the largest company within 
Delta Holding, ranked third in Serbia TOP 
10. Delta M operates in agribusiness, food 
processing, retail, distribution, automotive 
business, real estate development and 
financial brokerage services. Its retail arm 
Delta Maxi Group operates in Serbia and 

Montenegro under the Maxi brand name, 
in Bosnia and Herzegovina (Tropic) and 
Bulgaria (Piccadilly). Dominant fixed-
line Telekom Srbija ranked fifth with total 
revenue of 939.8 million euro in 2008. 
The company is 80%-owned by state-
owned postal service PTT Srbija and the 
remainder is controlled by Greece’s OTE.
The aggregate revenue of the top 10 
Serbian companies was 11.1 billion euro 
in 2008.

The year 2008 was one of the battles 
lost and won for Serbia: it started with 
the trauma of Kosovo’s secession and 
agreement on the controversial sale of the 
country’s oil monopoly NIS to Russian gas 
giant Gazprom, which analysts said was 
influenced adversely by Serbia’s political 
weakness and need for a powerful friend.

Spring brought snap elections, the 
signing of a still inactive trade agreement 
with the European Union and yet another 
weak but pro-West coalition government 

taking office. Summer saw the arrest of 
Bosnian Serb wartime leader Radovan 
Karadzic, as well as world and Olympic 
triumphs in tennis and swimming. 

The Balkan country scored an economic 
plus with the signing of a major deal 
with Italian automotive giant Fiat in the 
autumn but suffered a volatile currency 
and plunging share prices due to political 
turbulence which exacerbated the adverse 
effects of the global financial crisis. 

The year is closing with the wrapping up 

of year-long negotiations on the sale of 
NIS to Gazprom and the endorsement of a 
2009 budget backed by the International 
Monetary Fund.

KOSOVO

The ethnically divided, U.N.-run Serbian 
province of Kosovo declared independence 
from Serbia on February 17, 2008. 
Kosovo, predominantly populated with 
ethnic Albanians, had been under U.N. 
administration since 1999 following 
NATO bombing that expelled Serb 

Serbia in 2008 at a Glance

Serbia TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 4 Naftna Industrija Srbije AD* 3,429.74 3,188.05 -45.16 66.34

2 11 JP Elektroprivreda Srbije 1,760.87 1,691.53 -26.96 -36.91

3 14 Delta M DOO 1,556.56 1,263.69 16.17 57.92

4 27 U.S. Steel Serbia DOO* 967.06 907.05 4.91 28.16

5 29 Telekom Srbija AD* 939.81 932.60 62.65 146.06

6 47 JP Srbijagas* 688.07 632.12 3.40 10.88

7 59 YugoRosGaz AD* 583.02 414.81 23.50 13.67

8 92 Lukoil - Beopetrol AD* 439.08 430.31 -30.78 -27.86

9 119 JP Putevi Srbije* 351.85 304.89 N/A -52.19

10 120 Telenor DOO* 350.57 365.71 38.70 81.52

by Iskra Pavlova and Vera Ovanin (SeeNews)

(*) denotes net sales revenue
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forces to end what Western powers said 
was repression of civilians in fighting 
an ethnic Albanian rebel insurgency. 
Kosovo’s Serbs make up less than 10% of 
the population.

Serbia, backed by its historic ally 
Russia, said it would never recognise the 
breakaway.

The Kosovo independence and its 
correlation with Serbia’s future path to 
the EU caused a rift in Serbia’s governing 
coalition, which led to a collapse of the 
government in March and the calling of 
snap elections.

RUSSIA & NIS

In January, Serbia agreed to sell 51% of 
NIS to Gazprom for 400 million euro 
($561 million) in cash and 500 million 
euro in investment as part of a key 
energy deal. The agreement also includes 
the construction and management of the 
Serbian section of the future multi-billion 
euro South Stream pipeline, a joint project 
of Gazprom and Italy’s Eni.

The deal was wrapped up in December 
after almost a year of turbulent 
negotiations. Analysts in Serbia said that 
the political weakness of their country 
and its need for support on the issue of 
Kosovo independence were factors when 
the deal was negotiated and as a result too 
low a price for NIS was agreed. Russia, 
a staunch Serbian ally, has been a fierce 
opponent of Kosovo’s independence, 
before and after the secession was declared 
in February. 

The Serbian arm of international audit 
and consultancy firm Deloitte said in 
September it put the market price of NIS 
at 2.2 billion euro.

SAA

Serbia and the European Union in April 
signed a Stabilisation and Association 
Agreement (SAA), a gateway to potential 
full membership of the bloc. The operation 
of the Interim Agreement on trade, which 
was signed together with the SAA and 
which would lead to completely liberalised 
trade between the Balkan country and 
the bloc, was, however, put on hold until 
Serbia achieves full cooperation with the 
U.N. war crimes tribunal in The Hague.

Many saw the signing of the deal as an 
attempt by the EU to boost support for 
the pro-democratic parties in Serbia on the 
eve of the country’s elections. The signing 
took place twelve days before the vote.

SNAP ELECTIONS

The May 11 poll left Serbia divided 
between the pro-West Democratic Party 
of President Boris Tadic and staunchly 
nationalist Radical Party. The vote was 
seen as a referendum on whether Serbia 
would embrace a future in the European 
Union or withdraw to its nationalist past 
after the country’s government collapsed 
in March following the proclamation of 
Kosovo independence.

With both parties failing to secure a 
majority in parliament, it fell on the 
Socialist Party of late Yugoslav strongman 
Slobodan Milosevic to play wildcard and 
form a coalition cabinet led by Tadic. 

The new pro-European government took 
office on July 8. It put as top priority EU 
integration, leaving behind, though not 
giving up, the diplomatic fight for the 
return of the lost Kosovo. 

KARADZIC

Most wanted war criminal Radovan 
Karadzic was arrested in July after 12 
years in hiding. Karadzic, who at the 
time of his arrest was living in a Belgrade 
suburb and working as a new age healer, 
is currently standing trial on charges of 
genocide and crimes against non-Serb 
civilians in Bosnia committed during the 
1992-95 war there.

However, his arrest failed to satisfy 
Belgium and the Netherlands who voted 
against activating the EU trade deal with 
Serbia in September as Karadzic’s army 
commander Ratko Mladic remains at 
large.

SPORT 

Serbia’s Jelena Jankovic was named world 
champion for 2008 by the International 
Tennis Federation after she won four 
WTA titles and held the top ranking for 
a total of 12 weeks.

Jankovic and swimmer Milorad Cavic 
were honored at a ceremony organised 
by the Serbian Olympic Committee in 
Belgrade. Cavic won two gold and two 
silver medals this year, including a second 
place finish at the Beijing Olympics. The 
greatest swimmer of all-times Michael 
Phelps took the Olympic gold from 
Cavic.

FIAT

Serbia and Italy’s Fiat signed in September 
two deals worth a combined 1.18 billion 
euro for joint production at the plants of 
Serbian car and truck maker Zastava in 

the central town of Kragujevac. 

ECONOMY

Serbia announced in October it will raise 
the guarantee for depositors in local banks 
to 50,000 euro from 3,000 euro and will 
scrap capital gains tax in a bid to ease the 
impact of the global financial crisis on the 
country’s economy.

Prime Minister Mirko Cvetkovic said in 
October he expected Serbia’s economic 
growth to slow to 4.0% in 2009 from 
5.4% growth in 2008 as a result of the 
crisis.

Serbia signed a $520 million precautionary 
deal with the International Monetary 
Fund in November. The two sides agreed 
on a 2009 budget gap equivalent to 1.5% 
of the country’s gross domestic product.

November marked the end of an era for 
the car maker and former communist 
giant Zastava in Kragujevac before Fiat 
takes over production there under a 
strategic cooperation agreement with the 
Serbian government. 

MARKETS

Serbia’s volatile dinar hit record highs 
and lows against the euro during 2008, 
reacting to Kosovo’s independence, 
government collapse and snap elections, 
and mirroring developments in the 
deepening economic crisis. Serbia’s central 
bank, NBS, tempered the more extreme 
oscillations by selling and buying euro. 

In December NBS said it would double to 
40% the share of mandatory reserves on 
foreign currency deposits that commercial 
banks must maintain in dinars - a move 
aimed at lending support to the battered 
dinar, which had been losing ground 
since the summer. The announcement 
resulted in sharp appreciation of the dinar 
after months of heavy losses and NBS had 
to start buying euro from the market to 
slow the advance. 

On December 31, NBS indicative dinar/
euro rate was set at 89.54, indicating the 
dinar has weakened some 13% from a 
year earlier.

It was an appalling year for the Serbian 
stock market with the benchmark index 
finishing almost 76% below its start-year 
point on December 31. Price and turnover 
plunges were influenced by internal 
political turbulence during the first half 
of the year and the world financial crisis 
during the second half. 
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Founded in 1945, Belgrade-based drug maker Galenika (www.galenika.rs) employs 2,705. The company’s main export markets are 
Bosnia and Herzegovina, Macedonia, Montenegro, and former Soviet republics. It has an annual capacity of 1.2 billion of tablets. The 
main production facilities are located in Serbia and in neighbouring Montenegro. Galenika’s major competitors include Srbijalek, owned 
by Greece’s Alapis, and Hemofarm, owned by Germany’s STADA. Galenika posted a net profit of 601 million dinars ($9.2 million/6.4 
million euro) in 2008, down from 950 million dinars in the previous year. Besides Belgrade-based fair organiser Beogradski Sajam, 
Galenika is the only other major Serbian state-owned company whose privatisation has not been delayed this year by the global financial 
slowdown. Until it is privatised, Galenika will remain the largest state-owned drug producer in the Balkans.

Nenad Ognjenovic, Director General

tablets annually. We plan to transfer part 
of the cephalosporin production to our 
factory in Montenegro.

Q: What net profit do you forecast for this 
year?

A: Because of the crisis, we expect to grow 
about 10%, unless nothing else in economy 
goes wrong. [...] Despite the global 
economic crisis, Galenika 
continues to operate at its full 
capacity in all three shifts.

Q: What countries does Galenika 
currently export to? What share 
of its output is exported?

A: Galenika exports about 
12% of its output, mainly 
to neighbouring Bosnia and Herzegovina, 
Macedonia and Montenegro. It also exports 

to a slew of former Soviet 
republics, while smaller 
amounts are exported to 
Russia, Arab countries and 
Romania.

We plan exports to the 
European Union once we 
get the GMP certificate, 

that is after the factory is completed. I 
think Galenika should use the free trade 
agreement with Russia to its 
full advantage and aim to get 
back to the Russian market 
where it used to export drugs 
worth $70 million per year. 
Today, our exports to Russia 
are worth less then $1.0 
million, which is far lower 
than what they used to be. 
And then, we should aim to 
export to other former Soviet republics, 
where we can. We mainly export vitamins 
to Russia, and especially the Oligovit brand 
because this brand has been known there 
for a long time. We export a wide range of 
drugs to neighbouring countries.

Q: Serbia plans to open a tender for Galenika in 
the autumn. What do you expect from the future 
strategic partner?

A: It is important that, once privatised, 
Galenika retains its initial function, that is 
drug production. It is important that its 
workers keep their jobs and that Galenika 
achieves all that it can with its reputation 

and image and becomes a 
leader in the region. I hope 
that the strategic partner 
will boost local production 
and boost exports with its 
current partners abroad. 
Economy Minister Mladjan 
Dinkic said Serbia will not 
sell Galenika at any cost. 

He said that a minimum price will be 
established, below which it will not be 
sold for. But this is the sort of question for 
government officials as they are the ones 
setting up the privatisation conditions.

Q: What position in the market does Galenika 
hold at present? What position does it hope to 
achieve?

A: The market share of domestic 
production has dropped. This drop has 
been felt especially hard over the past 2-3 

years. Domestic production 
and imports have about 
equal shares in terms of 
drug sales revenue. Galenika 
accounts for 13-16% of sales 
of domestically produced 
drugs in Serbia in terms of 
money.

In terms of volume, locally 
produced drugs account for 

about 90% of all drugs sold in Serbia. A big 
chunk of this 90-percent share is Galenika 
drugs because Galenika produces a wide 
assortment of low-cost drugs. The average 
price of a Galenika drug is less than 1.0 
euro per pack.

Q: Galenika signed a 46 million euro deal with 
Italy’s IMA for the construction of a factory in 
2007. How will the new factory improve the 
operations of the Serbian company?

A: The completion of the 9,000 square 
metre factory will mean we 
are going to have one of 
the most modern factories 
for production of tablets 
in this part of the world. 
With the completion of 
the factory we are also 
going to meet the highest 
pharmaceutical standards for the GMP 
(Good Manufacturing Practice) certificate, 
meaning that we will be able to export to 
countries of the European Union.

The initial construction of the factory 
began 10, maybe 15 years ago. I was there 
when the first block was laid down, and I 
can’t remember what year it was. It was 
first conceived as a factory for production 
of antibiotics cephalosporins. We debated 
whether to build a new factory or upgrade 
existing units. We made a good decision. 
The construction is now in its last stages. 
Under the contract, the factory should be 
finished by January 18, 2010. The capacity 
of the factory will be 2.0 billion tablets and 
100 million capsules annually. At present, 
Galenika produces around 1.2 billion 

Interview: Serbia’s Largest Drug Maker Galenika 
Sees 2009 Profit Rising 10%
 by Vera Ovanin (SeeNews)

New GMP-
certified factory 
to open door to 

EU markets

Exports to 
European Union 
in the pipeline

Company plots 
comeback on 

Russian market, 
once worth $70 
million annualy 
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Serbia attracted around 625 million euro in foreign direct investment (FDI) during the first quarter of 2009, Deputy Prime Minister for 
EU Integration Bozidar Djelic said in May. FDI in Serbia should reach some 1.5 billion euro in 2009, Djelic added. Trade and Services 
Minister Slobodan Milosavljevic said in April Serbia will get at least 1.0 billion euro in FDI this year, down from over $2.1 billion in 
2008. The personal income tax rate in Serbia is 12% for salaries, while other personal income is predominantly taxed at the rate of 
20%. Value Added Tax is 18%. Serbia made a significant move towards EU accession with the signing of a Stabilisation and Association 
Agreement (SAA) in April 2008 and with the arrest of Bosnian Serb wartime leader Radovan Karadzic in August that year. Karadzic is 
currently standing trial on charges of genocide and crimes against non-Serb civilians in Bosnia committed during the 1992-95 war there. 
The European Commission said earlier this month it has adopted a proposal for granting visa-free travel to Serbian citizens.

Vesna Peric, Director Serbia Investment 
and Export Promotion Agency (SIEPA)

Q: How is Serbia different from its neighbours 
in terms of attracting investors and what does 
it offer to them? What is it 
doing better than its regional 
counterparts in that respect? 

A: Regionally, Serbia finds 
itself in a very competitive 
climate, especially in these 
hard times when everyone 
is fighting to retain each 
investor. When investors seek 
to relocate their production 
in this region, they look at least three or 
four countries. Our biggest advantage 
is our tax system, which provides many 
incentives, and our free trade agreements 
with Russia and Ukraine and the Central 
European Free Trade Agreement (CEFTA), 
which together ensure free trade access 
to a very large pool of consumers. Many 
manufacturers come here in order to 
export to these markets. Other countries 
don’t offer such benefits. 

Q: In what ways is Serbia lagging behind its 
neighbours when it comes to luring investors?

A: For example, other countries have 
departments that offer grants to companies 
that create jobs – we don’t. We don’t 
yet have access to the funds available 
to members of the European Union. 
Slovakia even subsidises up to 50% of 
some investment projects. We make up for 
this drawback through CEFTA, free trade 
agreements with Russia and Ukraine and 
our low tax rates.

Q: Which country in the region, or wider, do 
you consider to be a case study for successfully 
attracting foreign investors? Have you adopted 
any of its practices?

A: We went to the Czech Republic before we 
created SIEPA. Czech Invest has some 400 
employed at their agency, we have about 
40 and, of course, our budgets are vastly 

different. We saw things we found to be of 
interest to us. So, we created a database for 

suppliers modelled on theirs. 
We also started the “Meet 
the Buyer” exhibition event 
where we bring buyers for 
the goods our companies are 
showcasing. 

Our supplier database 
is available to investors 
seeking a company that 
makes a particular product, 

or a company with a particular certificate. 
It is all there, in one place, which is very 
practical for investors. When a certain 
company is moving to another country 
it wants to ensure that its suppliers are 
close by because production costs must be 
competitive. A company cannot produce 
goods in Serbia and order supplies from 
Russia. It isn’t cost-efficient.

Q: What do investors see as the benefits of 
investing in Serbia? What do they see as some 
of the downsides?

A: The low tax rates and free trade 
agreements. Our job is to assign a 
professional that guides the investor 
through every step of the process and finds 
solutions to whatever problem that may 
run into. Things like licences, documents 
and bureaucracy can stall the start of 
production. All neighbouring countries are 
dogged by this problem. 

Q: What should the government in Belgrade 
strive to improve in order to attract more foreign 
investors?

A: What everyone in the government 
must realise is that we need investors. 
All government officials should use 
every opportunity in diplomatic circles 
to promote Serbia as an investment 
destination. And cut administration and 
bureaucracy that hamper investments. 

Q: In what way has the global economic 
downturn changed the investment environment 
in Serbia? What is SIEPA doing to promote 
Serbia amid the crisis?

A: The crisis has spread all over the 
world and, naturally, Serbia has been no 
exception. Serbia has not seen as strong 
a fallout from the crisis as have the U.S. 
and Europe. Our problem with the crisis 
is that the bulk of money invested here 
comes from companies operating out of 
those regions, which means that they have 
been affected and have not been able to 
expand in the ways they initially planned. 
At the beginning of the year there weren’t 
many companies mulling investments in 
Serbia, but in May and in June we have 
seen some improvement. During the first 
few moths we worked to keep investors 
that had previously approached us and had 
indicated their interest. We kept in touch 
with them on a weekly basis to ensure that 
they do not pull back and worked with 
them to find solutions and work-arounds 
so they do not give up entirely. So far, only 
one potential investor has backtracked on 
its plans – German textile producer Vega 
Regulus, and that was because its parent 
company folded. 

Interview: Serbia Lures Investors with Low Taxes, 
Free-trade Access to Third Markets 

2009 foreign 
direct 

investment in 
Serbia seen at 

1.0 billion euro

 by Vera Ovanin (SeeNews)
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Q: Do you think the forecast for 1.0 billion 
euro ($1.4 billion) in foreign direct investments 
(FDI) in Serbia this year is realistic?

A: I am sure it will be around 1.0 billion 
euro, and not less. We are certainly 
working towards that. It’s a question 
of whether the investments will be 
implemented by the end of the year or 
not. That will depend on many factors. 

Serbia attracted around 625 million euro 
in FDI during the first quarter of 2009, 
Deputy Prime Minister for EU Integration 
Bozidar Djelic said in May. FDI in Serbia 
should reach some 1.5 billion euro in 

2009, Djelic also said. Trade and Services 
Minister Slobodan Milosavljevic said in 
April Serbia will get at least 
1.0 billion euro in FDI this 
year, down from over $2.1 
billion in 2008. 

The personal income tax rate 
in Serbia is 12% for salaries, 
while other personal income 
is predominantly taxed 
at the rate of 20%. Value 
Added Tax is 18%.

Serbia made a significant move towards 
EU accession with the signing of a 

Stabilisation and Association Agreement 
(SAA) in April 2008 and with the arrest 

of Bosnian Serb wartime 
leader Radovan Karadzic in 
August that year. Karadzic 
is currently standing trial 
on charges of genocide 
and crimes against non-
Serb civilians in Bosnia 
committed during the 1992-
95 war there. The European 

Commission said earlier this month it has 
adopted a proposal for granting visa-free 
travel to Serbian citizens.

Red-tape 
hassle, 

overregulation 
still a problem 

Since economic reforms began in 2001, 
Serbia has grown into one of the premier 
emerging investment locations in Central 
and Eastern Europe. Foreign direct 
investment (FDI) in the country has 
exceeded 12 billion euro to date, including 
9 billion euro in FDI inflow in the past 
three years alone. The list of leading 
foreign investors is topped by corporate 
and banking heavyweights such as FIAT, 
Grundfos, Kronospan, AB InBev, Henkel, 
Telenor, Intesa Sanpaolo, and many others. 

Quality Recognised
According to Pricewaterhouse-Coopers, 
Serbia is the 3rd most attractive 
manufacturing and the 7th most attractive 
services destination among 
emerging economies. 
Additionally, Ernst & Young 
recorded over 100 inward 
investment projects in Serbia 
in 2007 and 2008 – the 2nd 
best performance in the South 
East Europe region.

The international awards 
won by local Greenfield 
investors are a testament to 
Serbia’s strong FDI track-
record. Between 2004 and 
2006, Greenfield projects 

in Serbia were awarded by OECD as the 
largest investments of this type in South 
East Europe. The top Award was presented 
to Ball Packaging Europe (headquartered 
in USA), followed by METRO Cash & 
Carry (Germany), and Israeli Africa-Israel 
Corporation/Tidhar Group for their Airport 
City Belgrade real estate project.

Investment Benefits
Investors in Serbia can largely 
benefit from the country’s 
booming market potential, 
low overhead costs, highly 
qualified workforce, attractive 
investment incentives, and 
robust economic growth.

Booming Market 
Potential
Externally, Serbia can serve 
as a manufacturing hub 

for duty-free exports to a market area 
of some 1 billion people. It includes the 
Russian Federation, South East Europe, 
the European Union, the United States of 
America, and Belarus. Furthermore, this 
customs-free territory will be expanded 
by the end of 2009 once the Free Trade 
Agreements with Turkey and EFTA 
countries take effect. This customs-free 
regime covers most key industrial products, 
with only a few exceptions and annual 
quotas for a limited number of goods.

Internally, with 7.5 million people, the 
Serbian market is the 2nd largest in South 
East Europe. The average net monthly 
salary rose from only 194 euro in 2001 
to as much as 402 euro in 2008. Coupled 
with rapid consumer loans expansion, this 
fuelled a sharp increase in local demand. 
The positive effect was particularly evident 
in a double-digit surge in retail turnover on 
an annual basis.

Report: Serbia – A Hub for Export-Oriented Production
by Serbia Investment and Export Promotion Agency (SIEPA)

The merits of Serbia’s business climate have been reflected in over 12 billion euro of FDI since 2001. Key investment benefits include 
economic stability, export opportunities, low costs, skilled labor, and investment incentives. A strong growth of sales abroad underscores 
the country’s booming export potential.

Serbia is ranked 
3rd in the 

Manufacturing 
Index and 7th 
in the Services 
Index among 

emerging 
markets. 

The PricewaterhouseCoopers 
EM20 Index, 2008
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Low Overhead Costs
Extremely competitive tax rates, labor and 
utility costs enable businesses to run cost-
effective operations in Serbia. Corporate 
tax rates are among the lowest in Europe 
– corporate profit tax rate stands at only 
10%, VAT is set at 18.8%, while salary tax 
is 12%. In addition, total labor expenses 
on average are less than half of those in EU 
members from Eastern Europe.

Attractive Investment 
Incentives

Highly competitive and diverse investment 
incentives have been put in place to reduce 
the cost of investment projects in Serbia.

For large investors in the automotive, 
electronics, and IT industries, 
a special financial package is 
available. If a project’s value 
exceeds 200 million euro, 
with the minimum of 1,000 
new jobs created, the state 
may cover up to 25% of the 
investment.

For smaller-scale Greenfield 
and Brownfield projects in the 
manufacturing, services, and 
R&D sectors, non-refundable 
state funds are offered. They 
range from 2,000 to 5,000 
euro in manufacturing, from 
2,000 to 10,000 euro in 
service sectors, while R&D 
projects can receive between 
5,000 and 10,000 euro. 
This incentive scheme has 
already benefited blue-chip 
companies such as Henkel, 
Kronospan, Gorenje, and 
Pompea.

Quality Human Resources
Serbia’s labor force combines exceptional 
working efficiency with sizable supply. 
With a unique combination of high-quality 
and low costs, it is one of the key factors 
in achieving a strong business performance.

The quality of the local labor force is best 
reflected in the robust growth of industrial 

productivity, rising at an 
11% rate over the past five 
years. The pool of university 
graduates expands by more 
than 15% annually, averaging 
over 16,500. Technical 
education is particularly 
strong – local high-schoolers 
are among the best performers 
at world academic contests in 
natural sciences, while Serbian 
engineers are well-known for 
their expertise. In addition, 
Serbia boasts the highest 
rate of English-language 
proficiency in Eastern Europe. 
Management training has 
also been improved through 
the introduction of joint 
graduate and post-graduate 
courses organised by local 
universities and renowned 
Western business schools.

Essentially, Serbia offers a 
wide availability of highly-

qualified staff. The number of engineers 
and managers is still sufficient to meet 
the growing demand of international 
companies.

Robust Economic Growth
Serbia has been among Europe’s fastest 
growing economies for years. Between 
2004 and 2008, economic growth averaged 
6.3%, while GDP per capita almost 
doubled. The strong GDP performance 
was largely driven by services sectors such 
as telecommunications, retail, and banking. 
In addition, the local food, beverage and 
construction industries also expanded 
rapidly.

In response to current economic challenges, 
the Government of Serbia is adjusting 
its macroeconomic policy for 2009. The 
country’s external liquidity is secured 
through a new 3 billion euro Stand-By 
Arrangement with the International 
Monetary Fund. Furthermore, state-
subsidized “soft“ banking loans have been 
made available to boost production, exports, 
and consumer demand. Lastly, public 
expenditures are substantially reduced, with 
a special focus put on state investments in 
infrastructure development.

Soaring Exports
The long list of blue-chip companies 
cooperating with local suppliers features 

“In profiling 
our Serbian 
employees 

in a few key 
words, I would 
identify them 
as educated, 
dedicated, 
technically 

capable, results 
oriented, and 
motivated in 
making our 
company a 
success.“ 

Matthew Perkins, General 
Director, U. S. Steel Serbia

Source: Statistical Office of the Republic of Serbia, Ministry of Finance
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Leading Foreign Investors (2001-2009)

Company Country Industry Investment Type Investment (mln euro)

Telenor Norway Telecommunications Privatization 1,602

Gazprom Neft Russia Energy Privatization 947

Intesa Sanpaolo Italy Banking Acquisition 660

Philip Morris USA Tobacco Privatization 611

Mobilkom Austria Telecommunications Greenfield 570

Stada Germany Pharmaceuticals Acquisition 475

AB InBev Belgium Food and Beverages Acquisition 427

National Bank of Greece Greece Banking Privatization 425

Mercator Slovenia Retail Greenfield 240

Fondiaria SAI Italy Insurance Privatization 220

Source: SIEPA
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Siemens, Alcatel, Hugo Boss, IKEA, 
and many others. An increasing number 
of Serbian companies are 
introducing international 
quality standards, such as 
ISO, CE, or HACCP, to 
boost their international 
competitiveness. For 
example, nearly 1,000 local 
food producers have already 
adopted HACCP, starting 
from zero just three years 
ago.

A robust export growth of 
33% on average over the 
past five years underscores 
the country’s booming sales 
potential globally. Serbia’s 
strong export performance 
is largely due to a surge in 
trade in food, ready-to-wear textile items, 
and iron and steel products, while the local 
automotive components, pharmaceuticals, 

and software industries have also proven to 
be up to international customer demand.

SIEPA’s Services
The country’s central 
investment institution – 
Serbia Investment and Export 
Promotion Agency (SIEPA), 
helps entrepreneurs set up 
or expand their business at a 
low cost and in the minimum 
amount of time. 

We are proud to offer our 
reference list that includes 
some of the biggest 
multinational companies, 
namely FIAT, Coca-Cola, 
Ball Corporation, Grundfos, 
Knauf, and many others. 

On the investment promotion side of 
our business, we specialise in Greenfield 
ventures, providing assistance throughout 
the projects’ lifetime. We act as a one-

stop information outlet where you can get 
expert-level services such as economic and 
legal information, plant location advice 
as well as assistance in obtaining relevant 
permits and post-investment support.

In addition, for those seeking high-quality 
Serbian products, the Agency is ready to put 
them in touch with Serbian top exporters 
from a range of industries, such as food, 
automotive, textile, and IT sector. These 
companies are usually available for contacts 
at the world’s leading trade fairs but 
information on them can also be obtained 
from the SIEPA Export Department.

We would hereby like to invite you to 
contact our specialised staff ready to assist 
you and your business interests. Working 
with us is simple, effective and free of 
charge.

3, Vlajkoviceva St. 5th Floor
11000 Belgrade, Republic of Serbia

Phone: +381 11 3398 550
Fax: +381 11 3398 814

E-mail: office@siepa.gov.rs; www.siepa.gov.rs 

The food, 
textile, metal 
processing, 
automotive 

components, 
pharmeceutical, 

and software 
industries are 

pacing Serbia’s 
fast-growing 

exports.

Четвърта съвместна 
конференция на списание 

„Регал“ и GfK Bulgaria

РЕФОРМ(ат)ИРАНЕ

11 ноември, 2009, зала „Рейнбоу Плаза“, София

Заемете своето място

Как кризата променя търговията с бързооборотни стоки

С подкрепата на:

• Позициониране на търговските вериги
• Дискаунтърите и марките
• Оптимизиране на веригата за доставки
• Как се променят потребителите в криза
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Bosnia and Herzegovina
Official name: Bosnia and Herzegovina; Territory: 51,197 sq km, Capital: Sarajevo 
Official language: Bosnian; Political system: Parliamentary republic

A mountainous country, Bosnia has access 
to the Adriatic Sea via a corridor south of 
Mostar. After the World War II, it became 
one of the six constituents of the Socialist 
Federal Republic of Yugoslavia. The 1992-
1995 civil war, part of the violent break-up 
of the former Yugoslav Federation left the 
country divided along the ethnic lines of the 
three main groups of its population: Muslim 
Bosniaks, Orthodox Christian Serbs and 
Roman Catholic Croats.

Main political parties: Party of Democratic Action (SDA), Union of Independent Social 
Democrats (SNSD), Social Democratic Party (SDP), Serb Democratic Party (SDS), 
Croatian Democratic Union of Bosnia and Herzegovina (HDZ-BiH), Party for Bosnia and 
Herzegovina (SBiH), Party for Democratic Progress (PDP), Serbian Radical Party (SRS)

2.9 mln Marka (BAM) GMT +1

History and Population

Politics

Following the 1992-1995 civil war, 
the country now consists of a Muslim-
Croat Federation, a Serb Republic and 
a neutral Brcko district, each having its 
own government, parliament and justice 
system. The country also has a weaker 
central government, parliament and 
judiciary. The Federation is divided into 10 
cantons, each having its own government 
and parliament.
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President:
Haris 
Silajdzic 
(Muslim)

President:
Zeljko 
Komsic 
(Croat) 

President:
Nebojsa 
Radmanovic 
(Serb) 

International Affairs

Bosnia signed SAA with the EU in June 
2008. In November, however, the EC 
condemned the rise of nationalist rhetoric 
in Bosnia as the main obstacles on the 
country’s path towards EU membership. 

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

48%

37%

14%
1%

39%

32%

15%

4%

10%

 Muslims
 Orthodox Christians
 Catholic Christians
 Protestants
 Other

 Bosnian Muslims
 Serbs
 Croats
 Other

 Inflation  GDP growth

Religion / Ethnic Map

Foreign debt as of end-2008 
(mln Bosnian marka)

European Investment Bank 246

EBRD 205

World Bank Group 2,102

European Development Bank 25

Intl Fund for Agricultural 
Development

51

Eurofima 23

European Union 78

Others* 6

Saudi Development Fund 27

Paris Club 879

Japan 62

Kuwait 37

Other governments** 164

London Club 230

Other private creditors 51

TOTAL 4,188

Parliament of the Serb Republic
(83 seats)

 SDA
 S-BiH
 SDP
 HDZ-BiH

 HDZ 1990
 BPS-Sefer Halilovic
 Other

 SNSD
 SDS
 PDP
 DNS

 S-BiH
 Socialist Party
 SDA
 Other

Parliament of the Muslim-Croat 
Federation (98 seats)

* Includes OPEC Fund
** Includes Austria, Belgium, Hungary, Portugal, Spain, Sweden, 

Korea, the Netherlands and German state-owned KfW Agency

The chairmanship of the presidency rotates in eight months

Tripartite Presidency (Took office November 6, 2006):
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Bosnia and Herzegovina TOP 10 Companies

Bosnia and Herzegovina’s three power 
utilities: JP Elektroprivreda BiH, JP 
Elektroprivreda Republike Srpske and JP 
Elektroprivreda HZ HB all made it to 
the sub-ranking of the largest Bosnian 
companies. Only the biggest of them, JP 
Elektroprivreda BiH, also made it to SEE 
TOP 100 with total revenue of 463.7 

million euro in 2008. 
Second in the ranking was ASA Group 
which deals primarily in imports, sale and 
transport of new vehicles and vehicle parts, 
but is also active in financial consultancy 
services, IT, real estate and insurance.
The Bosnian plant of the world’s largest 
steel maker ArcelorMittal, Arcelormittal 

d.o.o. Zenica, ranked third with revenue 
of 366.6 million euro, followed by the 
country’s biggest telecom operator BH 
Telecom with 320.9 million euro in total 
revenue in 2008.
The combined 2008 revenue of Bosnia and 
Herzegovina’s 10 top companies was 2.7 
billion euro.

The year 2008 saw Bosnia sign its first pact 
with the European Union, its economy 
growing at a remarkable rate amidst a 
number of important investments but 
also, alas, it saw an eruption of nationalist 
bickering, which revived bitter memories 
of war and almost overshadowed the good 
impressions.

One of the most discussed issues of the last 
few years – whether Bosnia is ready to take 
over its own affairs free of international 
monitoring – was on the agenda again, but 
maybe at the end of 2008 the answer was 
slanted towards the negative.

The signing of a Stabilisation and 
Association Agreement (SAA) with the EU 
in June was a ray of light for the Balkan 

country of 3.8 million people, still scarred by 
the heritage of the 1992-95 war that killed 
100,000 and displaced some two million 
from their homes. It was the last country in 
the Balkans to establish closer ties with the 
bloc, and it did so after enormous efforts by 
the central authorities.

But then came local elections in October, 
seemingly not important enough to trigger 
the kind of nationalist rhetoric that had 
previously stalled Bosnian progress in the 
eyes of its European partners. However, 
unlike other countries, in Bosnia elections 
are the time to look back and remember 
the war, not the time to look ahead. 

In 2008, the two main protagonists were the 
Prime Minister of Bosnia’s Serb Republic, 

Milorad Dodik, and one of the members of 
the country’s tripartite presidency, Bosnian 
Muslim Haris Silajdzic. Post-war Bosnia 
has a very complicated administrative 
structure, consisting of a Serb Republic, 
a Muslim-Croat Federation and a weak 
central government. 

Dodik and Silajdzic engaged in sharp pre-
election squabbling, in which Dodik called 
for the right of his region to secede, whereas 
Silajdic said both autonomous parts should 
be abolished in the name of a unitary state. 
This belligerent attitudes of both men 
alarmed the international community and 
the European Commission, which said in 
its annual report that little progress had 
been made since June and that the leaders 

Bosnia and Herzegovina in 2008 at a Glance

Bosnia and Herzegovina TOP 10  (in millions of euro)

Rank
SEE 

TOP100 
Rank

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 83 JP Elektroprivreda BiH d.d. 463.74 391.27 23.64 11.69

2 99 ASA Group 408.17 359.43 N/A N/A

3 112 Arcelormittal d.o.o. Zenica* 366.58 236.20 N/A 32.31

4 133 BH Telecom d.d. 320.86 313.15 73.13 76.19

5 160 Energoinvest d.d. 280.02 218.08 1.72 1.23

6 184 Telekom Srpske A.D. 243.09 200.16 60.95 40.44

7 216 JP Elektroprivreda Republike Srpske 215.82 151.50 3.30 3.93

8 271 JP Elektroprivreda HZ-Hegceg - Bosne d.d. 173.48 176.65 3.75 -30.30

9 342 Energopetrol d.d. 130.72 65.64 -8.34 -4.78

10 416 RiTE Ugljevik a.d. 70.67 55.16 2.73 0.719

by Stefan Ralchev (SeeNews)

(*) denotes net sales revenue
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should concentrate on reforms and cut the 
unproductive talk.

Indeed, the leaders of the three biggest 
parties representing Muslims, Serbs and 
Croats gathered in November and agreed 
important steps towards EU-required 
reforms, including amending the country’s 
constitution.

Following is a summary of the main 
political and economic events in Bosnia in 
2008.

POLITICS

Closer ties with the EU
Bosnia signed the SAA with the EU on 
June 16, its first pact with the bloc. The 
SAA will, among other things, gradually 
phase out tariffs on EU-originating goods 
that are imported into Bosnia, resulting in 
healthier competition and a wider choice 
for individual consumers. It will also help 
producers, who currently pay duties on raw 
material and equipment imports.

Bosnia also launched talks in May on visa-
free travel for its citizens within the EU. 
The outcome of the talks is seen as key to 
young people and professionals who now 
face problems with travel.

Local elections
The local elections of October 5 reactivated 
the nation’s latent nationalism. It was 
mainly fuelled from above, by the 
rhetoric of political leaders hungry for 
votes. The situation even compelled 
former international peace envoys Paddy 
Ashdown and Richard Holbrooke to warn 
the EU and the United States that they 
should become more involved in Bosnia 
because the country was threatened by 
collapse. The EU has since stated it would 
seek deeper engagement in Bosnia, and 
the future presidency holder from January 
1, the Czech Republic, said the Western 
Balkans would be one of its priorities.

The local elections reaffirmed the three 
main ethnic parties in their leading positions 
– the Serb Alliance for Independent Social 
Democrats (SNSD), the Muslim Party for 
Democratic Action (SDA) and the Croat 
Democratic Community Bosnia (HDZ-
BiH).

The November reform 
agreement

The SNSD, SDA and HDZ-BiH leaders 
met in November and agreed to take action 
toward implementing key EU-required 
reforms, including amending the country’s 

constitution. The meeting was hailed by 
EU officials and by the international peace 
envoy in Bosnia, Miroslav Lajcak. Yet the 
main countries and international agencies 
monitoring Bosnia’s post-war progress, 
in the Peace Implementation Council 
(PIC), decided later in November it would 
continue overseeing the country via Lajcak’s 
Office of the High Representative until all 
reform conditions and objectives are met.

ECONOMY

Main economic indicators
The real growth of Bosnia’s gross domestic 
product (GDP) slowed down in 2008 to 
5.5% from 5.8% in 2007.

Average inflation totalled 6.5% in 2008 
from 1.5% in 2007. The current account 
deficit totalled 20.2% of GDP in 2008 
from 13% in 2007.

Bosnia’s trade deficit widened by 20.3% 
on the year to 9.574 billion marka in 2008, 
the Bosnian Statistics Agency said.

Foreign Direct Investment (FDI) halved 
to 1.42 billion marka in 2008 from 2.97 
billion marka in the previous year.

The global financial and 
economic crisis

Generally, the global turmoil had a limited 
effect on Bosnia’s financial system. The 
central bank was quick to boost liquidity by 
cutting reserve requirements to 14% from 
18% as well as removing requirements on 
longer-term deposits and on local banks’ 
credit lines from foreign lenders. Yet risks 
remained for a small, open economy such 
as the Bosnian. The bulk of the country’s 
banks are foreign-owned, and they may 
tighten lending conditions in response 
to the global troubles, which in turn will 
contribute to slowing down growth.

Output was expected to shrink in several 
sectors, notably construction, auto parts 
production and metal production. Bosnia’s 
biggest exporter, aluminium smelter 
Aluminij, has said it would cut output by 
25% in 2009, although it expected record 
high production of 140,000 tonnes this 
year after upgrading some of its facilities.

Privatisation
Privatisation was much slower in the 
Muslim-Croat Federation than in the Serb 
Republic in 2008. 

The privatisation of 88% of Aluminij has 
been dragging on for years. The Federation 
government ranked a consortium led by 
Swiss-registered metals trader Glencore 

as best bidder to buy the 88% of the 
company, valued at 150.3 million marka, 
at an international tender in December 
2007. However, the sale has been delayed 
mainly over Glencore’s requests for regular 
supplies of cheap electricity.

In the spring of 2008, the Federation 
government devised a plan to sell its stakes 
in its two telecoms operators, BH Telecom 
and HT Mostar. It sent to parliament the 
draft under which 51% of BH Telecom, 
Bosnia’s biggest telecoms carrier, is to be 
sold to a strategic investor, 10% will be 
floated on an international bourse and a 
further 4.0% will be offered to Bosnian 
citizens on the Sarajevo bourse. The state 
will keep a 25% stake plus a golden share 
in the telco, which already trades 10% of 
its shares on the Sarajevo Stock Exchange 
(SASE). The government owns 90% of BH 
Telecom.

The plan also called for the sale of 11% 
of the smaller HT Mostar to a strategic 
investor. A stake of 10% is to be listed on 
an international bourse and a further 4.0% 
stake will be offered to Bosnian citizens on 
the SASE. The government owns 50.1% of 
the company.

The crisis has delayed the privatisation 
plan.

The Federation was more successful in 
selling 49% of its air carrier, BH Airlines, 
to Turkish Airlines in December. The 
Turkish company will invest 5.0 million 
euro ($7.0 million) in leasing a Boeing 
737 aircraft and another aircraft later, 
and a further 5.0 million marka into the 
company’s reserves.

In the Serb Republic, the government 
and Austrian builder Strabag signed 
in November a concession deal for the 
construction of a network of roads worth 
some 3.0 billion euro. Under the contract, 
whose signing was long delayed by 
problems with land expropriation, the 
Republic’s government granted Strabag 
a 30-year concession to build some 430 
kilometres of motorways and high-speed 
roads.

Bosnia’s sole oil refinery Rafinerija Nafte 
Bosanski Brod, sold by the Serb Republic 
government to Russian state oil firm 
Zarubezhneft in 2007, restarted operations 
in November. The refinery’s initial capacity 
was 1.2 million tonnes of crude oil per year 
and it plans to raise this amount to 4.2 
million tonnes by 2010.

In February, London-based energy group 
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Bosnia’s Tvornica Cementa Kakanj (TCK), founded in 1978, is based in the town of Kakanj, some 50 kilometres northwest of the 
Bosnian capital Sarajevo. Germany’s HeidelbergCement bought 51% of TCK for 28 million euro ($40 million) in 2000 and raised 
its stake to 91.15% in the following years. HeidelbergCement’s investment in TCK topped 61.4 million euro by the end of 2008, 
exceeding the majority owner’s initial pledge to invest 49 million euro in its Bosnian unit and related businesses through 2010. TCK’s 
net profit shrank 27% year-on-year to 20.8 million marka in the first half of 2009.

Branimir Muidza, Director General 
Tvornica Cementa Kakanj

Q: What is the impact of the global crisis on the 
business of TCK?

A: After we scored record high financial 
results in 2008 (turnover, profit, sales 
and output), in the first half of 2009 our 
business shared the fate of the construction 
sector, which saw a significant drop in 
operations, some 30%. The company 
management, however, continuously plans 
and implements all the necessary measures 
in order to cut costs in all business 
segments, maintain competitiveness, 
improve business processes and working 
conditions, and achieve long-term stability 
and positive results.

Q: What are your short-term and long-term 
expectations regarding the economic downturn 
and its impact on cement production and 
the construction sector, both in Bosnia and 

Herzegovina and on a global scale?

A: In the short term, I reckon, we still have 
not seen the bottom of the crisis and I expect 
this will happen in a few months. In the long 
term, construction workers and the whole 
economy will suffer the consequences and I 
believe we will be faced with an extremely 
volatile economy, which [...] will oscillate 
wildly in both the positive 
and the negative direction, 
which will change direction in 
shorter periods compared to the 
last century. This means only 
flexible companies will survive, 
companies whose management 
will be able to adapt fast and 
efficiently to the changing 
conditions for doing business.

Q: What are the priorities in TCK’s 
anti-crisis plan?

A: Being part of a big 
international group, we have 
been able to monitor all 
global economic trends that 
significantly influence the overall operations 
of the group. From the very beginning of 
the global economic crisis we introduced 
a comprehensive plan for managing 
costs. Through a special expert analysis 
we determined all possible segments […] 
in which it is possible to make savings 
and improve efficiency, and these savings 
already affected the 2008 results.

Interview: Heidelberg Cement’s Crisis-hit Bosnian 
Unit TCK Strives To Remain Profitable in 2009
 by Iskra Pavlova (SeeNews)

Energy Financing Team (EFT) signed 
with the Serb Republic government a 30-
year concession deal to build and operate 
a 410-megawatt coal-fired power plant 
worth 1.35 billion marka. The plant is 
expected to become operational by 2012, 
the government has said.

Infrastructure
In 2008 Bosnia signed loan agreements with 
the European Bank for Reconstruction and 

Development (EBRD) and the European 
Investment Bank (EIB) to build sections 
of a north-to-south motorway across the 
country – its biggest infrastructure project 
since the end of the 1992-1995 war. The 
340-kilometre motorway will be part 
of European Union-defined Corridor Vc 
which connects the Hungarian capital 
Budapest with the Croatian Adriatic port 
of Ploce via Bosnia.

In October, the EBRD lent Bosnia 180 

million euro for building stretches of the 
motorway, and the EIB lent 75 million 
euro in December. The overall EIB and 
EBRD investment in priority motorway 
sections will be 480 million euro.

A Bosnian government-commissioned 
feasibility study has shown the motorway 
will cost 7.39 billion marka and financing 
from the government, public-private 
partnerships, commercial lending and the 
international financial institutions.

The adopted business plan for 2009 is 
realistic and in line with the needs of the 
market projected for this year. Yet, it is 
obvious that the expected considerable 
drop in sales will, despite our cost-cutting 
measures, influence our result and we will 
not reach last year’s record level. It will, 
however, remain positive. This year we 

will remain competitive, 
enter new markets in 
neighbouring countries, 
improve our operations and 
continue investment.

Q: What is TCK’s investment 
policy? Has the crisis affected 
the company’s investment 
plans?

A: We have invested more 
than 130 million marka 
in ecology, modernisation, 
reconstruction and 
improvement of TCK’s 
operations, and in 
production units for ready-

mixed concrete since 2000 to date. TKC 
today operates according to the highest 
European standards. TCK capacities and 
their usage have been significantly enhanced, 
which is proved by our production and 
financial results getting better and better. 
In 2008 we completed an upgrade of the 
clinker silo, which significantly reduced 
secondary dust emissions.

Company 
to remain 

competitive, 
enter new 
markets in 

neighbouring 
countries 

and continue 
investment in 

2009
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In July, we introduced a closed-circuit 
cold water supply system and now the 
technological water does not flow back 
into the Bosnia river but is recirculated 
through the plant. Despite tougher 
business conditions we carry on with 
planned investments with an emphasis on 
environmental standards.[...] For example, 
dust emissions from the main chimney are 
50% below the legal requirements.

The most significant project 
we have started so far this 
year is the construction of 
a new clinker silo with a 
capacity of 70,000 tonnes 
- an investment worth 14 
million marka. With the 
silo construction we will 
completely eliminate the 
secondary sources of dust related to the 
handling of clinker in an outdoor deposit. 
Other significant projects for the 2009-
2010 period are modernisations of cement 
mills and the raw materials mill, which 
will further cut the noise emission from 
our plants, also a new ring for the gliding 

furnace system, secondary grinder and 
other upgrades.

Q: What is your company’s share of the Bosnian 
market? Do you plan to increase it and how are 
you going to do this?

A: At least six cement companies supply 
the Bosnian market. Three of them, based 
in neighbouring Croatia, supply a third of 
the market, small quantities arrive from 

Serbia, while the two local 
producers - TCK and Fabrika 
Cementa Lukavac [owned by 
Austria’s Asamer Holding] - 
supply the remainder. Bosnia 
and Herzegovina is one of the 
countries in the region with 
the largest share of imports of 
cement and other construction 
materials. When exporting 

to Bosnia, foreign producers generally do 
not certify their cement with the Bosnian 
institutions, and so the customers and 
local producers remain without protection, 
while for example in Croatia certifying is 
obligatory together with additional import 
restrictions the country has imposed.

Q: Does your company export? What percentage 
of its output and where to?

A: We export to Croatia and other regional 
markets some 9.0% to 11% per year. Our 
exports are restricted by transport costs. 
[...] Yet, in a situation when the domestic 
market contracts and in order to utilise our 
capacities, we need to consider increasing 
exports and finding new markets. 

Q: Which is the most significant infrastructure 
or architectural project, in which TCK has taken 
part in Bosnia and Herzegovina, and what was 
its impact on the company’s business?

A: The Kakanj cement has been built 
into the biggest construction projects in 
Bosnia and Herzegovina, including the 
Bocac, Salakovac, Mostar and Visegrad 
hydropower plants, and the sport facilities 
for the 1984 Winter Olympics in Sarajevo. 
Of the more recent projects I would mention 
the largest infrastructure project since the 
[1992-1995] war - the construction of [the 
Bosnian stretch of EU-defined] transport 
Corridor Vc.

Investment 
plan puts major 

emphasis on 
environmental 
performance
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Macedonia
Official name: Republic of Macedonia; Territory: 25,333 sq km; Capital: Skopje 
Official language: Macedonian, Albanian*; Political system: Parliamentary republic

Macedonia was part of the former 
Socialist Yugoslav Federation. It declared 
independence in 1991 and was recognized 
by the United Nations two years later. 
However, due to a dispute over its name 
with neighbouring Greece, the country was 
admitted into the world organisation under 
the name of Former Yugoslav Republic of 
Macedonia.

Following the two Balkan wars of 1912 and 
1913 and the dissolution of the Ottoman 
Empire, most of its European held territories 
were divided between Greece, Bulgaria 
and Serbia. The territory of the modern 
Macedonian state was then named Juzna 
Srbija (Southern Serbia).

After the World War II Macedonia became 
one of the six republics of the Yugoslav 
federation. Following the federation’s 
renaming as the Socialist Federal Republic 
of Yugoslavia in 1963, the Macedonia 
was renamed to the Socialist Republic of 
Macedonia. It dropped the “Socialist” from 
its name when it peacefully seceded from 
Yugoslavia in 1991. Macedonia proclaimed 
independence from Yugoslavia following a 
referendum. Bulgaria was the first state to 
recognize it.

Foreign debt as of end-2008 (mln euro)
Official creditors: 769.44

- IBRD 127.82

- IDA 270.90

- EIB 117.11

- EBRD 53.15

- European Union 85.00

- Eurobonds 150.00

Private creditors 151.77

Public companies borrowing 194.43

Main political parties: Democratic Party of Macedonian National Unity (VMRO-DPMNE), 
Social Democratic Union of Macedonia (SDSM), Democratic Union for Integration (DUI), 
Democratic Party of Albanians (DPA), New Democracy 

History and population

Politics

Macedonia is a parliamentary republic with 
a 120-seat chamber elected for a four-year 
term. 

The conservative VMRO-DPMNE-headed 

Macedonian National Asssembly
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President:
Gjorge Ivanov, 
elected in 
April 2009

International Affairs

Macedonia was granted an EU candidate 
status in December 2005 and is awaiting 
a date for starting accession talks. The 
European Commission has recently 
endorsed a proposal for visa liberalisation 
for Macedonia that needs to be approved 
by the European Council later in 2009. 
Greece blocked an invitation to Skopje to 

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)
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0.0 2.0 -0.5 0.6 -1.0

Current Account Deficit (% of GDP)
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8.4 2.7 0.9 7.5 15.3
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coalition led by Prime Minister Nikola 
Gruevski won 63 seats in a snap general 
election held in June, 2008, ahead of 
the Social Democrats who won 27 seats. 
Among the ethnic Albanians’ parties, DUI 
won 18 seats and DPA got 11. PEI (Party 
for European Future) won one seat. After 
the elections DPA remained with only five 
seats in parliament, while another five of its 
deputies set up a new party, New Democracy, 
and a sixth one stands as an independent.

Gruevski was re-elected as Prime Minister 
in 2008 to lead a government formed by 
the conservative VMRO-DPMNE party 
and its smaller coalition partners, and ethnic 
Albanian DUI party.

(*) In the areas predominantly populated by ethnic Albanians

join NATO in 2008, as it objects to the use 
of the name Republic of Macedonia, saying 
it implies territorial claims to a Greek 
province of the same name.

* Figures for 2008 are unavailable
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Macedonia TOP 10 Companies

The ranking of the largest companies 
in Macedonia, Macedonia TOP 10, is 
headed by the country’s sole crude oil 
refinery Okta, which also was the sole 
Macedonian company to enter the SEE 
TOP 100 ranking for 2008. Okta is part 
of Elpet-Valkaniki SA, a subsidiary of 
Greek oil trader Hellenic Petroleum. 
Macedonia’s largest fuel retailer Makpetrol 

was the second largest company in the 
national sub-ranking with total revenue 
of 393.7 million euro last year. The blue-
chip index heavyweight dominated the 
Macedonian fuel retail market with a 
share of some 60% at the end of 2008. It 
has 110 filling stations and employs some 
1,900 people. 
Magyar Telekom’s Macedonian fixed-line 

unit Makedonski Telekom and its mobile 
unit T-Mobile Macedonia both made it to 
the ranking, at third and fifth position, 
respectively. Hungary’s Magyar Telekom, 
in turn, is a unit of Germany’s Deutsche 
Telekom.
The aggregate revenue of the 10 largest 
Macedonian companies was 2.3 billion 
euro in 2008.

Macedonia suffered frustrating diplomatic 
setbacks in 2008 as Greece blocked its 
membership of NATO and also threatened 
to thwart its EU aspirations unless the 
long-running name dispute between the 
two neighbours is resolved.

During the April NATO summit in 
Bucharest, Macedonia, unlike Croatia and 
Albania, failed to get an invitation to join 
the Alliance due to the unresolved row with 
its southern neighbour. Athens blocked 
Macedonia’s membership saying the name 
of the country implies a territorial claim by 
the former Yugoslav republic to Greece’s 
northernmost province of the same name. 
Negotiations between the two counties 
under UN auspices stalled, with analysts 
saying there are no visible signs of a swift 

solution.  

Greece also threatened to block Macedonian 
moves towards EU membership if the name 
dispute is not resolved. But Macedonians 
say they are not willing to change the name 
of the country or their national identity.

POLITICS

After the NATO summit, the Macedonian 
parliament, despite the objections of 
opposition parties, called an early general 
election on June 1, at which the conservative 
VMRO-DPMNE party headed by Nikola 
Gruevski won a convincing majority 
and formed a coalition with the ethnic 
Albanian Democratic Union of Albanians 
(DUI). Gruevski was re-elected as Prime 
Minister. The voting was marred by serious 

violence, mostly in areas populated by 
ethnic Albanians, comprising one quarter 
of the population in the country of two 
million people.

The election violence, including 
shooting, which left one dead and several 
wounded, was given as the main reason 
for Macedonia not obtaining a date for 
starting EU accession negotiations. In its 
2008 progress report on Macedonia the 
European Commission said the country 
had failed to meet international standards 
for free and democratic elections. But local 
analysts believed the name dispute with 
Greece was the real reason for the delay. 
Macedonia was granted an EU candidate 
status in 2005.

Macedonia in 2008 at a Glance
by Valentina Dimitrievska (SeeNews)

Macedonia TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 52 Okta AD 646.89 492.91 -22.42 16.14

2 106 Makpetrol AD 393.67 327.57 4.26 2.68

3 136 Makedonski Telekomunikacii AD 318.68 306.09 101.85 100.67

4 161 EVN Macedonia AD 278.89 260.84 0.617 0.064

5 281 T-mobile Makedonija AD 166.89 160.57 87.35 84.26

6 286 Mepso AD 164.66 280.48 -27.36 -4.58

7 362 Makstil AD 111.45 96.21 2.03 2.71

8 385 Fersped AD 92.39 95.55 4.27 3.10

9 413 Alkaloid AD 71.81 63.76 9.35 9.02

10 424 Granit AD 61.55 46.51 N/A N/A
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Now Macedonians hope they will at least 
get visa-free travel within the 27-nation 
EU next year. 

Despite the setbacks, the Macedonian 
government has reaffirmed its commitment 
to speed up its readiness for EU accession. It 
has drawn up an action plan to implement 
EU recommendations, focused on holding 
free and democratic local and presidential 
elections next spring and an improvement 
of political dialogue.

THE ECONOMY

In the economic sphere, the world financial 
turmoil did not bypass Macedonia. The 
country’s metal, textile and leather 
industries were the most affected, causing 

some companies to halt production 
and dismiss workers. Lay-offs worsened 
Macedonia’s acute unemployment 
problem, with the jobless rate standing 
at 33.8% in 2008, compared to 34.9% in 
2007.

The Macedonian Stock Exchange went into 
free fall last year, with the blue-chip MBI-
10 index dropping to 2,062.87 points at 
the end of December from 7,690.36 on 
January 2. Brokers said the market malaise 
would last in 2009 due to lack of interested 
investors.

However, the government pressed on 
with a campaign to attract foreign 
investors, offering tax breaks, advertising 
the Macedonian business opportunity in 

foreign media and sending promotional 
delegations abroad. Last yead foreign 
direct investment in Macedonia totalled 
412.5 million euro, from 34.2 million euro 
a year earlier. Earlier projections expected 
Macedonian FDI in 2008 to reach over 
500 million euro.

The government targets real economic 
growth of 5.5% for 2009, compared to 
5.0% in 2008.

Macedonia faced annual inflation of 8.3% 
in 2008 from 2.3% in 2007.

Macedonia ended 2008 with a current 
account deficit of 851.16 million euro, 
double higher from the 83 million euro 
deficit a year earlier.

Interview: Macedonia’s MEPSO Goes Ahead with Building 
Electricity Link to Serbia, Plans Another One to Albania 

Vladimir Zdravev, CEO MEPSO

Q: What is the role of MEPSO, following the 
adoption of amendments to the Energy Law in 
2008?

A: Following the changes in the Energy 
Law, MEPSO has transferred the role of 
power supplier to ELEM. This means 
that MEPSO is no longer in charge of 
supplying electricity to the system. This 
is a substantial change in the scope of 
MEPSO’s operations. Now, we are in 
charge of performing maintainance works, 
managing the high-voltage system and 

keeping the balance between supply and 
demand in the electricity system.

Q: In what condition is the Macedonian power 
transmission infrastructure?

A: The main priority on the MEPSO 
management’s agenda is the 
optimisation of the grid, its 
upgrade and expansion, as 
well as the rational utilisation 
of all available resources in 
order to meet our utmost 
target of providing timely 
power transmission and 
securing the stability and 
safety of the power system. 
MEPSO’s grid is in an 
optimal condition, all check-ups are being 
made regularly and we are continuously 
investing in the grid’s modernisation and 
expansion. Our network has a bigger 
transmission capacity than the needs of 
Macedonia’s economy and its population 
and this enables us to offer electricity 
transit services to regional electricity 
traders and the operators of the grids in 

by Valentina Dimitrievska (SeeNews)

Macedonian state-owned power transmission operator MEPSO is working on several major infrastructure projects, including the 
construction of an interconnection line to neighbouring Serbia, and plans another one - to Albania. The interconnection line to Serbia 
will be some 70 kilometres long. It is valued at 14 million euro, of which 11 million euro will come from a World Bank loan. MEPSO 
was set up in 2005, following the split of Macedonia’s communist-era power monopoly ESM into a generation unit called ELEM, a 
transmission company MEPSO and a distribution unit ESM. In 2006, Macedonia sold 90% of ESM to Austrian utility EVN, which 
renamed it to EVN Macedonia.

Income from 
transmission 

services down as 
crisis-hit users 
cut electricity 
consumption

the neighbouring countries with which we 
have a great cooperation.

Q: You have announced you are investing 22 
million euro in infrastructure projects this year? 
Is this investment plan developing according to 

schedule ? Do you plan other 
investments?

A: The implementation of 
the big projects is going 
on as scheduled. We 
work on several projects 
simultaneously. The biggest 
project for this year is a 
new 400/110 kilovolt (kV) 
substation in Stip [Eastern 
Macedonia] worth of 11 

million euro. We are also working on 
a 400 kV interconnection line linking 
Stip with Nis [in neighbouring Serbia]. 
The installation of an optical cable in 
the long-distance grid, by which we are 
going to obtain a closed-type optical cable 
system, is starting. At the same time, 
we are working on the rehabilitation of 
several transformer stations, which also 
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Interview: Macedonian Telco Vip Sees Stable Rise in 2009 
Revenue, Eyes Position Among Top Two 

Nikola Ljusev, CEO Vip Operator

Q: What has been the impact of the financial 
and economic crisis on the Macedonian mobile 
telecommunications market?

A: It is noticeable even in the 
telecommunications market in Macedonia, 
where the average cost per user is relatively 
small (less than 10 euro per month), there 
has been a strong steering 
towards cost optimisation. 
Speaking about our 
operations, from the very 
beginning we started with a 
consistent brand positioning 
in the area of price and 
value leadership, so we 
quite successfully reversed 
the downward crisis spiral to a strong 
motivation for valuable future prospects. It 
is the cost steering incentive that triggered 

Macedonia’s Vip Operator is the third largest mobile telecommunications company by market share in the country of two million people, 
behind Magyar Telekom’s local unit, T-Mobile, and Telekom Slovenije-owned Cosmofon. The company cut its negative EBITDA (earning 
before interest, tax, depreciation and amortisation) by an annual 25.9% to 8.3 million euro ($11.7 million) in the first half of 2009. 
Revenues rose by an annual 111.6% to 9.1 million euro through June. Vip Operator had 224,400 customers at the end of June compared 
to 209,200 a year earlier. Its market share was 9.6% at the end of the second quarter of 2009 compared to 9.9% a year earlier.

by Georgi Georgiev (SeeNews)

is an important project, worth of several 
million of euro.

Q: You finished the construction 
of the interconnection line between 
Macedonia and Bulgaria at the 
end of last year. What benefits 
do you expect from this project? 
Do you have plans for building 
interconnections with other 
neighboring countries in the near 
future?

A: This interconnection 
line is the biggest capital 
investment in our high-voltage grid in 
the last 20 years. At the same time, it 
is the first interconnection in the East-
West corridor. For us, it has a great 
importance as it ensures the safe and 
stable operation of our power system. At 
the same time it increases the transmission 
capacity of MEPSO. Now, we are facing 
a new challenge, the construction of 

the interconnection line between Stip 
and Nis. We also plan a construction of 

an interconnection line to 
Albania.

Q: What financial results does 
MEPSO expect in 2009?

A: According to MEPSO’s 
forecast, we plan to end 
this year with a positive 
financial result. It will be the 
first positive 
financial result 
since MEPSO 

was set up four years ago. 
This is a result of the rational 
work and the good planning 
by the company’s managerial 
team and the positive 
financial results achieved at 
auctions for allocation of our 
cross-border transmission 
capacities.

Q: How has the global crisis affected the 
Macedonian energy sector, and how does it 
affect your company?

A: MEPSO’s top priority is to provide 
timely and regular energy transmission 
and ensure the safe operation of the system. 
MEPSO is not a profit-oriented company, 
yet the consequences of the global economic 
crisis can also be felt in our work, mainly 
in the segment of power transmission. The 
income from transmission services is lower 

than expected, since direct 
consumers, i.e export-oriented 
Macedonian companies, have 
been spending less electricity 
on their production, as 
demand for their products 
on international markets has 
decreased. But we are seeing 
the first tentative signs of 
economic recovery and rise in 
capacity utilisation.

Main priority is 
optimisation, 
upgrade and 
expansion of 
transmission 

grid

Utility seen on 
track for first 

positive year-end 
financial results 
since inception 4 

years ago

some loyal customers of our competitors 
to leave their former providers and change 
them for the first time in their life. As a 
result of this, even in a period of economic 

downturn we are improving 
consistently our financial and 
operating performance, every 
quarter being better than the 
previous one.

Q: What are your projections for 
VIP’s financial performance in 
2009 compared to last year?

A: We expect and believe that 
we will keep the stable growth in revenue 
and market share, meeting the expectations 

Macedonian 
cellular market 

is prepaid-
oriented 
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of our shareholders. The growth is always 
connected not only to operational excellence 
and right propositions on the market, but a 
lot of externalities that have their influence 
as well. According to many analysts, the 
national economy is facing the bottom 
of the crisis and I really hope that sooner 
rather than later we will be 
able to catch a good wind for 
the upside. If we speak about 
financial performance targets 
in comparison to the last 
year, the most relevant key 
performance indicators will 
be the significant increase 
of revenues and reduction of 
operating losses. 

Q: How is the company performing on the pre-
paid and the post-paid segments? Which of the 
two is setting the pace of growth?

A: What we can officially say in this 
respect is that we are progressing well 
in the pre-paid segment, which is very 
important for building a community and 
growing in terms of market share, as the 
Macedonian telecommunications market 
is basically known as a pre-paid oriented 
one. Nevertheless, our focus is pretty 
dominant on the post-paid segment, 
too – both from revenue potential and 
business predictability perspectives. We 
are more than pleased with the results in 
the post-paid segment, it appears that in 
the last one year we managed to find the 
right blend of irresistible propositions: best 
price of 0 MKD/min on-net for lifetime, 
nice portfolio of handsets, good service 
quality, plus exclusive service offerings like 
BlackBerry and Virtual Private Networks 
for corporate customers. 

Q: Does the company plan to enter the wireless 
Internet market segment?

A: Well, we are already there from the 
very moment of our commercial start. It 
didn’t take years to deploy GPRS/EDGE 
proposition on our side, as it was the case 
with the mobile incumbents in Macedonia. 
The technology that we have is currently 
satisfying the needs of our customers. We 
believe that there is certain potential in the 
mobile broadband data business and we 
are keen to exploit it as much as it makes 
business sense. 

The next step, from a broadband 
infrastructure perspective – and there are 
few straight forward technology options 
to go for - has to be justified by finding 
a proper business model that will bring 

both customers and operators in a win-
win situation. The operators need to find 
a sustainable value before jumping to yet 
another big investment cycle and avoid 
becoming a “dump bit-pipe”.

Q: How is the handset side of the business 
performing? How does the rate 
at which mobile operators in 
Macedonia subsidise handset 
purchases compare to the rest of 
the region?

A: The customers here in 
Macedonia are eager to own 
and show off with modern, 
super fancy terminals. Some 

psychology experts are saying that modern 
mobile phone possession is perceived as 
“affordable status symbol substitute” 
when it is not financially possible to have 
a luxurious car, a big house, etc. While it 
is normal in most countries to subsidize the 
terminal for post-paid customers depending 
on contract binding period and tariff plan, 
we also saw in Macedonia subsidizing on 
pre-paid, which is bit of extreme from a 
business perspective. In respect to subsidy 
levels in Macedonia in comparison to the 
rest of the region, I think that differences 
are coming as a result of internal market 
dynamics, competition legacies and market 
forces.

Q: What are the company’s subscriber base/
market share targets?

A: Well, speaking of the 
long-term perspective, it is 
our vision to become one of 
the top two mobile operators 
in the country. So, we are in 
a mission to consistently and 
sustainably grow in terms of 
market share and revenue.

Q: What is the company’s 
advertising budget? Is it betting 
on TV, print or online advertising?

A: Of course, as a mobile operator we are 
among big media spenders in the country. 
We are working hard on finding the 
smart mix between traditional channels 
for marketing communications and new, 
alternative ones which might be even more 
cost efficient. TV is still the most powerful 
media in Macedonia, but we are  also using 
other channels of communication: radio, 
print and Internet advertizing.

Q: What is the company lining up as part of its 
alliance with Vodafone?

A: We have been the exclusive partner 

of Vodafone in Macedonia for more 
than a year. The partnership helped us a 
lot to exploit synergies with Vodafone 
on different levels: bringing world-
renowned products and services from 
Vodafone’s portfolio like BlackBerry on the 
Macedonian market, extensively using the 
benefits of partnering with Vodafone on the 
purchasing side, especially with exclusive 
Vodafone-branded handsets, and last but 
not least, the partnership helped us a lot 
in expanding roaming footprint with the 
biggest worldwide network.

Q: What has been the market impact, if any, of 
MNP in Macedonia?

A: I have always been in disagreement 
with people who are preaching disbelief in 
the portability of numbers. Irrespective of 
the figures of ported customers - whether 
they look big or small - we should not put 
the label of success based on short-term 
uptake facts. The inherent value of MNP 
lies in the powerful concept of breaking 
down the legacy between the number that 
used to belong solely to the operator, and 
the customer who is investing in building 
emotional value to this number throughout 
years of usage and encounters.

Regarding our initial results in respect 
to MNP, Vip is proud to be a leader not 
only in implementation of mobile number 
portability service but also in the service 
provided to the customers in Macedonia. 
We acknowledge and praise the brave 

decision of the Agency for 
Electronic Communications 
that decided last year to put a 
firm deadline on the ongoing 
saga in the implementation 
process of MNP. The initial 
results in only one year time 
are satisfactory, we are happy 
that mobile customers are 
selecting predominantly 

us as an operator and that we have the 
biggest number of ported-in customers in 
our network. 

Q: How far is the Macedonian mobile market 
from reaching the saturation point and is there 
room for a fourth operator?

A: Macedonia is a very small market of 
only 2 million people. In many businesses, 
but especially the ones with relatively 
high share of fixed costs, the economy of 
scale is one of the predominant factors 
for success. The penetration rate of the 
mobile telephony is already above 115%, 
according to the official figures released by 

Partnership with 
Vodafone helped 
exploit synergies 

on number of 
levels 

Mobile 
broadband data 
transfer seen as 
having potential 
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Interview: 
Macedonia’s Sieto Mulls 200 Mln Euro Solar Roof Project 

sources, which is the selling price of power 
distributor EVN Macedonia AD] 

Q: What is the estimated cost of the solar rooftop 
project?

A: The implementation of this project 
without additional government support 
and a feed-in tariff would be impossible. 
Our idea is for the households 
to take out cheap credits of 
some 15,000-25,000 euro 
each. So total investment 
is estimated at some 200 
million euro for a period of 
10 years.

Q: Can you tell me more about 
the 70,000 euro solar park with 
a 10,200 Watt-peak capacity 
which the company opened in 
June in the village of Kadino, near Skopje, the 
first such facility in Macedonia.

A: In 2006, Sieto built an “energy-
independent ecological house” near the 
solar park in Kadino, which also served as 
measurement centre for various parameters, 
the first such project in Macedonia and the 

third in Europe. The idea is 
to combine solar and wind 
sources to generate electricity 
and heating energy for the 
needs of an individual house.

Q: Are such projects profitable 
given the high investment costs?

A: Of course they are. The investment is 
costly, but, with a feed-in tariff, the money 
can be recouped in six years. Macedonian 

Privately-held Sieto (www.sieto.com.mk) was set up in 1992 as an industrial electronics parts producer. It has been involved in solar 
energy projects for over eight years. So far, it has installed solar panels for different corporate clients at some 40 locations across 
Macedonia. The company’s core business is production of special purpose industrial electronics as tyristor rectifiers, AC/DC regulators, 
frequency inverters, uninterruptible power supply devices, as well as electronic equipment for railway vehicles. Sieto also manufactures 
equipment for air quality control and air pollution monitoring.

by Valentina Dimitrievska (SeeNews)

Zvonko Markovski, Director Sieto

companies can apply for credit lines from a 
$5.0 million grant provided by the Global 
Ecological Fund (GEF) earmarked for the 
financing of sustainable energy projects. 
This is currently the only external source 
of funding for such undertakings for local 
companies. But, we expect the government 
to offer aid for small and mid-sized 

companies, providing access 
to cheap credits with an 
interest rate of up to 6.0%.

Q: Has the economic turmoil 
affected your company and 
the solar energy sector in 
general?

A: Our company was affected 
by the global economic 
crisis, but the best way to 
counter the fallout is to keep 

investing.  We had the necessary cash after 
doing solid business last year and now we 
hope the investment will pay off.

Q: What about the interest among companies to 
install solar systems?

A: Sieto is in talks with several investors to 
install solar systems at different locations 
in Macedonia by the end of the year. It is 
a long-term and profitable investment, as 
the life expectancy of such systems is 40 
years.

Q: What is the potential for solar energy 
production in Macedonia?

A: Macedonia is a sunny country, with 
over 270 sunny days a year, that is why 
we should focus more on solar energy 
production.

Q: Can you elaborate on your plans for the 
implementation of a solar rooftop project in 
Macedonia?

A: The idea is for Macedonia to receive 
a grid-connected dispersed solar station 
with photovoltaic (PV) panels on 10,000 
rooftops with capacity of three to five 
kilowatts (kW) for each house. Why 
10,000 rooftops, you might ask. One of 
the demands of this technology is the 
need for large space. And one place you 
can find it, for free, even, are rooftops as 
all municipal service fees have already been 
paid. Another benefit for the 
households from this high 
technology is the attractive 
feed-in tariff of 0.46 euro per 
kW set last September by 
Macedonia’s energy regulator 
for the electricity output sold 
by privately-held solar operators to state-
owned transmission operator MEPSO 
[compared with 0.04 euro per kW of 
electricity generated from conventional 

Multi-decade 
life expectancy 
of solar systems 

ensures 
long-term 

profitability 

Investment is 
best anti-crisis 

response 

the operators in their annual reports. In 
the current circumstances and distribution 
of market shares/revenues, the potential for 
having more than three mobile operators 
is literally zero. Much bigger markets than 
Macedonia have provided no hard evidence 
for the sustainability of more mobile players 

on the market.

Q: The company’s competitors have each been 
awarded 3G licences. How will you match their 
next-generation offerings?

A: We don’t want to play the game of the 
others. On the contrary, we will compete 
on our ground and exploit our strengths, 

deciding when to hit, how to do this and 
whom we’ll target. Those, who are more 
closely following the telecoms market in 
Macedonia, have recognized that the most 
out-of-the-box ideas have been coming 
from Vip and this will be the case in the 
future as well. 
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Moldova
Official name: Republic of Moldova; Territory: 33,371 sq km; Capital: Chisinau
Official language: Romanian; Political system: Parliamentary republic

Moldova occupies the biggest part of the 
territory located between the Prut and the 
Dniestr rivers. The landlocked country 
of 33,371 square kilometres is wedged 
between Romania and Ukraine.

Annexed by the Russian Empire in 1812, 
the province of Basarabia reunited with 
Romania in 1918 only to come back under 
Moscow’s control in 1940 as the Moldovan 
Soviet Socialist Republic (MSSR) following 
the Nazi-Soviet Non-Aggression Pact.

During World War II the MSSR was 
controlled by Romania, which allied with 
Nazi Germany, seeking re-unification 
with its former province. In 1944, when 
Soviet troops occupied Romania, Moldova 
was returned to the Soviet Union and 
became one of its 15 constituent republics. 
The country declared its independence in 
August 1991. 

More than 93% of the population are 
Orthodox Christian. Moldovans account 
for the majority of population, around 
8.0% are Ukrainians, some 5.0% are 
Russians. Ethnic Turks and Bulgarians 
make around 4.0% and 2.0% of the 
population, respectively.

Foreign debt as of end-2008 ($ mln)
State debt 778.3

- bonds and notes 6.35

- credits  771.95

Debt to the IMF 166.97

Banks 581.06

Other sectors 1,866.91

Debt liabilities to direct investors 731.55

Total foreign debt 4,124.79

Main political parties: Communist Party (PCRM), Liberal Democratic Party (PLDM), Liberal 
party (PL), Moldovan Democratic Party (PDM), “Our Moldova” alliance (AMN) 

History and population

Politics

Moldovan National Asssembly
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International Affairs

Moldova is a member of the Commonwealth 
of Independent States (CIS), which brings 
together some of the former Soviet 
republics. Moldova’s long-term target 
remains membership of the European 
Union. In December, the EU proposed to 
build closer ties with Moldova and five other 

Government Borrowing

Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)
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ex-Soviet republics under a new ambitious 
Eastern Partnership programme. The plan 
foresees the extension of additional financial 
aid, integration of the countries into the 
EU’s economy and easier travel to the EU 
member states for the citizens of Armenia, 
Azerbaijan, Belarus, Georgia, Moldova and 
Ukraine. Moldova was among the eleven 
countries, which in 1992 founded the 
Black Sea Economic Cooperation (BSEC) 
organisation. It is also a member state of 
the Council of Europe, The World Trade 
Organisation and The Organisation for 
Security and Cooperation in Europe.

Moldova is a parliamentary republic with 
a 101-seat unicameral chamber elected 
for a four-year term. The parliament 
elects a president who then appoints the 
government.

Moldova held snap parliamentary elections 
on July 29 this year after the previous 
legislature, elected on April 5, failed twice 
to elect the new head of state and had to 
be dissolved as required by the country’s 
constitution.

Four liberal pro-Western opposition 
parties - the Liberal Democratic Party 
(PLDM), the Liberal party (PL), the 
Moldovan Democratic Party (PDM), and 
“Our Moldova” alliance (AMN) - together 
have 53 seats in parliament, short of the 
61 seats needed to elect the country’s next 
president. The ruling Communist Party 
(PCRM), which has won the 1998, 2001, 
2005, 2009 parliamentary elections in the 
country, has 48 seats in the legislature.

Figures for 2008 are unavailable
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Moldova TOP 10 Companies

Number one in Moldova’s biggest 
companies sub-ranking was gas utility 
Moldovagaz, majority owned by Russia’s 
Gazprom. Moldovagaz transited 23.4 
billion cubic metres of Russian gas to the 
Balkans in 2008, 5.0% down from 2007. 
Gazprom holds a 50% stake in Moldovagaz 
plus one share. The Moldovan government 
and the breakaway region of Transdniestria 

own 35.33% and 13.44%, respectively.
Moldova’s sole fixed-line operator 
Moldtelecom ranked second with total 
revenue of 175.7 million euro and a net 
profit of 26.7 million euro in 2008. 
The Moldovan unit of Spanish utility 
Union Fenosa, Red Union Fenosa SA, was 
third with total revenue of 147.8 million 
euro in 2008. Red Union Fenosa supplies 

electricity to the southern and central 
regions of Moldova, including the capital 
Chisinau. The distibutor, which owns three 
of Moldova’s five power distributors, plans 
to invest over 15.5 million euro in 2009, 
including 12 million euro for network 
upgrade. 
The aggregate revenue of all 10 companies 
was 1.38 billion euro in 2008.

Moldova was politically stable and 
economically successful in 2008: the 7.2% 
economic growth and single-digit inflation 
at the end of the year, accompanied by 
positive appraisals by the European Union 
and International Monetary Fund created 
an image of a progressive and prosperous 
country.

But despite these encouraging 
developments, most of the population 
remains desperately poor, largely 
dependent on money transfers from 
relatives working abroad and still hoping 
for a brighter future for their country. 

Official figures show that the number of 
migrant workers was around 340,000 

in 2008 out of a 1.4 million workforce. 
However, the real figure is believed to be 
more than 500,000.

Moldovan migrant workers continued to 
finance more than 30% of the country’s 
gross domestic product (GDP) in 2008. 
The country’s government believes that 
few migrant workers will return home 
from western Europe next year, despite the 
financial crisis in the host nations. 

In 2008 Moldova’s relations with the EU 
improved more than expected and the 
27-member bloc said it is ready to sign 
a new ambitious agreement with the 
country. While Moldovan authorities made 
successful steps in external policy in 2008, 

it experienced a fiasco in internal policy, 
failing to find a long lasting solution to 
settle the status of Moldova’s breakaway 
region of Transdniestria. Two meetings 
between the Moldovan government and 
the Transdniestria authorities provided no 
result as the region still considers itself an 
independent state.

Here are the main political, economic and 
business events in Moldova in 2008 as 
reported by SeeNews:

POLITICAL:

 »Prime Minister Vasile Tarlev resigned 
in March. The resignation was seen by 
many analysts as a strategic step by the 
ruling Communist Party to redirect their 

Moldova in 2008 at a Glance
by Kristina Belkina (SeeNews)

Moldova TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 73 Moldovagaz SA 523.15 453.37 25.95 38.06

2 256 Moldtelecom SA 175.74 151.15 26.75 34.35

3 309 Red Union Fenosa SA 147.80 N/A 5.86 N/A

4 330 Orange SA 136.59 101.96 67.67 47.49

5 397 Tirex-Petrol SA 85.58 63.00 3.30 4.19

6 404 Floarea Soarelui SA 77.64 61.79 5.95 3.33

7 406 CET2 SA 74.66 40.14 81.48 7.86

8 420 Lafarge Ciment SA 67.32 49.51 18.23 10.94

9 428 Moldcell SA 51.94 40.53 7.34 9.65

10 435 Suedzucker Moldova SA 35.06 34.99 4.79 3.15
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politics and to find a new point of support 
before the parliamentary elections in 
2009. First deputy Prime Minister Zinaida 
Greceanii was appointed new PM.

 »The European Union said it was ready 
to deepen its relationship with Moldova 
by signing a new, ambitious agreement 
with the country. The bloc said it aimed to 
ease trade with the country. It also urged 
Moldova to make more efforts to resolve 
the conflict in breakaway Transdniestria.

 »Moldovan President Vladimir 
Voronin met the leader of Transdniestria, 
Igor Smirnov, twice in 2008, proposing a 
settlement plan. The meetings produced 
no results.

 »Despite difficulties, Moldovan 
politicians have kept their sense of humour, 
making the end of 2008 an amusing time. 
In December the government and mayor of 
the capital Chisinau began a dispute over 
the location of the New Year tree, a conflict 
which is becoming a New Year tradition. 
The tradition was born in 2007 when the 
newly elected mayor, and, at the same 
time, member of the opposition Liberal 
Party, and the Moldovan Communist 
government clashed over the right to 
install the New Year Tree. As a result, the 
capital had two New Year trees last year, 
one from the government and another 
from the mayor. 

ECONOMIC:

 »Moldova’s economy grew by a real 
7.2% in 2008, much faster than the 3.0% 
growth a year ago. Consumer prices grew 
by an annual 7.3%. The IMF and the 

government projected 6.5% economic 
growth and end-year inflation of around 
9.0% in 2008.

 »Moldova carried out an aggressive 
privatisation programme in 2008, which 
has resulted in a record-high 734 million 
lei revenue from the sale of state-owned 
assets. The privatisation revenue reached 
155 million lei in 2007.

 »The nation suffered $120 million 
in damage from floods in the summer of 
2008. Heavy rains at the end of July and in 
August caused the Dniester and Prut rivers 
to swell, flooding towns and villages and 
forcing people to leave their homes. Three 
people were killed by the raging waters in 
the capital Chisinau, around 300 families 
lost their homes and more than 4,800 
hectares of arable land were flooded.

 »In September, Fitch Ratings 
downgraded its credit rating outlook for 
Moldova from positive to stable, reflecting 
deterioration in Moldova’s external 
finances and continued inflation pressure.

 »Moldova was little affected by the 
global crisis in 2008. The immaturity of 
the country’s financial market and the 
slight exposure of its businesses to external 
markets helped lessen the impact of the 
economic turmoil on the economy. 

Business:

 »The European Bank for Reconstruction 
and Development’s business volume in 
Moldova hit a record-high 100 million 
euro in 2008 with around one-third of the 
projects in the financial sector.

 »In November, Romanian real estate 

developer Anchor Group opened the first 
large-scale retail and entertainment centre 
MallDova in the Moldovan capital Chisinau 
following a 50 million euro investment.

 »The sole oil terminal in Moldova 
received its first delivery in August. Dutch-
based EasEur Holding has invested $27 
million (19 million euro) in the terminal 
which is situated on the Danube river, in 
southern Moldova, and has eight reservoirs 
with a combined storage capacity of 52,000 
tonnes of crude oil.

 »In June, Rompetrol Gas, the liquefied 
petroleum gas (LPG) trading division of 
Romanian oil company Rompetrol Group, 
acquired a majority stake in Moldovan 
gas importer, wholesaler and retailer 
MoldInterGaz for an undisclosed sum.

 »Moldova’s two mobile operators 
Orange and Moldcell obtained a third-
generation (3G) services licence in 2008, 
becoming the first wireless operators to 
bring these services to the country. 

 »In September, Russian insurer 
Rosgosstrakh bought 80% of Moldova’s 
largest insurer Moldasig for 48 million lei 
($4.6 million/3.2 million euro) as part of 
its plans to expand to Eastern Europe and 
ex-Soviet countries.

 »In December, the Moldovan 
government signed an investment 
agreement with Czech investment company 
J&P Finance Group to build a 600 million 
euro power plant in Moldova. The 350 
megawatt plant, the largest ever foreign 
investment in Moldova, could cover 20% 
of the country’s electricity demand.
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Interview: 
Uncertainty in Moldova Weighs on FDI Inflow

Moldova’s uncertain political environment makes foreign investors cautious and they prefer to stay on the sidelines until the country’s 
new parliament, in which pro-West reformist parties control more than half of the seats, starts delivering legislation. Moldova’s Economy 
Ministry has said that the FDI inflow could halve 2009 from last year’s record high $679.6 million (474 million euro). The Communist 
Party, which has governed Moldova since 2001, controls 48 of the 101 seats in the chamber after the July 29 snap elections. The 
elections were called after violent street protests against the results of the previous April 5 vote, which gave 60 seats in the chamber to 
the Communists, just one seat short of the three-fifths majority needed to elect the country’s president, and the subsequent failure of the 
parliament to elect a new head of state. Mainly agricultural Moldova ranked 103rd in the World Bank’s report “Doing Business 2009” 
among the 181 countries surveyed. The country, wedged between Romania and Ukraine, was 19th among 25 countries in the region of 
Eastern Europe and Central Asia in the survey.

Andrei Timush, Executive Director Moldovan Invest-
ment and Export Promotion Organisation MIEPO 

Q: Has the political crisis affected the FDI inflow 
to Moldova since the April 5 vote?

A: The crisis has adversely 
influenced the image of our 
country. Of course, political 
stability is very important to 
any foreign investor. 

Q: To what extent has the global 
economic downturn affected 
the activity of foreign investors 
already operating in Moldova?

A: Despite the crisis foreign 
investors continue to invest 
in the country but at a 
much slower pace than before. Some have 
switched from initially-planned large-
scale investment projects to less ambitious 
small- and medium-sized ones. Most 
important, however, is that as far as we 
know the majority of foreign investors 
already operating in Moldova do not intend 
to retreat on their economic and financial 
commitments in the medium to long term.

Our initial projection was that FDI 
would not fall below last year’s level but 
preliminary figures show us that FDI fell by 
around 50% on the year to 614.4 million 

lei ($54.8 million/38.2 million euro) in the 
first half of 2009. It is obvious 
that the financial crisis will 
impact our economy, but not 
to the same extent as in other 
European countries.

Moldova, for instance, has 
no sophisticated mortgage 
lending system, which created 
many of the problems now 
faced by the United States 
and Europe. Historically, the 
FDI inflow in Moldova was 
channeled primarily into 
the sectors of trade, financial services and 
industry rather than in real estate.

Q: What investment incentives does the Moldovan 
government offer?

A: The incentives for foreign 
investors are many and 
include, amongst others, zero 
income tax for companies 
that reinvest their profits. 
The government has also 
invited Moldovan businesses 
to declare their hidden 
assets, aiming to improve 
the creditworthiness of these 
c o m p a n i e s . 

As we all know, hidden 
assets impair the ability 
of a company to take out 
bank loans and make this 
company less attractive to 
both investors and foreign 
partners.

Moldovan investment 
incentives also include cuts in 
corporate income tax all the 
way to zero and facilitation 
for starting up a business in 
the free economic zones in Moldova. Such 

by Kristina Belkina (SeeNews)

free economic zones (FEZs) operate at the 
Giurgiulesti International 
Free Port, the Marculeti 
International Free Airport 
and in six other locations.

The most important tax 
benefits for a FEZ resident 
include exemption from 
Value Added Tax, exemption 
from customs duties on goods 
imported into the FEZ to 
further export, exemption 
from excise duties on products 
imported in the FEZ for a 

subsequent re-export.

Q: What are the main sectors of the Moldovan 
economy foreign investors prefer to invest in?

A: The sectors, which currently attract 
most investments, are fruit and vegetables 
processing, textile industry, construction 
and transport.

Retail trade and hotel business also are 
popular investment target areas. The largest 
foreign investor in Moldova in 2008 was the 
Netherlands with a 22% share of total FDI 
inflow. Russia, Cyprus and Spain followed 
with 12%, 8.5% and 8.4%, respectively.

Some major foreign investors that have 
already made sizeable 
investments in Moldova 
include France Telecom, 
Lafarge and Societe Generale 
from France, Germany’s 
Draxlmaier, Metro Group 
and Suedzucker, Italy’s 
Veneto Banca, Spain’s Union 
Fenosa, Dutch-based Danube 
Logistics and also Austria’s 
Raiffeisen bank, Vienna 
Insurance Groupe, Western 
NIS Entreprise Fund, 

ProCredit Holding and others.

Foreign investors 
continue to 
invest in the 

country but at 
a much slower 

pace due to 
crisis

The financial 
crisis will impact 

the economy, 
but not to the 

same extent as in 
other European 

countries

Incentives for 
foreign investors 

include zero 
corporate tax for 
companies that 
reinvest their 

profits. 
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Montenegro
Official name: Republic of Montenegro; Territory: 13,812 sq km; Capital: Podgorica 
Official language: Montenegrin; Political system: Parliamentary republic

Montenegro was the tiniest of the six 
republics that made up the Socialist 
Yugoslav Federation set up after World 
War II to replace a kingdom that united 
Serbs, Croats and Slovenes before the 
war. Josip Broz Tito, who headed the 
federation, broke ranks with Stalin’s USSR 
in 1948 and started balancing between 
Western democracies and the Communist 
bloc, hushing down nationalist bickering 
in Yugoslavia with Western-style economy 
and Socialist-style benefits.

After Tito’s death in 1980, a rise of 
nationalist sentiment led to violent 
disintegration of Yugoslavia in the early 
1990s when Slovenia, Croatia, Bosnia and 
Macedonia all proclaimed independence. 
Montenegro, however, remained tied in 
a loose union with Serbia that replaced 
rump Yugoslavia between 2003 and 2006. 
At a referendum held on May 21, 2006 
the Montenegrins decided to break up the 
state union with Serbia and restore their 
country’s independence.

Foreign debt as of end-2008 (mln euro)

IBRD 187.1

IFC 7.8

Paris Club 132.7

IDA 54.9

EIB 36.4

EBRD 8.5

CEDB 1.4

European Community 5.5

Kreditanstalt fuer Wiederaufbau 11.5

Societe Generale - Education IT 2.1

Other Governments 
(Austria, Hungary, Polland, France)

33.8

Main political parties: Democratic Party of Socialists, Social Democratic Party, Socialist 
People’s Party, Serb People’s Party 

History and population

Politics

President:
Filip Vujanovic, 
of DPS, 
re-elected 
in April, 2008

International Affairs

Montenegro applied for European Union 
membership in December 2008 after 
signing a Stabilisation and Association 
Agreement (SAA) in October 2007. NATO 
invited the country to join in April 2008. 
Montenegro joined NATO’s Partnership for 
Peace (PfP) pre-membership programme 
in December 2006.

Free regional agreements have been signed 
with Albania, Bosnia and Hercegovina, 
Croatia, Serbia, Macedonia, Moldova 
and Kosovo. A free trade agreement was 
signed with Russia in 2000. A preliminary 
declaration of cooperation was signed 
with EFTA in December 2000, pledging 
asymmetrical treatment of Serbian and 
Montenegrin products in the markets of 
the four member countries - Switzerland, 
Norway, Iceland, Liechtenstein.

Government Borrowing

43%

32%

5%

8%

4%

8%

74%

18%

4% 4%

 Orthodox Christians
 Muslims
 Catholic Christians
 Other

 Montenegrins
 Serbs
 Albanians
 Bosniacs
 Muslims
 Other

 European Montenegro
    coalition

 Socialist People’s Party

 New Serb Democracy 
 Movement for Change
 Other

Religion / Ethnic Map

650,575 Euro (EUR)* GMT +1

Montenegro is a parliamentary republic 
with a president as the head of state. 
It has a unicameral parliament, where 
the number of seats varies according to 
the number of eligible voters. The main 
political parties are the Democratic Party 
of Socialists and Social Democratic Party, 
which are part of the current government 

coalition, and opposition unionist Socialist 
People’s Party and Serb People’s Party. The 
incumbent head of state, Filip Vujanovic, 
was elected for a second five-year term of 
office on April 7, 2008.

*Montenegro uses the euro as its official currency even though the country is not part of the Eurozone
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Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)
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Current Account Deficit (% of GDP)
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9.7 8.6 31.0 44.2 22.9
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*Figures for 2005 are unavailable

Montenegrin National Asssembly



page 105

105SEE Country Profiles / Montenegro

SEE Country Profiles

Montenegro TOP 10 Companies

The sub-ranking of the largest companies 
in Montenegro was headed by state-
controlled power monopoly Elektroprivreda 
Crne Gore AD. The government has been 
trying to sell 18.3% of the company since 
2009. Montenegro, a country of some 
620,000 people, imports a third of the 
electricity it needs.

Crnogorski Telekom, owned by Hungary’s 
Magyar Telekom, ranked second with total 
revenue of 139.4 million euro. Its shares 
are traded on NEX Montenegro, one of the 
two stock exchanges in the tiny Adriatic 
state. Magyar Telekom, in turn, is majority-
owned by Germany’s Deutsche Telekom.

Montenegrin state-controlled wine 

producer Plantaze ranked third with 
revenue of 35.1 million euro in 2008. 

Jadransko Brodogradiliste, the largest ship 
repairing company of Montenegro, was 
fifth. The firm, set up in 1927, is located 
in the Adriatic town of Bijela.

The aggregate revenue of the ten companies 
was 633.41 million euro in 2008.

Here are the main political, economic 
and business events which happened 
in Montenegro in 2008 as reported by 
SeeNews, in chronological order:

JANUARY

 »Montenegro ranked a consortium 
of Channel Islands-registered C&S.I and 
Mercury Distribution as the best bidder for 
its entire 61.57% stake in its biggest ship 
repairer Jadransko Brodogradiliste Bijela. 
The top bidder had offered to pay 7.1 
million euro ($10.1 million) for the state-
owned stake and to invest a further 40 
million euro in the shipyard. The offer also 
includes 1.62 million euro of investments 
in environment protection.

 »Montenegro said Germany’s 

Westdeutsche Allgemeine Zeitung (WAZ) 
media group showed interest in the tender 
for the sale of 51% of the publisher of 
Montenegrin daily newspaper Pobjeda.

 »International rating agency Standard 
& Poor’s (S&P) affirmed Montenegro’s 
‘BB+’ long-term and ‘B’ short-term 
sovereign credit ratings on good fiscal 
performance and prudent economic growth. 
The outlook remained stable. A couple 
of days later the International Monetary 
Fund (IMF) called on Montenegro to 
prevent overheating of its economy with 
the inflation picking up, large wage 
increases weakening competitiveness and 
rapid credit growth overstretching banks’ 
risk assessment capabilities.

 »Prime Minister Zeljko Sturanovic 

resigned for health reasons after his doctors 
recommended he reduce his workload. 
Sturanovic, aged 48, announced in January 
2007 he has a lung tumour. 

FEBRUARY:

 »U.S.-based real estate services 
company Colliers International opened an 
office in Montenegro.

 »Montenegro invited investors to 
express interest in developing an upscale 
resort on a fifth of the country’s Adriatic 
island Ada Bojana.

 »Montenegro said it is seeking investors 
to develop and manage an exclusive resort 
on scenic Mount Durmitor.

 »President Filip Vujanovic gave ex-
prime minister Milo Djukanovic a mandate 

Montenegro in 2008 at a Glance
by Iskra Pavlova (SeeNews)

Montenegro TOP 10  (in millions of euro)

Country
Ranking

SEE 
TOP100 
Ranking

Company Name
Total Revenue 

2008
Total Revenue 

2007
Net Profit/Loss 

2008
Net Profit/Loss 

2007

1 165 Elektroprivreda Crne Gore AD 273.80 261.63 -17.61 -7.88

2 325 Crnogorski Telekom A.D. 139.41 153.14 10.47 40.43

3 382 Promonte GSM D.O.O. 94.20 95.14 39.60 42.37

4 434 13 jul - Plantaze AD 35.09 32.56 5.53 4.84

5 438 Jadransko brodogradiliste A.D. 27.40 27.07 1.40 0.441

6 442 Luka Bar A.D. 22.31 22.78 -3.53 0.110

7 449 HTP Budvanska Rivijera A.D. 14.09 15.35 0.383 0.456

8 452 Barska plovidba A.D. 11.17 10.35 0.037 0.239

9 455 Zetatrans A.D. 8.62 11.05 1.67 2.48

10 456 Zeljeznicka infrastruktura Crne Gore A.D. 7.32 4.20 -0.280 N/A
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to form a new government. 

MARCH:

 »The parliament agreed that 
Djukanovic head the Montenegrin 
government after Zeljko Sturanovic 
resigned as prime minister in January. 
Djukanovic proposed that the ministers 
in the cabinet of his predecessor keep their 
positions.

 »A tender for a 51% state stake 
in Montenegrin newspaper publishing 
company Pobjeda failed to attract bidders 
by the March 4 deadline.

 »International credit rating agency 
Moody’s assigned its first ever sovereign 
ratings to Montenegro. A Baa1 country 
ceiling for long-term foreign currency 
debt and a Ba2 issuer rating for the 
foreign currency debt obligations of 
the government of Montenegro were 
assigned. 

 »Montenegro Stock Exchange 
launched a one million euro takeover 
bid for the country’s other bourse, NEX 
Montenegro. The takeover bid aims to 
drown the initiative for unification of the 
Montenegrin capital market, NEX’s then 
CEO, Dragan Djukic said.

APRIL:

 »NATO decided to put Balkan 
neighbours Bosnia and Montenegro on 
track to membership after inviting Albania 
and Croatia to join the alliance.

 »Montenegro’s incumbent head of 
state Filip Vujanovic won a second term 
of office with 51.4% of the vote in the 
presidential elections.

 »S&P revised its outlook on 
Montenegro to negative from stable on the 
back of rising macroeconomic imbalances. 
It affirmed the ‘BB+’ long-term and ‘B’ 
short-term sovereign credit ratings, as well 
as the ‘AAA’ transfer and convertibility 
assessment. “The outlook revision reflects 
rising macroeconomic imbalances, with 
Montenegro recording a very high current 
account deficit of 44% of GDP in 2007,” 
S&P said.

 »Montenegro’s state-run power utility 
company Elektroprivreda Crne Gore, 
EPCG, launched a restructuring process, 
according to which it will be split into five 
new companies in charge of production, 
transmission, distribution, supply and 
construction works.

MAY:

 »Montenegro said nine international 

companies showed interest in developing 
an upscale resort on Montenegro’s Adriatic 
island of Ada Bojana.

 »Montenegro decided to delay its 
application for European Union candidate 
status until autumn. The country had 
initially planned to file its application by 
the end of June. Montenegro’s prospects 
of joining the EU were boosted in 
October 2007 when the country signed a 
Stabilisation and Association Agreement 
(SAA) with the EU. The Adriatic republic 
decided in a 2006 referendum to restore 
its independence and broke its loose union 
with Serbia that replaced rump Yugoslavia 
in 2001.

JUNE:

 »The takeover bid of Montenegro 
Stock Exchange for the country’s other 
bourse, NEX Montenegro, failed.

 »Montenegro opened a prequalification 
tender for the construction of a 2.0 billion 
euro motorway that will link the country 
with a major EU-defined transport 
corridor.

 »Montenegro’s budget surplus nearly 
doubled to 172.94 million euro in 2007, 
preliminary data from the Finance Ministry 
showed.

 »Magyar Telekom’s Montenegrin 
unit, Crnogorski Telekom, proposed to 
pay as dividend 22 million euro out of 
its 23.6 million euro net profit for 2007. 
It is the highest dividend a company in 
Montenegro has ever distributed.

 »A second attempt by the state to sell 
its majority stake in ship repairer Jadransko 
Brodogradiliste Bijela failed as the top 
ranked bidder in the tender, Channel 
Islands-registered C&S.I and Mercury 
Distribution, and the second-ranked 
bidder, a consortium of Russian repairer 
of mine sweepers Avangard Shipyard and 
Avangard Bank, withdrew from the sales 
talks.

 »Four international companies showed 
interest in the development of tourism 
company Velika Plaza where investments 
in the project can exceed one billion euro.

 »Serbian-based holding company 
Atlas Group bought for 25 million euro in 
cash and 120 million euro of investments 
Montenegrin military medical centre 
Meljine, near the coastal town of Herceg 
Novi.

JULY:

 »Fox TV, owned by Rupert 

Murdoch’s U.S. media conglomerate 
News Corporation, decided to quit its 
broadcasting rights in Montenegro on 
economic concerns.

 »Montenegro licensed its first 
privately held pension fund, Penzija 
Plus, managed by Atlas Penzija. The 
tiny Adriatic country of some 620,000 
people ran up to then a one-tier pension 
system, under which employees contribute 
their pension insurance payments to a 
government-managed fund. There are no 
private mandatory funds, or a second tier, 
in the country. Voluntary pension funds 
will constitute the third tier of the pension 
system.

AUGUST:

 »S&P categorised Montenegro’s 
banking industry in the second highest 
group in its Banking Industry Country 
Risk Assessment (BICRA). This category 
reflects Montenegro’s (BB+/Negative/B) 
high economic risk, very high credit risks 
exacerbated by dramatic loan growth of 
the past three years, it said. Montenegro’s 
eleven active banks are all privately held.

 »Nordic Stock Exchange, OMX, and 
Vienna Stock Exchange showed interest 
in acquiring stakes in New Securities 
Exchange (NEX) Montenegro, the 
Montenegrin bourse said.

SEPTEMBER:

 »The Zagreb Stock Exchange (ZSE) 
launched talks to acquire a stake in one 
of the two Montenegrin bourses, NEX 
Montenegro, a NEX shareholder said.

 »Montenegro, which relies heavily on 
electricity imports to satisfy its domestic 
needs, awarded eight design, build, 
operate and transfer (DBOT) concession 
contracts for small hydropower plants 
aiming to cut import costs over the long 
term, the government said. Montenegro 
imports over a third of it’s annual power 
consumption, which exceeds four billion 
kilowatt hours.

OCTOBER:

 »Six international companies qualified 
to take part in a tender for designing, 
financing, constructing, managing and 
maintaining a 2.0 billion euro motorway 
that will link the country with a major EU-
defined transport corridor. These are: Alpine 
Consortium (made of Austria’s Alpine Bau 
and PORR Solutions Immobilien und 
Infrastrukturprojekte and Croatia’s Osijek-
Koteks); Aktor Consortium (composed 
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of Aktor Concessions and Aktor, both 
from Greece); Bouygues Consortium 
(comprising France’s Bouygues Travaux 
Publics and DTP Terrassement and 
Hungary’s Intertoll-Europe Zrt); 
Konstruktor Consortium (made up of 
Croatia’s Konstruktor- inzenjering, Institut 
Gradevinarstva Hrvatske and Tehnika); 
Austria’s Strabag and Israel’s Housing & 
Construction Holding Co.

 »Montenegro hired Croatia’s 
UniCredit Markets & Investment Banking 
- Zagrebacka Banka to advise on the 
planned sale of a 22% stake in the country’s 
power utility EPCG. 

 »Montenegro’s government approved 
a set of measures to fully protect deposits 
in local banks, aiming to calm investors 
amid a deepening global financial crisis.

 »Montenegro invited bidders to design 
and construct four small hydropower 
plants with a total installed capacity of 
238 megawatts on the Moraca River.

 »The Montenegrin government 
adopted a 1.391 billion euro energy 
strategy until the end of 2012, which aims 
to boost the electricity output and develop 

the renewable energy potential of the 
imports-dependent country.

NOVEMBER:

 »S&P affirmed Montenegro’s ‘BB+’ 
long-term and ‘B’ short-term sovereign 
credit ratings on healthy budgetary policy 
and use of the euro as domestic currency 
but said the country’s outlook remained 
negative due to high external imbalances.

 »Montenegro launched its third 
attempt to sell its 61.57% stake in the 
country’s biggest ship repairer Jadransko 
Brodogradiliste Bijela.

DECEMBER:

 »Twenty international companies and 
consortia expressed interest in designing 
and building four small hydropower plants 
with a total installed capacity of 238 
megawatts on the Moraca River.

 »The Montenegrin government 
approved a 44 million euro three-month 
loan to help Prva Banka overcome a 
liquidity shortage. Businessman Aco 
Djukanovic, brother of Prime Minister 
Milo Djukanovic, is the largest shareholder 
in the bank, with a some 46% stake.

 »Montenegro applied for membership 
in the European Union, reaching a historical 
milestone, EU Enlargement Commissioner 
Olli Rehn said.

 »Moody’s changed the outlook on 
Montenegro’s Ba2 foreign currency bond 
rating to negative from stable. The global 
credit crunch has reduced liquidity in the 
banking system, the collapse of aluminum 
prices is threatening the viability of the 
country’s largest exporter, KAP, and the 
termination of the international property 
boom will lead to a sharp deceleration in 
foreign direct investment, it said. 

 »Montenegro extended by 45 days the 
bidding deadline in the tender for designing, 
financing, constructing, managing and 
maintaining a 2.0 billion euro motorway 
that will link the country with a major 
EU-defined transport corridor. The new 
deadline is set for March 2 as the global 
financial crisis has significantly influenced 
commercial banks’ readiness to provide 
co-financing of the motorway project and 
most of the pre-qualified bidders have 
expressed concern they will not be able to 
meet the initial January 15 deadline.

Interview: 
FDI in Montenegro Seen at 700 Mln Euro in 2009

The Montenegrin Investment Promotion Agency (MIPA) is a national investment agency set up by the Government of Montenegro in 
2005 to promote foreign investments in Montenegro and to facilitate the economic development of Montenegro. It promotes specific 
projects to foreign investors and has a publicity function in bringing such projects to the attention of the international public. MIPA 
advances Montenegro as a competitive investment destination by actively facilitating investment projects in the country.

Petar Ivanovic, CEO Montenegrin Investment 
Promotion Agency

by Nevena Krasteva (SeeNews)

Q: Which major foreign investors will set foot 
in Montenegro, or will expand their presence 
in the country in 2009 and 2010?

A: The most attractive industry at the 
moment in Montenegro is the energy 
sector. Italian company A2A already 
has already invested over 
120 million euro since the 
beginning of the year. It has 
also won the international 
tender for the privatisation 
of the local energy utility 
through a capital increase. 
That will bring an additional 
240 million euro of foreign 
direct investment (FDI). We 
expect large investment in 
the tourism sector through 
a long-term leasing (most 
likely companies like Hydra Property 
and Orasco will start their operations in 

SEE investment 
agencies should 

work much 
closer together 
to boost appeal 
of region as a 

whole

this year), as well as further expansion 
of the telecommunications industry led 
by Norway’s Telenor and Germany’s 

T-com. This sector is setting 
a strong foundation for the 
development of new services 
with strong multiplying 
effects. Finally, after the first 
phase of the large-scale Porto 
Montenegro marina project, 
expectations are that next 
phase will be completed 
fairly soon.

Q: Please compare the agency’s 
2009 plan with its 2008 
performance in terms of FDI 

inflow. What has been the impact of global 
crisis on FDI inflow in Montenegro so far?
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A: Based on the data from the first six 
months and expected FDI until the end 
of the year, 2009 will be even better 
than the previous year. That fact itself 
will make promotional activities a bit 
easier, as many foreign investors will start 
asking themselves what is happening in 
Montenegro and how come while most of 
the European economies are in the red, 
Montenegro is recording 
FDI growth for the fifth 
consecutive year. However, 
that does not mean that we 
do not feel the consequences 
of the global financial crisis. 
We are not an isolated 
island, but rather a small 
and dynamic economy that 
is improving its integration 
with the rest of the region and EU. If there 
was no global financial crisis, our results 
would be better. However, having in mind 
what was happening globally during the 
last ten months, our performance is terms 
of FDI inflow is excellent.

Q: Are foreign investors exiting their investment 
in Montenegro as a result of the crisis?

A: Not at all. Some of them are actually 
increasing their investments. One should 
have in mind that Montenegro is after all 
an small country of 700,000 people. That 
gives certain flexibility to in responding to 
many of the changes that are happening 
in the world. Additionally, the results 
we have achieved so far in attracting 
foreign investments are influencing the 
decisions of other potential investors, and 
that increases competition between the 
projects and investors.

Q: Please list the 3 biggest advantages of 
Montenegro as a place to invest in. What are 
the disadvantages that Montenegro has to cope 
with to attract even more FDI?

A: First off, there is the safety and stability. 
Over the past decade Montenegro has 
developed into a stable democratic country 
with a fast growing market economy 
based on euro as the local currency. 
Montenegro regained its independency in 
May 2006 through pecefull referenedum, 
fulfiling a request from the EU that over 
55% of the voters support independency. 
Secondly, our country is a regional hub. 
Montenegro is a southern European and a 
Mediterranean country. The Belgrade-Bar 
railway line and the local road network 
represent a compatible traffic system 
that enables efficient links to the Port of 

Bar and its catchment area. Due to its 
favorable position, the port is the right 
place for the siting of distribution centres 
for the whole region. This is followed up 
with state-of-the-art telecommunications 
sector and very talented, young and 
language-proficient labor force. Thirdly, 
there is the local treatment of foreign 
investors. They can operate in Montenegro 

either as a legal entity or as 
a natural person. And there 
are no repatriation of profit, 
dividends or interest rate.

Disadvantages are related 
to the size of the local 
market and administrative 
procedures at the level of 
local authorities.

Q: Please list the three sectors 
of Montenegro’s economy that attracted the 
lion’s share of FDI inflow in the last 3 years. 
Will this ranking change in the next 3 years? 
Why?

A: Actually, the ranking is 
constantly changing as the 
country is moving from one 
stage of the transition to 
another. A few years ago the 
banking industry attracted the 
largest part of FDI, which was 
normal as the state moved to 
complete privatisation of this 
sector. Then telecommunications became 
attractive as the government decided 
to completely privatise this sector. As 
a result, Montenegro has three GSM 
operators, 12 Internet service providers 
and a growing number of firms that 
are providing services based on a 3G 
network. As a result of the real estate 
boom, the construction sector was 
growing significantly in 2007 and 2008. 
This year’s highlight is the energy sector, 
but services are catching up. Personally, I 
have no preferences to any specific sector. 
I believe that investors know much better 
which sectors are attractive and we have 
to find a way to work together and within 
the existing economic, legal and social 
system of Montenegro to provide the best 
framework for their business.

Q: Which are Montenegro’s immediate 
competitors in attracting FDI - in the region, 
and elsewhere in the world?

A: In today’s world there is a global 
competition. Therefore, we are competing 
not only with our neighbours, but with 
the whole world. Therefore I believe that 

regional investment promotion agencies 
have to work much closer together in 
other to make the whole region more 
attractive. Large corporations will not 
come only to one country in our region, 
but will try to do the business all around 
it.

Q: What is the Montenegrin government 
doing to make the country an even more 
investor-friendly destination (corporate 
legislation, taxation, possibilities for capital 
repatriation)?

A: Montenegro is gradually going 
towards a single-digit taxation rate, 
but more important, we have a flat tax 
system. Currently, corporate tax is 9.0%, 
while personal income tax is 12% until 
the end of the year and according to the 
adopted law will be reduced to 9.0% as 
well. Value Added Tax is 7.0% and 17%. 
There is no restriction on usage of profit, 
dividend and interest rate of any kind 

and country is very open 
for international business. 
The government is 
trying to further increase 
economic freedoms and 
to impose legislation in 
line with EU law.

Q: Could you give us figures 
about the FDI in Montenegro 
over the last several years 

and what are your expectations for the near 
future?

A: Foreign direct investment in 2008 
reached 685 million euro, 1.5% higher 
in comparison to 2007. Detailed figures 
are shown at the graph below. We expect 
to reach over 700 million euro of FDI in 
2009 and close to 5 billion until 2012. 
Foundations for such optimistic views 
are based on upcoming infrastructural 
projects (development of highways and 
reconstruction of port) as well as greenfield 
projects in tourism and hospitality. While 
posting growth in FDI, Montenegro is 
also recording an increase in the number 
of registered foreign companies as well.

Montenegro’s 
most attractive 

sector at the 
moment is 

energy

Infrastructure 
and tourism to 
provide mid-
term boost to 

FDI influx
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Albania
Official name: Republic of Albania; Territory: 28,748 sq km; Capital: Tirana 
Official language: Albanian; Political system: Parliamentary republic

Located at the southeastern end of the 
Adriatic Sea, Albania is featuring a 
predominantly mountainous landscape. 
Its coastline is 362 kilometers long 
and extends along the Adriatic and 
Ionian Seas. The country is the direct 
descendent of ancient Illyria which, after 
its final conquest by the Romans in 167 
BC, supplied Rome’s famous Praetorian 
Guard and even some of its emperors. In 
1912 Albania proclaimed independence 
after five hundred years under Ottoman 
domination. Between the two World 
Wars the country was a kingdom until the 
Socialist People’s Republic of Albania was 
established in 1946. During the Cold War 
the authoritarian regime in the country had 
close relations first with the USSR, then 
with China. Some 70% of the population 
is Muslim, and the remainder is Orthodox 
Christian (20%), and Roman Catholic 
(10%). A total of 95% of the population is 
Albanian, some 3.0% is of Greek origin.

Main political parties: Democratic Party (PD), Socialist Party (PS), Socialist Integration 
Movement (LSI), Christian Democratic Party (PDK) 3.17 mln Lek (ALL) GMT +1

History and Population

Politics

Albania was dominated for more 
than 40 years by Communist leader 
Enver Hoxha, who died in 1985. The 
new regime introduced some partial 
liberalization including efforts to improve 
its international relations. Six years later, 
in 1991, the Communist regime collapsed 
after a general strike and the country 
held its first multiparty general election. 

President:
Bamir Topi, 
of the PD, 
elected 
in July 2007

International Affairs

Since 1991 the political life in the country 
has been dominated by the Democratic 
Party of Albania and the Socialist (post-
Communist) Socialist Party of Albania. 
In the latest parliamentary elections held 
in June 2009 a Democrat-led 16-party 
coalition headed by Prime Minister Sali 
Berisha won 47% of the vote.

Government Borrowing
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Albanian National Assembly
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After decades of restricted international 
relations (USSR, China), Albania opened 
to the world in the 90s.

The country started the process of accession 
to the EU in 2003 and formally applied to 
join the EU in April 2009. Albania became 
a NATO member on April 1, 2009. It 
was among the eleven countries, which 
in 1992 founded the Black Sea Economic 
Cooperation (BSEC) organisation. Albania 
is a member of the United Nations, NATO, 
the Organisation for Security and Co-
operation in Europe, Council of Europe, 
World Trade Organisation, Organisation 
of the Islamic Conference and one of the 

founding members of the Union for the 
Mediterranean.

Albania is paying Euribor plus 9.65% for a 
250-million euro loan from foreign banks, 
aiming to avoid turning for aid to the IMF 
at a politically sensitive time. The deal 
on syndicating the 250 million euro loan 
from Deutsche Bank and Greece’s Alpha 
Bank was signed in May. The financing 
allows Albania to continue implementing 
ambitious public projects without having 
to ask for cheaper loans from the IMF, 
which has disagreed with the government 
over the raising of pensions and wages at 
a time when tax and customs revenues are 
dwindling.
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Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (% of GDP)

2004 2005 2006 2007 2008

n/a n/a 3.29 3.44 5.20

Current Account Deficit (% of GDP)

2004 2005 2006 2007 2008

n/a n/a 7.3 11.0 14.9

 Inflation  GDP growth
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Albania, isolated for 45 years while 
it pursued its own maverick form of 
communism, continues to be out of step 
with its neighbours – this time being one 
of the few countries in the region and in 
Europe to have enjoyed robust economic 
growth in 2008. 

While developed economies bent under 
the weight of the global financial crisis, 
the small Western Balkan country seemed 
to be standing out again. The nation of 
3.2 million people continues to attract 
foreign investors to different sectors 
– infrastructure, energy, construction 
materials, insurance and banking - boosting 
the standard of living by giving Albanians 
a variety of well paid job opportunities. 

Last year Albania privatised almost 
all of the remainder of its communist 
command economy. The government 
also made progress in its plan to exploit 
the mountainous nation’s plentiful hydro 
resources and to solve once and for all a 
perennial energy shortage. Albania was 
invited to join the North Atlantic Treaty 
Organisation (NATO) and officially 
applied for membership of the European 
Union. 

In 2008 Albania made substantial progress 
on its way to starting to catch up with 
developed economies.

Here are some of the main political and 
economic events in Albania during the 
year.

ECONOMY 

Macroeconomic indicators:
Albania had economic growth of a real 
7.2% and average annual inflation of 3.4% 
in 2008. A year earlier, the economy grew 
by a real 6.0%, up from the 5.0% in 2006. 
The current account gap was equivalent 
to 14.9% of GDP, reaching 1.3 billion 
euro. Albania ended 2008 with a budget 
deficit of 60.19 billion leks, This was the 
third year in a row with a supplementary 
budget.

In 2009 Albania expects the economy to 
grow by a real 6.3%. The current account 
gap is seen narrowing to 8.3% of GDP, 
and inflation is again seen at an average 

annual level of 3.0%. The budget deficit in 
2009 is forecast to be equivalent to 4.2% 
of GDP.

Privatisation
After almost four years of attempts to 
sell oil refiner and distributor ARMO, 
Albania chose in June 2008 a U.S.- Swiss 
consortium as new owner of the company. 
The consortium, made up of U.S.-based 
Refinery Associates of Texas and Swiss-
based companies Anika Enterprises and 
Mercuria Energy Group, paid 129 million 
euro for an 85% stake and will invest $240 
million in ARMO in the next five years.

Just weeks before year’s end, Albania sold 
its 61% stake in insurer INSIG to American 
Reserve Life Insurance for 25 million euro. 
American Reserve Life Insurance offered 
41 million euro for 100% of INSIG, with 
the remaining stakes held since 2004 by 
International Finance Corporation and the 
European Bank for Reconstruction and 
Development.

After bidding by Italy’s Enel and Austria’s 
EVN and Energy Steiermark, Czech power 
utility group CEZ was announced winning 
bidder for a 76% stake in Albanian power 
distributor OSSH. CEZ paid 102 million 
euro for the stake and will invest 323 
million euro in OSSH, as well as paying 
its outstanding debts, more than the paid 
price for the stake - 15.6 billion leks ($178 
million/126.8 million euro).

Other of Communist-era assets remaining 
for privatisation are the transmission 
arm of power utility KESH, oil explorer, 
developer and producer Albpetrol and 
motor fuel dealer Petrolimpex, which is a 
very small company.

Developments in 2008 in the 
energy sector:

Undoubtedly the biggest news in 2008 in 
the energy sector was the more than two 
billion euro deal signed in December with 
Italy. This concerns the construction of a 
liquefied natural gas regasification plant 
near the town of Fier, worth 1.0 billion 
euro; and the construction of a wind farm 
near the town of Vlore and a power line 
linking Vlore with Italy, worth 1.15 billion 

euro. 

Austrian power utility EVN, jointly with 
Norway’s Statkraft will build three power 
plants worth 950 million euro. The plants 
will have an installed capacity of 340 MW 
and will produce 1,000 GWh per year, 
which represents some 20% of the current 
country production. Austria’s Verbund 
will develop a 48 MW hydropower plant 
at Ashta, an investment worth 160 million 
euro.

Altogether, in 2008 Albania approved 
the construction of 27 small hydropower 
plants with a combined installed capacity 
of 125 MW. 

Albania has 1,670 MW total installed 
capacity in hydropower plants, with the 
main ones on the Drin river, where the 
capacity is 1,446 MW. 

However, to feed a country’s power needs 
only with hydro energy is too risky taking 
into account climate change and the 
subsequent shorter winters, with less snow 
in the Balkans in the last few years. So 
Albania is also trying to develop thermal 
plants to break off its dependence on hydro. 
Prime Minister Sali Berisha also raised the 
idea of a nuclear power plant, probably to 
be constructed with Italian money.

In 2009 Italian Maire Engineering will 
complete Albania’s second thermal power 
plant, an investment worth 92 million 
euro, which will add other 97 MW to the 
existing power capacity in the country. 
Albania’s sole thermal power plant is at 
Fier with an installed capacity of 159 MW, 
but since communism it has not worked at 
full capacity.In 2009, Albania is to choose 
the builder of a coal-fired power plant with 
an average 1,000 MW installed capacity 
between Italy’s Enel and consortium of 
Greece’s PPC and Germany’s RWE.

Only the Italian Maire Engineering’s plant 
will be put into operation in 2009 and will 
contribute its daily production only during 
the second half of the year. But the weather 
forecast for the 2008-2009 does not look 
positive – little snow and rainfall – which 
could mean a repeat of the 2006/2007 
winter, when Albania suffered one of its 
worst energy crises, with blackouts of up 

Albania in 2008 at a Glance
by Plamena Stoyanova (SeeNews)
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to 20 hours a day. The country will have 
to resolve such problems by increasing 
power imports, taking into account that 
it still has no high voltage 400 kV links 
with Montenegro, Kosovo or Bulgaria, so 
the main route to cover the demand is only 
through Greece.

Foreign Investment Other 
than in Power Generation

The development of Albania’s mineral 
resources has attracted the attention 
of many big players. Greek building 
materials manufacturer Titan, through its 
Albanian subsidiary, started in 2008 the 
construction of a 170 million euro cement 
plant in Albania – currently the biggest 
greenfield investment in the coutry. The 
cement production sector has attracted 
also the attention of Italy’s biggest cement 
maker Colacem, which will build a 160 
million euro plant.

The development of oil fields in Albania is 
the second biggest area catching investors’ 
attention. Swiss-based Manas Petroleum 
said it will invest at least $25 million in oil 
and gas research in its two onshore oilfields 
in Albania. The fields’ structure has the 
potential to hold a total of more than 1.4 
billion barrels of light oil and 15 trillion 
cubic feet of natural gas. Two Canadian-
based companies are also active in drilling 
in Albania: Tirex Resources and Bankers 
Petroleum. The first company holds a 90% 
stake in Albania’s probably biggest mineral 
field. Bankers Petroleum started this year 
its investment programme in Albania, 
under which in the next three years it will 
invest $370 million. Since 2004 Bankers 
Petroleum has drilled Albania’s Patos 
Marinze and Driza onshore oilfields, and 
since 2008 it started to drill the Kucova 
heavy oilfield.

The road linking Albania’s 
Adriatic port of Durres with 
the border with Kosovo

The cost of the Durres-Morine motorway 
has become a point of controversy between 
the centre-right coalition cabinet of 
Berisha and the Socialist opposition, which 
says the project would increase Albania’s 
indebtedness. The IMF has repeatedly said 
that rising indebtedness can jeopardise 
the financial stability of the impoverished 
country.

The entire motorway will cost Tirana 
over 1.2 billion euro almost twice what 
the government had initially planned, 

local media reported. The Durres-
Morine motorway project envisages the 
construction of 111 kilometres of new 
roads and the repair of 59 kilometres of 
existing roads. Lulzim Basha, who started 
in the previous cabinet as transport 
minister but later was appointed foreign 
affairs minister, has been accused of abuse 
of office, breaking the rules for public 
tenders regarding this road. 

POLITICAL EVENTS

The North Atlantic Treaty Organisation 
(NATO) invited Albania to join the 
Alliance on April 3.

Government reshuffles 
During the year Prime Minister Berisha 
three times carried out government 
reshuffles, changing his deputy minister, 
defence, education, justice, labour and 
health ministers. An army store for obsolete 
munitions at Gerdec blew up in a chain 
of massive blasts on March 15, killing at 
least 26, wounding 300 and leaving 300 
families without homes, causing cabinet 
changes.

Since 2005, when Sali Berisha took 
over governing from the Socialist Prime 
Minister Fatos Nano, Berisha changed 
his cabinet eight times. Berisha kept only 
the Finance Minister – Ridvan Bode, the 
Economic, Trade and Energy Minister – 
Genc Ruli, the Environment Minister – 
Lufter Xhuveli and the Agriculture and 
Food Minister Jenim Gjana unchanged.

The biggest political scandal 
of the year 

Kosta Trebicka, the main figure in the 
Albanian arms industry, was found dead 
in September just a month before he was 
due to testify in the investigation of the 

Gerdec explosions, in which Trebicka had 
implicated some top officials. Trebicka, 
through his firm Xhoi, was involved in 
repackaging of Chinese ammunition, sold 
by Albania to AEY Inc, a U.S. company 
contracted by the Pentagon to supply 
the army in Afghanistan. Trebicka was 
removed from this deal by the defence 
minister, after which he decided to testify. 

Electoral code
Albania’s parliament approved a set of 
constitutional amendments simplifying 
the rules for holding presidential and 
parliamentary elections, with the aim to 
holding a free and fair vote. Under these, 
the general elections in Albania will be 
held under a regional proportional system. 
Under the Dushku system, applied after 
the fall of communism, the bigger parties’ 
candidates have been elected directly, 
while candidates from the smaller parties, 
altogether 40 seats, have been elected 
according to proportional representation. 
The allies of the party that wins most 
of the votes in the direct representation 
get most of the votes in the proportional 
representation. The law also became a big 
political issue. Ten opposition politicians 
had staged an eight-day hunger strike to 
oppose the law saying that the regional 
system of proportional representation 
would close the door of parliament to all 
small parties. However the new electoral 
code was not signed by President Bamir 
Topi. In 2008, he said he could not appoint 
a date for the general election without 
breaking the constitution. So, in the 
middle of December the assembly restored 
the special electoral reform commission to 
re-examine the electoral law.
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Kosovo
Official name: Republic of Kosovo; Territory: 10,887 sq km; Capital: Pristina 
Official language: Albanian, Serbian and English 
Political system: Parliamentary republic

On February 17, 2008, after almost 
nine years under the United Nations 
administration, the southern Serbian 
province of Kosovo declared its 
independence from Belgrade, putting 
conclusively the end to former Yugoslavia.

The new state has been recognised by over 
60 countries so far, including the U.S. and 
most European Union member states, and 
has become member of the International 
Monetary Fund and the World Bank. 
Serbia, backed by its long-term ally Russia, 
has said it would never recognise Kosovo’s 
independence. 

The bone of contention between the ethnic 
Albanians, who form nearly 90% of the 
Kosovo population and call themselves 
Kosovars, and the Serbs is the Kosovo 
territory, where invading Ottoman troops 
defeated Serb forces in 1389, ushering in 
500 years of Ottoman rule. Serbs consider 
the Kosovo territory a hallowed ground 
and the birthplace of their identity. Kosovo 
has also become a symbol to Serbia as the 
beacon of Orthodox Christianity. 

Kosovo’s capital and largest city is Pristina. 
Besides ethnic Albanians, Kosovo’s 
population of around two million people 
comprises smaller communities of Serbs, 
Turks, Bosniaks and other groups. 

Kosovo is currently supported by the 
largest civilian mission ever launched under 
the European security and defence policy, 
the European Union Rule of Law Mission 
in Kosovo (EULEX), the U.N. Mission in 
Kosovo (UNMIK), and a 17,000-strong 
NATO-led force, KFOR.

Main political parties: Democratic Party of Kosovo (PDK), The Democratic League 
of Kosovo (LDK), Alliance for the Future of Kosovo (AAK)

2.153 mln Euro (EUR) GMT +1

History and Population Politics

President:
Fatmir Sejdiu, 
affiliated 
to LDK, 
reelected 
in January 2008

Kosovo’s parliament has 120 seats. Out of 
them, 100 are allocated to Kosovars, 10 – 
to Kosovo Serbs and 10 – to other ethnic 
groups.

The Democratic Party of Kosovo (PDK) 
headed by former ethnic Albanian guerrilla 
commander Hashim Thaci won 35 seats 
in the November 2007 general election, 
followed by Democratic League of Kosovo 
(LDK). PDK formed coalition government 
with three other parties.
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Kosovo has shown significant progress in 
moving to market economy and maintaining 
macroeconomic stability over the past few 
years, but its economic development still 
depends to a large extent on international 
donor aid, estimated to account for some 15% 
of GDP, and remittances from the diaspora, 
estimated at another 15% of GDP.
Kosovo possesses the world’s fifth-largest 
proven lignite reserves, estimated at 14.7 billion 
metric tones. Mining of zinc, lead, silver, gold, 
chrome, cadmium and bismuth is concentrated 

at the Trepça mines, in the north.
Kosovo is developing major projects for 
increasing lignite output and building a 
new coal-fired power plant, taking into 
consideration the high demand for electricity 
in the region.
The lead and zinc reserves of Kosovo are 
estimated at some 48 million tonnes, and 
nickel reserves at 16 million tonnes. Chrome 
reserves amount to 89 million tonnes and 
bauxite reserves to 13.2 million tonnes. 
With some 60% of the population living in 
rural areas, Kosovo agriculture contributes 
19% to the GDP and is the main source of 
income for the majority of the population. 
It accounts for 16% of the value of Kosovo 
exports.
Kosovo remains one of the poorest countries 
in Europe with an estimated GDP per capita 
of some 1,700 euro in 2008 and with the 
highest unemployment rate of 30-50 percent, 
according to various estimates.
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Economics

Main Economic Indicators

Foreign Direct Investment (mln euro)

Budget Balance (mln euro)

2004 2005 2006 2007 2008

-134.6 -57.7 76.5 241.8 -8.1

Current Account Deficit (mln euro)

2004 2005 2006 2007 2008

201.0 300.8 329.8 428.4 743.8

 Inflation  GDP growth

Figures for 2004 are unavailable
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Interview:
Kosovo Needs Strong Judiciary To Attract Foreign Investors 

Dastid Pallaska, Attorney at Law and Senior 
Consultant at Pallaska & Associates 

ample opportunities to access prominent 
universities in the U.S. and Europe and 
has acquired important professional skills 
while working for major international 
organizations in Kosovo,” he added.

According to Pallaska, one of the few 
positive collateral effects of the large-scale 
international presence in Kosovo during 
the past 10 years is the creation of a cadre 
of young professionals and business people 
that have been exposed to an international 
working and business culture. This, in 
addition to the recent halving of corporate 
tax to 10%, makes Kosovo an attractive 
place for hosting the regional headquarters 
of major international companies operating 
in SEE. 

In December, the EU deployed in Kosovo 
a civilian rule of law mission, EULEX, 
which includes a 2,200-strong force of 
international judges and prosecutors, 
as well as police and customs officers. 
Its primary task is to assist and support 
Kosovo’s law and justice institutions in 

developing their capacities. 

Kosovo, where 90% of 
the population is ethnic 
Albanian, declared its 
independence from Serbia 
on February 17, 2008, after 
being for almost nine years in 
an international protectorate, 
administered by the United 
Nations. Serbia, backed by 
its historical ally Russia, says 

it will never recognize its 
former southern province as 
an independent state. So far 
Kosovo has been recognized 
by 62 states worldwide.

A government initiative to 
privatise Kosovo’s strategic 
assets ensued the declaration 
of independence. The 
government is seeking a 
concessionaire for Kosovo’s 
sole international airport, 
located just outside of the 
capital Pristina. Pallaska 
noted that “judging by the current pace of 
this process, the 20-year concession on the 
Pristina International Airport (PIA) will 

likely be awarded by the end of 2009.”

The Kosovo government, which is 
expected to invite investors to express 
interest in the concession by the end of 
September, believes that the airport has a 
regional capacity, which is why it will limit 
the applicant pool to airport operators that 
have no substantial interest in airports 
located in a 200-kilometre radius around 
Pristina. 

Pallaska also said the PIA concession and 
the impending privatisation of the publicly-
owned Post and Telecom of Kosova (PTK) 
and the electricity distribution network of 
power utility KEK will have a tremendous 
impact on the country’s economic growth. 
In spite of the surprising cancellation of 
the tender for transactional services for the 
privatisation of PTK, Pallaska believes that 
this privatisation will go ahead and will be 
concluded in the next two years. 

Kosovo is also working on expanding the 
road linking the airport with the capital 
Pristina. This section is part of the existing 
two-lane road linking Kosovo with 
Montenegro, which the government in 
Pristina hopes to transform into a motorway 
by the end of 2010. Furthermore, the 
cabinet is seeking transactional advisors for 
the construction of the Morine-Merdare 
motorway linking Albania with Serbia.

Poor transport infrastructure is one of 
the obstacles Kosovo has to overcome in 
order to become a viable option for foreign 
investors. Most of the roads were destroyed 

in the 1999 war and, while 
Kosovo has already rebuilt 
most of them, no new 
motorways have been built so 
far. In this respect, Pallaska 
said that without a modern 
transport infrastructure, 
Kosovo cannot utilize its 
strategic market position of 
being located in the centre of 
the Balkans.

Notwithstanding the above, 
the construction of a 2,000 
megawatt (MW) coal-fired 

power plant, a project worth some 3.5 
billion euro ($4.99 billion), remains the 
top priority for the Kosovo government. 

by Iva Doneva (SeeNews)

Kosovo needs to enhance the rule of law 
in order to attract foreign investments 
that are essential in ensuring a sustainable 
economic growth for the newly independent 
state, Dastid Pallaska from the Pristina-
based Pallaska & Associates law firm told 
SeeNews.

“The key to making Kosovo a success story 
is an effective judiciary, which is presently 
underperforming due to 
a decade of institutional 
neglect,” Pallaska said. 

Major steps in this direction 
have already been made, he 
said, giving as an example 
the ongoing screening of all 
judges and prosecutors in 
Kosovo seeking appointment 
or re-appointment. 
The process requires all 
applicants for these positions to undergo 
an unprecedented vetting process that 
includes full financial disclosure, a 
comprehensive professional assessment 
and a background check.

“The imperative for Kosovo is to become 
not just an internationally recognised state 
but a functional democracy with strong 
rule of law institutions that can guarantee 
foreign investments. Therefore, building 
an independent and energetic judiciary is 
essential if Kosovo wants to avoid the risk 
of becoming, or being perceived as, a failed 
state,” Pallaska said.

“In order to achieve this objective Kosovo 
must utilise its most precious resource, 
its young and vibrant population, which 
in the past ten years has benefited from 

Key lies 
in tapping 

potential of 
Kosovo’s young 

and vibrant 
population

Upcoming 
airport 

concession, 
utility 

privatisation 
deals to spur 

economic 
growth
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A consortium of Czech CEZ and U.S. 
AES Corp, as well as a tie-in comprising 
Greece’s Public Power Corporation (PPC), 
U.S.-based ContourGlobal and Italy’s 
Enel are the only two bidders 
remaining in the race for 
this project after the recent 
withdrawal of Germany’s 
RWE and a consortium of 
EnBW and U.S.-based WGI.

Kosovo possesses the world’s 
fifth-largest proven coal 
reserves, estimated at 12 
billion tonnes, but suffers a lack of funds 
for extraction and prospecting. Kosovo’s 
two open-pit mines Mirash/Bardh are 
nearing depletion, which means that the 
new Sibovc mine will have to fully meet 
domestic lignite demand from 2012 
onwards. The two Mirash/Bardh mines are 
expected to become repositories for coal 
ashes from Kosovo’s power plants. 

This project is of immense importance 

because by 2015 Kosovo will be left only 
with its 700 MW Kosova B power plant, 
while the 800-MW Kosova A plant, built 
in 1960s, will be decommissioned for failing 

to meet environmental 
protection standards. 

Besides these major projects 
a number of public utility 
companies can also be 
attractive for foreign 
investors if the appropriate 
Public-Private-Partnership 
scheme is put in place, 

Pallaska said.

Pallaska & Associates (www.pallaska-
associates.com) is Kosovo’s leading law 
firm specialising in commercial law, 
intellectual property law and regulatory 
public law. Its client base includes 
prominent international companies that 
operate in Kosovo and the region, as well 
as top international law firms representing 
the interests of their clients in Kosovo.

Poor road 
infrastructure 
still a major 
deterrent for 

investors
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Interview: Montenegrin Wine Maker Plantaze Hopes 
To Match Last Year’s Profit in 2009

Montenegrin state-controlled wine 
producer Plantaze hopes to match last 
year’s performance in 2009 despite 
liquidity shortages that have already 
started to affect the company’s finances, 
its financial director said.

“We always plan growth of 5.0% to 7.0%, 
both in revenue and profit, but in the 
current situation we will be really pleased 
if we end 2009 at last year’s 
level,” Valerija Saveljic told 
SeeNews in an interview in 
Serbia’s capital Belgrade.

Plantaze’s net profit increased 
by 14% to 5.53 million euro 
($7.78 million) in 2008, 
while its total revenue rose by 7.7% to 35 
million euro.

“So far this year we have planted 150 
hectares, which means we now have 
around 2,310 hectares of vines. But not all 
of them have reached grape-bearing age,” 
Saveljic said.

Saveljic also said the global downturn 
has not hurt the demand for Plantaze’s 
beverages.

“The crisis comes from the West and 
from the biggest [firms]. It damages the 
liquidity, while demand for our products 
continues to rise,” she said, adding that 
liquidity problems affect the extent to 
which clients manage to meet payment 
deadlines. In order to help its clients, the 
company introduced several measures, 
including extension of payment deadlines 
and installment agreements.

Plantaze invested 6.2 million euro last year 
versus 7.2 million in 2007.

“Total investment for this year is planned 
at 8.1 million euro but we reckon we will 
implement some 6.0 million of it because 
of the liquidity problems,” Saveljic said.

A big part of Plantaze’s 2009 investment 
went into the newly planted 150 hectares. 
Some 2.5 million euro will go for new wine 
vessels and processing capacities.

The company was founded in 1963. It 

produces and distributes wine, table 
grapes, grape brandies and peaches. The 
firm is also active in fish farming, catering 
and retail trade. It exports to more than 
25 countries, including Russia, China, 
Australia, countries from North America 
and Southeastern Europe.

Plantaze produced 27,000 tonnes of grapes 
and 1,200 tonnes of peaches in 2008. Its 

wine cellars have the capacity 
to store 30 million litres.

The company also has a 
6.000 square metre fish 
pond at the Mareza river. It 
produces and sells around 
100 tonnes of Californian 

trout annually and also breeds fish for the 
stocking of rivers and lakes. 

Plantaze’s wine brands of 
Vranac, Vranac Reserve, 
Vranac Barrique and 
Chardonnay Barrique have 
been awarded numerous 
gold medals at international 
fairs in Montenegro, Bosnia 
and Serbia. Its wines and 

grape brandies are among the top brands 
at home and in neighbouring Serbia and 
Bosnia.

“In Croatia we still have room to expand,” 
Saveljic said, adding that the Russian 
market is currently the most interesting 
one for the Adriatic wine producer. “We 
have an office representative there and also 
work with local companies,” she said.

State-run funds own 52.25% of Plantaze. 
Its stock closed down 6.69% at 0.44 
euro on the Montenegro Stock Exchange 
on Thursday, after gaining 7.56% a day 
earlier.

The company was included in the 
Montenegrin government’s privatisation 
plans several years in a row but it has never 
been put up for sale.

“This year Plantaze is not 
in the privatisation plans, 
probably because we operate 
very well and are a renowned 
Montenegrin brand,” Saveljic 
said. “It is in the interest of the 
government and the country 
if we stay in state hands.”

2009 investment 
seen at 

6.0 million euro

150 hectares of 
newly-planted 
vineyards in 

2009

by Iskra Pavlova (SeeNews)
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Interview: Romanian Furniture Maker Mobexpert 
Plans Expansion Despite Crisis

Q: How would you describe Romania’s furniture 
market at the moment? To what extent has it 
been affected by the global economic crisis?

A: The effects of the global financial crisis 
can be noticed in the furniture segment. 
Putting a brake on lending had direct 
impact on the real estate market and 
implicitly, on the furniture market. The fall 
in the purchasing power led to a change 
in customers’ behaviour regarding the 
acquisition of durable goods, including 
furniture. People can not take out credits 
to buy a house and hence they put off 
acquiring furniture. Those who are still 
buying are much more cautious, looking 
for a better price-to-quality ratio.

On the one hand, the financial crisis is 
very complex, and on the other it is a new 
phenomenon to Romania. With regard to 
furniture retail, the impact of the financial 
crisis is visible, most of the retailers have 
reported a drop in sales in the first quarter 
but we can estimate that the impact of 
the crisis has not reached its peak yet. In 
an optimistic estimate, we will be able to 
talk about stabilisation of the economy no 
earlier than 2011 or 2012.

Q: How have Mobexpert sales been changing 
in recent months in each of the countries where 
the company is present? What is your end-year 
forecast?

by Tsvetelina Gavrilova (SeeNews)

Mobexpert Group (www.mobexpert.ro) was set up in 1993 and now employs some 3,000. It comprises eight furniture factories, six import 
and three service divisions. Mobexpert has 34 stores in Romania, including 8 hypermarkets. The company opened its first hypermarket 
abroad in the Bulgarian capital Sofia in 2007. It also has an office furniture store in Sofia and another one in Serbia’s capital Belgrade.

Dan Sucu, President Mobexpert Group

A: In the first three months of 2009, 
market situation led to a decrease of some 
5.0% in the sales in lei, compared to the 
same period of last year. In euro, the 
accentuated depreciation of the national 
currency determined a fall in sales of more 
than 20%. In the segments of 
home furniture and decorative 
products sales fell by 3.0%, 
while in office furniture 
segment the decrease was 
about 10%. The figures 
include sales at all stores and 
hyper-stores of the group in 
the region. 

The economic conditions have 
created a general pessimism on the market 
that is not favourable for the furniture 
industry, which is usually associated with 
hope for a better future. Therefore, we 
cannot set annual targets for 2009, at 
the moment we are setting only quarterly 
targets. Company estimates for the second 
quarter of 2009 point at a sales decrease of 
between 8%-10%, having in mind that no 
improvement of the economic environment 
is expected in the shorter term, neither a 
decrease in lending costs that could lead to 
a recovery in consumption.

Q: What turnover did Mobexpert record in 
2008? How did it change, 
compared to 2007?

A: Mobexpert Group’s 
turnover remained 
almost flat at 169 million 
euro last year, compared 
to 168 million euro in 
2007. The figure includes 
all of the group’s units 
- 10 retail companies, 
eight production units, 
six import companies 
and three logistics units. 
The company started 
to feel the impact of the 

crisis in the last quarter of 2008. The office 
furniture segment was especially affected as 
big projects for office buildings were put off 
or even cancelled. 

Q: Do you have plans for reorganisations in 
order to combat the adverse effects 
of the crisis?

A: Mobexpert has no plans 
to close down hyper-stores 
or factories. On the contrary, 
the company will continue 
to invest in expanding 
its hyper-store chain in 
Romania. For this year we 
plan 3 new hyper-stores in 
which we will invest some 

6.0 million euro ($8.4 million). The pace 
of openings will depend on the finalisation 
of the commercial centres where they will 
be integrated. 

Mobexpert’s strategy in the context of the 
economic crisis is focused on keeping the 
current level of prices in lei. In order to 
do that, in January the company started 
building a new logistics centre of 24,000 
square metres in Bucharest. The 10 million 
euro investment in the centre will optimise 
the acquisition and delivery processes, 
which will help keep the products’ selling 
prices unchanged.

Income squeeze 
changes 

consumers’ 
attitude to 

spending on 
durable goods
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Interview: Bosnian Hygiene Products Maker Violeta To 
Raise Productivity, Cut Costs To Remain Profitable in 2009

Bosnia’s leading maker of personal and 
household care products, Violeta, plans 
to increase productivity, invest in new 
technologies and cut costs to maintain its 
profitability this year, a senior company 
executive said.

“Hard work, beefed-up production 
capacity, investment in new technologies, 
original ideas, and lower costs are our 
trump cards in times of crisis,” the 
president of the Violeta managing board, 
Petar Corluka, told SeeNews in a written 
interview.

“We can not say the financial crisis has 
skipped us over. It has affected everyone 
in one way or another and 
its repercussions are global,” 
Corluka said.

He added that the company 
has seen modest profit and 
revenue growth so far this 
year compared to 2008 and 
will try to maintain this trend 
but did not elaborate.

Violeta posted a profit last year but no 
figure was immediately available for its 
2008 earnings.

The company, based in the central 
town of Grude, has been developing a 
project for the production of jumbo rolls 
of tissue paper for two years now. The 
initiative, which will enhance the firm’s 
competitiveness through the addition of 
a new line of business, has a total cost of 
some 50 million euro ($70 million).

Violeta will provide a small portion of the 
project funding, taking out loans for the 
remainder.

“We are at the stage of obtaining the 
permits necessary for us to start work on 
the factory with construction expected to 
wrap up in 18 months,” Corluka said.

The new plant will produce some 85 
tonnes of jumbo rolls daily.

“A lot of banks are interested in this 
investment considering our track record 
[...],” Corluka said. “We are also in 

negotiations with a number of foreign 
banks, which consider the project profitable 
and attractive.”

Violeta (www.violeta.ba) sells half of its 
output on the domestic market. Exports 
are shipped mainly to Croatia, Macedonia 
and Montenegro. In Bosnia, it has a 52% 
share of the toilet paper segment and a 
55% share of the paper towel segment.

The company produces sanitary napkins, 
toilet tissue, paper towels, wet and dry 
tissues, baby diapers, sanitary towels as 
well as paper tablecloths and dusters.

Violeta is the exclusive dealer for Bosnia 
of international brands such as Ferrero, 

Barilla, Freddi, Paladin, 
Ehrmann, Seeberger, Frico, 
Pik and Danone.

Bosnia was the latest country 
in Southeastern Europe to 
receive financing from the 
International Monetary Fund 
(IMF) so far this year. The 

36-month loan of $1.57 billion is designed 
to help the Bosnian authorities mitigate 
the effects of the global financial crisis. The 
IMF expects Bosnia’s economy to shrink 
3.0% this year after growing by 5.5% in 
2008.

“It is too late to start saving when the 
crisis has already hit hard every aspect of 
the business, but we have been saving for 
a long time now,” Corluka said, giving no 
further details.

“The whole thing comes down to a liquidity 
shortage with the buyers, whose payment 
deadlines are being extended. It is not easy 
but we are coping, we still don’t have any 
major problems,” he added.

According to Corluka, the poorer countries 
and their economies will have a tougher 
time containing the crisis than their larger 
counterparts.

“Our country has not yet felt the brunt of 
the crisis and the recovery will last much 
longer than in the West,” he said.

New 50 million 
euro factory 
for jumbo 

rolls to boost 
competitiveness

by Iskra Pavlova (SeeNews)
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Interview: Serbian Food Supplements Maker Altamed 
Sweetens Diets the Healthy Way
by Vera Ovanin (SeeNews)

Food supplements maker Altamed has 
been looking after Serbians’ healthy 
dietary habits for more than 15 years 
with a little help from honey bees and, in 
particular, the secretion they use to feed 
their larvae.

“Over the past three years or so, this 
secretion, or royal jelly, has seen a huge 
expansion. We’ve been working with it for 
at least 15 yeas or so,” company president 
Dragan Mijanovic told SeeNews.

“Research has shown that royal jelly 
provides great health benefits, in terms of 
psychological and physical well-being, to 
professionals such as divers and astronauts 
that work in extreme conditions. There was 

no reason why the general public wouldn’t 
benefit from it as well,” Mijanovic added.

According to preliminary evidence, royal 
jelly has some cholesterol-lowering, anti-
inflammatory and antibiotic effects. 
The secretion, rich in components like 
B-complex vitamins, is also 
found in a variety of cosmetic 
products.

Although the slowdown 
in the global economy has 
shrunk Altamed’s revenue 
by some 40% so far this year, 
Mijanovic said the company 
has not backtracked on its 
expansion plans.

“We would be very happy if we were to 
end 2009 with revenue down by 20% for 
the whole year,” Mijanovic said.

Altamed’s 2008 net profit fell to some 
17 million dinars ($257,357/181,439 
euro) from 22 million dinars in 2007. Its 

2008 revenues also dropped 
slightly to 342 million 
dinars from 360 million in 
the previous year.

Belgrade-based Altamed, 
which employs about 60 
people, opened its first 
franchise office in Hungary 
earlier this year, an addition 
to its franchise offices in all 
former Yugoslav republics, 

as well as Austria, Switzerland and Italy.

It is also pressing on with plans to build 
a company-owned production unit in the 
town of Batajnica, in northern Serbia.

“The process of getting the required licences 
takes a very long time, unfortunately. We 
are now in the phase of waiting for the 
municipality to approve the project and 
we hope to start construction in 2010,” 
Mijanovic said without elaborating on the 
value of the investment.

At the moment, on a monthly basis 
Altamed produces some 30 tonnes of the 
royal jelly-enriched dietary supplement 
Revita, the company’s flagship product, 
through a partnership with food company 
Eko Farm, based in the northern town 
of Novi Sad. Some 20% of the output is 
exported.

Mijanovic says Altamed stays on top 
of its game by constantly evolving and 
expanding its product mix and packaging 
concepts.

“This year we came up with a Revita 
capsule that you can attach to the neck 
of a bottle you are carrying and when you 
are ready for a drink, you can conveniently 
release the contents into the beverage and 
it is ready for consumption,” Mijanovic 
said.

Product line-
up delivers 
nutritional 

benefits courtesy 
of royal jelly 

extract
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Interview: Newcomer ADPnews To Tap Demand 
for No-frills Information Services 

Q: You recently launched a new global news 
service. What would be your competitive edge 
on other newswires? 

A: There are two ways I think we will differ 
from our competitors. For one, we will be 
targeting the lower end of the market for 
basic financial and business information 
which is currently underserved. The 
major players in the sector – the likes of 
Reuters, Dow Jones and Bloomberg – are 
offering some fantastic products, however 
they come at a high price. Not everybody 
that is interested in that kind of business 
news coverage really needs fantastic 
tools. There is an army of professionals in 
various fields that just need 
to know what is happening 
in the business world. They 
do not necessarily also want 
lightning-fast actionable 
real-time information or 
elaborate calculation tools.

One of our chief goals will 
be to strive for excellence in 
catering to the needs of that 
particular customer group.

Our second unique selling point has to 
do with copyright. It is a big issue at the 
moment across all media industries. From 
news to music to movies to video games: 

by Georgi Georgiev (SeeNews)

ADPnews (www.adpnews.info) is an independent newswire, carrying valuable news and information from more than 70 countries 
worldwide. Its products are tailored for traders, investors, analysts, bankers, brokers, financial consultants, back-office specialists, media, 
state institutions, governments, international organisations and all professionals who need high-quality comprehensive coverage of 
events crucial to their investments and work.

Dilyan Damyanov, Editor-in-chief ADPnews

companies are desperate to protect their 
content from unauthorised copying and 
downloading. At ADPnews we believe 
that once a customer has paid for our 
content, they can do with it 
whatever they want. This is 
why all our subscribers will 
be free to reuse our content 
under a Creative Commons 
Attribution license. This 
license reserves our right to 
be identified as the original 
authors of the content but 
we waive all other rights.

We think this will remove a big obstacle 
for our clients who may want to use 
the content they have paid for, but feel 
reluctant to do so because they are not 
sure if they have the legal right.

Q: What has been the impact of the global 
economic downturn on news providers? 

A: That depends on who you want to 
label as a news provider. Newspapers, 
for instance, have been dealt a severe 
blow, especially smaller, regional titles. 
Publishers are starting to realise that they 
may have thought they were in the wrong 
business all along. 

There is growing evidence 
that newspapers have long 
stopped being a vehicle for 
selling news and become 
a vehicle for selling ads 
to people and eyeballs 
to advertisers. This is an 
immense structural shift 
in the industry and the 
unprecedented cyclical 
challenge may just provide 

the tipping point for newspapers.

News agencies on the other hand have 
done remarkably well. The downturn has 
taken its toll and they have lost some big 

clients, especially in financing, but the 
troubles of newspapers have been a boon 
to news agencies. As newspapers have 
scaled down their staff and operations, 

they have become more 
reliant on agency copy. 

Q: Media tycoon Rupert 
Murdoch recently announced 
plans to start charging for access 
to News Corp-run newspaper 
websites. What do you think 
would be the implications of 
such a move for the global news 
industry? 

A: Newspapers have done a lot to distance 
themselves from the news industry. Going 
online and going free has cemented their 
reliance on advertising. Murdoch’s move 
could do a lot to bring newspapers back 
into the news business.

Q: How would you assess the effect of social 
networks and the so-called citizen journalism 
on the news industry?

A: They are radically changing the rules 
of the game. Big news brands believe they 
are something more than ad brokers, and 
their content is valuable enough for people 
to want to pay for it, but social networks 
and citizen journalism are eroding their 
influence. 

People do not want a corporate brand to 
tell them what news is. They prefer their 
friends and trusted networks to tell them 
that. This is why the success of paywalls, 
such as the ones News Corp is planning, 
is far from guaranteed. 

Q: Could you name some of your biggest 
outsourcing customers?

A: Editorial-processes outsourcing is 
in its infancy and it is still too sensitive 
an issue for most companies. There are 
confidentiality clauses in our contracts 
that do not permit me to reveal names.

Market for 
basic financial 
and business 
information 
is currently 
underserved

Plight of 
newspaper 

industry has 
been a boon to 
news agencies
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Planex OOD is engaged in:
1. Construction of:
- residential  buildings and residential complexes of closed type;
- commercial buildings and  mall-type complexes;
- industrial  buildings;
- administrative buildings;
- hotels and holiday resorts;

2. Management of construction works as a  subcontractor;
3. Reconstruction and refurbishing of buildings and building repair works;
4. Production of concrete and concrete products, as well as reinforced 
products;
5. Hotels and restaurants keeping.

Planex OOD
Alternative Names: Planex Ltd; Planeks OOD; Planeks Ltd, Date Established: 1993, 
Corporate History: 
October 1990 – Sole entrepreneur ET Planex – Plamen Andreev is registered in Varna, eastern Bulgaria, active in designing, civil and 

engineering repair works.
Oct 6, 1993 – Construction company Planex OOD is established in Varna by local entrepreneurs.
Dec 12, 1996 – The company establishes Planex Aluminii OOD, renamed in 1999 to Planex Gealan OOD and in 2004 – to Planex 

Aluplast OOD, an  aluminum and PVC joinery producing company.
June 4, 1999 – Planex OOD sets up Planex Style OOD, a company focusing on completed construction works.
Sept 16, 1999 – Planex OOD and local company Bask OOD establish in Varna construction company P & B Group OOD.
Jan 31, 2000 – The company establishes Planex Komplekt OOD, an internal electricity and other special installations services provider.
Sept 4, 2000 – Planex OOD sets up Stroimarket – Valchidol OOD, a trading company in building materials.
2002 - Holding company Planex Holding OOD is established in order to manage the activities of all companies in the group. 
February 2008 – Planex OOD and local companies Bul Mark OOD and Elektriceski Sistemi OOD establish electrical wiring company 

Consortium PBES OOD in Varna.
Headquarters: 55 Lyuben Karavelov Str., 9002 Varna, Bulgaria
Tel: +359 52 388 684, Fax: +359 52 388 670, E-mail: office@planex.bg, office_bourgas@planex.bg, office_kavarna@planex.bg
URL: www.planexbg.com 
Company Overview: Planex OOD is a leading Bulgarian construction company, specialised in residential, retail, resort and industrial 
building. It also produces building materials. The company is part of Planex Holding OOD, consisiting of 12 companies.
The company was awarded an ISO 9001:2000 Quality management systems certificate, issued on November 12, 2007 and valid by 
November 12, 2010.
In 2009 Planex OOD received an OHSAS 18001:2007 Safety and health management certificate for its concrete mixtures production.
No of Employees: 1,050 (2008); 984 (2007); 916 (2006)

Management

Ownership

Products / Services

Capacity

Capacity

Executives:
CEO Hristo Atanasov Dimitrov
CFO Milan Trayanov Dachev
Construction Department Manager Andrey Kirov Papazov
Technical Department Desislava Ignatova Tsvetanova
Production Department Kiril Dimitrov Drazhev

Shareholders/Investors (December 2008) Share
Planex Holding OOD (Bulgaria) 36.00%
Individuals 64.00%

Subsidiaries & Affiliated companies: Share
P & B Group OOD (Bulgaria) 50.00%
Consortium PBES OOD (Bulgaria) 33.33%

Equipment Number
Breakers 7
Concrete Mixer 2
Construction building machines 130
Containers 129
Cutters 3
Desiccators 3
Dumpcrete Truck 3
Earth Movers 3
Electronic Scales 2
Excavators 2
Generators 4
Hilti 25
Hoister with a frame 2
Hoisting Devices 6
Hydrophore  vessels 2
Motor Saw 2
Non-prism Total Station 2
Perforators 14
Petroleum Heater 2
Power Substations 2
Pumps 26
Scaffold, working height 5.30 2
Tanks 3
Tower cranes 6
Vans 11
Vibrators 22
Water Pressure Equipment 3

Planex OOD is headquartered in Varna, eastern Bulgaria. The company has 
branches in Burgas, southeastern Bulgaria and Kavarna, northeastern Bulgaria. 
It also has an office in Sofia.
Planex Ltd operates two production and one storage facilities in Varna, as well as 
a concrete plants in Kavarna.

Equipment: 3-Phase Inverter, Aspiration System, Automated Water Softener, 
Belt Saw, Direct Mounting Device, Double bandage steam roller, Elba Super 
Mobile Center, Electrical Magnetic Prospector, Fenced Platform, Hoover, dry/
water, Laser Distance Measurer, Loop Equipment, Mixer, Overhead Jib Crane, 
Portable Crane, Ram Press, Reducer, Treatment Station, Truck Crane.
Raw materials: construction materials
Suppliers: The company’s main suppliers are local companies Eskana AD, Varna; 
Devnya Cement AD, Devnya; Stomana Industry AD, Pernik and Metal Import 
Export OOD, Sofia
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Capacity

Markets & Sales

Markets & Sales

Planex OOD operates mainly in the region of Varna, northeastern Bulgaria and 
along the Black Sea coastal area.
For 2008 the company claimed 30% market share in construction in Varna, 
Kavarna and Burgas.
The company also operates the Splendid hotel in Varna and the Romance 
Splendid hotel in the St.St. Konstantin and Elena resort.
Some of the company’s most important construction projects includes Mall 
Varna, the holiday villages Galeria in Obzor and Kaliakra in Kavarna, the 
residential complex Mount View in Sofia, and the Sunset Resort Pomorie 
complex.
The company’s customers include both Bulgarian and foreign investors such as 
Bulgaria Consult OOD, Bulgarian Mysteries, Kaliakria Hills, Galleria Varna 
EOOD, Mall Varna EAD and Patstroy Karnobat EOOD.
Due to the drop of the demand of concrete products in the beginning of 2009, 
Planex decided to halt the operations of the Kavarna-based concrete plants.
Planex OOD was ranked third among the construction companies in Bulgaria 
in terms of net sales revenue for 2008 in the ranking, issued by the Bulgarian 
business weekly Capital.
Planex OOD is a member of the Bulgarian Building and Construction Chamber, 
a co-founder of the Varna Building Chamber.

Production and storage 
facilities

Total area 
in sq m

Built up area 
in sq m

Capacity

Concrete plant I in Kavarna, 
consisting of:

17,000 6,400

- a workshop for production of 
planting workpieces and semi-
finished products

1,100 - 1,500 
tonnes per 

month

- a workshop for production of 
concrete goods (concrete blocks, 
slates and cobbles)

250,000 pieces 
per month

Concrete plant II in Kavarna 10,000

Polymix Concrete plant for 
production of concrete and other 
construction solutions in Kavarna

7,000

Storage facility in Kavarna 4,000 1,800

Concrete plant in Varna

Project Location Investor
Built up 
area (sq m)

Boutique Residence 
Complex

Varna PLH Invest Ltd., part 
of Planex Holding Co.

8,891

Galeria Holiday Complex Obzor PLH Invest Ltd., part 
of Planex Holding Co.

15,153

Sozopol Dreams Holiday 
Complex

Sozopol PLH Invest Ltd., part 
of Planex Holding Co.

3,800

Viva 2 Complex Varna PLH Invest, Ltd., a 
member of Planex 
Holding, Co.

3,898

Viva 1 Residential Complex Varna Planex Holding Ltd. 9,000

Euro Complex Varna Planex Holding Ltd. 8,785

Royal Cove Residential 
Building

Kavarna An&Di Ltd., Varna 4,076

Project Location Investor
Built up 
area (sq m)

Arcadia Holiday Complex Sunny Beach 
Complex

Planex Ltd. 4,370

Romance and Splendid 
Complex

St.St. Konstan-
tin i Elena

Planex Holding Ltd. 14,000

Kempinski Grand Hermit-
age Hotel

Golden Sands 
Complex

Sunny Travel EOOD, 
Sofia

65,000

Teodora Beach Hotel Complex EleniteTheodora Beach OOD 18,000

Sirius Beach Hotel St.st. Konstan-
tin i Elena

Sirius 49 EOOD 6,550

Iberostar Festa Panorama 
Hotel

Nesebar Festa Hotels Ltd. 22,000

Victoria Hotel Sunny Beach 
Complex

Effect-3 Ltd., Sofia 18,500

Evrika Hotel Sunny Beach 
Complex

DIT OOD Sofia 30,000

Project Location Investor
Built up 
area (sq m)

MALL Varna Varna Inteservce Uzunovi AD 70,000

Kavarna City Center Kavarna Planex Ltd. 12,700

Volkswagen Center Varna Autotrade Ltd. 3,505

Libra - Shopping centre 
with offices and workshop

Varna Libra Group. Ltd. 2,200

Piccadilly Park Mini Mall Varna Boliari AD, Varna 7,630

Project Location Investor
Built up 
area (sq m)

Ultramarine Multifunc-
tional Public Building

Varna Olmins OOD 15,226

Sting Trade Centre Varna Sting AD 2,561

SOD Varna Office Building Varna SOD Varna 1,451

Office Building Varna Aval EOOD 1,420

Planex Holding Central 
Office

Varna Planex Holding Ltd. 1,264

Cosmos Shipping Office 
Building

Varna Cosmos Shipping, 
Varna 

Project Location Investor
Built up 
area (sq m)

Mayer Locking System 
Factory

Varna Mayer Locking System 
Ltd., Varna

6,462

Corn Bread production 
plant 

Varna Corn K Inc. 1,127

Activity 2008 2007 2006
Construction 113.118 87.754 59.654

Concrete, concrete products and 
reinforced building products

20.36 11.594 4.809

Tourism 2.119 1.787 0.092

Other 0.520 0.574 0.880

Total: 136.117 101.709 65.435

Storage facility in Kavarna 4,000 1,800

Concrete plant in Varna

Unit sq m
Offices 2,676
Show rooms 79
Production facilities 2,719
Warehouses 2,218
Two outlets 658

Projects in 2008 with the major contribution
to the company’s sales revenue mln BGN
MALL Varna 39.835
MALL Galeria Varna 107.096
Holiday village Costa Del Croco 69,000
Holiday village Kaliakra Gardens 11.222
Viva 4 Residential Complex 9,000
Boutique Residence Complex 3.185

Major Residential Buildings, built by Planex OOD as a subcontractor

Major Hotels, built by Planex OOD as a subcontractor

Major Commercial Buildings, built by Planex OOD as a subcontractor

Major Administrative Buildings, built by Planex OOD as a subcontractor

Major Industrial Buildings, built by Planex OOD as a subcontractor

Revenue by activity in mln BGN
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Markets & Sales

Project Location Investor
Opening 

date
Built up 

area (sq m)

MALL Galeria 
Varna

Varna GTC Bulgaria 02.2010 109,122

Omega Center Burgas EurOil EOOD, PLH 
Invest Ltd., part of 
Planex Holding Co.

04.2010 12,627

Villa Alegra Kavarna PLH Invest Ltd., part 
of Planex Holding Co.

08.2009 3,632

Viva 4 Complex Varna PLH Invest Ltd., part 
of Planex Holding Co.

03.2010 23,900

Viva Shopping 
Center

Varna PLH Invest Ltd., part 
of Planex Holding Co.

03.2010 10,289

Viva 3 Complex Varna PLH Invest Ltd., part 
of Planex Holding Co.

10.2010 21,309

Holiday village 
Costa Del Croco

Carevo Bulgaria Consult 
EOOD

05.2010 104,000

Current projects

Investment Plans

Planex OOD plans to diversify its activity in 2009 aiming to easily overcome 
the global economic crisis effects. It intends to focus on the reconstruction of old 
buildings - cultural monuments, on providing comlicated engineering works and 
on the construction of metal structure buildings.
In 2009 it invested in a new facility Turska Banya at the Romance Splendid hotel 
in the St.St. Konstantin and Elena resort.
The company used both its own funds and bank loans to secuire its investments. 
In 2008 Planex borrowed a total of BGN 6.3 mln loan for the construction of the 
hotel Romance and the Kavarna Sity Center.
In 2008 the company put into operation its second plant for concrete mixtures 
in Varna.
The total amount of the bank loans, borrowed in 2007 stood at BGN 2.668 
mln. The company used funds for for the construction of the hotels Slpendid and 
Romance, the Kavarna Sity Center and the residential complex Alfa in Sofia.
In 2007 Planex invested in the construction of new concrete production centre 
Polymix – Varna. The concrete production centre is type ELBA ESM 105 C, fully 
automatised.

Financial Information and Key Financial Ratios 

Main Competitors

Year 2008 2007 2006 2005

(non-consolidated)  in BGN in BGN in BGN in BGN
Net Sales Revenue 136,117,000 101,709,000 70,536,000 39,285,000
Operating Profit/Loss 9,376,000 15,556,000 12,440,000 3,832,000
Total Revenue 140,507,000 104,216,000 70,635,000 39,658,000
Total Expenses 128,147,000 86,969,000 58,493,000 35,521,000
Net Profit/Loss 11,124,000 15,520,000 10,263,000 3,460,000
    
Current Assets 57,977,000 47,127,000 31,961,000 19,736,000
Non-current Assets 43,386,000 34,807,000 16,834,000 12,254,000
Cash and Equivalents 1,330,000 12,084,000 9,084,000 9,014,000
Total Assets 101,363,000 81,934,000 48,795,000 31,990,000
Current Liabilities 35,383,000 29,698,000 26,607,000 21,973,000
Non-current Liabilities 11,635,000 7,887,000 3,288,000 1,523,000
Total Liabilities 47,018,000 37,585,000 29,895,000 23,496,000
Total Equity 54,345,000 44,349,000 18,900,000 8,494,000
Subscribed and Paid-in capital  5,000 5,000 5,000 5,000
    
ROE 2046.92% 3499.52% 5430.16% 4073.46%
ROA 1097.44% 1894.21% 2103.29% 1081.59%
ROIC 1658.94% 2811.03% 3634.85% 2804.34%
OPERATING MARGIN 908.04% 1695.72% 1721.39% 1053.07%
NET PROFIT MARGIN 817.24% 1525.92% 1455.00% 880.74%
FIN. DEBT/ASSETS 1253.91% 1325.70% 1913.11% 1201.63%
FIN. DEBT/EQUITY 2338.76% 2449.21% 4939.15% 4525.55%
TOTAL LIABILITIES/ASSETS 4638.58% 4587.23% 6126.65% 7344.80%
TOTAL LIABILITIES/EQUITY 8651.76% 8474.82% 15817.46% 27661.88%
CURRENT LIQUIDITY RATIO 1.64 1.59 1.20 0.90
EBIT 12,360,000 17,247,000 12,142,000 4,137,000
EBITDA 15,287,000 19,223,000 13,578,000 5,052,000

Balkanstroy AD(Razlog, Bulgaria)  Comfort OOD (Varna, Bulgaria)  Express 
Garancion OOD (Varna, Bulgaria)  Galchev Engineering AD (Sofia, Bulgaria) 

 Glavbulgarstroy AD (Sofia, Bulgaria)  Investicii i Stroitelstvo OOD (Varna, 
Bulgaria)  Lucky Group (Varna, Bulgaria)  Top Build OOD (Varna, Bulgaria)  
Ug Market AD ( Sofia, Bulgaria)
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Focal Point Investments AD provides:
1. Brokerage services:
- trading in shares of public companies on the Bulgarian Stock Exchange; 
- trading in compensatory instruments, specific financial instruments issued 

under the B ulgarian Compensatory Instruments Act; 
- trading in rights for capital increases;
- trading in government, corporate and municipal bonds; 
- intercession in trading in shares of non-public companies; 

2. Asset management
3. Financial consulting:
- M&A consulting;
- consulting in financial restructuring and new projects;
- researches and analyses for industries and investment projects, business plans 

and evaluation of companies.

Focal Point Investments AD
Alternative Names: Focal Point Investments JSC, Date Established: 1998, Corporate History: July 16, 1998 - Local industrial group Mel 
Holding AD sets up Evro Garant AD as an investment company, based in Sofia. July 3, 2008 – Evro Garant AD renames to Focal Point 
Investments AD.
Headquarters: 51B Cherni Vrah Blvd, 1407 Sofia, Bulgaria
Tel: +359 2 819 91 41, +359 2 819 91 42, Fax: +359 2 819 93 22, E-mail: evrogarant@mail.orbitel.bg, URL: www.focalpoint.bg 
Company Overview: Focal Point Investments AD is a Bulgarian investment company. No of Employees: 7 (2008)

Management

Financial Information and Key Financial Ratios 

Ownership

Products / Services

Capacity

Markets & Sales

Markets & Sales

Main Competitors

Executive Board:
CEO Manu Todorov Moravenov
Board of Directors:
Chairman of the Board Anna Petrova Zaharieva
Member of the Board Vasil Atanasov Belomorov
Member of the Board Manu Todorov Moravenov

Shareholders/Investors (July 4, 2009) Share
FairPlay International AD (Sofia, Bulgaria) 95.68% 
Other 4.32%

The company’s revenue structure in 2008 BGN

Financial consultancy and analyses 126,000
Interests 8,000
Equity shares 8,000
Fees and brokerage taxes 60,000
Other 1,000
Total 203,000

Year 2008 2007

 in BGN in BGN
Net Sales Revenue 0 0
Operating Profit/Loss -196,000 -110,000
Total Revenue 203,000 206,000
Total Expenses 209,000 153,000
Net Profit/Loss -7,000 53,000
  
Current Assets 286,000 290,000
Non-current Assets 56,000 27,000
Cash and Equivalents 249,000 272,000
Total Assets 342,000 317,000
Current Liabilities 36,000 5,000
Non-current Liabilities 2,000 0
Total Liabilities 38,000 5,000
Total Equity 304,000 312,000
Subscribed and Paid-in capital  250,000 250,000
  
ROE -2.30% 16.99%
ROA -2.05% 16.72%
ROIC -2.30% 16.99%
OPERATING MARGIN - -
NET PROFIT MARGIN - -
FIN. DEBT/ASSETS 0.00% 0.00%
FIN. DEBT/EQUITY 0.00% 0.00%
TOTAL LIABILITIES/ASSETS 11.11% 1.58%
TOTAL LIABILITIES/EQUITY 12.50% 1.60%
CURRENT LIQUIDITY RATIO 7.94 58.00
EBIT -6,000 53,000
EBITDA 1,000 53,000

Focal Point Investments AD initiated publishing its Bulgarian Stock Market 
Overview reports and BG REIT Performance reports in 2009. 
In 2008 Focal Point Investments AD started providing asset management 
services and succeeded to attract almost BGN 500,000 in its portfolio to be 
managed.
The company concluded 31 deals, totalled BGN 25,483, (volume/ lots - 9,997) 
through COBOS, an internet-based application of the Bulgarian Stock Exchange 
(BSE) for an authorized and secure access to the BSE Trading System in real time.
Its deals on the over-the-counter segment of the BSE in 2008 were 10 at a total 
amount of BGN 9.186 mln (volume/ lots – 9,625,688).
In 2008 Focal Point Investments concluded 583 deals on behalf of its customers 
worth BGN 1.133 mln (volume/ lots – 1,476,403), at the bottom of the 
Bulgarian Stock Exchange compared to 161 deals in 2007 at a total amount of 
BGN 2.825 mln (volume/ lots – 813,674).
The number of deals, concluded in 2008 soared by almost four times compared 
to a year earlier, however there was a drop by 59.9% year-on-year in terms of 
value.
Focal Point Investments AD is granted a licence by the Bulgarian Financial 
Supervision Commission and is a member of the Bulgarian Stock Exchange – 
Sofia and the Central Depository. 

Aval In AD (Sofia, Bulgaria)  Adamant Capital Partners AD (Sofia, Bulgaria)  
Astra Investment AD (Sofia, Bulgaria)  Balkan Investment Company AD (Sofia, 
Bulgaria)  Benchmark Finance AD (Sofia, Bulgaria)  Beta Corp AD (Sofia, 
Bulgaria)  Bulbrokers EAD (Sofia, Bulgaria)  Bulfininvest AD (Sofia, Bulgaria)  
Capital Markets AD (Sofia, Bulgaria)  Capman AD (Sofia, Bulgaria)  Deltastock 
AD (Sofia, Bulgaria)  EFG Securities Bulgaria AD (Sofia, Bulgaria)  Eurofinance 
AD (Sofia, Bulgaria)  Elana Trading AD (Sofia, Bulgaria)  Favorit AD (Sofia, 
Bulgaria)  Karoll AD (Sofia, Bulgaria)  KD Securities AD (Sofia, Bulgaria)  
Mac Cap AD (Sofia, Bulgaria)  Sofia International Securities AD (Sofia, Bulgaria) 

 TBI Invest AD (Sofia, Bulgaria)  Ug Market AD ( Sofia, Bulgaria)

Focal Point Investments AD is headquartered in Sofia, Bulgaria’s capital.
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Strategic Partner

Exclusive Strategic Partner

Media Sponsors

Media Partners

Design & Prepress

PR Partner

People Management Consultant

Management Consultancy Partner

Content Partners





ADPnews (www.adpnews.info) is an independent newswire, carrying valuable 
news and information from more than 70 countries worldwide. Our products are 
tailored for traders, investors, analysts, bankers, brokers, fi nancial consultants, 
back-offi ce specialists, media, state institutions, governments, international 
organisations and all professionals who need high-quality comprehensive coverage 
of events crucial to their investments and work. 

The ADPnews brand is an umbrella for multi-language news services providing 
wide coverage of business news from around the world. We run real-time 
corporate-news services and daily publications updated continuously. 

ADPnews services cover various regions: from established markets, such as 
Germany, to emerging markets, such as Latin America. We run dedicated services 
focused on hot industries like energy and especially renewable energy. 

ADPnews is published by AII Data Processing Ltd, a leading international provider 
of a broad range of high-quality information services. The company employs a 
multilingual staff of experienced journalists, editors, translators and researchers. 

ADPnews CONTENT: ADPnews offers a wide range of business news 
updated throughout the day:

Corporate 
news: fi nancial 
results, M&A 
deals, IPOs, 
management 
moves, orders/
contracts, 
strategy, new 
products/
services

Industrial 
news: fi gures 
and forecasts 
of industrial 
performance, 
market research 
and analysis

Equity news: 
equity analysis 
and stock 
ratings, regular 
stockmarket 
reports

Debt news: 
bonds, ratings

Derivatives 
news: 
options, futures

Macroeconomic 
news: 
all major 
economic 
indicators

Political 
and general 
news: 
all major 
political and 
general news 
relevant to 
business and 
the economy

ular l nomic minomic

News reviews 
and overviews: 
from a weekly 
review of Brazil’s 
biodiesel and 
ethanol industry, 
through to weekly 
highlights of 
business news in 
several African 
countries, to a 
monthly overview 
of German 
carmakers’ sales
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