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MESSAGE

Lord Green of Hurstpierpoint Minister of State for Trade and Investment
I am delighted to welcome you to this publication, which
offers a comprehensive overview of the commercial
potential across Central and Eastern Europe, and
heralds an extensive and co-ordinated campaign of
activity on business opportunities in ‘Emerging Europe’.
Our bilateral trade with Central and Eastern Europe
was worth over £41 billion in 2011, with UK exports
reaching £16 billion. Our exports of goods and services
to the region have more than doubled over the past 10
years, and the £2 billion increase last year – on a
par with increases in UK exports to China, India and
Russia – is an encouraging sign of the commercial
potential that exists within a couple of hours’ flying
time of the UK.
For many businesses, the single market provides
an excellent stepping stone to expansion into
markets beyond the EU. I saw this first-hand on visits
that I have made to Poland, Romania and the Czech
Republic. Central and Eastern European markets
offer accessible and potentially lucrative starting points
for UK SMEs looking to expand internationally.
Ambitious modernisation and infrastructure
development plans, and an increasingly aspirational
regional population of over 100 million consumers,
present a broad spread of opportunities for
experienced exporters seeking to win business beyond

“Our exports of goods
and services to the
region have more than
doubled over the past
10 years”.
Lord Green of Hurstpierpoint,
Minister for Trade and
Investment

traditional markets in Europe and elsewhere in the
Developed World.
The region’s quest for security, development and
economic growth brings significant opportunities for
UK supply chains in areas such as civil nuclear new
build and expansion; shale gas development; upgrades
in transport infrastructure; the expansion of renewable
energy; and industrial diversification. You can read
about these and other opportunities in this publication.
I was also very conscious on my visits of a strong desire
to reach out to the UK and build new partnerships in
areas such as education, research and development
and science and technology.
I am convinced that the UK should be doing more
business in Central and Eastern Europe. Our market
share is currently low. If we raised this to match
the trading performance of our main European
competitors, an additional £30 billion could be added
to the UK’s GDP.
I am grateful for the support of the Council of British
Chambers of Commerce in Europe (COBCOE) and
UKTI’s strategic partners for Emerging Europe – IPF,
WYG Group, PwC, White & Case, Jones Lang LaSalle,
Visa Europe and Regus – in delivering this publication
and helping to raise awareness of the commercial
potential of Central and Eastern Europe. ■
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MESSAGE

Robin Barnett HM Ambassador to Poland
It gives me great pleasure to introduce you to this
publication, the most comprehensive outline of
business potential for the UK in Emerging Europe ever
produced.
The government has made trade and investment one
of the crucial elements of its growth strategy. Our aim
is to put British business at the heart of everything
we do, whether in representing your interests with
governments and other stakeholders across the region
or providing the best possible package of business
support services.
The Emerging Europe region is a major area of
opportunity for UK companies. Many companies
looking to make their first steps exporting goods or
services abroad benefit from the region’s proximity,
its access to EU funds and its participation in the
Single Market. In addition, there are a host of value
opportunities across a range of sectors.
The report is all about ensuring that your business
understands its potential in the region. It is also an
opportunity for you to learn more about the support
the Government provides via UK Trade & Investment
and its wider Embassy teams.
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“We have set
ourselves
ambitious goals to
assist more
companies to
succeed in
Emerging Europe”.
Robin Barnett
HM Ambassador to Poland
and Director of the FCO
Central European Network

Situated in every market in Emerging Europe, impartial
UKTI business experts help thousands of companies
each year enter or expand into the region. We’re doing
more than ever to try to help companies win business
across the region.
Our UKTI experts are native speakers, with in-depth
contacts across sectors and with great experience in
accessing business for UK companies. Working with
our policy experts, their knowledge, influence and
communications can make a real difference to your
company’s success. As independent, impartial advisors,
their motivation is seeing your business succeed but
also to be honest about the risks and rewards of doing
business here.
We have set ourselves ambitious goals to assist more
companies to succeed in Emerging Europe. Via this
publication and the range of new events across the UK,
briefings and website materials, we hope to make the
business potential of Emerging Europe come alive. ■
Robin Barnett
HM Ambassador to Poland and Director of the FCO
Central European Network

MESSAGE

I am pleased to introduce this publication which has
been initiated by UKTI. It provides key information
for businesses aiming to extend into this exciting and
diverse emerging market region of Europe. It highlights
the many opportunities available within all major sectors.
Government policy is focused on encouraging exports to
assist the UK out of the present crisis. I fully support this
and the chamber movement in Europe that COBCOE
represents, is also fully behind the initiative.
Exporting, as has been shown by a recent ICAEW survey
is not the natural activity of most of the UK’s industry.
In fact some 25% of British companies only started to
export by chance, either when their UK based customers
asked them to supply other group companies, or from
the increasing number of accidental export orders
(normally over the internet) requiring a more formal
organisational structure.
A large number of British companies are still to export
for the first time. We understand that exporting can be a
daunting prospect for companies that have not looked
abroad before. The EU single market along with the
several association agreements with non-EU European
countries, gives an unrivalled environment for British
companies in terms of free trade and product standards;
the issue for companies is therefore how to find trusted

KPMG d.o.o Serbia

David Thomas President of COBCOE

“Our member
chambers from the
region work closely
with companies
and partners based
in their countries
to create
opportunities”.
David Thomas MBE,
President Council of
British Chambers of
Commerce in Europe

trading partners and to establish banking and other
relationships to ensure timely and secure payment.
The British Chambers movement across Europe and
especially Emerging Europe should be your natural
conduit for finding partners and also gaining knowledge
of how each country’s business environment operates.
There are hundreds of British corporate members in
each chamber who are happy to welcome a new family
member and share their experience. Within the ranks of
the chamber you may find your natural market partner
or someone who can give you a steer towards or second
view on a candidate
Our member chambers from the region work closely
with companies and partners based in their countries to
create opportunities. Please make use of the abundance
of local knowledge and expertise that they offer, as well
as valuable contacts. Above all please make use of the
COBCOE platform. Our website and other services can
greatly assist you in exploiting what should be your
second home market; a market of 740 million people
and 500,000 companies across Europe. ■
David Thomas MBE, President
Council of British Chambers of
Commerce in Europe
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Trade: Exporting to the world

UK Trade & Investment
UK Trade & Investment
(UKTI) is the Government
Department that helps
UK-based companies
succeed in global
markets and assists
overseas firms in bringing
their high-quality
investment to the UK.
UKTI has a global network of 2,400
staff. Its International Trade Advisers
(ITAs) around the UK have years of
business experience to draw on when
advising companies. In over 100
markets based in British Embassies and
other Diplomatic offices around the
world, UKTI staff can offer local,
in-market knowledge and expertise.
UKTI has helped many thousands
of businesses achieve international
success by providing tailored services
with specialist support covering a

wide range of industries. Its clients
consistently cite the importance of UKTI
support in helping them to overcome
barriers to new overseas business and
improve their business performance.
UKTI services have helped its
customers to:
• Understand how to do business
overseas;
• Identify opportunities and
open doors;
• Reach customers/business
partners not otherwise accessible;

• Raise their profile and
credibility overseas;
• Overcome barriers to entry
or expansion;
• Improve overseas marketing strategy;
• Gain access to information not
otherwise available;
• Understand the competition;
• Access powerful research to inform
management decisions; and
• Have the confidence to explore or
expand in overseas markets.
www.ukti.gov.uk
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OVERVIEW

Emerging Europe
– The strategic opportunity
The expansion of the EU has brought
unprecedented growth potential to the
world’s largest trading bloc. The new market
of Emerging Europe has appeared comprising
over 100 million consumers, which so far has
not been fully exploited by UK Plc. The countries
in the Region have a strategic, sustainable
growth potential driven by consumer demand,
infrastructure modernisation and a regional
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manufacturing and logistics base, which is rapidly developing. Whilst our
exports are doing well – 2011 sales of British goods and services grew by
£2 billion, a similar rate of growth to China and India – we are only just
positioned on the Region’s radar, representing a meagre 3% of its total
imports. There is massive room for improvement. We need to reflect for
a moment, on the broader opportunity which the countries offer in terms
of exports, regional expansion and the nearshore supply chain potential.
Economic outlook – Rapid growth, a short term pause and a strong
strategic outlook
The Emerging European Region has been created by two waves of
accession, which have spurred growth and set the context for the
economic picture we see today. Like runners out of a starting block,
some countries grew too quickly and faced challenges when the
economic downturn of 2008 came. Poland, the largest country in the
Region, has grown consistently over the last 20 years. The most recent
wave of accession countries will create the next growth wave and are led
by Romania, with Bulgaria in catch up mode. The Czech Republic and
Slovenia are emerging markets, which are aligned with their established
EU peers and offer solid potential.
It is to be expected that there will be challenges with the pace of growth,
debt levels and strategic development. This requires careful management
and supportive policies. However, all the countries in the Region offer
significant and sustainable growth opportunities. They are economically
adolescent, at the early stages in their lifecycle. Consumer demand
is still a key driver; infrastructure and energy will be modernised and
the markets are emerging as a viable opportunity to eastern sourcing
platforms. European structural funds, adeptly deployed, will act as a
catalyst for growth.

OVERVIEW

The global financial crisis has accelerated the switch in focus from the
West to the East. It is also transforming historical North South trading
models from East to West. However, Western Europe, with its fundamental
strengths and investors‘ confidence that it will recover from the current
conditions, follows China in the European Attractiveness Survey 2012 by
Ernst & Young. Emerging Europe comes third after the Asian giant, which
is regarded as the most attractive destination for global foreign direct
investment (FDI).
With the two most recent phases of expansion in 2004 and 2007, as well
as the upcoming one, the European Union is moving east. The main
countries in the Central & Eastern Europe (the CEE) Region are Bulgaria,
the Czech Republic, Hungary, Poland, Romania, Slovakia, Slovenia, Austria
(an EU member since 1995) and Croatia (which will join the bloc in July
2013). They comprise a totally new market with a nominal gross domestic
product (GDP) of almost £1 trillion, with sustainable growth to come.

Promising horizons – Creating the right mix
EU membership has transformed these
countries into a customs free zone allowing
totally free movement of capital, goods, people
and services and making them part and parcel
of the soon to become 28 country bloc. As such,
CEE is becoming a major part of the European
and global business environment.
The recent high inflow of FDI is the result of
the favourable location specific conditions of
Central Europe. According to the UN’s World
Investment Report 2012, the CEE Region
attracted over £30 billion of FDI in 2011, almost
double the amount from the previous year,
mainly in the automotive sector, research and
development, financial services, electronics,
telecoms and IT. Regional expansion platforms
are emerging as new regional consumer
markets develop.
Part of the Region’s rapid transformation
process is a result of the EU accession followed
by a stream of funds flowing from Brussels.
11

OVERVIEW

such as Bulgaria to 10%. The others (except Austria, where the corporate
tax rate is 25%) have kept them between 16% and 20%, which is still
significantly lower than the rates in Western Europe.
According to the World Bank’s Doing Business 2012 Report, the nine
emerging European economies offer a relatively business friendly
environment, being ranked between 30th (Austria) and 80th (Croatia)
out of 183 economies across the globe. Most of them have improved
the “starting a business” procedures and increased investors’ protection.

From the current budget for 2007–2013, as
much as £165.4 billion has been allocated to
the Region (excluding Croatia), with Poland
being the biggest beneficiary in nominal terms
(£65.5 billion) and the Czech Republic in per
capita terms (£1,667).
On average, more than half of the total amount
is structural and cohesion funds, which are used
mainly to co-finance large, public, infrastructure
investments and environmental projects. The
other half of the fund is allocated to support
human capital development, research and
development and agriculture, which is the
second most important spending category.
In order to attract more investors, some CEE
countries have sharply reduced their tax rates,
12

The right ingredients for manufacturing and supply chain excellence
Pre-crisis economic growth did not adversely impact labour costs
to prohibitive levels, which along with high skill levels and language
capabilities are an important economic variable to be taken into account
when competitiveness, outsourcing and production location decisions are
made. The average cost of a working hour across the Region (excluding
Austria) was £5.90 in 2008 and £6.29 in 2011.
Meanwhile, that cost is three times higher in the UK, four times in Germany
and over five times in Belgium. In addition, a worker earning minimal
wages in Luxembourg makes as much per month as his colleague in
Bulgaria does throughout the entire year.
In contrast, tertiary education seems to be more popular among Eastern
Europeans than with their colleagues in the western part of the continent.
In 2009, university courses were completed by almost 1.3 million Eastern
Europeans. The number of graduates is similar to the number from the
UK and France combined, except that the combined population of the
two countries is higher by almost a quarter than the total number of
inhabitants of the entire CEE Region.
Managing the regional growth potential
Out of the nine countries, Poland is unambiguously the CEE Region’s
strongest economy with highly skilled human resources, a number of
vibrant regional clusters and a large domestic market with over a third
of the Region’s population. That creates a strategic economic mix of
domestic potential and export horizon.
These assets strengthen Poland’s capacity to attract FDI and ranked the
country in sixth position on the list of top prospective host economies for
2012 to 2014, in the UN’s World Investment Report 2011.

OVERVIEW

The Czech Republic is the only other CEE country amongst the top 30
FDI destinations listed in the report. The country is one of the most stable
and prosperous economies in the Region. Along with Slovenia, the Czech
Republic is close to completing its transition to the status of an advanced,
modern economy.
Austria, Slovakia and Slovenia are members of the Eurozone. The
latter two had adopted the common currency by the time of the global
financial crisis, which provided insulation from the turbulence in foreign
exchange markets.
Croatia’s economy has suffered from the crisis and has not recorded any
growth for the last four years. Earlier, it had risen at a healthy 4% to
5% per cent annually, incomes had doubled and economic and social
opportunities had dramatically improved. Now with the EU accession, the
government needs to raise competitiveness in the large EU market and
maximize the opportunities membership will bring.
Hungary was in a similar situation, except in its case, lower growth
figures had been registered before the crisis. In 2007, the Hungarian
economy grew by 1.2% compared to the Region’s average of 5.5%.
Fiscal management and the banking system remain a challenge for the
Hungarian economy.
Romania suffered one of the Region’s biggest GDP contractions in 2009
(8.5%) but its large population and strong resource base, including oil
& gas, indicate much room for growth in the coming years. Romania,
together with Bulgaria, is the EU’s newest member, the latter also
registering the lowest per capita income in the soon to become 28
country bloc.
A bright, sustainable outlook – A must on any company’s business
development agenda
Emerging Europe will play a key role in the world’s economic tapestry over
the next decade. It will continue to pursue modern, economic maturity
and consumer, energy and infrastructure markets will grow dynamically.
The Region has the potential to be the growth catalyst for placing the
larger EU trading bloc onto a renewed growth trajectory.
The global market will diversify into four intercontinental growth regions.
This will create sales and sourcing hubs at a regional level. We can
expect Emerging Europe to benefit from an influx of local supply chains.

The Region’s costs, skills and location create
the right mix for nearshore sourcing. This
will deliver a competitive advantage for mature
businesses, at the same time as conferring
market entry benefits for newcomers
to export.
What is clear is that the global economy is at
a tipping point. Global macro will defer
to regional micro. Traditional North South
dominance will give way to East West
emergence. Opportunities will abound for
the creative entrepreneur. Emerging Europe
is definitely the place to be. Most pundits
say they have yet to fully appreciate the
nearshore emerging market opportunity which
is on offer. ■
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UKTI

With a network of 60 trade specialists across nine
markets, UKTI helps thousands of British companies
to win business in Emerging Europe each year
We are making it easier for
you to build your business in
Central & Eastern Europe.
Contact our One Stop Shop
team for instant access to
knowledge, expertise and
support at a regional level.

One Stop Shop
AGRICULTURE

Sashka.Evtimova@fco.gov.uk

AUTOMOTIVE

Ivana.Winbladh@fco.gov.uk

CONSTRUCTION

Martha.Rasheeva@fco.gov.uk

CREATIVE & MEDIA

Eva.Kopecka@fco.gov.uk

DEFENCE

Mihaela.Stefanescu@fco.gov.uk

EDUCATION & TRAINING

Peter.Bambury@fco.gov.uk

ENERGY

Ewa.Veenendaal-Rawicz@fco.gov.uk

FINANCIAL & PROFESSIONAL SERVICES

Miles.Fisher@fco.gov.uk

FOOD & DRINK

Martina.Mala@fco.gov.uk

ICT

Jana.Verk@fco.gov.uk

LEISURE & TOURISM

Natasa.Kalauz@fco.gov.uk

LIFE SCIENCES

Katarzyna.Bogusz@fco.gov.uk

RETAIL

Zuzana.Nagyova@fco.gov.uk

SECURITY

Mihaela.Dodoiu@fco.gov.uk

TRANSPORT (RAIL & PORTS)

Andreea.Radu@fco.gov.uk

TRANSPORT (AIRPORTS)

Raluca.Tudor@fco.gov.uk

WATER & ENVIRONMENT

Milko.Minev@fco.gov.uk

in association with

www.ukti.gov.uk/emergingeurope
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CEE - a large, growing and reliable market
Almost 104 million people live in the CEE Region. That
is almost twice as many as in the UK and the Region
comprises more than 20% of the current (2012)
population of the European Union. When thinking of
investment opportunities in the EU, one cannot afford
not to take this large region into account.
Almost 21% of EU population comes form CEE countries.... almost 8%
from Poland only

Other EU countries 66.9%

United Kingdom 12.50%
CEE 20.60%

Poland 7.7%
Romania 4.2%
Hungary 2.0%
Slovenia 0.4%
Slovakia 1.1%
Bulgaria 1.5%
Source: PwC analysis based on EUROSTAT data

Czech Republic 2.1%
Austria 1.7%

Poland is the most populated CEE country with a total population
of 38.5 million. It is followed by Romania with 21.3 million and
the Czech Republic and Hungary both with a population of
around ten million. This means there is a large group of well
qualified and ambitious workers, as well as open minded and
mature consumers ready to buy the highest quality products.
The CEE economies are still much smaller than their human
potential suggests. The average wage level in these countries
is about half that in Western Europe. According to the latest
available EUROSTAT data, the average hourly labour costs in
CEE countries varies from £1.60 in Bulgaria to £9.70 in Slovenia.
The hourly labour costs in the Polish economy are about £5.40.
Low labour costs are accompanied by high levels of human
capital development and a strong work ethic.
Despite low incomes, the CEE economies are still responsible
for more than 10% of the total GDP of the European Union. The
total value of the CEE economies as measured by GDP is more
than US$1,500 billion (£915 billion). During the next five years,
according to an IMF forecast, this value will grow to almost
US$2,000 billion (£1,220 billion).
The rapidly increasing economic potential of the Region is the
result of the much higher than EU average growth rates of the
economies. The average annual economic growth rate of the
CEE economies in the last five years, including the crisis year of
2009, was 2.6%, whereas it was only 0.5% for the Eurozone and
0.2% in UK. The most recent IMF forecast for the Region is also
much more optimistic than for the EU as a whole.
First, unlike the economies of the Eurozone or the UK, the CEE
economies are not expected to enter into recession in 2012.
Second, the regional growth rate is expected to accelerate from
1% in 2012 to 3.3% in 2016. The growth rates for the Eurozone
and the UK are expected to stabilise after 2015 at 1.5% and
2.5%, respectively.
17
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CEE Region comprises 10% of the EU economy

Other EU countries 75.8%

United Kingdom 14.8%

CEE 9.4 %
Slovenia 0.3%
Czech Republic 1.2%
Austria 2.4%
Romania 1.%
Bulgaria 0.3%
Slovakia 0.6%

Hungary 0.8%

Source: PwC analysis based on IMF data
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Poland 2.9%

The faster expected growth rates for these countries result from numerous
factors, such as the much more bullish behaviour of domestic demand
driven both by high investment needs and the growing consumption
ambitions of the populations, plus a high level of international
competiveness and the generally good status of the domestic banks,
which were less affected by the 2008–2009 crisis.
All these factors are reinforced by the prudent macro economic policies
implemented by the governments of the CEE countries. Relatively high
growth rates will therefore be accompanied by economic stability,
resulting in long term sustainable economic development. This is
especially important taking into account the recent experiences of
southern European countries and Ireland, where high growth rates led
to serious external and internal imbalances. For the CEE economies,
according to the latest IMF forecast, both the current account and inflation
rates will stay under control.
The good, on average, situation of the public finances is also an important
feature of the CEE economies, which makes them relatively robust to the
current public debt problems experienced by numerous European Union
countries. On the other hand, the governments in these countries are
committed to curbing their budget deficits. (Hungary was the negative
exception here but the latest reforms have improved the situation in this
respect in this country).
The average level of public debt in the CEE countries is still below 50%,
whereas the average for the Eurozone is close to 90%. Depending on the
country, the healthy state of the public finances is either supported by
strict legislation, such as the constitutional limit of 60% for the public debt
level in Poland, or low levels of social spending, as in Bulgaria, Romania
and Slovakia. An important factor in the high level of confidence that
international investors have for the CEE economies is the stability of the
public finances.
The proof of this confidence is the dynamic growth of Foreign Direct
Investment (FDI) in the Region after the fall resulting from the 2009 crisis.
According to UNCTAD data, the flow of FDI into CEE countries increased
in 2011 by 75%, reaching a total value of US$47 billion (£28.67 billion),
whereas the worldwide growth rate for the same period was 17%.
Poland was the biggest recipient of FDI in the Region, with an annual
investment of more than US$15 billion (£9.15 billion), Austria was

PwC

Infrastructure
In most CEE countries, the need for reform of and investment in the
infrastructure is still enormous. The railway system is the best example.
Most of the business structure was inherited from the communist past and
has to be seriously modernised and rationalised. According to plans
prepared by the Polish Ministry of Infrastructure, the total investment
in railways in Poland alone in the years 2012–2015 will amount to
£6.4 billion.
The role of EU funds in modernising the transport infrastructure in CEE
countries in the years 2007–2013 has been enormous; however, the
funds are still far from meeting all the sector’s needs. The next financial
forecast for the years 2014–2020 will include infrastructure needs; the
governments of the CEE countries believe that the amount required will
be around £65 billion. The total investment needs for the transport sector
for the years 2014–2020 in Poland are estimated to be £48 billion to
£56 billion. Hence, one can estimate the total investment needs for the
Region to be around £144 billion to £168 billion.
It would be impossible to achieve this enormous investment without
the participation of foreign entities serving as investors, advisors and
the suppliers of goods, services and solutions. The British experience
in building and reforming its transport infrastructure will be much
in demand among governments and private companies around the
CEE Region.
Energy
The attractiveness of the energy sector in the CEE countries for foreign
investors results from two main factors. First, most CEE countries
still need major investment in energy generation and transmission,
resulting from a growing demand and serious under investment in
the past. Second, the proportion of electricity generated from thermal
sources in the Region is still high, reaching 70% of the total amount of
energy generated, which in the light of EU ecological policies, requires

serious action to increase the proportion of
renewable energy.
The governments in the Region have introduced
numerous measures to support alternative energy
producers. The most popular renewable energy
source is biomass followed by hydropower. The
sources with the most dynamic growth rates, due
to extensive public support, are wind and solar.
Despite the difficulties created by the Fukushima
crisis, the governments of the Czech Republic
and Poland are still actively pursuing programs to
develop nuclear power. The Polish government is
planning to build two reactors for a total amount of
£14.4 billion to £16 billion.
Another opportunity is the possible development of
the indigenous shale gas sector in Poland. Currently
both Polish and international firms are signing
agreements to explore and exploit the Polish shale
gas resources.
CEE * countries are to develop much faster than Euro areas in the years to come
3.5
3.0
2.5
CGP growth rates IMF forcast

in second place with US$14 billion (£8.54 billion), followed by the
Czech Republic with US$5 billion (£3.05 billion). The investment flow
to the CEE countries in 2011 comprised more than 3% of the total
worldwide amount.
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- 0.5
* Excluding Austria belonging to euro

Key: ■ CEE (weighted average) ■ United Kingdom ■ Euro area

Source: PwC analysis based on IMF data
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Financial Services
The size of the financial services sector in most CEE economies is still
much smaller than in the mature western markets. The ratio of the total
value of banking assets to GDP in CEE varies from 0.6 in Romania to
1.5 in Slovenia. The same ratio in Austria is 3.7, which is close to the
average for Western European countries. It means that the market growth
potential for the sector is still substantial, with average expected growth
rates significantly exceeding those for GDP.
One should also observe that in most CEE economies, partially thanks to
market underdevelopment but also due to the sound lending practices
of market participants and the conservative approach of consumers
20

Current account balance (% of GDP)

Annual CPI inflation rate

According to the IMF forecast CEE* countries’ ecomomies will develop in stable
manner in years to come
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Source: PwC analysis based on IMF data

CEE* countires’ public debt problem is much less acute then in the rest of the EU

100
80
Public debt (% of GDP) IMF data for 2011

Healthcare
The rapid development of the healthcare sector will be the natural
consequence of the economic development of the CEE countries. The
current ratio of healthcare expenditure to GDP in the CEE economies
(excluding Austria) is slightly above 7%, whereas the OECD average is
above 9%. This means that the sector will not only follow the higher than
economic growth rate in these countries but will also increase its share
in these economies.
Currently (2012 estimates) the size of the sector in the CEE Region is
£104 billion with around £21 billion spent annually on pharmaceutical
products, £78 billion on health services and £6 billion on medical devices.
Poland is the biggest CEE market with the potential for rapid growth; total
spending is £29 billion and the expected growth rate is 7% per annum
during the next five years.
Although government regulations concerning the sector (the
pharmaceutical industry in particular) are still strict, the ongoing
integration with the EU markets has resulted in a gradual easing of the
rules and has created more and more opportunities for foreign players.
The governments are also developing innovation friendly polices making
these markets attractive from the point of view of R&D and clinical trials.
The long tradition of pharmaceutical production in these countries
has also created a large number of qualified research and production
workers. Last but not least, the ageing population and increasing interest
in self-treatment and private sector healthcare makes the CEE countries
an attractive location for investment.
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and enterprises, the banking and financial services sector
emerged from the financial crisis of 2009 in relatively
good shape. This means that the financial sector in the
Region is not only an attractive but also relatively safe
investment opportunity.
Taking the above into account, it is not surprising that
despite the expected global macro economic slowdown, the
market forecasts for the banking and financial sector in the
Region are predominantly optimistic. It is expected that the
Polish market will grow in the years 2012 to 2016 by around
70%, the Slovakian market by 45% and the Czech market
by 26%.
Business Process Outsourcing and Shared Services
Centres (BPO/SSC)
CEE countries are currently the first choice locations for BPO/
SSC investment in Europe. They offer stable economies,
EU standards and have a well qualified labour force with
extensive foreign language skills and a strong work ethic.
These are accompanied by solid support offered by central
and local administrations at various levels, which offer a
number of incentives for potential investors.
Poland is the biggest potential investment location, with
the highest number of potential staff. Almost two million
students are currently learning at Polish universities and
many of them are studying in business related faculties.
The real estate business is still developing and a significant
amount of new office space is being offered at reasonable
prices. It therefore does not come as a surprise that Poland
has become a leading destination for offshoring services.
Currently in Poland there are 280 BPO/SS centres and 75,000
people are currently employed in this relatively new industry.
A number of companies have already decided to locate
their finance & accounting, research & development and
IT centres to the CEE Region. These are located near the
biggest cities, taking advantage of the well developed local
infrastructure, good education and research institutions and

the high quality of the labour force. The quality of the services
combined with the cultural and institutional proximity to
Western European standards, gives the Region a comparative
advantage vis-a-vis the low cost competition from India or
the Philippines.
Retail
The development of the retail sector in the CEE countries is
strictly dependent on the general macro economic situation.
When the rate of economic growth in CEE is higher than
in the rest of Europe, then so will the rate of growth be in
the retail sector. One can estimate the current (2012) size of
retail spending in the CEE to be £320 billion.
We assess that the average growth rate of retail sales
till 2016 will be close to 5% to 6% per annum, which
would mean a doubling of the market within the next
13 years. The rate of growth should be even faster
for the Mass Grocery Retail category, including hypermarkets,
as the market saturation for this category in most CEE
countries is still below the EU average.
Following the increasing incomes of CEE consumers, the
other retail categories should also grow dynamically. This will
apply, in particular, to the more mature markets of the Region
such as Poland, the Czech Republic, Hungary, Slovenia and
Slovakia. There are important growth opportunities for
non food retail chains and in the clothing, footwear and
furniture segments.
Security and Defence
There are several factors for the attractiveness of the security
and defence sector in CEE countries for foreign players. First,
all CEE countries covered by this report are active members
of NATO. NATO requires constant modernisation of the
countries’ armed forces, in order to fully integrate them into
the NATO defence structures. Therefore, despite the current
macro economic slowdown, public expenditure on internal
and external security will be the last to be cut and the
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current ratio of defence expenditure to GDP, will be at least unchanged in
all countries.
Poland is the biggest market with a total annual defence expenditure of
around £8 billion, comprising 1.9% of the country’s GDP. The share of
defence expenditure versus GDP in the other CEE economies does not
exceed 1.5%. The relatively high level of defence spending in Poland
not only results from its strategic geopolitical location but also from the
long term ambition of Polish governments to play an active role in future
international military operations implemented by NATO, the EU or the UN.
Therefore, the probability that spending will remain at least at the same
level as in recent years is high.
The level of development of the defence industry in the Region is also
a strong argument for any potential investor. The defence industry is
particularly strong in Poland, the Czech Republic and Slovakia. The
industry is not only well placed to serve the needs of the national armed
forces but also international markets. Strong ties with the largest Western
European firms, the high quality of human capital and openness to foreign
capital and technology, are all important factors affecting the development
potential of the defence industry in the Region.
So, where is the UK?
According to the latest report prepared by UK Trade & Investment, the
UK’s share of total imports into the CEE countries in the first half of 2012,
was around 3%. The Germans, who dominate the CEE markets, export
almost 15 times more, the Italians four times more, the French twice as
much. Total UK exports, which amounted to £4.9 billion, were comparable
to those of Spain and are much smaller than those from the Netherlands,
Russia or Belgium. The CEE Region is still not on the radar of the UK
business community. The UK’s exports to each of Switzerland, Belgium,
Ireland and the Netherlands are bigger than those to the entire CEE Region.
If the UK were able to match its main competitors in the CEE markets,
namely, Germany, France and Italy, before 2020, the total gains for the
UK economy would amount to £58 billion. Almost 30% of this could be
achieved if UK business focused only on Poland and 80% if efforts were
broadened to the Czech Republic, Romania and Hungary. It is definitely
the time to fully exploit this strong group of emerging economies so close
to the UK. ■
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More than US$47,000 millions was invested in CEE in 2011

Slovakia 2,143
Romania 2,670

Poland 15,139

Slovenia 999

Austria 14,128

Bulgaria 1,864

Hungary 4,638

Czech Republic 5,405

Source: PwC analysis based on UNCTAD data
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Investing in CEE - some legal Q&As
In the last 20 years, the CEE Region has welcomed foreign investment with
significant success for stakeholders. With an already large membership
of CEE countries in the European Union (and with more to come), the
accompanying legal stability and harmonisation means that foreign
investors, particularly those within the EU, are in a strong position to take
full advantage of the exciting opportunities within these emerging and
growing markets. This article seeks to answer some basic legal questions
that a UK investor may have when considering investment into the CEE
Region, with a particular focus on the major CEE economies of Poland,
the Czech Republic, the Slovak Republic, Hungary and Romania.
Q1. Are there any restrictions on foreign investment in CEE countries?
In general, there are no restrictions on foreign investment in CEE countries,
particularly where the investor is from within the EU. However, as is the
case in the UK, for certain regulated sectors such as financial institutions
(e.g. banking and insurance), defence and telecommunications,
approvals may be required (regardless of the nationality of the investor)
with ongoing supervision by the relevant authorities. In addition, there
can sometimes be restrictions on direct foreign ownership of land and
real estate (such as in Hungary, Romania and the Slovak Republic) albeit
that there is generally an easy solution to address this, i.e. the use of a
locally incorporated company to own the title in the relevant assets.
Q2. Do UK investors face any practical difficulties with national
authorities in terms of “red tape”?
With increasing levels of cross border investment in CEE countries
over the last 20 years, the relevant national authorities are generally
well experienced in dealing with foreign investors and approving
necessary applications and registrations. In almost all cases, the relevant
administrative procedures will be conducted in the relevant local
language (sometimes information provided by local authorities will be
made available in English, particularly on websites). The processes can
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sometimes be relatively formalistic, for example, requiring the use of
notaries and official translations of documentation. Therefore, in order
to avoid any unexpected difficulties, it is advisable that when considering
making an investment into the CEE Region, an investor should instruct
an experienced law firm in the country in question which has native
speakers, who are legally qualified in that country to assist in navigating
through the applicable processes and dealing with communications with
local authorities and courts.
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Q3. What protections are afforded to investments made by UK
investors in the CEE Region?
Investors can take comfort in the harmonisation of certain laws in the
EU, particularly those relating to trade, commerce and industry. In other
words, subject to occasional local rules and requirements, a UK investor
should find that in the context of making investments in companies and
businesses in CEE, the applicable laws and regulations should be broadly
consistent with those of the UK. In addition, in most CEE countries,
such as Poland, the Czech Republic, the Slovak Republic, Hungary and
Romania, bilateral investment treaties are in place with the UK. These
investment treaties provide for the reciprocal protection of investments,
including the unrestricted transfer of any returns made on investments.
Many countries in the Region are also party to multilateral treaties,
including in relation to the settlement of international disputes. Finally,
double taxation treaties are also in place between certain CEE countries,
such as Hungary, Poland and Romania, on the one hand and the UK on
the other.
Q4. Are there any available incentives for UK investments into the
CEE Region?
Most CEE countries offer varying forms of investment aid and subsidies
in a number of areas and across many sectors. The eligibility criteria
generally include a minimum investment threshold and new job
creation. Typical examples of where subsidies and state aid can be
available include research and development activities and employee
training. The sectors which usually participate in the relevant schemes
include but are not limited to, the automotive industry, electronics and
technology industry and tourism. Almost all of the leading CEE countries
offer different types of tax relief at state and local level. For example,
Poland has special economic zones which offer income tax exemption on
income generated from business activities conducted within such zones.
Finally, EU (and national) grants can be available in certain industries,
such as the renewable energy sector.
Q5. Do international lending banks have a track record of providing
debt financing and other services for investments into the CEE Region?
As one would expect in an already developed and growing region, CEE
is home to a number of substantial domestic and international banks

but it also attracts the more familiar international banks from around the
world, including from the UK, US, Germany and China. While a small
number of the CEE based banks tend to dominate the local financing
market, the international overseas banks often provide financing for
foreign investments into the Region across virtually all business sectors.
Currently, overseas banks have a particular focus on the real estate
(mostly office space and retail projects), energy (oil & gas, wind, solar
and hydropower), project financing and infrastructure sectors. In addition
to providing financing, the local and international banks generally have
experienced teams of corporate finance advisers based in London and
in most of the countries in the Region who provide transaction advisory
services to those seeking to make investments into CEE.
Q6. Are there any restrictions on repatriating cash generated in the
Region to the UK?
Broadly speaking, subject to applicable local taxation, there are few
restrictions on foreign payments (e.g. dividend, interest and royalty
payments) generated from investments in the principal markets in the
CEE Region. Having said that, as with any investment, careful tax planning
will always be required and certain issues will need to be considered on
a case by case basis, such as those relating to withholding tax, transfer
pricing and thin capitalisation rules.
Q7. Are there any particular features of local employment/labour
laws that a UK investor may find unusual in CEE Region?
The essential characteristics of employment laws within Poland, the Czech
Republic, the Slovak Republic, Hungary and Romania are consistent
with European legislation. Having said that, there will be local rules and
regulations that may not be familiar to a UK investor and it is important
that appropriate legal advice is sought when making an investment
into the Region which involves employees. For example, in the Czech
Republic and the Slovak Republic, an employer may only terminate an
employment contract for specific reasons contained in applicable law
(and not for breach of employment contract which would otherwise not
be a breach of applicable law). Investors should check with their legal
advisers whether the types of issues one would normally see in M&A
transactions would apply in the Region, such as employee notification
and consultation. In addition, it would be prudent to seek advice on
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more general employment law issues in relation to the ongoing
operation of a business, such as collective bargaining arrangements,
pension contributions, social benefit funding and working schedules.
Q8. Can English law be used as the governing law for transaction
documents and are there any issues with enforcing English law
documents in CEE countries?
English law is often used for sale and purchase agreements and
financing agreements in the context of foreign investment transactions
into the Region, particularly when international companies and banks
are involved. However, certain documentation (usually relating to the
transfer of shares, assets or real estate) will need to be governed by
local law. While, as a technical matter, local courts in CEE countries will
give effect to English law, because those courts will not be familiar with
English law, it is usually the case that most parties will provide for English
courts or arbitration as the forum for disputes in the relevant transaction
documentation. English law judgments made by English courts and
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arbitrators will generally be recognised and enforced in the courts in
CEE countries, subject to certain exceptions such as local laws relating to
enforcement of security and insolvency. ■
White & Case is a leading global law firm with lawyers in 38 offices
across 26 countries. We have a full service office in London with
nearly 400 lawyers and over 1,200 lawyers across 21 offices in
Europe, including the Czech Republic, Hungary, Kazakhstan, Poland,
Romania, Russia, the Slovak Republic and Turkey, providing counsel
and representation in virtually every area of law that affects cross
border business. Our expertise and diverse team of local, English,
and US qualified lawyers consistently deliver results for our clients.
To find out how we can assist you please contact:
Ashley Ballard +44 20 7532 2128, aballard@whitecase.com
John Cunningham +44 20 7532 2199, johncunningham@whitecase.com

ENERGY

Energy investors
should look to Central
& Eastern Europe

While other industries are struggling with some
unintended and detrimental consequences of
the global financial crisis, the energy sector in
Central & Eastern Europe seems to have been
less affected by the economic downturn.
In the recent Deloitte Central Europe Top 500
report, seven out of the top ten are energy
and resources companies, with revenue
growth figures from 5% to 45% higher in 2011,
compared to the previous year.
In the first ten years of the millennium, the
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energy production mix (with the exception of Austria at 72%). Energy
produced from gases varies from 5% in Poland through to 31% in
Romania and 54% in Croatia.
While as much as 60% of Slovakia’s energy comes from nuclear power,
countries such as Poland and Austria have no atomic plants and half or
more of the energy in countries such as Bulgaria, the Czech Republic and
Poland is produced from solid fuels, including hard coal (46%, 67% and
83%, respectively).
It is estimated that by 2030, domestic gross demand for electricity in
Poland will double from 163.2 terawatt hours (TWh) in 2011. In order
to keep up with the rising demand, the installed capacity of power
generators should grow from about 35 gigawatts (GW) in 2008 to about
52GW in 2030. Since 1980, the country has been a net energy importer
and the resources of raw materials needed for electricity generation are
not sufficient to maintain an adequate level of energy security.

Region’s total energy consumption grew by over 10% and is expected to
increase even further. On the other hand, there are the European Union’s
20-20-20 goals for 2020 – Member States have made a commitment to
reduce consumption of primary energy and greenhouse gas emissions
and to increase the share of renewable energy, all three by 20%
compared to 1990.
Repairing the past
The CEE countries are pressing on with energy infrastructure plans after
many decades of underinvestment. The need to invest in new power
generation capacities and to refurbish the existing ones is among the
most important medium to long term challenges that the energy sector in
the Region must face up to. This includes investment in the transmission
sector, both in electrical power engineering, as well as gas transmission
and production.
According to the European Commission, renewables constitute between
8% (the Czech Republic) and nearly 20% (Croatia and Slovenia) of the
28

Atomic operations
In 2005, the Polish government decided that the country should
introduce nuclear power. Four years later, a Ministry of Economy’s report
confirmed that the use of nuclear energy sources would be the most cost
effective method of CO2 emission reduction and the most stable supply of
energy resources.
According to the National Nuclear Program adopted in 2011, the first
nuclear plant is scheduled for completion in 2020. Ten years later, Poland
is expected to generate nuclear power of at least 4.5GW, thus exceeding
15% of the country’s total predicted energy capacity, with coal’s share
falling to 60%.
The uranium required for energy generation could be acquired from
both external and domestic sources. Identified natural uranium resources
in Poland would suffice for 45 years and predicted resources for as long
as 625 years.
In February 2012, Polska Grupa Energetyczna (PGE), Poland’s largest
power group by capacity, confirmed its earlier plans to construct two
nuclear power plants. Zarnowiec, Choczewo or Gaski, all three a short
distance from the Baltic Sea, have been chosen as suitable locations for
the first plant. PGE estimates the cost of a single 3GW plant at around
£8.4 to £8.8 billion.
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Currently, about 32% of energy produced in Bulgaria comes from the
2GW Kozloduy plant and the country plans to keep nuclear energy as
one of the key sources in its power mix.
The Czech Republic has a similar goal. CEZ, the country’s largest producer
of electricity, is planning to invest some £9.6 billion in the construction of
two new reactors at the Temelin nuclear power station. The first reactor
became operational in July 2000 and the other, three years later.
New third generation reactors are intended to replace CEZ’s aged coal
fired plants, reduce CO2 emissions and strengthen the Czech Republic’s
position as a regional power exporter.

Creative thinking
In order to reduce financial risks for a single company, particularly given
current difficult economic conditions, the Polish government suggested
that PGE look for investment partners. In September 2012, the company
signed a letter of intent with the state owned copper giant KGHM Polska
Miedz and power utilities, Tauron Polska Energia and ENEA, which will all
take minority stakes in the first atomic plant construction project.
Bulgaria has recently commissioned Westinghouse Electric Company to
prepare a proposal for a third reactor at the Bulgarian Kozloduy site, on
the Danube River near the Romanian border. The government, which
plans to offer up to 49% of shares to foreign investors, says that the new
project will have a variety of suppliers.
In March 2012, the country shelved plans to build a new plant at Belene
after failing to attract foreign investors for the £8 billion project. Now
the American contractor must work out how to use a 1GW reactor built
by Russian firm Atomstroyexport, for the Belene nuclear project at the
Kozloduy site.

Bidding for good
In July 2012, CEZ received three bids for its project from the French
energy company Areva, a consortium of Westinghouse Electric Company,
LLC and Westinghouse Electric CR and another spearheaded by Skoda
together with Russian owned Atomstroyexport and OKB Gidropress.
The Czech state owned energy company plans to choose the winner of
the tender before the end of 2013 and start construction work no later
than 2016.
Prior to this, CEZ may hold another public tender to choose a strategic
partner that would help finance the Temelin expansion after the supplier
is chosen. While the company is capable of covering the costs of
the Temelin expansion on its own, through a combination of cash
flow and debt, the management board recommends inviting another
investor, which would give the Czech utility a freer hand to finance
other projects.
Hungarian Paks expects at least five bidders to compete for the upcoming
tender to expand the nuclear power plant for up to 3GW in new nuclear
power capacity, which is expected to cost about £7.6 billion. State owned
MVM, the company implementing the plan, will set up a fully owned
project company for the investment.
The new nuclear blocks should come online between 2020 and 2030,
increasing the country’s reliance on nuclear power to 60% of the
electricity mix.
Hungary needs major new electric plants to replace ageing power stations.
The current plant at Paks uses four Russian made reactors with a total
capacity of 2GW and produces about 40% of the country’s electricity. The
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the site began in 1982; Unit 1 has been in operation since 1996 and Unit
2 since 2007.
Krsko, a nuclear power reactor shared by Croatia and Slovenia, has been
operational since 1981. The plant, which is located in eastern Slovenia,
satisfies 35% of the country’s demand and some 15% of Croatia’s. In
2008, this first western nuclear power plant in Eastern Europe generated
a record 5.8 billion kilowatt hours (KWh), split equally between the two
neighbouring countries.
A further Krsko unit of 1.1GW to 1.6GW is now under consideration.
The cost is estimated at up to £4 billion and it would be fully owned by
Slovenia. Construction work is expected to begin in 2013 and the second
nuclear unit should be operational in 2017. Croatia is monitoring the
erection of a new 1GW nuclear plant of its own in the eastern part of the
country, near the Serbian border.

old reactors, built between 1982 and 1987, are undergoing refurbishment
and lifespan extension work and are expected to stay operational until
the 2030s.
In search of playmakers
At the same time, the £3.2 billion project for the construction of two
nuclear reactors within the existing Cernavoda nuclear plant is still on
Romania’s table. NuclearElectrica, the nuclear power plant operator,
together with private investors, is expected to build reactors three and
four for the Cernavoda power plant, aiming to generate about 30% of
Romania’s electricity by 2019.
In March 2012, the government announced it had a backup plan to build
only one of the two planned reactors in case private investors are not
interested in building both reactors. The government also considered
modifying some conditions and to extend the selection process for
companies interested in this project, in order to grant them the possibility
to get involved through technology and equipment and the possibility of
stopping the project to start again from basics.
The Cernavoda site is designed for five reactors. Initial construction on
30

Costly withdrawal
While other countries in the CEE Region have set out goals to
expand nuclear resources, Slovakia’s challenge is to complete the
decommissioning process. Currently, the country owns four nuclear
reactors, two in Bohunice V2, operational since 1984 and 1985 and two
in Mochovce, which started generating energy in 1998 and 1999.
Two older Soviet style nuclear units at Bohunice V1, which became
operational in 1978 and 1980, were closed ‘prematurely’ in 2008 as a
condition agreed in the EU accession treaty of Slovakia. The European
Commission created the Bohunice International Decommissioning
Support Fund, administered by the European Bank for Reconstruction
and Development, with a total budget of £352 million. So far £61 million
has been spent. Another £224 million should be used from the National
Nuclear Fund.
However, the government estimates the total decommissioning costs
of the two reactors at £880 million and hopes to receive at least £148
million more from the EU to continue decommissioning. The whole
process started in 2011 and will last until 2025.
This does not mean Slovakia is no longer interested in expanding its
atomic energy facilities. On the contrary, Italian utility company Enel
wants to invest £2.4 billion in Slovakia’s power sector. The majority will
go to the expansion of the Mochovce nuclear power plant, which is
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estimated to cost £2.2 billion. Two new nuclear power reactors, named
Mochovce Three and Four, are expected to be completed by 2014 and
will add 880 megawatts (MW) of capacity.
Declaring independence
Between 2012 and 2020, Slovakia’s overall power generation is expected
to increase by an annual average of 1.27%, reaching 30.1TWh. Annual
0.7% and 3.5% gains in gas fired and nuclear generation will enhance
this growth, offsetting a 5.1% average annual decline in coal fired
electricity supply. Thanks to the investments and subdued demand
growth, Slovakia should further reduce its reliance on imported gas as a
fuel for power generation.
In order to reduce the country’s relatively high dependence on energy
imports, Croatia has launched an energy investment drive worth between
£8 billion and £12 billion by 2020. Currently, the country imports some
80% of its oil needs, 30% of its gas consumption and more than 30% of
its electricity.
The first project in the pipeline is the construction, operation and
maintenance of a new £640 million 500MW coal fired power plant at
Plomin, on the Istria Peninsula. The plant will be built adjacent to the
Plomin A and B power plants, now owned and operated by German
company RWE and Hrvatska Elektroprivreda, Croatia’s national electricity
company, which owns and operates more than 4GW of installed
generation capacity, including, 25 hydroelectric plants and eight thermal
power plants fired by oil, natural gas and coal.
In the tender, completed in September 2012, six companies have
expressed interest in becoming a strategic partner of Croatia’s power
utility. The binding bids are expected by the end of the year and the
strategic partner to be selected by the end of the first quarter of 2013.
Maintaining the grid
Romania’s energy sector is one of the least dependent on imports but
still requires investment in the electricity grid. A significant percentage
of the generation assets are already past their useful technical life, with
30% being approximately 40 years old. Many power plants require
refurbishment and modernisation to meet EU requirements.
In August 2012, Transelectrica, the country’s power grid operator, won a

£36 million credit line to finance investments in upgrading the grid. About
£400 million is needed for the development of ten lines of 400 kilovolts
(KV) by 2022, which the renewable energy sector, mainly wind, could
use to transport the generated electricity to end users. The grid operator
has started developing capacities that will allow electricity exports to a
regional market that will be set up by 2015.
In March 2012, the Romanian government had sold a 15% stake in the
power grid operator for about £30.1 million, setting the stage for further
privatisation deals that could raise nearly £1.6 billion. The companies
to follow Transelectrica in the process are Nuclearelectrica, Romania’s
nuclear energy producer; Hidroelectrica, the country’s hydropower
generator; as well as Romgaz and Transgaz.
Also in March 2012, OMV Petrom and ExxonMobil discovered a natural
gas deposit of 42.5 to 85 billion cubic metres (m3), equivalent to three
to six times Romania’s annual consumption, under the Black Sea, 170
kilometres (km) off the Romanian coast. The first gas could be obtained
at the end of this decade.
Earlier, in 2008, Petrom had started a £400 million investment in
its 860MW gas fired plant in Brazi. Now, after the discovery, the company
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is considering building a new power plant with a similar capacity to
the Brazi one.
Romania dominates the Region’s petroleum industry, with ten of
the region’s 11 refineries. Because its refining capacity far exceeds
domestic demand, the country exports a wide range of oil products
and petrochemicals.
According to the 2008 BP Statistical Energy Survey, the Region’s second
largest country by population had, in 2007, proven natural gas reserves
of 620 billion m3, 0.35% of the world’s total. The country is the largest oil
producer in CEE with reserves of 956 million barrels.
Looking East
Bulgaria wants to buy some Romanian natural gas in order to diversify
its supplies and build a 25km cross border gas link with Romania. The
£19.2 million gas interconnector with Romania will be completed and
functional by the end of May 2013. The pipeline will have an annual
capacity of between 0.5 and 1.5 billion m3 of natural gas, representing
half of Bulgaria’s consumption.
In August 2012, the Bulgarian government closed a deal with Russia’s
Gazprom and committed itself to the development of the South Stream

pipeline and agreed on long term pricing for Russian natural gas. The
country is key to the project. The offshore section of the South Stream
pipeline, estimated to cost over £12 billion and planned to transport 62
billion m3 of gas each year, reaches the Bulgarian coast north of Varna
and then runs across the country before splitting in two branches – one
towards Vienna, the other through Greece and on to Italy.
The construction of the 250km pipeline on the Russian territory has
already begun and work on the offshore section should commence in
December 2012. The first Russian gas through the new pipeline will reach
Bulgaria in 2015. The South Stream pipeline has been in competition with
the Southern Gas Corridor project, which aims to bring gas to Western
Europe from Azerbaijan. The Shah Deniz Consortium, owners of Shah
Deniz II in Azerbaijan (BP 25.5% and operator, Statoil 25.5%, Total 10%,
LUKOil 10%, SOCAR 10%, NIOC 10%, TPAO 9%), will decide on their
preferred pipeline route from the Shah Deniz II field into the EU by mid
2013. There are two options: Nabucco-West and the Trans Anatolian
Pipeline (TAP). The current Nabucco-West pipeline design is based on
a pipeline diameter of 48 inches with the capacity to transport between
10 and 23 billion m3 per year. The pipeline is approx 1,300km in length
(Bulgaria 413km, Romania 470km, Hungary 380km and Austria 47km).
The Nabucco Gas Pipeline International GmbH, located in Vienna, is
made up of the following shareholders; OMV (Austria), BEH (Bulgaria),
REWE (Germany), FGSZ (Hungary), Transgaz (Romania) and BOTAS
(Turkey).The Nabucco is the most cost effective solution and covers a
market of 500 million consumers across Europe. Nabucco West connects
national grids in transit countries and provides alternative gas supply to
all countries in South Eastern Europe. Following an investment decision
expected in mid 2013, construction is scheduled to begin Q3 2015 and
operation from Q4 2018.
Welcome alternative
The Southern Gas Corridor project is supposed to ease Central & Eastern
Europe’s reliance on energy imports from Russia. The CEE countries
hope that shale gas, with basins already located in the Region, will help in
that too. The pressure is high; according to a recent study by consultancy
KPMG, 69% of the gas consumed in the Region is imported, nearly all of
it from Russia. Based on 2010 annual consumption rates, the estimated
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much higher than in the United States. According to Schlumberger Ltd,
the oil field services supplier, drilling a shale gas well in Poland would
cost almost three times as much as in America, or £6.8 million for a depth
of 2km and shale depths in Europe are on average 1.5 times greater. That,
according to the Oxford Institute for Energy Studies, means there is a
need for powerful rigs, more powerful pumps and more fracturing fluids.
These challenges as well as difficult land access, inadequate infrastructure,
the potential risks that shale gas developments and associated hydraulic
fracturing may present to human health and the environment, discourage
some countries from continuing exploration. In January 2012, Bulgaria
cancelled a decision to award a licence to Chevron and implemented a
moratorium on shale drilling. The Czech Republic and Romania have also
put shale gas exploration on hold.
amount of shale gas in the CEE Region is 4.1 trillion m3 and has the
potential to cover the Region’s gas demands for decades.
Poland has some of the largest shale gas reserves in the Region which
is estimated at 1.9 trillion m3, of which a maximum of 0.8 trillion is
considered technically recoverable, with about 60% located in the
eastern and north eastern part of the country, with the rest in the south.
According to the Polish Geological Institute, the current reserves are
lower and equal 0.3 to 0.7 trillion m3 of recoverable shale gas. Even
though the figure is significantly lower, it would still make Poland
Europe’s third largest holder of gas reserves and satisfy the country’s
demand for natural gas for 35 to 65 years.
The Region’s most populated country would also benefit from an
economic stimulus in terms of the tax receipts that a vibrant shale
gas industry might provide, as well as the employment that domestic
production would deliver.
The Polish government sees that potential. Since 2007, when the first
exploration started in the Region, the Ministry of Environment has
awarded over 100 concessions to around 30 companies or consortia
including San Leon Energy, ExxonMobil, PKN Orlen, Chevron and
Marathon Oil & Gas. Most of them believe it will take three to five years
to know whether gas wells in Eastern Europe would be viable.
Some estimates put the cost of exploring shale gas in Eastern Europe

Wind of change
None of these countries intend to suspend any projects for developing
renewable energy. Romania plans to raise the share of green power in its
power consumption mix from today’s 17% to 24% by 2020 to meet the
common EU target. Hydropower comprises 93% of the country’s present
renewable energy generation. Its share is projected to drop to 80% in
2015, although its absolute output will increase. Electricity from biomass
and wind energy is set to triple, reaching a share of 15.6% and 4.3%,
respectively, over the period.
Recently, Romania’s wind power market was one of the fastest growing
in the Region, with installed capacity surging from 7MW in 2007 to
462MW in 2010. The total installed capacity of wind farms in the country
is expected to reach 5,000MW by the end of 2016, after several large wind
farm projects go on stream.
Consequently, in Ernst & Young’s Country Attractiveness Indices February
2012 report, Romania climbed into the top ten most attractive countries
in the world for investments in wind energy for the first time. So far a
number of investors have noticed the country’s potential. The most
recent one is Filasa International, a French company, which announced
it would invest about £1.1 billion in ten wind parks in the coming years.
Ernst & Young’s index ranked Romania in the same place as Ireland
and Poland, whose offshore wind potential received a boost in the first
quarter of 2012, attracting 47 applications from investors seeking to
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develop wind power projects off its Baltic coast. At the end of March 2012,
Poland awarded the first licence to develop an offshore wind farm. This
has increased the country by a point in the offshore wind index.
From 2006 to 2012, the installed capacity of wind energy in Poland has
grown 20 fold, as developers have taken advantage of good wind speeds,
particularly in the north west of the country.
Although the growth of wind power is impressive, it still forms a small
part of Poland’s energy mix, accounting for just 1.7% of the country’s
electricity production in 2011. According to the local Renewable Energy
Institute, the country is utilising just 17% of its potential in renewable
energy resources, with wind and solar a mere 0.2% of potential.
A carrot or a stick?
So far the renewable energy drive has focused on onshore wind farms
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and the use of biomass, which essentially involves mixing wood and other
plant material with coal before it is burnt in coal fired power stations.
Biomass co-burning is the largest source of renewable power in Poland’s
energy mix, as local utilities PGE, Tauron and ENEA have in the past few
years upgraded their coal fired installations as part of their green energy
drive. In 2011, biomass co-burning provided 3.1TWh of power in Poland,
out of a total output of 163.2TWh. Wind power contributed 2.2TWh and
hydropower 2.0TWh.
The Economy Ministry argues that the consumption of biomass in coal
fired power stations, which tripled from 2006 to 2011, is not economically
viable because of the high costs of imports. Being an agricultural country,
Poland is unable to satisfy the demand.
In 2010, the Economy Ministry announcement that it would change
the support system for renewable energy has frozen the market, as
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banks wait to see the new proposals. The Renewable Energy Act is now
expected to come into law in January 2013.
The Hungarian government plans to introduce a new scheme for
supporting renewable energy projects that will set feed-in tariffs and
guarantee 15 year subsidies. These incentives should help to double the
share of renewable energy in the country’s energy mix to almost 15% by
2020. Green electricity produced in 2010, however, is projected to nearly
triple to 7,790GWh by the end of the decade.
Being one of the less mountainous countries in the Region and enjoying
lower wind speeds, Hungary has a limited hydroelectric and wind energy
potential. The government wants to introduce mechanisms designed to
accelerate investment in renewable energy technologies, which should
support ongoing projects in the north west, where weather conditions
are suitable. This is expected to triple the installed wind capacity from
the end of 2010 to 900MW in 2020. The 31 hydropower plants have a
combined installed capacity of 55MW. The country plans to build more
small plants, raising its overall hydroelectric capacity to 66MW.

generates 590.2MW, which is around 25% of all electric power generated
in Slovenia.
Small can be big
In 2011, Slovenia had a total installed renewable capacity – including
hydroelectricity, biomass, solar and wind – of almost 1.5GW, an increase
of nearly 15% on the previous year. According to Eurostat, in 2010 the
country’s share of renewable energy in gross final energy consumption
amounted to 19.8%. Slovenia’s goal for 2020 is higher by 5%.
Croatia, which joins the EU in July 2013, has promised to boost the
share of renewable energy to 35% by 2020. Investments in the sector
are expected to soar to £2.4 billion over the period, as the country is
focusing mainly on the development of hydropower, wind and biomass
energy projects.
Some 40% of Croatia’s power output already comes from 25 big
hydropower stations. The government is willing to expand the potential
of small hydropower plants too and claims there is room for new small
plants with a combined capacity of 180MW. The country also estimated it
could begin the construction of some 40 biomass power plants, especially
in the eastern and central areas, which would produce electricity and heat.
In August 2012, Agrokor, Croatia’s largest company with operations in
food and beverages as well as food retailing, opened a biogas fired
combined heat and power plant worth £6 million. The facility will have
an annual output of 8GWh of electric power and 9GWh of heat.

High tide coming in
Unlike Hungary, Austria enjoys the highest mountains in Europe. The
Kaprun power stations, which are located in the Kaprun Valley in the
country’s highest part, are key to Austria’s power supply. Between 2006
and 2011, the power plant was expanded at the total cost of £324 million.
Now, with a turbine capacity of more than 6,000MW, its 90 hydroelectric
power plants produce about 22.8TWh of electrical energy every year –
Looking ahead
more than a third of all electricity consumed by Austrians.
Electricity consumption has more than tripled over the past 40 years and According to the BP Energy Outlook 2030, in 20 years the energy
is forecast to continue increasing by another 2.3% a year until 2015. Water consumption in 2030 in all OECD countries will be just 4% higher than
is by far the most important source of energy for Austria. It constitutes in 2010, with annual growth averaging 0.2%. Energy consumption per
about 60% of total national electricity output. By comparison, only 37% is capita will be on a declining trend of 0.2% annually.
produced in caloric power plants and a mere 3% from alternative energy The fuel mix changes slowly, due to long gestation periods and asset
lifetimes. Gas and non fossil fuels gain share at the expense of coal and
sources such as wind, solar and biomass.
Water is the second biggest source of energy in Slovenia, just after oil. Renewables will be the fastest growing fuels and are expected to grow
nuclear power. Dravske Elektrarne Maribor is the country’s largest by 8.2% each year.
producer of electric power using renewable resources. With eight In most CEE countries for the years to come, growth figures will be
hydroelectric power plants along the Drava River, three small power significantly higher than the OECD average – final energy consumption is
plants and two photovoltaic power plants, Dravske Elektrarne Maribor expected to increase by an additional 30% by 2030. ■
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Growing demand for higher
infrastructure investments
In the time since the millennium, the number
of cars in the nine countries of Central &
Eastern Europe (CEE) rose by 42% and in the
case of Poland it almost doubled. In 2011, 50
commercial airports in the Region handled over
85 million passengers, nine million more than
five years earlier. Within that time, Romanian
airports scored a 40% growth, the highest in
the Region.
To keep up with the infrastructural demand,
CEE is now experiencing unprecedented
investment in order to reach the development
levels of Western Europe. Over £154 billion of
EU funding has been available within the 2007–
2013 financial framework, to support these
investments. National budgets have also been
used and a growing number of projects have
been financed with private capital, primarily
through public–private partnership (PPP).
On the roads
The results are already there. Between 2005
and 2010, the total length of motorways across
the Region extended by a third to nearly
7,500 kilometres (km) and in countries such
as Hungary and Croatia they almost tripled.
Although there are more than twice as many
motorways in Poland as there were in 2005,
there is still much room for improvement.
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In 2011, the Polish government announced the
National Highways Development Plan, which
includes the construction of over 800km of
motorways and almost 780km of expressways,
with an estimated budget of £13.3 billion to be
spent until 2013.
Currently, over 1,060km of national roads are
being built, including 19 sections of motorway
(381km) and 39 sections of expressway
(598km). In 2011, Poland’s General Directorate
for National Roads and Motorways spent a
record amount of £5.2 billion - over £1.2 billion
more than in the previous year.
Bulgaria is currently building three major
highways – Trakia, Maritza and Struma – at
an estimated cost of about £660 million. The
three roads, which will be almost 560km
in total, are scheduled for completion
in 2013.
Simultaneously, two more highways are
planned: the Sofia–Kalotina Highway and the
Black Sea Highway. The first, with a length of
about 75km, will link the Serbian and Bulgarian
highway system at the cost of around £300
million. The other, about 105km, will connect
the two major Black Sea ports of Bulgaria: Varna
and Bourgas. Construction work on the latter
highway is planned between 2014 and 2020
and will cost about £280 million.
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Arousing interest
Croatia has strongly invested in developing its highway network since
the beginning of the century, mainly with a view to making road travel
easier for tourists, as the tourist industry accounts for almost 20% of
the country’s GDP. Its A1 motorway is the longest in Croatia, spanning
approximately 470km, linking Zagreb, Croatia’s capital, to Split, the
second largest city.

There are 11 motorways either completed or under construction currently.
Investment in new and existing highways during 2011 amounted to £328
million, which was 23% more than in 2010.
Apart from roads, the Croatian government intends to develop the
country’s railway infrastructure. In February 2012, the authorities drafted
projects worth over £785 million to be spent during 2012 and 2013.
The projects include modernisation of the existing railways and the
construction of new lines.
In 2011, infrastructure experts said that Croatia should focus completely
on railways, which would require at least £2.7 billion in investments in
the next 20 years. In the first phase, around £430 million should be put
in the Rijeka–Zagreb and Dugo Selo–Novska railways and £9.4 million
in the Zagreb transport hub, which would serve as Rijeka’s inland port.
It is projected that cargo transport in Rijeka will increase from six to 13
million tonnes.
Running on rails
Austria’s major investment in rail infrastructure is dominated by the
Brenner Basis Tunnel, valued at £11.5 billion. Opportunities exist in supply
and the post completion running of the project. Other rail infrastructure
projects include the new Vienna Central Railway Station and 20 other
station upgrades, as well as the doubling of rail capacity to the south
towards Italy, as part of a TENS southern corridor project. In terms of
rolling stock, both Siemens and Bombardier have significant carriage and
bogie manufacturing and the Austrian State Railways, manufacture the
Taurus Locomotive under contract from Siemens. In addition, there are a
number of Tier 2 component suppliers in Austria including Liebherr, IFE
and Knorr, as well as key infrastructure developers and designers.
Between 2007 and 2010, Slovakia regenerated its infrastructure of rail
corridors Four, Five and Six, as well as railway stations, at a total cost of
£160 million.
Between 2007 and 2012, Poland agreed contracts on renovation projects
for over 3,540km of railways. Works are still to be carried out on about
2,160km. In 2010 and 2011, the cost of the modernisation process
amounted to £78 million. In 2012, the spending is set to exceed £80
million. The renovation will enable a 200 kilometres per hour (kmph)
operation and thus shorten the time of travelling. For example, a journey
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from Warsaw, the country’s capital, to Tricity on the Baltic coast, will take
about two and a half hours, compared to six hours today.
A significant cut in travelling time is expected after the regeneration of
the railway line from Vidin to Sofia in Bulgaria, thanks to increasing the
operation speed to 160kmph. The preparation for the construction of the
278km section started in 2007 and the works, worth about £2 billion, are
scheduled to commence in 2013. A total of 30km of tunnels and another
30km of bridges will be built to serve the line.
Hungarian State Railways MAV intends to continue its work to raise line
speeds on the Szajol–Puspokladany and Gyoma–Lokoshaza lines to
160kmph and begin preparation for the modernisation of the Gyor–
Boba–Hodos and Budapest–Vacratot–Vac lines. In April 2012, the
company set out its investment plans for 2012 to 2015. They include an
upgrade of the Budapest–Szekesfehervar line, as well as reconstruction of
the Kelenfold–Pusztaszabolcs line.
Cargo express
In spring 2012, the European Commission granted funds for a railway
project in the Zahony region, in the north east of Hungary. It includes the
renovation of 42km of railways with broad gauge and is estimated at £61
million. Zahony is the hub of east–west railway freight transport, the point
where the wide gauge Eastern railway line meets the standard gauge
Western line. Before the political changeover in 1989, border crossing
transport had reached 16 million to 18 million tonnes a year. This volume
dropped to less than a third afterwards.
Romania is crossed by three important transportation corridors – Corridor
Four linking Western and Eastern Europe, Corridor Nine connecting
Northern and Southern Europe and Corridor Seven – facilitating inland
water transportation, as well as connecting the Romanian port of
Constanta to Northern Europe, through the Rhine.
In January 2012, the government adopted a memorandum, the aim of
which is to build a logistics centre for re-export in the Region and to
re-launch intermodal traffic, currently not fully exploited (railway
transport and river transport on the Danube). Romania wants to attract
freight using intermodal solutions for its transport market and to support
the development of efficient logistics corridors (green corridors) across
the country.
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Rekindling the past
In September 2012, the European Investment Bank approved a £40
million co-financing for the Corridor 4 railway construction project in
Romania, worth £232 million. The project involves an upgrade of a 42km
railway line section and increasing the speed of the railway line from
120kmph to 160kmph.
In the next EU financial framework of 2014 to 2020, Slovenia wants to
promote the development of its freight corridors to ensure competitive
cargo across Europe. There are several ongoing infrastructure projects
that contribute to the modernisation of its rail network. In the future,
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the CEE governments want to revive their rail transport through
infrastructure investments.
Speeding urban travel
In order to satisfy the demand for municipal transport, cities across the
CEE Region are expanding their existing underground systems. Bucharest,
which already has a network of four lines with a total length of 70km and
about 500,000 passengers daily, is now building a northern extension of
Line 4 and an initial section of Line 5, at a cost of over £300 million.
In August 2012, Metrorex, the company that runs the network, announced
that construction of the new 12km long line between Gara de Nord and
Henri Coanda International Airport, costing some £640 million, would
begin in 2013.
Budapest’s fourth metro line, being built at a cost of £1 billion, is
scheduled for completion in spring 2014. Warsaw’s first line was
completed in October 2008. In the same year, the city approved a second
line. Works on the 6km underground railway tunnel began in August 2010
and should be completed by 2013, at a cost of about £805 million.
Sofia finished a £76 million extension of its first line in April 2012 and the
initial 9.6km stage of the second line, four months later, at a cost of £762
million. Prague, which has the sixth busiest metro system in Europe, with
three lines, plans an extension of Line A, which is set to cost about £1.2
billion. When completed, it will stretch from Dejvice to Ruzyne Airport.
Vienna wants to extend line U1 by almost 5km. Work on the £480 million
project began in 2012 and the new stations are set to open in 2017.
the country plans to develop Corridor 11 from Germany to Turkey. After
establishing these corridors, Slovenia will be crossed by three freight
corridors (5, 6 and 11).
Twenty years ago, before the political and economic transformation,
railways used to enjoy a very high status throughout the entire Region,
both as a means of passenger and cargo transport. With the collapse
of the centrally planned economies, the state run railways were unable
to maintain their positions. Freight volumes fell to between 10% and
60% of the 1988 levels. Passenger traffic also declined, in some countries
such as Poland, Romania, Slovenia and Croatia, almost by half. Now

Green living
The U1 extension will provide public transport for the future inhabitants
of Aspern Seestadt, a new district of Vienna that covers a total area of 240
hectares (the combined areas of the 7th and 8th districts). It is located at
the edge of the Lower Austrian Marchfeld plain and the Danube Wetlands
National Park, some 9.6km from the centre. One of the venue’s elements
is Austria’s largest geothermal energy plant. Near Urban Lakeside, a
5,500m deep borehole is being set up. Geothermal energy will supply
environmentally friendly heat to approximately 8,000 apartments in
Urban Lakeside.
Aspern Seestadt, Vienna’s 22nd district, will offer space for some
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20,000 inhabitants, as well as 20,000 workplaces. It will feature leisure
and recreation areas linked to the Danube Floodplains National Park
and Danube Island, a dense network of bikeways and footpaths and a
4.6 hectare lake, set in an almost 9.2 hectare park at the heart of the
project. The entire development will take between 15 and 20 years to be
completed. The total cost of creating the new urban centre is estimated
at around £3.2 billion.
Half of this is the estimated cost of the Zagreb on Sava project, presented
by the Croatian government in April 2012. The government plans to
reconstruct public buildings, primarily schools and hospitals, through a
private–public partnership.
The Croatian capital lies on the Sava River but the area around the
riverbanks is underdeveloped. The project is set to control river flooding
through a dam with hydroelectric plants, freeing up land for a government
building and other developments and bringing the city to the river with
350 hectares for parks, housing and offices. In addition, it will also provide
an opportunity to create a science and technology park.
High tech
The Sofia Tech Park, a new technology park of almost 28 hectares, is
under construction near the Bulgarian capital. Its cost has not been
estimated but £40 million has already been earmarked under the EU
Regional Competitiveness Operational Programme. The first construction
stage of the park should be completed in 2015. It is set to be a platform
for the development of entrepreneurship and innovation in the field of
information and communication technologies, with offices, a technological
centre and a museum.
The overall development of the project will be gradual and will span
over 20 years. Initially, an incubator will be built to allow information
and communication technology businesses to develop their operations,
as well as an accelerator, in which only the most innovative companies
will work.
In the meantime, Bulgaria is focused on its water supply. In 2010, the
Ministry of Regional Development and Public Works announced its plans
to revolutionise the water sector through 48 concessions. They plan a
transfer of current utilities’ assets from municipalities to new water
associations, which will manage the infrastructure. International private
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water operators have been invited to bid for the contracts, each of which
is planned for 20 to 35 years. It is estimated that an investment of £2.8
billion to £3.2 billion is required to replace and upgrade the water supply
and sewage network.
In deep water
Towns across the country have announced a series of tenders and nine
consortia have already filed bids in a tender for the reconstruction of a
wastewater treatment plant in Bulgaria’s second biggest city, Plovdiv. In
August 2012, the country’s capital said it would upgrade its water supply
network in a £45 million project.
In 2010, the European Bank for Reconstruction and Development
approved a £160 million framework facility to provide co-financing in the
water and wastewater sector in Romania, along with the EU Cohesion
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Fund. The framework has so far provided financing for 12 regionalised
water companies for projects worth over £152 million and is considering
a framework facility extension of up to £104 million to be lent in
two tranches.
Poland is another example of a country where investment in both the
water supply and the treatment of wastewater has been prioritised in
recent years. In 2007, it launched the EU Infrastructure and Environment
Operational Programme. The biggest ever programme in the whole of
the EU, with a total budget of £30 billion, it is set to develop, expand and
modernise water and sewage infrastructure in 318 agglomerations.
In 2010, the Polish government started its Programme for Development
of Inland Waterways Transport Infrastructure. Its main objective is to
create conditions for an increase in the share of inland waterways freight
and passenger transport services in the market and to strengthen the
position of inland waterways within the transport system. The country has
Europe’s fifth longest inland waterways, which are over 3,600km long.
The scope of the programme will carry on up to the year 2047.
In 2011, cargo traffic at Poland’s largest Baltic Sea ports – Gdansk, Gdynia,
Szczecin and Swinoujscie – reached 58 million tonnes. All construction
work carried out now aims to enhance access to the ports, both from the
sea and land, as well as expanding their capacities.
Ships coming in
The most significant investment in the port of Gdansk is the construction
of a container and Ro-Ro terminal facility, which opened in October
2007 and cost £152 million. With its infrastructure developed specifically
to suit the deep sea container market, up to 16.4m depth, Deepwater
Container Terminal Gdansk is the fastest growing terminal in Poland. In
2011, the port handled 25.3 million tonnes of cargo. Now DCT Gdansk,
the facility’s operator, wants to open another terminal by 2015, at a cost
of £160 million.
In August 2008, the Polish government confirmed the construction
of the LNG terminal in Swinoujscie, on the western coast of Poland,
regarding it as a strategic investment for the country, compliant with its
plans for diversification of sources and routes of natural gas supply and
guaranteeing energy security.
In the first stage of operation, the terminal will enable the re-gasification

of 2.3 billion cubic meters (m3) of liquefied natural gas annually. In
the next stages, depending on the further growth of demand for gas,
its dispatch capacity may increase by 0.4 billion m3 The terminal is
set for completion in June 2014 and its total cost should not exceed
£590 million.
Sailing ahead
Approximately £190 million will be spent on the relocation of the ferry
port of Zadar to the area of Gazenica, 3.7km south of its current location.
The existing ferry terminal of Zadar is the main access to the Croatian
islands and ranks second per number of passengers on the Adriatic, after
the port of Split. It also has an important role as a connection between
ferry terminals located along the Croatian coast and more generally along
the Adriatic and Mediterranean coasts. The relocation was required due to
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the lack of available area for expansion in the current port. Construction
work started in May 2009 and is expected to end in 2013.
The Bulgarian government announced tenders to grant 35 year
concessions for the Danube ports of Lom, Nikopol, Vidin, Tutrakan
and Ruse, as well as the Black Sea ports of Nessebar and Bourgas. The
minimal investment in the Danube port of Lom, one of the largest
Bulgarian river ports, is set at £2.6 million. Between the 5th and the 35th
year of the concession, the investment should exceed £6.5 million. The
bidders are expected to offer port services, management, maintenance
and to perform construction work.
With flying colours
The growing number of destinations served by budget airlines, as well as
the increasing popularity of air travel, has led to calls for the expansion
of existing airports and the building of new ones. At the beginning
of September 2012, Aerodrom Ljubljana invited tenders for the
construction of a new passenger terminal, a cargo terminal and a small
logistics centre.
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The existing terminal, built in 1973, has an area of 13,000 square
metres (m2). The new one, which will cover an area of 31,215m2 will
have a capacity of 1,800 passengers per hour. After completion in 2017,
at an estimated cost of £93.5 million, the new terminal will be used for
transportation and partly converted for commercial purposes.
Recently, Polish cities such as Gdansk, Wroclaw and Poznan opened
brand new airport terminals at the cost of £48.5 million, £74.5 million
and £19 million, respectively. Gdansk Airport can now handle up to
five million passengers a year, Wroclaw Airport up to seven million and
Poznan up to 3.5 million passengers.
Construction work on Krakow’s new terminal is scheduled for completion
by 2014 and will cost some £78 million. When completed, the terminal will
have an area of 55,700m2 and the capacity for eight million passengers a
year. Warsaw Airport is Poland’s largest airport and after the renovation of
Terminal 1, which started in September 2012 and will finish by the end of
2014, it is set to handle up to 26 million passengers a year.
In 2012, two more Polish airports were opened. Warsaw Modlin, a
regional airport for low cost and charter airlines, became operational
in July at a total cost of £75 million. Within the first month of opening, it
handled over 160,000 passengers. Lublin Airport, with construction costs
of £98 million, was opened in the autumn.
Ole football
According to the Polish Civil Aviation Office, Poland spent around £1.2
billion on the extension of the country’s airports, which are now ready to
handle up to 40 million passengers per annum.
Hundreds of projects being completed across the Region show that,
despite the historic under investment in public and social infrastructure,
Central and Eastern European countries are able to meet growing demand
and make significant capital investments to reach the infrastructure
development levels of Western Europe.
Poland, which co-hosted the UEFA Football Championship with
Ukraine in June 2012, finalised over 200 infrastructure projects worth
about £21.5 billion, within five years after the games were awarded to
the two countries. The championship added some 1.5% to Polish
GDP and thanks to the biggest sporting event in Poland’s history; the
projects were completed three to five years earlier than they would have
been otherwise. ■

GLOBAL EXPERTISE
LOCAL PEOPLE
OFFICES AROUND THE UK & EUROPE
Please contact Tomasz Skowronski for
more information, on +48 50934 3924
or email: tomasz.skowronski@wyg.com

Arabella Retail Centre

www.wyg.com

190

WYG

Home advantage?
No one in the world of sport underestimates the importance of playing
on their home turf or the disadvantages of playing away. The elite teams
that perform best away from home are usually the ones that have
prepared more thoroughly than their competitors.
The same is true in business. When a company enters the competitive
world of foreign investment, it is wise to have a sound understanding
of the rules, particularly if that company decides to play on foreign turf.
At the very least, businesses will need a friend or agent to help them
manoeuvre around local pitfalls and red tape.
For many years, WYG has been helping foreign investors to achieve their
business objectives in budget and on time: which many people consider
quite a challenge in the highly bureaucratic Central and Eastern European
as well as the Western Balkan markets. We have teams of consultants
available in our various Polish, Romanian, Bulgarian, Russian, Croatian
and Serbian offices to facilitate the investment process and enable our
clients to enjoy the benefits of our knowledge of the intricacies and
sensitivities of local authorities and communities, while drawing on the
WYG Group’s global expertise.
One of WYG’s premier clients is a UK based developer active in the
retail market. As in many cases, the company encountered numerous
administrative and legislative challenges which had already delayed
their plans to open a major new retail centre in one of the larger
Polish cities. The local administration was reluctant to respond to this
business initiative and refused to issue relevant permits, mainly due
to environmental concerns and uncertainty as to how that investment
would influence the local transport communication system in an already
congested part of the city.
WYG specialists identified three key actions to help persuade local
decision makers. First, we prepared an analysis of the impact of the
planned investment on the local economy to demonstrate its positive
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character in terms of the local labour market, both at the construction
and the operational stages. Secondly, WYG environmental specialists
conducted a detailed environmental impact assessment, the results of
which were then used not only in the local planning application but also
later at the stage of construction works procurement.
The results of both analyses were then presented to the local community
and administrative authorities. It was also agreed that, in order to
overcome traffic concerns, WYG would conduct an analysis of the traffic
flow capacity of the local road networks and flow capacities of the local
public transport systems. A traffic model was developed which was then
used to select the best possible design solutions for access and exit
points to and from the retail centre.
The conclusions of all these analyses were presented to and agreed with
local decision makers and included the specific location and building
permit applications, which were also managed by WYG specialists.
Together, those actions allowed the completion of the permitting process
within the originally adopted timescale.
Nothing builds a better bond with a client than a joint success and, as a
result of the positive outcome at the planning stage, WYG was appointed
to the overall project management role. On behalf of our client, WYG
was responsible for procurement, construction and cost management

and we were delighted to help our client start retail operations within the
original budget and deadline.
WYG is not only an award-winning management and engineering
consultancy but we also help our clients to make the most of what is
offered in the local market in terms of donor funding and grants. In
this particular case, at the construction stage, WYG helped to obtain
co-financing from the local environmental protection fund for the retail
centre’s heating system, which used biomass and solar energy. WYG also
helped the developer to obtain from the local labour offices co-financing
for employment and later a financial grant for training the staff employed
in the centre.
To return to the sporting analogy, we recognise that our clients are the
players who have to go out and put their talents on the line. Home or
away, to have the best possible chance on the pitch, the players need
the support of a first class back up crew. When that crew has the skills to
eliminate almost all the disadvantages of playing away from home, the
result should be a win the whole team can celebrate. ■

GLOBAL EXPERTISE, LOCAL PEOPLE
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Central & Eastern European healthcare
chooses private financing and innovation
In 2010, average life expectancy in the nine countries of Central & Eastern
Europe (CEE), was 80 years for women and 73.5 years for men. It was
longer compared to five years earlier by 3 and 1.5 years respectively.
According to Eurostat, 65 year old Polish, Austrian, Czech and Bulgarian
women expect to keep on living in good health for an additional 7.5 to
10 years and men between 7 and 9 years.
Growing health awareness in the Region and higher disposable incomes
encourage the nine CEE countries’ inhabitants to take care of their
wellbeing. However, those two reasons, together with aging populations
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and public systems being under reform since
1989, present a number of challenges for
public welfare systems’ universal access,
cost containment and the organisational and
medical quality of services. This situation has
prepared the ground for private healthcare and
health insurance.
Going private
The switch from the old regime’s tax based
healthcare finance model to an insurance
based system, which started two decades ago,
has taken slightly different routes across the
Region. Several countries introduced pluralistic
insurance systems, with public and private
insurance companies, like the Czech Republic
and Slovakia. The majority of countries opted
for a single public sector insurance company
with local and regional branches.
Apart from Austria, which spends several times
more on private healthcare than any other
nation in the Region, per capita spending on
private medical services is the highest in the
Czech Republic and Slovakia (£167 and £123
in 2011), since they have the most reformed
healthcare systems in which private insurance
plays an important role.
According to PMR, in 2011 the Poles spent only
£50.50 per capita but as the largest population
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in the Region, in total they spent over £2 billion
on “fee for service” payments, subscriptions to
medical companies, as well as health insurance from
insurance companies.
Privatisation inevitable
In the same year, the Polish government introduced
a law forcing indebted hospitals, mostly run by local
authorities, to become private companies. The first local
hospital was commercialised in the town of Gryfino, in the
north west of Poland and was soon followed by other health
institutions. Between 2012 and 2014, every fourth hospital is expected
to become private.
The Romanian government suggested a similar law in 2011: privatisation
of all hospitals and public clinics and replacement of the National Health
Care Insurance Fund with private insurers and mandatory contributions
to a private healthcare contractor. However, the plan did not receive
public support. In September 2012, the authorities announced that
starting from 2013, there would be fewer medical services included in the
basic health package and additional payments would be applied, except
for emergency services.
While the total number of hospital beds available in all CEE countries
(except Austria) fell between 2001 and 2007 by 3.5% to 15% depending
on the country, the number of private beds skyrocketed. The Czech
Republic, which in 2001 had a significant share of private hospital beds
of over 9,100, had increased that figure by 167% six years later. Other
markets with fewer beds at the initial stage, multiplied the number by
more than a dozen.
Growing opportunities
In 2010, Romania had 428 state hospitals and 25 private ones. The
country’s first private hospital, the 4,000 square metres (m2 ) Euroclinic
Hospital, opened its doors to the public in late 2005. MedLife, the largest
private medical operator, has so far opened a paediatric hospital and an
orthopaedic hospital, a centre of excellence in aesthetic dermatology and
another in thyroid pathology. Now the company is preparing to open the
first private emergency hospital in the country.

Private healthcare chains understand that the key to
future progress is to carve out a niche. Medicover,
part of a group present in Romania and nine
other European countries, is also working on
adding new specialisations. In January 2012,
the company launched a hospital with three
operating theatres, two delivery suites and
pre and post surgery rooms.
One of Europe’s largest hospitals is under
construction in Vienna. The new 800 bed
Krankenhaus Nord Wien, which will cost over £400
million, is due for completion in 2016 and will have the
capacity for 40,000 hospital admissions, 250,000 outpatient
visits and about 16,000 surgical procedures per year.
The facility will provide a new tertiary hospital and lead to a more balanced
healthcare infrastructure within Austria’s capital. Departments from old
facilities will be transferred to the new hospital. Once completed, it will be
an environment friendly, spacious building. It will feature roof gardens,
light filled atriums, a high proportion of daylight entry and lawns with
water and grass landscapes.
Medical prescription
CEE countries have been attempting to decentralise their healthcare
systems and are replacing aging facilities and equipment with private and
innovative solutions, also in the pharmaceutical sector.
Across the Region, the governments have been introducing new laws
regulating the sale of medicines. In the Czech Republic since 2012,
maximum prices for medicines have been determined by the average
of the three lowest prices of reference in a basket of 21 EU countries.
At the beginning of the year Poland adopted the Drug Reimbursement
Act, which introduced risk sharing instruments, fixed prices and common
funding limits to the market. Some of these new measures are challenging
for the pharmaceutical industry in the Region.
According to the European Federation of Pharmaceutical Industries
and Associations, in 2011, drug production in CCE was worth about
£10 billion. Austria, Hungary and Poland, the Region’s biggest medicine
manufacturers, produced drugs amounting to £2 billion each.
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The reason why generics have retained such a strong position is the
demand for affordable drugs and the fact that some governments favour
generics when selecting products for reimbursement, as they are usually
cheaper than imported products. The Region is home to a large number
of generic companies, including Krka, Gedeon Richter, Polpharma and
Zentiva, which have traditionally focused on the production of generics.
Central & Eastern Europe’s pharmaceutical sector comprises generic
and innovative medicine manufacturers. Domestic companies and
multinationals have been making an impact in Poland and Hungary, two
of the biggest emerging drug producers in the Region, for many years.
Many global players that have established their manufacturing activity
in the two countries value the conducive investment environment that
they offer.
According to PricewaterhouseCoopers’ estimate, FDI in the pharmaceutical
sector in Poland between 2004 and 2009 amounted to £1.3 billion. It is
said that the Polish plants are some of the most efficient and modern
units within the pharmaceutical groups. That is why global giants like
GlaxoSmithKline, Sanofi-Aventis and Teva have recently announced
significant re-investment in Poland

In 2012, the value of the pharmaceutical market in the Region exceeded
£13.6 billion, with Poland, the Region’s largest economy and the sixth
largest pharmaceuticals market in Europe, accounting for some £4 billion,
followed by Austria (£2.4 billion), Hungary and the Czech Republic
(around £1.6 billion each). Per capita spending of £100 to £160 in Poland,
Hungary and the Czech Republic are only about a half of what an average
Austrian spends on medicines.
Treating the market
Unlike in Western Europe and Austria, in the CEE Region the share
of generics in the pharmaceutical market sales is significantly high.
It accounts for some 40% in Hungary, Croatia and Bulgaria, almost
50% in Slovakia and over 56% in Poland, which is the highest in the
European Union.
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Aiming at innovation
Recently in Hungary, which is one of the largest and most developed drug
markets in CEE, Gedeon Richter launched a biotechnology plant with an
investment of £70 million. The facility has been designed to produce
samples for clinical tests using mammal cells and drugs treating cancer
and inflammation.
The CEE countries also invest in scientific research. The International
Clinical Research Centre, located in St Anne’s University Hospital in Brno,
the Czech Republic, is an innovative science and research centre focusing
on prevention, early detection, advanced diagnostics and the treatment
of cardiovascular and neurological diseases.
The Centre will benefit from a system of international scientific cooperation
based on the concept of dynamic research teams of scientists, selected
specifically for each research project and flexible scientific laboratories.
Thus, it will be able to speed up the development of new therapeutic and
diagnostic strategies, technologies and drugs by about 50%, compared to
the current Czech achievements.
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With subsidies from the Czech state budget of about £64 million and over
£88 million co-financing from EU structural funds, the 24,000m2 work
area is scheduled for completion at the end of 2013.
Scientific quality
The Central European Institute of Technology in Brno, in the Czech
Republic, is a project to develop a European centre of excellence in
life sciences and in the fields of advanced materials and technologies.
Within the project, modern instruments and equipment, including the
construction of structures to house ten core facilities, will be conceptually
added to the existing infrastructure of the partner institutions. With a total
budget of £166.5 million, the 25,000m2 project will have room for seven

research programmes, 63 research groups and over 550 researchers and
will be completed at the end of 2015.
BIOCEV is a joint project of six institutes of the Czech Academy of
Sciences, to establish a European centre of excellence in biomedicine and
biotechnology, built on three pillars: teaching and education, research
and development and the transfer of research results into practice. Over
600 people will be employed in the centre, of which up to 250 will
be students. The entire project of over 25,000m2 requires funding of £100
million. Trial operations of the new research centre are planned to start
in 2014.
Everything is illuminated
CEE is also home to the Extreme Light Infrastructure (ELI), a new scientific
infrastructure devoted to scientific research in lasers and the investigation
and applications of laser matter interactions at the highest intensity levels.
ELI is a European project, involving nearly 40 research and academic
institutions from 13 EU countries.
The ELI will have a large societal benefit in medicine, with new radiography
and hadron therapy methods. It will also contribute considerably to
materials science, with the possibility of unravelling and slowing down
the aging process in nuclear reactors and in the environment, by finding
new ways to treat nuclear waste.
The project is due to be completed by the end of this decade and
will cost an estimated £1 billion. The first three sites will be situated in
Prague, the Czech Republic, Szeged, Hungary and Magurele, Romania and
should be operational in 2015. The fourth site will be selected in the
near future.
More work ahead
Even though Central & Eastern Europeans have been putting more focus
on health issues, there is still some room for improvement.
According to Eurostat, cardiovascular mortality is five times higher
in Bulgarian females than in French females, lung cancer among Hungarian
males is nearly four times more frequent than amongst Swedish males;
the death rates from liver cirrhosis in Hungarian or Romanian males
are more than ten times higher than in males from the Netherlands or
from Greece. ■
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The automotive industry speeds
up the engine of CEE economies
Over the last 15 years, the centre of investment in the
European automotive industry has been shifting east.
It has been driven by lower labour costs, increasing
economic wealth and consumers’ ability to afford personal
mobility, as well as by the broadly static traditional market
of Western Europe.
The Region’s top five automotive markets in terms of sales
and production are the Czech Republic, Poland, Slovakia,
Romania and Hungary. Between 1997 and 2009, these
countries attracted 725 Foreign Direct Investment (FDI)
projects in new automotive supplier plants. In 2010, the
turnover of automotive companies, which employed over
522,000 people in the five markets, reached £70 billion. In
2011, they produced 3.2 million vehicles, 80% more than
six years earlier.
Breaking records
The Czech Republic, thanks to a long standing automotive
tradition through the manufacturer Skoda and large FDI
inflow, is the Region’s largest car manufacturer.
In 1992, when the German car producer Volkswagen
started to invest in Skoda, it began its prosperous global
success story. Today, the company is one of the largest
economic groups in the Czech Republic, with its main
operations based in Mlada Boleslav, located about 50km
from Prague.
By February 2012, Skoda had produced 14 million cars.
With a total output of almost 880,000 units in 2011, the
company sold more cars than ever in its 107 year history.
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By 2018, Skoda wants to increase its worldwide sales to at
least 1.5 million units per year.
The Korean carmaker Hyundai invested £969 million
in its first plant in Europe in Nosovice in 2006, with an
annual capacity of 300,000 units. Now Hyundai Motor
Manufacturing Czech, produces six different models.
In 2011, the company made more than 251,000 cars
compared to 200,000 in 2010.
The Toyota Peugeot Citroen Automobile company
(TPCA), has owned a car plant in Kolin near Prague, with
a capacity of 300,000 units per year, since February 2005.
The partners – Toyota, Peugeot and Citroen – share a
common platform for their A segment models. In March
2012, the joint venture marked a cumulative production of
two million vehicles.
Selling abroad
Altogether, the manufacturers achieved a total output
of almost 1.2 million vehicles in 2011. The total value of
automotive products sold abroad exceeded £16 billion
and amounted to 17% of all exported goods.
The Czech Republic is one of the world’s most attractive
automotive R&D locations. This is due to the perfect blend
of an outstanding engineering tradition, excellent technical
education and consistent attention to the ongoing training
of new, high quality automotive professionals.
Poland, the Region’s second largest carmaker, exported
automotive goods worth nearly £16 billion in 2011.
However, unlike in the Czech Republic, where a fifth of
all cars produced are sold on the domestic market, car
producers in Poland export 98% of their output.
Since Poland is one of the three biggest nations in Eastern
Europe and has steadily evolved economically, large
amounts of FDI flowed in during the 1990s when global
automotive manufacturers started settling in the country.
By 2010, the country’s automotive sector attracted almost
£5.4 billion and currently employs about 150,000 workers.

The old and the new
Italian Fiat has been present in Poland since the 1920s and
is the country’s dominant car producer, with its largest
operation base outside Italy and Brazil. In 2011, Fiat’s plant
located in Tychy, in the south of the country, manufactured
over 56% of passenger cars produced in Poland. Poznan
based Volkswagen, which has a production share of 22%,
is the second biggest producer and GM-Opel located in
Gliwice is the third.
MAN Truck’s assembly plant in Niepolomice near Krakow,
is the sole manufacturer of these type of vehicles in
Poland. In 2011, the plant made almost 8,300 trucks, 38%
more than in 2010.
With over 4,600 buses manufactured in 2011, Poland
became the third largest bus producer in the European
Union. Over 33% of all buses were made by MAN, a
quarter were produced by Solaris, founded by a Polish
family in 1996 and about 20% by Volvo. The majority of
buses manufactured in Poland are urban vehicles. Volvo
and Solaris also manufacture long distance coaches. The
manufacturers offer a variety of power train units, ranging
from traditional diesel engines to hybrids and CNG and
electric vehicles.
Apart from vehicle production, Poland is well positioned
as a component supplier, both inside and outside the
country. Overall, more than half of Poland’s automotive
revenue is generated through component sales.
Rising stars
When Volkswagen acquired a small production plant from
BAZ in Bratislava in 1991, the Slovak automotive industry
embarked on its accelerated success story. Currently, the
country has the highest per capita car production in the
world and is, after the Czech Republic and Poland, the
third largest car producer in the Region. In 2011, Slovakia’s
output reached 640,000 units, having doubled within
six years.
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The German manufacturer produced over 210,000 cars
in 2011, almost 46% more than in the previous year. In
total, it has invested £1.7 billion in its Slovakian plants over
the past 20 years and plans to spend another £1.2 billion
by 2016.
Attracted by the availability of a highly skilled, low cost
workforce and by spare industrial capacity, Volkswagen
was followed by PSA Peugeot Citroen and Kia Motors,
which launched production there in 2006. In 2011, Kia
Motors Slovakia made over 252,000 vehicles, 10% more
than in 2010 and plans to grow the output to around
285,000 vehicles in 2012. At the same time, PSA Peugeot
Citroen assembled 177,000 Peugeot brand 207 and
208 models and Citroen C3 Picasso vehicles in its plant
in Trnava.
Between 2005 and 2011, car production in Romania
grew by 78% and in Hungary by 35%. The Romanian
automotive sector has developed mainly due to Renault’s
involvement at Dacia and its suppliers’ investments.
Following in their footsteps, more and more significant
automotive producers, like Ford and their suppliers,
decided to create production facilities in Romania. The
main players in the Hungarian automotive sector are Audi,
Suzuki and Opel, as well as their multinational suppliers.
Big numbers
The automotive industry is a key sector in CEE economies.
In the Czech Republic, the Region’s biggest carmaker
has over 800 companies in the sector and their total
production is close to a fifth of the country’s industrial
output. The sector’s share of Czech GDP varies between
9% and 10%. These figures for the other countries are
quite similar.
According to the European Automobile Manufacturers
Association rating, which compares the European Union
countries by the number of vehicles produced annually
per 1,000 inhabitants, the top three positions in 2012 are
occupied by Slovakia, the Czech Republic and Slovenia, all
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making between 85 and 118 cars per 1,000 inhabitants.
Powerhouses with a longer automotive tradition, like
Germany, Sweden and Spain, are now closer to the EU
average of 38 cars per 1,000 inhabitants. ■
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Considerations for overseas trade
Companies that trade outside their domestic markets
perform better financially than those that stay in their
own countries, according to the latest Regus research. In
these uncertain economic times, such a prize seems well
worth the effort of finding new customers. So why do
more companies not seek to export? The Regus research
suggests that many are dissuaded by the possible risks
associated with establishing a foreign presence and are
uncertain how to hire staff overseas.
Mark Dixon, Founder
and Chief Executive,
Regus

Here are some tips for overcoming these obstacles:
1. Seize the day: many problems are more perceived
than real. A report by accounting firm BDO International,
suggests that once businesses decide to open an office
abroad, they tend to act quickly. More than three quarters
of those questioned were active within two years of
making the decision.
2. Reduce the risks of opening an overseas office by
finding a flexible option. Nearly two thirds of the 12,000
companies we surveyed, said their property commitments
overseas had to be very short term, as they did not know
how quickly they would grow. Consider where you want
to work – do you need a permanent office? Is a meeting
room necessary? If staff are not all in the office at the
same time, would hot-desking make more sense?
Be sure to find a space that matches your business needs
now and in the future. Flexible workspace options are
now available around the world, so you should have
room to scale up to meet demand but if growth is weaker
than anticipated, you shouldn’t have to pay for unused
office space.
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3. Flexibility is also the key to staffing. We found an
almost even split between those who believe senior
management should come from the home country and
those who think they should be from the local market.
There was a similar split over whether companies
operating overseas need to employ people who speak
the local language. Our report suggests that much will
depend on the type of relationship the company is likely
to have with customers in the new markets. Businesses
that expand overseas through intermediaries, distributors,
resellers and an extended supply chain, will probably
need teams to negotiate deals and manage and support
distribution channels. However, they may find that being
fluent in local languages, having senior managers from

REGUS

the countries in question and understanding cultural issues will be less
important for them than for companies that deal directly with customers.
4. Be bold. Thanks to modern technology, the world really is a lot smaller
than it used to be. Many retailers, for example, use the internet to test out
overseas markets. Most products and services can be translated to other
countries. Technology can also bring challenges, such as keeping track of
unexpected bills and expenses.
Look around for options such as all-in-one billing and card schemes that
let you predict and oversee what employees are spending and give them
access to quiet places to work while on the road.
5. Remember, there is safety in numbers. Companies from all over the
world are trading beyond th eir own borders. Our research suggests that

companies that are already active in overseas markets are nearly twice as
likely as those that are not, to plan to expand abroad in the coming years.
Consider ways to achieve your goal without stretching your budget.
To reach new customers, do you need to physically be in their city or
country? Investigate call forwarding and mail services that allow you to
dip your toes in other markets – including international ones – without
spending a fortune.
Businesses that trade overseas improve their own prospects but
also contribute to the general good. Across the world, governments,
economists and other commentators appear to agree that exports are
essential for individual countries’ GDP growth and global economic
stability. With many companies finding domestic growth hard to come
by, exporting looks like too attractive an opportunity to be missed. ■

* Regus is the world’s largest provider of flexible workplaces, with products and services ranging from fully equipped offices to professional meeting rooms, business lounges and the world’s largest network of
video communication studios. Regus enables people to work their way, whether it’s from home, on the road or from an office. Customers such as Google, GlaxoSmithKline, and Nokia join hundreds of thousands
of growing small and medium businesses that benefit from outsourcing their office and workplace needs to Regus, allowing them to focus on their core activities.
More than a million customers a day benefit from Regus facilities spread across a global footprint of 1,200 locations in 550 cities and 97 countries, which allow individuals and companies to work wherever, however
and whenever they want to. Regus was founded in Brussels, Belgium in 1989, is headquartered in Luxembourg and listed on the London Stock Exchange. For more information please visit: www.regus.co.uk
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People power gives Central & Eastern
European countries the edge
There are hardly any international science,
management or IT competitions for students
in which no Central & Eastern Europeans take
part. Moreover, if they are not winners, they are
definitely in the finals.
In August 2012, students from the Czech
Republic, Poland, Romania and Slovakia won
seven out of 19 gold medals at the International

Astronomy and Astrophysics Olympiad. Also in August, a team from
the Warsaw School of Economics in Poland, won the Google Online
Marketing Challenge – the first ever global winner to come from Europe.
In July 2012, a team from Hungary was ranked third in a competition within
Microsoft’s Imagine Cup. Also in July, a team from the Wroclaw School of
Economics, in Poland, came fifth in the Global Business Challenge held
by the Chartered Institute of Management Accountants. In April 2012,
Polish students won second place at Simuladores e Modelos de Gestao’s
Global Management Challenge and a year earlier, when Slovakia won the
same competition, students from the Czech Republic and Poland were
in the top four.
Competition driven
All this shows that students from the Region are very competitive.
They make use of opportunities to achieve more outside the standard
curriculum. When given a chance, they build new technologies and
present their ideas and solutions in front of large audiences and a judging
panel made up of professors, industry representatives and governments.
They are also very enthusiastic about learning and acquiring a university
degree. According to Eurostat, in 2009 the number of university students
in the CEE Region grew on average by 50% compared to 2000, with the
highest growths in Romania, the Czech Republic and Slovakia, while the
average growth for EU countries amounted to some 20%.
In 2009, there were over 5.1 million students in Austria, Bulgaria, Croatia,
the Czech Republic, Hungary, Poland, Romania, Slovakia and Slovenia.
That means every fourth student in the 27 EU countries and Croatia
came from the nine countries of CEE. The share is high compared to
the number of inhabitants: the Region accounts for a fifth of the total
population of the EU 27 plus Croatia.
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Finding young talent
Courses such as science, maths, computing, engineering and construction
are gaining in popularity. In 2009 across the Region, there were over 1.1
million students who had opted for them; out of that number more than
460,000 were from Poland. A recent OECD report shows that almost 13%
of 15 year olds from CEE plan a career in computing and engineering.
Polish teenagers ranked at the top of the list of 55 countries with 20%,
compared to the OECD average of 11%, 9% of German and 7% of UK
students picking engineering and computing as their future careers.
Also in the latest edition of OECD’s Programme for International Student
Assessment in reading maths and science, Polish students ranked in the
top four among EU students, after Belgium, the Netherlands and Estonia
and ahead of Germany, France and the UK.
Discovering human potential
In recent years, the CEE governments have reformed the educational
systems and offered attractive incentives for students to choose courses
that are in demand in the labour market.

In 2011, Poland implemented reform of its higher education system,
giving universities more autonomy over their educational offerings,
building a stronger connection between universities and the economy
and the business environment. Each year since 2009, the Ministry of
Science and Higher Education has announced and subsidised the so
called ‘ordered specialty’ courses, which are strategic for the country’s
economy. In the academic year 2012–13, the list comprises 166 courses
including biotechnology, economic analysis, mechatronics, physics,
construction, etc.
In its 2011 reform, Hungary put more focus on research universities and
provided state support mainly for students of science and engineering.
The Czech Republic and Slovakia are working on new higher education
legislation as a way to improve their education systems.
In the first decade after the political and economic transformation,
countries like Poland, the Czech Republic, Slovakia, Hungary, Romania
and Bulgaria were perceived as low cost manufacturers. Over the last few
years, many international investors have discovered the high dynamics of
development for people with higher education in the Region. As a result,
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CEE has become an important location for business services offshoring,
not only in Europe but also worldwide.
Taking the lead
Now, offshore outsourcing and captive outsourcing are provided in more
than 100 countries in the world. The leading position is still held by India,
with approximately 40% of the market. However, forecasts indicate that
in the next few years this country’s share will be decreasing in favour of
other expanding locations, including CEE.
According to the Association of Business Service Leaders (ABSL), an
organisation representing the business services sector, at the end of 2011
there were almost 850 centres with foreign capital operating in Poland,
the Czech Republic, Slovakia, Hungary, Romania and Bulgaria. They now
have approximately 7% to 8% of the global services offshoring market.
In December 2011, the business services sector in the six aforementioned
CEE countries employed approximately 225,000 people, a growth of
slightly more than 11% compared to 2010.
Since 2009, 62,000 new jobs have been created in total in CEE service
centres with foreign capital, of which 28,000 are in Poland. The sector’s
fastest growth has been in Bulgaria, where employment has increased
by more than two thirds, compared to 2009. Poland came second in the
Region with its 50% rise between 2009 and 2011. For Hungary, Slovakia
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and Romania, employment increased by 30% to 40% and in the Czech
Republic it amounted to 20%.
According to ABSL’s report, Poland stands out in the Region due to the
large number of such centres and the extent of their development. Some
cities in the Region use their potential and manage to achieve a strong
position on the global map of services offshoring.
Fast growing hub
Tholons’ Top 100 Outsourcing Cities 2012 report, placed the Polish city
of Krakow 11th among the most attractive locations for business services
outsourcing in the world. This corresponds to first place in the group of
emerging locations in Europe.
Krakow overtook other CEE cities such as Prague (20th position),
Budapest (27th) and Brno (31st). The 2012 ranking also included Warsaw
(38th), which retained the place it took in the previous edition, as well
as Wroclaw, which was again ranked as an ‘aspiring’ location, this time
taking 78th place (previously 84th).
As a result, Poland has the largest business services sector in the Region
with some 350 centres. The Czech Republic has attracted almost 240
international companies to open their centres in the country and Slovakia,
Romania, Bulgaria and Hungary have between 40 and 100 centres each.
Some 130 – which is the majority of centres located in Poland – provide
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performed in 14 countries around the world, including the Czech Republic,
Hungary, Poland, Germany and the UK, about two thirds of Central and
Eastern Europeans in question carefully considered purchases (a similar
rate as the inhabitants of Germany and the UK). The same share of CEE
residents keep a close watch on personal financial affairs, slightly fewer
than in Western Europe. Around 40% of Czechs, Poles and Hungarians
keep a record of their household budget. The share is similar to the UK
but higher than in Germany.
More people in the Czech Republic and the UK choose financial products
after shopping around and using independent information or advice
(10% and 16% respectively). Only about 4% of Poles, Hungarians and
Germans do that. It is vital that financial literacy keeps pace, as financial
products become increasingly complex and readily available, especially
in the CEE Region, where the financial market has been underdeveloped
for decades.
business process and information technology outsourcing (BPO/ITO).
Also there are 113 shared services centres (SSC) and 93 research and
development centres (R&D). BPOs and ITOs employ 45% of all workers
in the sector, whereas for SSCs it is 35%. The remaining 20%, or 17,000
people, are employed in R&D centres. The highest employment is in
Krakow, where services facilities employ 19,400 people – 23% of all the
sector’s employees in Poland. Warsaw and Wroclaw are other cities with
employment in the sector exceeding 10,000 people.
Polish centres provide services in 34 languages, including Montenegrin,
Swahili, Vietnamese and Moldavian. In general, a large number of
languages are typical of larger centres that provide a broader range of
services. Fewer languages are used in the majority of highly specialised
centres, which mainly match the ITO or R&D profile.
According to ABSL, over 90% of Polish students speak English, about
40% claim they speak German, 14% Russian and fewer than 10% French,
Spanish and Italian.
Financial fitness
Along with language skills, general and vocational training matching the
current needs of the labour market, Central and Eastern Europeans are
developing a command of financial skills.
According to the results of a pilot survey by the OECD, which was

Securing the future
According to Insurance Europe, the European insurance and reinsurance
federation, in 1999 the value of all insurance premiums paid by the CEE
Region’s inhabitants (excluding Austria, whose total premiums were
worth 50% more than the other eight countries’ combined), amounted
to £2.5 billion and increased tenfold by 2011. The value of premiums
in Poland exceeded £11 billion and is still quite low compared to £47.7
billion paid in Spain, whose population is similar to Poland’s.
Currently, there are about 50 insurance companies operating
in each country, half of the number of insurers in Austria and only a
fraction of those active in France or the UK, where the insurance market
is more developed. Some of them offer life insurance policies, as well
as property or motor insurance. A few have subsidiaries, which manage
pension investments.
Private pensions have grown strongly in most countries of the CEE over
the last decade. After the reforms introduced within the last 15 years,
most systems are based on a two or three pillar scheme.
The Polish pension system, for instance, is based on a three pillar
framework: two obligatory and a voluntary one. The first, obligatory fund
is managed by the Social Insurance Institution (ZUS); the other is based
on open pension funds, which in June 2012, managed £345 million in
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over 16 million accounts. The third voluntary pillar comprises individual
investment accounts and employee pension schemes, with the total
assets worth £331 million.
Banking on cash
The transformation into free market economies enabled foreign banks
to enter CEE. Today, there are nearly 300 banks operating in the Region
(excluding Austria). According to Raiffeisen’s CEE Banking Sector Report
2012, the banks’ assets are worth £717 billion, almost 20% more than
in 2007. Fast development of the banking sector and high levels of
competition have forced financial institutions to fight for customers and
often prepare more attractive offers than their western counterparts. Still
not all CEE residents make use of banking.
According to the World Bank’s Measuring Financial Inclusion 2012 Report,
the share of adults with an account at a formal financial institution varies
across the Region and is the highest in Austria and Slovenia (97%),
between 70% and 80% in the Czech Republic, Hungary, Poland and
Slovakia and the lowest in Romania and Bulgaria (48% and 53%).
The share of adults who saved in the previous year exceeds 50% in
Austria, accounts for around 30% in the Czech Republic, Slovenia and
Slovakia, is about 12% to 18% in Croatia, Hungary and Poland and lower
than 10% in Romania and Bulgaria. In 2011, household deposits in the
Region (excluding Austria) amounted to £242 billion, having increased by
over 11% from 2007. The value of deposits grew by over 60% in Slovakia
and Bulgaria and about 40% in Romania, the Czech Republic and Poland.
Already every twelfth CEE resident pays off a mortgage and every fifth
uses a credit card. According to the European Central Bank, over a third of
all transactions made in the Region in 2011 were paid by cards. Deutsche
Bank in its E-banking Snapshot says that on average 20% of Central and
Eastern Europeans use Internet banking. The most eager e-banking users
are in Austria, Slovakia, Slovenia and Poland.
Internet population
The World Bank says two thirds of the CEE residents used the Internet
in 2011 and Eurostat adds that two thirds of all households had an
Internet connection. According to Ookla’s Net Index, seven out of the
20 best connected cities in Europe are in the CEE Region with Romanian
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Bucharest, Cluj-Napoca and Timisoara and Bulgarian Sofia ranking
alongside Paris, Amsterdam, Helsinki and Stockholm.
Computer literacy among 16 to 24 year old Central and Eastern Europeans
is at the EU average level. According to Eurostat, the share of students
who have used a PC varies between 80% in Romania and almost 100% in
Austria, the Czech Republic, Slovakia and Poland. The share of those who
have used basic arithmetic formulas in a spreadsheet is slightly higher
than the EU average.
According to the European Mobile Industry Observatory 2011, the
penetration rate of active mobile telephone SIM cards exceeded 125%.
UMTS (3G) coverage reached 80% of the Region’s population and over
5% of the population had broadband access to the internet via data cards
and dongles, as many as in the Netherlands and 1% more than in France.
Mobile internet is gaining popularity in the CEE Region. Geminus, an
online research agency, confirms that in July 2012, CEE residents used
mobile devices to connect to the Internet 5.5 times more often than the
year before. ■

VALAD

The importance of a flexible and knowledgeable
landlord in the CEE environment
The CEE Region is a place of contrast: great opportunity married with
apprehension about an environment that has only emerged from a
centralised economic system within the past two decades. In the peak
of 2007/8, this apprehension was overcome by the risk appetite most
investors had in their pursuit of value and high returns. Even though
this is no longer the case, the fundamentals are the same now as they
were then for the CEE; large internal markets, a key location serving
Western Europe as well as Russia, skilled labour forces and a mostly
stable fiscal environment that should encourage manufacturers, call
centres, data centres, logistic operators and others to look at the Region
as an opportunity.

In the CEE, we manage the £220 million Central European Industrial
Fund (CEIF) portfolio, a joint venture with Aviva Investors. CEIF’s 25
assets are spread across four countries (Czech Republic, Hungary,
Poland and Romania) and we manage in excess of 260 tenant customers
across a total of 630,000m2 of accommodation. We not only lease space
to our tenants but work with both current and prospective tenants to
find accommodation solutions that suit their business requirements. We
also refer clients to and help them to build business plans based on
extensive market information that we hold. Valad Europe is a flexible
partner looking for likeminded tenants who we can build long term,
lasting relationships with.

Having a landlord focused on customer service and becoming a partner
to its tenants, with a pan-European platform and a local presence in the
Region since 2005, will give an advantage to any CEE oriented business
or those considering relocating to the Region. The lessons learned during
the past four years of the economic crisis, in dealing with individual
market challenges in Romania, Hungary, Czech Republic and Poland,
have instilled experience that can be invaluable for businesses who
might be more used to the flexibility of other European countries.

As an experienced Investment and Asset Manager, we assist our
institutional clients with working out property related issues in our area,
using knowledge we have accumulated and teams of local real estate
specialists, in order to deliver high quality results with local flair. ■

Valad Europe is such a partner. We are a diverse European real estate
investment manager with a network of local offices throughout Europe
and £3.2 billion of assets under management, spread across 13 mandates
and comprising 650 assets and approximately six million m2. Our core
business is value adding real estate investment management, with award
winning local asset management teams taking care of 6,000 tenant
customers. Valad Europe has 220 staff and 22 offices in 12 countries
across Europe.
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a flexible approach to leasing

KAUNAS

T
VIS

GDANSK

UL

E77

A

If you are looking for office or
warehouse space within a short distance
from the city centre of Warsaw, then
City Point is your answer. With 18
independent warehouse buildings and
office accommodation, City Point
provides
the
opportunity
for
functional space within a multi-purpose
business environment.

warehouse and office accomodation
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VISA

Enabling future commerce
to flow more freely
If you are reading this publication then, by definition, you
are likely to have an interest in the world of commerce. Put
simply, our job at Visa Europe is to facilitate commerce.
We give every potential buyer easy, immediate, anytime
access to their money. We also enable them to use it
quickly, securely and conveniently.

Mark Antipof,
Senior Vice President,
Visa Europe

Meanwhile, we give every potential seller the ability to
transact with anyone from anywhere, by giving them
the confidence that they will receive their money and by
accelerating the entire sales process.
This is what we have always done. As the economy
embraces mobile and digital technologies, we have scope
to do much more. So we are building the infrastructures
and the systems to facilitate commerce across any
channel, using any device, in any place and at any time –
making commerce quicker, more convenient and more
secure than ever before.
This is happening everywhere in the world. However, it’s
happening particularly quickly in the emerging European
economies. Poland, in particular, is fast becoming a case
study of global best practice.
Working together, the country’s payment sector chose
to give the Polish payments market a collective push
forward. Together, they invested in the latest Visa
acceptance devices (all equipped with contactless
technology), across neighbourhood retailers, larger

chains and hypermarkets, as well as local transport
and parking facilities and even vending machines. Banks
are also investing in contactless Visa cards. These have
begun to be supplemented with Visa enabled
mobile phones.
As a result, Poland is the clear world leader in contactless
payments. By mid 2012, one in three Visa cards and one
in four acceptance devices benefited from contactless
technology. More than one million Visa contactless
transactions were being processed every month. Month
on month growth rates have exceeded 20%.
When you consider the related national attributes (like
the level of smartphone penetration, the investment in
high speed mobile broadband networks and the way
that people now associate their mobile phones with
banking and money), you can be confident that Poland
will continue along the same trajectory. When you see
similar patterns mirrored elsewhere in the Region, you
can appreciate the wider potential.
Visa is here to facilitate the process
We are investing on behalf of banks and retailers. We
are building the necessary partnerships and developing
the right technologies to enable future commerce. We
are also extending the trust in the Visa brand into the
digital and mobile domains. So, whatever your particular
interest may be, we want you to rely on Visa to make
commerce flow more freely.
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VISA

Helping businesses
flow better
By definition, every business makes and receives payments. The
trouble is that, all too often, these payments and their reconciliation
can get in the way of running a business.
Tracking spending and managing cashflow can eat up valuable time and
money. The terms and the conditions of payment can sometimes be
a source of tension. When you operate across different countries and
currencies, the complexities can escalate.
Visa payments are a common sense solution – helping any business to
flow better.
More control over your finances
At the most basic level, using a Visa Business card can help you to
manage your travel and entertainment expenses. It can also help you
to manage and monitor your general business expenses too – such as
office supplies, everyday business services and even raw materials.
If you pay with Visa Business Credit or Debit, you always know exactly
where you stand. You get accurate, up to date itemisation of all your
business spending. So you spend less time on paperwork and worrying
about your cashflow.
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account), or a Visa Business credit card (which can give you the added
flexibility of up to 56 days interest free credit). Then for larger businesses
or more specific payment needs, there are a range of alternatives such as
Visa Corporate, Visa Purchasing or Visa Distribution.
A safer, more convenient way to pay
As well as being so convenient, Visa provides a true sense of security.
Protected by chip technology, Visa Business cards typically provide
a range of security services and guarantees – insulating companies
from the threat of fraud or misuse. In addition, Visa Business can
provide travel assistance services, such as emergency cash and card
replacement or medical and legal assistance – plus cardholder and
company insurance.
A safer, more convenient way to be paid
An ever increasing number and range of businesses are also discovering
the benefits of accepting Visa.

You also get real flexibility. No payment card is more widely accepted
than Visa (which means that Visa is welcomed in more places where
businesses do business). You can pay by Visa in person, over the phone
or on the internet, anywhere in the world.

By doing so, you can show more than a billion Visa cardholders (many
of them other business people), that you welcome their custom. You can
expect prompt, guaranteed payment (usually within just four working
days). You can also accept payments over the telephone or on the
internet, as well as in person. It becomes far easier to handle payments
from other countries – with no international bank transfers to set up and
no need to manage or pay for foreign currency.

Depending on who you bank with, you will generally be able to apply for
a Visa Business debit card (which draws directly on you business current

For more information as to how Visa can help your business flow better
please visit: www.visaeurope.com/business ■

Visa. Delivering the
Future of Payments
in Europe
Contactless
Online
Mobile payments

Flow faster with Visa
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From supermarkets to luxury
goods - retail is on the move
Over the last two decades of the free market
economy, the growing presence of global
retail chains, increasing affluence and health
awareness, the fast development of modern
technologies and the recent economic
crisis have all influenced the consumer
behaviour of Central and Eastern European
grocery shoppers.
The first foreign hypermarkets, supermarkets
and discounters entered the Region (except
Austria) in the mid 1990s. Now, after a number
of acquisitions and consolidations, the retail
companies with the largest market share in the
Region are the German Schwarz Group, the
owner of Lidl and Kaufland stores, with nearly
9%, followed by British Tesco and Portuguese
Jeronimo Martins, operating the Biedronka
discounters in Poland.
Big preference
About 68% of CEE shoppers claim
hypermarkets, supermarkets and discounters
are the places where they spend the most
substantial amounts on groceries. According to
Nielsen, in 2011 Poles bought half of all their
groceries from these.
Poland is an important market for the majority
of key European grocery companies. It is Tesco’s
largest CEE market, which accounted for a third
of the company’s £6.2 billion sales in the Region
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in 2011. Half of the Auchan Group’s regional revenue and
almost two thirds of that of Carrefour and Real are generated
in Poland.
In 2011, according to PMR, the ten largest retailers controlled
more than 40% of the combined grocery market of Bulgaria,
the Czech Republic, Hungary, Poland, Romania and Slovakia.
The total market value was estimated at £85.5 billion, almost
3% more than in the previous year.
According to PMR forecasts, the value of the entire grocery
market in these six CEE countries amounted to £94 billion
and it is expected to increase by another £8.4 billion by 2014.
Great expectations
At the end of 2011, there were around 1,200 hypermarkets
in CEE, which means each store served a population of
about 90,000. Hypermarkets are still the biggest large store
segment and their business accounted for 21% of the CEE
market in 2011. The highest share of the segment is seen in
the Czech Republic, with more than 35%, while the lowest
is in Bulgaria, with less than 10%.
Their share is expected to remain stable for the next
three years but this retail format is becoming less popular
compared to the more compact formats. Retailers like
Tesco and Carrefour have already started looking to smaller
formats. In Poland, the Region’s biggest market, the former
wants to open 200 supermarkets a year, the latter, 100
stores. Although they still believe there is room for more
hypermarkets in the country.
New spending habits
According to Nielsen, in 2011 the number of hypermarkets
in Poland increased by 7%, supermarkets by 8% and
discounters by 13%. Also the entire market share of discount
stores in Bulgaria, the Czech Republic, Hungary, Poland,
Romania and Slovakia is now close to 13%. In 2011, their
sales grew by over 15% compared to 2010.
Discounters are developing most rapidly in Bulgaria, where

the saturation of large stores is still the lowest among
the CEE countries and in Poland, mainly thanks to the
contribution of two strong chains, Biedronka and Lidl. At the
end of 2011, there were over 4,400 discount stores in CEE.
Of those, almost two thirds were in Poland, whose share in
the grocery retail market is worth almost £50 billion and is
expected to increase further.
Some experts say that the growing popularity of discounters
is a consequence of the economic crisis and thus lower
disposable incomes. Others claim that it is a sign of
better and more economical home budget planning the fashion for large hypermarkets has been passing
and consumers have started learning basic economics.
They prefer to shop for groceries that are cheaper and
nearer their homes rather than in large hypermarkets
often located on a city’s outskirts, thus saving time
and money.
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in Prague and plans to roll out across the country over the next few years.
In 2001, Poland began building the market with the French pioneer
Leclerc, offering online shopping in one hypermarket in Warsaw. Five
and six years later, domestic brands Frisco and Alma opened as online
retailers and now the country has about 300 online grocery shops and
has been attracting more international companies. French Auchan
launched its online service in 2011 and Tesco opened its first Polish
online store in 2012.
Diet solutions
Responding to the growing demand for healthy foods, organic products
are available in most, if not all, traditional and online stores across the
Region. The sales of ecological foods in the Czech Republic increased by
20% in 2011, to some £105 million. The organic market in Poland rose by
25% to £68 million. The country’s growth is expected to reach 20% in
2012 and organic sales are forecast to double within the next four years.
The area farmed organically in the Czech Republic accounts for over 10%
of the total agricultural land and rose by 13% to some 445,000 hectares
by the end of 2010. In 2011, about 24,000 organic farmers were registered
in Poland, 16% more than in 2010. The area farmed to organic guidelines
rose in the same period to around 600,000 hectares, which corresponds
to about 3% of the country’s total agricultural area.
Virtual shopping
New shopping habits and the development of technology have
encouraged shoppers to buy groceries online. Even though sales on the
internet still make up a comparatively small proportion of total retail sales
in CEE, the Region is starting to catch up.
In 2012, the value of the Polish e-grocery market, the leader in online
shopping, was worth about £40 million and is expected to more than
double by the end of 2014. Online grocery shopping is only about 0.1%
of the total grocery market. In contrast, according to MillwardBrown
SMG/KRC, it is an average of 1.5% in Western Europe and 4% in the UK,
where 23% of households buy groceries online.
Though Poland may be ahead, it is not alone. Even the smaller markets
are seeing a strong expansion in online retailing. That growth has
encouraged some of Europe’s biggest retailers to take action. In January
2012, Tesco launched an online grocery shopping service for customers
68

A spending spree
Along with the economic growth in CEE, household consumption is
rising fast. According to Eurostat, between 1990 and 2005 the mean
expenditure per adult equivalent (in eight countries except Austria)
increased by over 50% and in Bulgaria and Romania it more than doubled.
The share of food expenditure against total household expenditure across
the Region is higher than the European Union’s average of 13.9% and
varies from nearly 15% in the Czech Republic to almost 30% in Romania.
In June 2012, the deflated turnover for the total retail trade, seasonally
adjusted, grew by over 18% across the Region, compared to seven years
earlier. Romania, Poland, Bulgaria and the Czech Republic achieved
the EU’s highest figures after Luxembourg of 49%, 42%, 22% and
19% respectively.
No wonder that for the last few years, shopping malls have increased
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in large numbers throughout the CEE Region. According to Jones
Lang LaSalle’s Retail Barometer, in November 2011, there were over
650 shopping malls in the Czech Republic, Poland, Slovakia, Romania,
Hungary and Croatia, with the total area exceeding 14 million m2. Poland
has the most with over 330 malls, while retail in the Czech Republic has
the highest density of almost 235m2 per 1,000 inhabitants. The country
is followed by Poland, Croatia, Slovakia and Hungary, which all have the
shopping mall market saturation of near the European average.
The Region’s total shopping space is expected to grow by an additional 2.5
million m2 by 2013. Nearly half of that expansion will take place in Poland.
The country is an attractive market with many international chains willing
to explore. Around 25 chains entered Poland in 2011, including mass
market brands like Gap, Lindex, Desigual, Dorothy Perkins and up market
labels like Veroni, Rena Lange, and Israeli Elie Tahari. Other brands plan
to start their Polish operations soon. Their decisions are very much driven
by the market size and the spending power.
Unlike the rest of the countries in the Region, which have retail markets
centralised in their capital cities, the geographical distribution of shopping
centres is different in Poland. The capital city Warsaw, contributes barely
14% of the retail space and the remainder is evenly split between eight
major markets with populations over 500,000 and 21 secondary cities
with over 200,000 residents.
In September 2012, the number of Poles visiting shopping centres
increased by approximately 5% compared to the previous year, according
to the Experian FootFall Index. An average Pole visits a shopping centre
two to three times a week. According to Millward Brown SMG/KRC, every
third person stays in a shopping centre for about three hours and every
eighth person spends longer. Roughly 8% of Poles spend about £80
each time they visit a shopping mall, mainly on clothes, jewellery and
electronics. About 22% confess they do spontaneous shopping.
Swelling wallets
PMR estimates that in 2011, the clothing and footwear market in
Bulgaria, the Czech Republic, Hungary, Poland, Romania and Slovakia
was worth almost £10.5 billion and is likely to grow by £3.5 billion
by 2014. Poland, which generates half of the Region’s spending on
clothing and footwear, is also the main purchaser of home appliances,

consumer electronics and the digital media
market. In 2011, its value exceeded £4.6 billion
and is expected to grow by an additional 4%
in 2012.
The Region’s wealth continues to skyrocket.
Between 2005 and 2010 the average net
earnings across the Region (excluding Austria
and Croatia) increased by over 40% and more
than doubled in countries like Bulgaria and
Romania. The highest annual earnings are now
in Slovenia and the Czech Republic.
Together with the rise in wages, the appetite
for luxury products and luxury brands is
expanding. Parizska and Na Prikope Streets in
Prague are currently the most expensive luxury
shopping streets in Central & Eastern Europe.
Fendi, Dolce & Gabbana, Bvlgari, Tiffany,
Rolex, La Perla, Cvstos and Jimmy Choo have
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of luxury labels. In the Region’s remaining
markets, shopping centres dominate the
retail market. Although some Warsaw based
shops selling Valentino, Herve Leger, Isabel
Marant and Christian Louboutin are located
in Mokotowska or Moliera Streets, most luxury
brands are concentrated in the VitkAc fashion
house on Bracka Street, the pre WWII place to
be for Warsaw shoppers.
Evidence shows the top end market is
expanding. According to KPMG, the value of
the Polish luxury goods market is estimated
at £6 billion. In 2011, it increased by 11%
compared to the previous year. A 2011 ICD
Research report regarding the future of retailing
in Poland to 2015, predicted that the luxury,
apparel and accessory goods markets will
be the fastest growing retail markets in the
country, increasing by some 8% per annum
through 2015.

recently opened new shops. Dior, Burberry and Salvatore Ferragamo are
expanding theirs and Louis Vuitton and Burberry are to open their own
three storey stores in the Old Town, while Azra, Omega, Armani Junior,
Loro Piana and Chanel plan to enter the market.
Luxury choices
Czechs already make up about half of the customers of these luxury
shops but Prague may soon become an attractive shopping destination
for well off tourists, much like Vienna and Milan, especially for the large
number of Chinese visitors who spend the most on luxury products.
Prague’s High Streets and Budapest’s Andrassy Street are the exceptions
in the post communist countries of Central & Eastern Europe, as the home
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Changing through the gears
Luxury vehicle producers have already seen
some of the biggest double digit gains recently.
In 2010, for example, Porsche sales reached a
record growth of 76% compared with 2010. The
Polish market’s potential has also been noticed
by other international players. Brands such as
Maybach, Bentley, Aston Martin and Ferrari
are already available in the country. The Italian
Maserati company opened its first dealership in
Poland in October 2012.
Credit Suisse Global Wealth Report 2012
estimates there are 38,000 dollar millionaires in
Poland and some 24,000 in the Czech Republic.
By 2017, this number is expected to increase to
78,000 and 40,000, respectively. ■

Making a difference
in everyday life

We serve 2.5 million customers delivering
£650 million in revenue and a profit before
tax of £100.5 million. We employ over
34,000 staff and agents and in 2011 paid
nearly £50 million in taxes.
We operate in six countries:
Poland, Czech Republic, Slovakia, Hungary,
Romania and Mexico.

At IPF we seek to grow our business in markets around the
world where there is a significant business opportunity.
This in turn provides opportunities for our investors and opportunities for developing the careers of our people.
www.ipfin.co.uk

IPF

International Personal Finance
We are International Personal Finance (IPF) plc, a leading international
provider of consumer credit in growth markets. We serve 2.5 million
customers across Europe and Mexico.
Who we are
We are a leading provider of consumer credit serving 2.5 million
customers. On 13 July 2007, we launched onto the London Stock Exchange
in the FTSE250. We operate using the Provident brand in six markets:
Poland, Czech Republic, Slovakia, Hungary, Romania and Mexico. Within
these countries, there is increasing demand for credit but consumers
are relatively underserved by financial institutions, particularly those
people wanting smaller loans. We have more than 6,300 employees and
28,400 Agents.
What we do
We offer a personal home collected credit service to our customers who
want to borrow money quickly and in a manageable and transparent way.
Our home credit product comprises the following core elements:

retail credit or borrowed money from family and friends in the past. In
addition to those living in urban areas, we serve rural communities who
may not have the means to travel long distances to a bank. Some of our
customers use our loans for education or to help fund a small business,
which means access to credit in the short term can lead to financial
wellbeing in the long term.
IPF customer growth (000’s)
2406

A key feature of this option is that customers who choose the Agent
service, benefit from no extra charges for missed or late repayments.
Financial inclusion
We help bring customers into the financial mainstream by providing
credit responsibly to those who need it. Many of our customers do not
have a credit history and so may be excluded from other credit products.
Some may be taking a loan for the first time, while others may have used
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1. A small sum, short term unsecured cash loan, ranging from £50 to
£1,000 repaid over a period of around 12 months; and
2. An optional personal home collection service provided by a
dedicated Agent who delivers the loan and collects repayments from
the customer’s home each week.
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Key Statistics
Customers + 8.8%

Revenue +7.4%

Dividend per share +13.2%

Credit issued + 11.5%

Profit before taxation + 9.1%*

Employees +3.3%

Net receivables + 10.7%

Earnings per share + 13.2%†

Agents +13.1

2.4 million

£844.5 million
£575.5 million

£649.5 million
£100.5 million
28.55 pence

7.1 pence
6,300 **
28,400

* 2010 excluding an exceptional charge of £3.9million
† Adjusted to a constant 28% tax rate and with 2010 excluding and exceptional charge of £3.9 million
**Does not include agents
Data as at December 2011

IPF

A sustainable business model
Our approach to sustainability balances short term results with long term
growth. We are making our business model more effective and efficient
and are therefore, better able to deliver shareholder value.
Our profit comes from lending responsibly to new and existing customers
while managing our cost base to ensure efficient use of resources.
Increased profit comes from customer growth and lending more to
those who have shown their ability to repay. High levels of service, which
drive customer satisfaction, are therefore key to retention and growth.
Central to our approach is regular face-to-face contact with customers.
Weekly home visits by our agents help customers stay in control of their
repayments. Our Agents are also best placed to judge potential new
loan opportunities.
Key facts
■ In 2011 the IPF Group paid taxes to governments of £48.7 million
■ We employ over 6,300 people
■ There are over 28,000 agents delivering quality services across
our business
■ 84% of new customers were very satisfied that the loan process met
their expectations
■ 75% of paid up customers said they were very satisfied with the
frequency and relevance of communications from Provident
■ 81% of all customers rated the quality of service from agents highly.

Gerard Ryan – Chief Executive Officer
Gerard joined the Board of International Personal Finance plc in January
2012 as Chief Executive Officer (Designate) and became CEO at the
beginning of April 2012.
Qualifications: Fellow of the Institute of Chartered Accountants in Ireland.
Previous appointments: include Chief Financial Officer of Garanti Bank,
Turkey and Chief Executive Officer of GE Money Bank in the Czech
Republic and most recently Chief Executive Officer for Citi’s consumer
finance businesses in the Western Europe, Middle East and Africa Region.
Gerard commented: “Our balance sheet is very strong and we have
good funding in place, our treasury team has now extended £130 million

sterling of our bank facilities out to
2015 and I’m pleased to say that
this was done at no extra cost and
with no additional covenants. Our
funding sources are also now very
diverse, including a five year bond
under our EMTN programme,
comprising Romanian lei, Czech
crown and Polish zloty bonds.
At
our
half-year
results
announcement in July 2012,
we launched a share buyback
programme; I believe this is
“Our balance sheet is very
the first indication that we are
very serious about enhancing
strong and we have
shareholder returns. Our equity
good funding in place”.
to receivables ratio was in
Gerard Ryan
excess of 55% so we decided
Chief Executive Officer
to launch a £25 million share
International Personal Finance (IPF) plc
buy-back programme which is
circa 60% complete. In addition,
we are pleased that we feel the
underlying performance is sufficiently strong that we decided to increase
the interim dividend by 7.5%.
Since joining IPF earlier this year, I am really pleased with the business
performance. The strategy that we have articulated across the business
is being embedded, the balance sheet is very well funded and there is
plenty of equity. We believe we have got opportunities to invest going
forward and enhance shareholder returns even further. I am pleased with
our very solid business performance.
Operating across the new European markets has provided us with
tremendous growth opportunities. These markets are developing rapidly
in terms of their transport systems and their regulatory and political
infrastructures but also and most importantly, in terms of accelerating
GDP and with it increasing levels of disposable income. We view the
potential for further acceleration in all these markets and as a result are
looking at further expansion across the region in the near future”. ■
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Veritas services
Veritas was involved in the development and deployment of an
asset tracking system for the British Army’s increased deployment to
Afghanistan in 2005. We developed and deployed the GPS/Satellite
Communications System, VeriTrace™ that enabled the British Army
to track every single item of military equipment in and out of theatre
from any location worldwide, over the internet. The system included an
administrative technique that monitored Key Performance Indicators of
military logistics assets and third party logistics providers. It reported
logistics status directly to UK headquarters, displaying land, sea and air
transport progress throughout the supply chain on Google Maps. The
admin solution provided the exact location of every single piece of military
equipment in the supply chain with precise ETAs for each logistics node
worldwide. The same services, coupled with Armed Security teams, were
delivered to NGOs such as the UN World Food Program and commercial
organisations operating in hostile environments.
Veritas, since 2005, developed a range of services for the commercial
sector providing Asset Verification, Asset Registration, Asset RFID
Tagging, Asset GPS Tracking, Asset Monitoring, Asset & Debt Recovery,
Asset Remarketing, Investigative Services and Close Protection. These
services were initially targeted at the Leasing and Banking sectors in
Central Europe and deployed since late 2008. Due to high demand, they
have been extended to SME and corporate clients, as well as high net
worth individuals.
We provide Close Protection Services to real estate, fixed assets, personnel
and events with Veritas personnel, drawn from mainly ex British Army
and UK Special Forces members, who are supported worldwide by other
specialists from the 700 plus Veritas close protection personnel, located
around the world. Veritas is able to deploy a complete security team
within 48 hours to any location worldwide. All of these capabilities have
been provided for numerous Veritas clients since early 2005, in one form
or another.
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Whilst there are a number of companies that deliver individual modules
of the Veritas range of services, there is no known competitor worldwide
that is able to supply all of the modules as a one stop supplier. Each
component of the Veritas solutions is a proven business model in its own
right, with both the company and client benefitting from the combined
effect, when offered as a package.
Veritas is able to provide Risk Assessments covering every aspect of
any client’s needs and to put in place the essential solutions, controls,
provide the services and or train the client’s own personnel.

SECURITY

Central & Eastern Europe targets
traditional and new security threats
Having been part and parcel of the Warsaw Pact for almost half a
century, today Poland, the Czech Republic, Slovakia, Romania, Bulgaria,
Croatia and Slovenia enjoy full membership of the North Atlantic Treaty
Organisation (NATO). For the last two decades, the countries have
been focused on modernisation and the replacement of their armies’
Soviet-era weapons and defence equipment to meet NATO’s
interoperability standards.
In 2011, military expenditures across the Region (excluding Austria)
amounted to £11.1 billion, similar to Spain’s and 3.5 times lower than the
UK’s, according to the Stockholm International Peace Research Institute.
Between 2008 and 2012, Poland was the only country in the Region to
annually swell its armed forces’ budget.
A spending force
Poland is already the regional leader in defence spending. In 2011,
this amounted to £5.6 billion and the country is expected to further
increase its share in the Region of over 50% by about three percentage
points in 2020, according to Frost & Sullivan, a consultancy firm.
Defence expenditure is mainly driven by the country’s participation in
peacekeeping missions, joint training operations and most importantly,
the Polish government’s commitment to allocate 1.95% of the previous
year’s GDP to defence spending.
In 2008, the Polish Defence Ministry estimated that the army’s
modernisation expenditure by 2018 would be some £12 billion. First,
the economic downturn froze the programme’s launch in 2009. That
situation was short lived as the modernisation plans soon revived and in
2010, defence earmarks grew by 12% from £4.8 billion and then by nearly
7% in 2011 and 2012.
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In the meantime, under the procurement plans adopted in 2009,
Poland intended to spend almost £7 billion on defence equipment in
the form of 14 programmes, modernising the army within the following
nine years. The strategic programmes include: air and antiaircraft
defence, helicopters, modernisation of the navy, integrated command
& control communications, computers, intelligence, surveillance and
reconnaissance systems (C4ISR) and unmanned aerial vehicles, as well
as individual equipment and armament sets, training simulators, training
aircraft and rocket launchers.
In March 2012, the Ministry of Defence unveiled a three stage naval
modernisation plan that would run through 2030 and involve the
acquisition of three new submarines and three new surface vessels.
In October 2012, the Ministry announced an almost £2 billion tender
to buy 70 multi role military helicopters, nearly three times more than
previously intended.
Flying tenders
Almost simultaneously, the Ministry cancelled a contract for the supply
of medium range unmanned aircraft, signed in 2010, with the Israeli
company Aeronautics Defence Systems, which failed to meet deadlines,
in spite of their postponement for two years. A few days later, the
Arms Inspectorate, responsible for purchases, confirmed they are still
interested in automating the military forces and invited companies
to send offers for medium altitude long endurance drones, as well as
unmanned patrol boats.
Earlier in September 2012, the Polish President submitted a bill to the
parliament designed to initiate a comprehensive modernisation of the
country’s missile defence system, which was named the highest priority

SECURITY

for the Polish Armed Forces in the coming
decade. The total budget is estimated between
£1.5 billion and £2.3 billion from 2014 through to
2023. Currently, Poland’s missile defence
system comprises six missile battalions armed
with obsolete, Soviet made, S-125 Neva
missiles. Only one also boasts a long range
S-200 Vega system.
Private solution
Apart from the upcoming tenders, the
privatisation of the Polish defence sector is also
set to enhance the industry’s role in the country.
The state owned Bumar Group is undergoing
a significant restructuring and consolidation
process and the government plans to sell a
minority stake in the company by mid 2013.
Several companies in the Polish aviation sector
have already been privatised: as examples, in
2007, PZL Mielec was acquired by Sikorsky
Aircraft, a subsidiary of United Technologies
Corp and a year later Agusta Westland took over
PZL Swidnik. The value of both investments
amounted to £200 million. As a result in 2011,
the value of all orders closed by PZL Swidnik
exceeded £200 million.
Before the fall of the Iron Curtain, all Warsaw
Pact members maintained their own defence
industries, thus being constantly ready to
respond to a war threat. Today, two decades
later, with smaller armies most countries still
face the need to restructure their industries and
find a niche on the market.
According to the Romanian strategy for the
defence industry’s reorganisation, only seven
out of the country’s current 22 state owned
companies producing weapons and military

equipment would be preserved. These would include the strategic
capacities that produce explosives, explosive powders, ammunition and
weapons. The rest are intended to be privatised.
In October 2012, the national company Romarm, with 15 branches
producing armaments, munitions and military equipment, announced
reconstruction plans to slash costs. Following a merger, about ten
branches are set to remain under the company’s management.
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or shopping. They are mostly concerned about someone
taking or misusing their personal data. Over 85% of internet
users in the Region have altered their net surfing habits,
entering less personal information on websites, installing
antivirus software or frequently changing security settings.
In order to prevent cyberattacks, all CEE countries have
set up national computer emergency response teams
(CERTs). Further investments need to be made and
measures taken, as only a few countries have national cyber
security strategies but most of them are in the process of
composing them.
Romania, which already has one, has been rapidly catching
up on the cyber security front, since not long ago the country
was a haven for e-criminals. Poland, which is believed to be
the most technologically adept CEE country, whose younger
generation is increasingly connected, is still working on its
strategy. So is Austria, which can boast one of the most
sophisticated e-governments in the EU, with the use of
digital signatures now widespread across most services.

The public tender procedure for the privatisation of VMZ
Sopot, Bulgaria’s largest defence industry plant, is expected
to conclude by the end of 2012. The tender gives guarantees
that the activities of the plant and the salaries of workers will
remain unchanged and that there would not be any layoffs.
Naming virtual enemies
Today’s security does not only refer to military defence but
also international terrorism, organised cross border crime
and cyber security. Almost 72% of Central and Eastern
Europeans believe that the risk of becoming a victim of
cybercrime has increased in the past year.
According to Eurobarometer, about 35% of CEE residents
are not confident about using the internet for online banking
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Allying to fight the threat
According to a PricewaterhouseCoopers report, cybercrime
is one of the top types of economic crime and has a share
of 18% across the CEE Region, five percentage points lower
than around the world. Some 30% of organisations have
experienced one or more economic crimes in the past 12
months. The Norton Cybercrime Report 2012 says that in
2011, over seven million Poles fell victim to cybercriminals
and lost about £940 million.
Cybercrime has no borders, thus international collaboration
seems to be the only way to fight it. The CEE countries take
part in informal and formal CERT groups and engage in
cyber exercises. Cyber security also became an official NATO
issue: the Cooperative Cyber Defence Centre of Excellence
has been established in Tallinn, Estonia, to enhance NATO’s
cyber defence capability. Hungary, Poland and Slovakia take
an active part in the initiative. ■
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COUNTRY PROFILE: AUSTRIA

AUSTRIA
● Vienna

Austria in brief
Austria, with its well developed market economy, skilled labour force and
high standard of living, is closely tied to other EU economies, especially
Germany’s. Its economy features a large service sector, a sound industrial
sector and a small but highly developed agricultural sector.
Austria offers state of the art infrastructure and a high tech environment,
as well as moderate corporate taxation, attractive research incentives,
efficient public services and social and economic stability. It is the leading
hub for Central & South Eastern Europe with approximately 3,500
subsidiaries in CEE & SEE.
Austria has benefitted from the opening up of Eastern Europe and is now
the biggest investor (per head of population) in the Region. In particular,
Austrian banks and insurance companies have become market leaders
in the former communist states. Following several years of solid foreign
demand for Austrian exports and record employment growth, the
international financial crisis of 2008 and subsequent global economic
downturn, led to a sharp but brief recession. Austrian GDP saw positive
growth of about 2% in 2010 and 3% in 2011. Unemployment is running at
4.3% and is amongst the lowest in the EU. The total workforce comprises
3.3 million people.
Vienna is home to major offices of the UN, UNIDO and OPEC and is the
headquarter location for CTBTO and OSCE. Vienna International Airport
offers direct flights to 192 destinations and is the international hub for
Central & Eastern Europe.
Key sectors
■ Aid funded business - potential for approx. £450 million worth of
contracts allocated by Vienna based international organisations per
annum (UNIDO, IAEA, UNODC, UNOV, OSCE, CTBTO, FRA & IACA).
■ Healthcare and Life Sciences - Business volume is estimated at £1.6
billion and rising. More than 60 industrial pharmaceutical companies are
located in Austria, some with production facilities as well as research and
competence centres. They profit from Austria’s excellent human capital
and geographical proximity to Eastern European markets.
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COUNTRY CONTACT DETAILS
Bronwen Moore, Head of UKTI Austria,
Tel: 00 43 1 716 13 6161 Email: bronwen.moore@fco.gov.uk
■ Education and Skills - Over 350 international companies have set up
regional headquarters for CEE and SEE and the demand for corporate
education training is ever rising.
■ Advanced Engineering - Industry is the motor of innovation and
growth in Austria (59% of Austria’s value creation), valued at £8,000 in
exports per person and involves 20% of the workforce.
■ Environmental Technologies - Environmental sector has a leading
role in Europe recording approx. £5 billion in turnover in key areas such
as biomass, water treatment, innovative sewage technologies and use of
solar energy.
■ Automotive - The automotive industry is one of the top five industrial
sectors in Austria. More than 700 companies with an estimated 150,000
to 200,000 employees generate annual revenues of about £17.5 billion.
Together with related industries and services, the automotive industry
secures employment for some 370,000 people.

UKTI in Austria
The Trade & Investment section of the Embassy is here to provide
assistance to UK companies developing trade and investment links with
the Austrian market. We can also help Austrian companies in locating
sources of supply in the UK and to consider the UK as a destination for
overseas investment. ■

COUNTRY PROFILE: AUSTRIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Werner Faymann
8.3 million
Vienna
1.73 million
83,870km2
Czech Republic 362km, Germany 784km, Hungary 366km, Italy 430km, Liechtenstein 35km,
Slovakia 91km, Slovenia 330km, Switzerland 164km
0km (landlocked)
German
Euro
Federal Republic
Oil, coal, lignite, timber, iron ore, copper, zinc, antimony, magnesite, tungsten, graphite, salt,
hydropower
Machinery and equipment 27.9% , motor vehicles and parts 8%, paper and paperboard 3.7%,
metal goods 8.3%, chemicals 12.95%, iron and steel 5.6%, textiles and shoes 2.8%,
foodstuffs (includes drinks) 6.5%
Germany 32.2%, Italy 7.8%, Switzerland 4.4%, France 4.2%
Machinery and spares 12.3%, motor vehicles and spares 9.5%, chemicals 12.7%,
metal goods 6.6%, oil and oil products 6.8%, foodstuffs (includes drinks) 6.3%
Germany 42.8%, Italy 6.8%, Switzerland 5.6%, Netherlands 4.1%
GMT+1
Right
.at
+43
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BULGARIA
Bulgaria in brief
Bulgaria is the newest member of the European Union and has an
economy with real growth potential. With a population of 7.3 million, the
country presents opportunities for both large companies experienced in
export and new to export SMEs.
Bulgaria is easy to reach; there are several daily direct flights between the
UK and Bulgaria and the flight time is three hours. The country’s
geographic position places it at the crossroads of Europe, the Middle East,
Russia and the former Soviet Republics.
The major opportunities for UK engagement include: water and
waste water infrastructure, nuclear services, railways and roads, ports
concessions, Sofia waste management, gas infrastructure (including
pipelines and storage) and sustainable construction.
£10 billion EU funds (a similar sum is expected for 2014-2020) to drive the
infrastructure development, innovation, energy efficiency and agriculture.
The economy is stable (2% budget deficit) and is expected to grow at
twice the EU average.
Bulgaria has a low cost base, with 10% corporate tax and a skilled
multilingual workforce offering an excellent platform for manufacturing
and service offshoring.
Key sectors
■ Civil Nuclear - Kozloduy 7 Road map (£633 million declared project
value to date).
■ Water/Waste Water Infrastructure - Construction of WWTP and
unfinished dams, upgrade of water supply network, introduction of a
water cadastre and launch of PPP`s (£15 billion total investment to 2020).
■ Gas/Pipeline Projects - Opportunities in southern corridor pipeline
routes, interconnectors with Turkey/Greece/Romania/Serbia. Chiren
Gas Storage, gas distribution network (£400 million declared project
value to date).
■ Waste Management - Opportunities in Sofia Integrated Waste
Treatment Plant, regional landfill sites and National Hazardous Waste
Treatment Centre (£500 million declared project value to date).
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● Sofia

COUNTRY CONTACT DETAILS
Tim Buisseret, Head of UKTI Bulgaria
Tel: 00 359 2 9339 228 Email: tim.buisseret@fco.gov.uk

■ Road Infrastructure - Opportunities in highway upgrade (including.
Hemus, Trakia, Struma and Maritsa), major transit route Ruse-Svilengrad
and tunnel at Shipka Pass (£2.5 billion EU funding 2014-2020).
■ Railway Infrastructure - Opportunities in upgrade of Sofia-Vidin line
plus other routes, Sofia Intermodal Terminal (£4 billion total investment
to 2020).
■ Ports Operating Concessions - Eight port terminals on the Black Sea
coast and the Danube river (est. £20 million per year as revenue streams).
Sustainable Construction/Energy Efficiency - Sofia Tech Park project
(£250 million, first phase due to be built by 2014), provides innovation
and commercialisation platform for built environment (£1.5 billion for
renewal of panel block housing stock by 2020).

UKTI in Bulgaria
Our team of five highly experienced professionals will ensure your success
in the Bulgarian market. UKTI Sofia is here to help you understand the
local environment, identify business opportunities and find the right
partners for you.
We can also help with opening doors and lobbying at the highest levels.
Please get in touch with us - we will be glad to help make your business
in Bulgaria a success story! ■

COUNTRY PROFILE: BULGARIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:

Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Rosen Plevneliev
7.36 million
Sofia
1.3 million
110,994km2
Greece 494km, Macedonia 148km, Romania 608km, Serbia 318km, Turkey 240km
354km
Bulgarian
Lev
Parliamentary Republic
Copper, lead, zinc, coal, timber, arable land
Manufactured goods 24.7%, machinery and transport equipment 16.9%, miscellaneous
manufactured articles 14.1%, mineral fuel, lubricants and related materials 13.7%,
crude materials, inedible (except fuel) 10.0%, food and live animals 9.6%,
chemical and related products 8.0%
Germany 12.2%, Romania 9.8%, Italy 8.5%, Turkey 8.2%, Greece 7%, Belgium 5.1%, France 4.3%
Mineral fuel, lubricants and related materials 23.0%, machinery and transport equipment 22.9%,
manufactured goods 16.9%, chemical and related products 11.4%, crude materials, inedible
(except fuel) 9.9%, food and live animals 7.5%, miscellaneous manufactured articles 6.4%,
Russia 18%, Germany 11%, Italy 7.3%, Romania 7%, Greece 5.7%, Turkey 4.6%, Spain 4.3%,
Ukraine 4%
GMT+2
Right
.bg
+359
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CROATIA
Croatia in brief
Croatia will become the 28th member of the European Union on July 1st
2013. Large and continuing investment in almost all areas of infrastructure
and its planning will characterise not just Croatia but most of the countries
in this region. This includes transportation (roads, ports, railways and
airports), energy (generation and transmission, as well as renewable
energy), infrastructure and all that contributes to making Croatia such
a popular holiday destination. Croatia is strongly dependent on tourism
(about 20% of GDP) and this opens a clear niche for private financing.
Some investment opportunities which are already planned in Croatia
include – £480 million into ports, £2.4 billion to be spent on railways,
35 new marinas planned to be built by 2014, £1.5 billion into the energy
sector for new hydro (especially small scale hydro), thermal and biogas
plants, as well as in the renewable energy sector.
Moreover, there is £1.8 billion set aside in the EU budget for 2012-14
earmarked for Croatia immediately after accession.
Key sectors
■ Ports and marine - Development of port of Vukovar – building of the
continental waterways – access to Danube cargo transport links; Port of
Zadar cargo terminal – current operator looking for strategic partner.
■ Energy and infrastructure - Upgrade of energy efficiency of 200 public
buildings; “Rijeka Gateway” project – development of Rijeka cargo port,
high speed rail network and Rijeka waterfront, upgrade of the railway
network (large, multi year and EU driven programme).
■ Business services - “City on Sava” – Zagreb regeneration project offering
opportunities in the financial sector, construction sector, architecture,
design, engineering and real estate. This also includes development of
four small scale hydropower plants. Opportunities in the privatisation
portfolio – emphasis on financial sector privatisation deals (Croatian
Postal Bank, HPB and Croatian Insurance company, Croatia Osiguranje)
and on large tourism projects still to be privatised (Kupari, Brijuni).
■ Tourism and Leisure - especially niche segments.
■ Creative Industries - marketing, branding, service development.
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Natasa Kalauz, Head of UTKI Croatia
Tel: 00 385 1 6009 214 Email: natasa.kalauz@fco.gov.uk
■ Education - executive education, vocational training and corporate

governance.
■ Environmental protection - including water.
■ Security

UKTI in Croatia
These are all opportunities that, with the right set of information and
support, UK investors and businesses can and should tap into. Your local
UKTI team is in Zagreb to support, guide and highlight possible ways
British companies can realise their business objectives in Croatia. For
more information please contact your UKTI team in Croatia. ■

COUNTRY PROFILE: CROATIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries: :
Time zone:
Driving:
Internet domain:
Calling code:

Ivo Josipovic
4.48 million
Zagreb
792,875
55,974km2
Bosnia and Herzegovina 932km, Hungary 329km, Serbia 241km, Montenegro 25km,
Slovenia 455km
5,825km (mainland 1,777km, islands 4,058km)
Croatian
Kuna
Presidential/Parliamentary Democracy
Oil, coal, bauxite, low grade iron ore, calcium, gypsum, natural asphalt, silica, mica, clays,
salt, hydropower
Mineral fuels, oil 12.1%, ships, boats and floating structures 11%, electrical machinery,
audio/visual equipment 8.4%, machinery 8.2%, wood 4.6%
Italy 16.6%, Bosnia and Herzegovina 12.7%, Germany 10.4%, Slovenia 8.2%, Austria 5.8%,
Luxembourg 4.5%
Mineral fuels, oil 22%, machinery 9.5%, electrical machinery, audio/visual equipment parts 6.7%,
vehicle (except railway or tramway) parts 5.5%
Italy 16.2%, Germany 12.8%, China 7.2%, Russia 7.2%, Slovenia 6.4%, Austria 4.4%
GMT+1
Right
.hr
+385
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CZECH REPUBLIC
Czech Republic in brief
Located at the very heart of Europe, the country offers good transport
and infrastructure links to Western and Eastern Europe. Prague is less
than two hours flying time from the UK, closer than, for example, Vienna,
Oslo, Stockholm or Madrid.
This is an open economy where English is widely spoken. Czechs tend to
be well disposed towards the UK.
Bilateral trade was worth some £6.7 billion in 2011, which is impressive
given the relatively small size of the market.
The Czech Republic has been very successful at attracting foreign direct
investment and British investment has reached more than £2 billion since
the early 1990s.
UK companies with major operations here include Vodafone, Tesco,
LogicaCMG, Rolls Royce and FKI Brush. A range of high street names
are also present, often through franchises, including Marks & Spencer,
Mothercare, Tie Rack and Debenhams. The UK is also represented in the
financial services sector (e.g. Provident Financial, HSBC, RBS, Aviva) and
most of the UK’s major law firms have offices here.
Companies such as Rolls Royce, Mott MacDonald, BAE Systems, Marks
& Spencer and Allen & Overy base their Central European headquarters
here. More than 300 British companies are present in the market, ranging
from large investors to smaller service sector companies established by
British entrepreneurs.
Key sectors
■ Advanced Engineering and Design - Potential for manufacturing
cooperation; niche export opportunities in the automotive and aerospace
sectors.
■ Biotechnology - A priority growth area for the Czech government.
■ Consumer Goods - Prague is becoming an attractive shopping
destination for well off tourists similarly like Vienna and Milan.
■ Education and Training - Demand is increasing as companies invest in
human resources, there is availability of EU funds for projects and schools
investing in ICT.
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Zuzana Nagyova, Head of UKTI Czech Republic
Tel: 00 420 257 402 700, Email: zuzana.nagyova@fco.gov.uk

■ Food and Drink - Czechs’ tastes are widening and there are a high
number of international visitors to the country.
■ Healthcare - Healthcare management services, medical devices and
lifestyle products.
■ Power - Opportunities around Nuclear Power Plant Temelin.
■ Science and Technology/Innovation - Multi sectorial, for example
nanotechnology; growing network providing opportunities to showcase
UK excellence.
■ Security - Public procurement in this sector to continue on a steady
path; demand increases for IT & cyber security technologies.

UKTI in the Czech Republic
A dedicated team of nine sector specialists in Prague assisted over 500 UK
companies in 2011 and stands ready to help. ■

COUNTRY PROFILE: CZECH REPUBLIC

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Vaclav Klaus
10.5 million
Prague
1.2 million
78,864 km2
Austria 362km, Germany 815km, Poland 615km, Slovakia 197km
0km (landlocked)
Czech
Koruna
Parliamentary Republic
Coal, coke, timber, lignite, uranium, magnesite.
Machinery and transport equipment 54.8%, manufactured goods 17.6%, miscellaneous
manufactured articles 10.7%, chemicals and related products 6.3%, mineral fuels, lubricants and
related materials 3.8%, food and live animals 3.2%
Germany 32.4%, Slovakia 9%, Poland 6.3%, France 5.5%, Austria 4.63%, UK 4.6%, Italy 4.2%
Machinery and transport equipment 41.9%, manufactured goods 18.2%,
chemicals and related products 10.9%, mineral fuels, lubricants and related materials 10.7%,
miscellaneous manufactured articles 9.7%, food and live animals 4.6%
Germany 29.7%, China 7.6%, Poland 7.1%, Slovakia 7%, Netherlands 5.7%, Russia 4.8%,
Austria 4.4%
GMT+1
Right
.cz
+420
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HUNGARY
Hungary in brief
Hungary is a bustling business hub in the very heart of Europe. It has
one of the more advanced market economies amongst the relatively
new EU member states in Central & Eastern Europe, with the private
sector accounting for approximately 80% of GDP. Since the 1990s, the
economy has been extensively liberalised through privatisation, foreign
direct investment and the introduction of comprehensive commercial
laws. Besides the favourable geographical location, Hungary offers a safe
legal background and an advanced business infrastructure and culture.
Located along Europe’s main crossroads, the country is the perfect place
for UK companies seeking to expand their operations in the CEE Region.
As Hungary’s education system has traditionally been high level and
internationally compatible, today its well educated and professionally
trained workforce is one of the country’s main economic attractions. With
its business culture being similar to that of the UK and English being the
most widely spoken foreign language among the young and middle aged
population, British companies find it easy to work with local partners.
Although the economy is definitely centralised around the capital, various
smaller business hubs offer opportunities in the countryside, often with
strong business links to neighbouring countries.
Key sectors
British Embassy analysis identifies the following major areas of opportunity
for UK companies:
■ Energy – Development of two new blocks of Hungary’s only nuclear
plants of 2,000MW to 3,000MW capacity valued at £11.1 billion. Renewable
opportunities will arise when new feed in tariffs are introduced.
■ Healthcare and Life Sciences – Boasting one of the most developed
pharmaceutical and biotechnology sectors in the CEE Region, Hungary
offers a range of cooperating opportunities for life science companies.
■ Infrastructure – Railway: electrification and upgrade of two lines worth
£55 million; introduction of GSM-R and ETCS as part of the ERTMS worth
£138 million.
■ Construction – Eurovegas Project, the biggest gambling establishment
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Dr Dora Kulauzov, Head of UKTI Hungary
Tel: 00 36 1 429 6250, Email: dora.kulauzov@fco.gov.uk

in Europe and is worth £234 million, renovation of Castle Garden Bazaar
worth £15.8 million and development of a new Museum District worth
£16.6 million.
UKTI in Hungary
Our seven trade officers, based in the British Embassy in Budapest,
are split into two teams. The “Strategic Trade” team helps large and
multinational companies to enter or expand in the Hungarian market.
This team works closely with the Embassy’s Policy Team to ensure open
and fair representation of UK business interests with the local and national
Government structures.
The “Trade SMEs” team provides a package of business support for
small to medium companies. We help you to understand the market,
provide you with imminent business opportunities, find out where your
products fit and what the risks are of doing business. We can find you
the right business partners and engage them in advance of your first
local market visit through to product launches, publicity and expanding in
the market. ■
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KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Janos Ader
9.94 million
Budapest
1.73 million
93,030km2
Austria 366km, Croatia 329km, Romania 443km, Serbia 166km, Slovakia 676km,
Slovenia 102km, Ukraine 103km
0km (landlocked)
Hungarian
Forint
Parliamentary Democracy
Bauxite, coal, natural gas, fertile soils, arable land
Machinery and equipment 55.3%, other manufactures 30.6%, food products 7.4%,
raw materials 3.2%, fuels and electricity 3.3%
Germany 25.1%, Romania 5.7%, Austria 5.4%, Slovakia 5.4%, Italy 5%, France 4.8%, UK 4.6%
Machinery and equipment 44.7%, other manufactures 41.3%, fuels and electricity 5.1%,
food products 7.4%, raw materials 6.7%
Germany 24.7%, Russia 8.6%, China 8.4%, Austria 6.2%, Slovakia 4.9%, Poland 4.7%,
Netherlands 4.4%, Italy 4.3%
GMT+1
Right
.hu
+36
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POLAND
Poland in brief
With uninterrupted economic growth for the last twenty years continuing
throughout the economic crisis, the sixth largest population in the EU
and as a regional hub for multinationals and manufacturing centres, it is
no surprise that many commentators class Poland as the most significant
opportunity for UK companies in the Emerging Europe region. For many
UK companies this market is still an unfamiliar opportunity – despite
trade growing massively since 2004.
One of the most educated populations in Europe, Poland’s students are
increasingly well travelled and English speaking (71% speak English up to
at least A level standard). Poland’s business culture is similar to the UK’s
and despite big differences between town and country, a growing middle
class with rising incomes has fuelled Poland’s economic growth. Allied to
a strong work ethic, it’s no wonder many believe Poland’s most powerful
economic strength is its human potential.
Key sectors
British Embassy analysis identifies six major areas of opportunity for
UK companies:
■ Energy - Two nuclear plants of 3GW capacity valued at £11 billion each.
Also shale (Up to £4 billion) and renewable (£3 billion).
■ Defence and Security - Public security is high on the Polish government
agenda and is predicted to be worth £2.5 billion per annum by 2015.
Defence improvements from 2009 to 2019 worth at least £6 billion.
■ Healthcare and Life Sciences - Poland is the second largest volume
per capita healthcare market in Europe and the sixth largest retail market
estimated at £24 billion.
■ Infrastructure - £6 billion in investment funds for railways alone
between 2014 and 2020. There are also opportunities in construction, roads
and airports.
■ Retail - 20th most attractive market globally (CBRE) and seventh largest
retail market in Europe.
■ Financial Services - A sector in its infancy which has strong potential to
grow in line with market development.
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Tel: 00 48 22 311 0203 Email: martin.oxley@fco.gsi.gov.uk

UKTI in Poland
Our 16 trade officers, based in the award winning British Embassy
in Warsaw, are split into two teams. The Strategic Trade Team help
large and multinational companies to enter or expand in the Polish
market. They work with the Embassy’s policy teams to ensure open
and fair representation of UK business interests with local and national
Government structures.
The High Potential Small to Medium Enterprise team provide a package
of business support for small to medium companies. We help you to
understand the market, who can help you, where the best events are,
where your products fit and what the risks are of doing business. We can
find you the right business partners and engage them in advance of your
first local market visit (That’s right, we can even support you with that)
through to product launches, publicity and expanding in the market. ■

COUNTRY PROFILE: POLAND

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Bronislaw Komorowski
38.5 million
Warsaw
1.71 million
312,685km2
Belarus 605km, Czech Republic 615km, Germany 456km, Lithuania 91km,
Russia (Kalingrad Oblast) 432km, Slovakia 420km, Ukraine 428km
770km
Polish
Zloty
Parliamentary Republic
Coal, sulphur, copper, natural gas, silver, lead, zinc, salt, amber, arable land
Machinery and transport equipment 37.8%, intermediate manufactured goods 23.7%,
miscellaneous manufactured goods 17.1%, food and live animals 7.6%
Germany 27%, UK 6.6% ,Czech Republic 6.4%, France 6.3%, Italy 5. 6%, Netherlands 4.5%,
Russia 4.2%
Machinery and transport equipment 38%, intermediate manufactured goods 21%,
chemicals 15%, minerals, fuels, lubricants and related materials 9%
Germany 27%, Russia 10.3%, Netherlands 5.9%, Italy 5.4%, China 5.3%, France 4.4%,
Czech Republic 4.3%
GMT+1
Right
.pl
+48
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ROMANIA
Romania in brief
Located strategically at the crossroads of the EU, the CIS states and the
Middle East, Romania plays the role of business hub for south eastern
Europe and it is considered to be a top destination for relocation and
outsourcing, with many specialists in niche sectors.
Romania has a highly skilled workforce at competitive prices (second
lowest in the EU). English is widely spoken and Romanian business
etiquette is in line with the West. Flexibility and reduced language and
cultural barriers, added to the high percentage of technically skilled
professionals, represent powerful economic strength for Romania.
Key sectors
The UKTI team in Romania has identified the following major areas of
opportunities for UK companies:
■ Automotive - Major automotive industry regional hub in SEE; growing
automotive clusters with more than 500 industry suppliers.
■ Railways - Fifth largest network in Europe, urban rail transport networks
in over ten cities, metro development worth over £3.65 billion.
■ Agriculture - 35% of EU funds country allocation, extensive arable land,
potential to feed more than 100 million people, favourable conditions for
bio agriculture.
■ ICT - A developed local industry comprising 11,000 IT companies
in 2010, with 60,000 employees in the software segment. Many
small enterprises are engaged in custom application development for
foreign clients.
■ Waste Management and Recycling - £750 million funding to be
invested in waste management and recycling projects, for complying
with EU regulations in: acquisition of selective collection systems, waste
disposal facilities and transfer stations, recovery of gas from landfills,
facilities for municipal hazardous waste etc.
■ Financial Services - Banking: development and introduction of
new banking services and products; Insurance: agriculture and health
insurance, re-insurance, asset management. Capital market: privatisations;
preparations for listing; PPP – growing interest at government level in
using PPP across all sectors.
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Tel: 00 40 21 201 7294 Email: liviu.buzila@fco.gov.uk
■ Renewable Energy - Romania benefits from various types of
renewable resources: solar, wind, small and large hydro, biomass and
geothermal energy.
■ Healthcare - £400 million – Estimated value of private healthcare
market 2012; £120 million – estimated investment in private hospitals in
2012; £2 billion – value of the pharmaceuticals market in 2011.
■ Defence and Security - Opportunities in the modernisation of existing
military equipment and the acquisition of new equipment (T 22 frigates
and multirole air fighters). Security - total estimated value of market is
£800 million. Opportunities: border control and surveillance equipment,
integrated security systems.

UKTI in Romania
There are ten Trade and Development Advisers in the British Embassy in
Bucharest. We provide market research and advise on main competitors,
potential partners, where your product fits and what risks you are likely to
face when doing business in Romania. Our team can offer you support
during meetings, organise events on your behalf (launching of products,
opening of new branches, etc). ■

COUNTRY PROFILE: ROMANIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Traian Basescu
20.25 million
Bucharest
1.68 million
238,391km2
Bulgaria 608km, Hungary 443km, Moldova 450km, Serbia 476km, Ukraine (north) 362km,
Ukraine (east 169km)
245km
Romanian
Leu
Republic
Salt, coal, petroleum (reserves declining), timber, natural gas, iron, arable land, hydropower, gold,
silver, marble, uranium
Vehicles and transport equipment 41.2%, other manufactured goods 33.4%, raw materials 7.2%,
food, beverages and tobacco 6.4%, chemicals 6.3%, fuel and lubricants 5.5%
Germany 18.8%, Italy 12.9%, France 7.5%, Turkey 6.1%, Hungary 5.6%, Bulgaria 3.6%, UK 3.2%,
Netherlands 3.1%, Spain 2.5%, Poland 2.4%
Vehicles and transport equipment 34.6%, other manufactured goods 30.6%, chemicals 13.2%,
fuel and lubricants 11.3%, food, beverages and tobacco 6.8%, raw materials 3.5%
Germany 17%, Italy 11.4%, Hungary 8.7%, France 5.8%, China 4.7%, Kazakhstan 4.1%, Poland 4%,
Austria 4%, Russia 3.9%, Turkey 3.5%
GMT+2
Right
.ro
+40
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SERBIA
Serbia in brief
Serbia is now firmly set upon its European integration path, following its
period of conflict and isolation in the nineties and subsequent democratic
changes. Whilst the question of Kosovo is far from settled, there is clear
consensus in Serbia that further integration with the EU, completing the
transition to a market economy and respect for the democratic constitution
are in its best interests. Foreign investment is courted and efforts to
expand the relatively low trade base are at the centre of government
policy. The macro economy and financial sectors have remained broadly
sound. Much work still remains to be done to bring Serbia up to the
competitiveness levels enjoyed by its EU member state neighbours, with
significant infrastructure, energy, ICT and training needs waiting to be
met. A new law on PPPs provides a particular opportunity for UK firms to
benefit from these development needs.
Meanwhile, Belgrade benefiting from its history as the capital of the former
Yugoslavia, is both a business and retail hub for the country and wider
region. A range of major UK, European, North American, Japanese and
emerging market firms are present, through investments or representative
offices and several UK retail franchises are present on the high street.
Business to business services and consumer services represent significant
portions of the economy. Although no UK high street banks operate in
Serbia, the banking sector is nonetheless dominated by familiar Western
European names, in a sector which is well capitalised and profitable. All of
the major UK accounting and consulting services are present.
Key sectors
■ Transport infrastructure development - Significant EU and other IFI
funding is creating a steady stream of valuable tenders on consulting,
planning and delivery of major infrastructure projects.
■ Energy - Serbia’s energy network is old and requires both new
investments, in traditional and alternative energies and significant
renovation of existing power plants. International grants and co-financing
are available in this sector.
■ Public-private partnerships - A new law regularises PPPs and
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concessions for the provision of national and municipal infrastructure
and services, providing new opportunities.
■ Agri-industry - Serbian agricultural land has the potential to be highly
productive. Supply or investment at all stages of the agri-food process
offer valuable opportunities.
■ Manufacturing Automotive - especially around a major new Fiat
investment - as well as chemicals, pharmaceuticals, defence and industrial
materials, all offering opportunities for supply, modernisation services
and investment.
UKTI in Serbia
The UKTI team at the British Embassy, Belgrade, has many years of
experience in helping UK firms meet customers or pursue projects in
Serbia. Whether it’s a briefing, a market report, a list of verified contact
details for potential customers, a visit programme, a publicity event or any
other form of help you might require, please don’t hesitate to get in touch
with us to learn more about this exciting country. ■

COUNTRY PROFILE: SERBIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Tomislav Nikolic
7.1 million
Belgrade
1.6 million
77,453km2
Hungary 151km, Romania 476km, Bulgaria 318km, Macedonia 62km, Kosovo 352km,
Montenegro 124km, Bosnia and Herzegovina 302km, Croatia 241km
0km (landlocked)
Serbian
New Serbian Dinar
Parliamentary Republic
Oil, gas, coal, iron ore, bauxite, copper, lead, zinc, salt, hydropower and arable land
Iron and steel 8.1%, non-ferrous metals 5.9%, electrical machines 5.0%, cereals 4.9%,
vegetables 4.5%,
Germany 11.3%, Bosnia and Herzegovina 11.2%, Montenegro 7.6%, Romania 6.3%,
Russia 5.4%, Macedonia 4.9%
Oil 7.4%, natural gas 4.7%, non-ferrous metals 3.3%, electrical machines 3.2%,
iron and steel 2.9%
Russia 12.8%, Germany 10.6%, Italy 8.5%, China 7.2%, Hungary 4.6%
GMT+1
Right
.rs
+381
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SLOVAKIA
Slovakia in brief
Slovakia may be a small market but has an excellent central location
with access to both West and East. Vienna is just one hour by car from
the Slovak capital Bratislava, with Budapest just two hours away. The
economy grew by 3.3% in 2011 and the forecast for the next two years
is 2% to 3%. Over the past decade, the Slovak economy posted above
average growth of 4.9% per year. Main driving forces behind the growth
were, in particular, the automobile and electrical engineering sectors,
together with the construction industry, trade and energy sectors. EU
funding of £10 billion is available in infrastructure: railways, motorways,
water and environment.
Labour productivity of Slovak manufacturing went up by almost 12%
annually in the last decade, with Slovakia currently having the highest
labour productivity in manufacturing amongst all the Central European
countries. More than 90% of GDP is generated by the private sector.
Given the country’s location, people speak several languages; German,
Hungarian, Czech, Slovak, plus of course, English is widely used in the
business community.
The location and language skills create excellent conditions for establishing
company hubs for Central Europe, which many international companies,
including some British, have done.
Around 33% of Slovaks work in businesses owned by foreign investors
(by comparison, 24% in Hungary and 12% in Germany).
Key sectors
■ Automotive Industry - Slovakia produces more cars per capita than any
other country in the world. Car manufacturers Kia, VW and PSA Peugeot
Citroen have attracted hundreds of subcontractors. Opportunities lie in
many areas of this sector.
■ Education and Skills - Opportunities lie in vocational education, rural
development training, lifelong learning, ICT in education, management,
marketing and other corporate training.
■ Fashion and retail - British fashion is generally well regarded and
opportunities exist for well known fashion brands that offer good quality
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clothes at reasonable prices. Eight UK high street retailers are present via
franchising contracts. Tesco operates 130 stores, being the largest retailer
and the fifth largest employer in Slovakia.
■ Environment in Nuclear Sector - £400 million of EU funding available
for decommissioning and waste management for one of two Slovakian
nuclear power plants.
■ Defence and Security - A number of opportunities to sell a wide
range of security equipment, software and services to the Slovak Ministry
of Interior, Police, Slovak Financial Authority and other organisations.
■ Transport infrastructure - Funding of £750 million was made available
to modernise over 200km of railways and stations, with £630 million
coming from the EU, the remainder being co-financed by the Slovak
public sector. EU funding is also available for construction of motorways,
with government plans for PPP projects as well.
UKTI in Slovakia
Our small but dedicated team of professionals in Bratislava is happy to
assist you with advice and information. Whether you need market or
sector information, identification of potential customers and other key
contacts, information on routes to market and existing competition,
statistics, arranging meetings or organising promotional events, please
contact us and we shall be happy to help. ■

COUNTRY PROFILE: SLOVAKIA

KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Ivan Gasparovic
5.48 million
Bratislava
430,000
49,035km2
Austria 91km, Czech Republic 197km, Hungary 676km, Poland 420km, Ukraine 90km
0km (landlocked)
Slovak
Euro
Parliamentary Republic
Antimony, mercury, iron, copper, lead, zinc, magnesite, limestone, lignite,
Electrical and electronic appliances 30%, vehicles 25%, metals and metal products 12%,
minerals and products from minerals 6%, plastics and rubber products 5%
Germany 20.2%, Czech Republic 14.5%, Poland 7.3%, Hungary 7.2%, Austria 7.0%,
France 6.4%, Italy 5.0%, UK 3.6%
Machines and electrical appliances 28%, minerals and fuels 14%, vehicles 13%, metals and
metal products 10%
Germany 16.0%, Russia 11.0%, Czech Republic 10.2%, Hungary 4.0%, Poland 3.9%,
France 3.3%, Italy 3.3%, Austria 2.4%
GMT+1
Right
.sk
+421
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SLOVENIA
Slovenia in brief
Slovenia is a sophisticated EU market, with high purchasing power and a
skilled labour force, where English is widely spoken. There are attractive
government incentives for foreign investors. Its geographical location with
excellent transport links is considered a hub for foreign companies, as it
represents a gateway to South East Europe.
Slovenia has great potential for UK SMEs and large PLCs, looking at new
export markets. Around 40% of Slovenia’s economy is still state owned.
The government is structuring privatisation in some sectors to seek fresh
capital and foreign investment.
There are many sectors where UK companies could begin strategic
projects as privatisation proceeds.
Key sectors
■ Financial and Business Services - Expected privatisation of state
owned assets including two Slovenian banks (NLB and NKBM), PPP
opportunities in advisory and legal. New expertise is required in under
developed financial products. UK investors in the banking sector are
welcomed.
■ Infrastructure - Development of airport facilities, construction and
extension of piers in Port of Koper, urban regeneration projects using
the PPP concept.
■ Energy - Construction of a new 60MW generator at the Sostanj coal
fired thermal plant TES (TES 6) is planned, with investment worth around
£900 million. Construction of a second reactor of the Slovenian Nuclear
Power Plant (NEK) is planned to be completed between 2020 and 2025.
Renewables being another growing area.
■ ICT - The Slovenian ICT sector is one of the fastest growing in the
economy. Opportunities are in partnering with local IT companies to
develop IT solutions for government, healthcare, security, logistics and
other applications in cloud computing. A possible sale of the state share
of Telekom Slovenije to a strategic partner.
■ Tourism - One of the fastest growing sectors is Tourism, which
generates an annual turnover of almost £1.2 billion, representing 12.3%
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of GDP. There are opportunities for consultancies in destination and
hotel management.
■ Food and Drink - Over 50% of retail sales are in food, totalling £3.5
billion. Slovenia has the highest level of disposable income per capita in
the Eastern European accession countries.
■ Water - The Operational Programme for Removal and Treatment of
Wastewater for 2005-2017, envisages the construction of a system of
public sewage and municipal water treatment plants. By the end 2017,
more than 1.5 million, or 75% of Slovenia’s inhabitants will be connected
to the public sewer system.
■ Healthcare - Slovenia imports most of its medical equipment as there
is very little domestic production.
UKTI in Slovenia
Whether you are looking to extend or raise your company profile in the
Slovenian market, or looking for a distributor or established business
partner, you may benefit from some extra publicity. Our UKTI trade
officers are readily available to help your business expand in this small,
vibrant European market. ■
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KEY FACTS
Head of state:
Total population:
Capital city:
Population of capital:
Area:
Border countries:
Coastline:
Language:
Monetary unit:
Government:
Natural resources:
Major exports:
Major export trading countries:
Major imports:
Major import trading countries:
Time zone:
Driving:
Internet domain:
Calling code:

Dr. Danilo Turk
2.06 million
Ljubljana
280.000
20,270 km2
Italy 199km, Austria 330km, Hungary 102km, Croatia 455km
46km
Slovenian
Euro
Parliamentary Democracy
Lignite coal, lead, zinc, building stone, forests
Motor vehicles 14.1%, electric and electronic equipment 11%, medical & pharmaceutical 8.8 %,
general industrial machinery 5.8%, metal products 4.7%
Germany 19.9%, Italy 11.9%, Austria 7.7%, Croatia 6.4%, France 5.7%, Hungary 4%
Road vehicles 10.1%, petroleum & petroleum products 9.2%, electrical machinery 6.5%,
iron & steel 4.5 %, general industrial machinery 3.9%, medical and pharmaceutical products 3.7%
Germany 16.4%, Italy 15.9%, Austria 10.2%, Croatia 4.5%, France 4.1%, China 4.1%
GMT+1
Right
.si
+386
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Useful Contacts
Austria
Austro-British Chamber
Chairman: Julian Walton
Schwindgasse 5/1/4
1040 Vienna, Austria
Tel: +43 1 404 43 255
Fax: +43 1 404 43 92 55
Email: info@abchamber.org
Website: www.abchamber.org
Advantage Austria
contact@advantageaustria.org
Bulgaria
British Bulgarian Chamber of Commerce
Executive Chairman: Bill Drysdale
c/o TMF Services EOOD
2a, Saborna Street, 4th floor
1000 Sofia, Bulgaria
Tel: +359 886 798 015
Email: office@bbcc.bg
Website: www.bbcc.bg
Invest Bulgaria
contact@InvestBulgaria.com

Croatia
British Croatian Chamber of Commerce
Secretary: Gordana Hewitt
Mihanoviceva 1
Regent Hotel Esplanade
10000 Zagreb, Croatia
Tel: +385 91 895 1653
Fax: +385 1 4836 186
Email: info@britishchambercroatia.com
Website: www.britishchambercroatia.com

Hungary
British Chamber of Commerce in Hungary
Executive Director: Csilla Csurgai
Madách Trade Center
Madách I. út 13-14
1075 Budapest, Hungary
Tel: +36 1 302 5200
Fax: +36 1 302 3069
Email: bcch@bcch.com
Website: www.bcch.com

Croatia Trade and Investment
Promotion Agency
info@croinvest.org

Hungarian Investment and Trade Agency
info@hita.hu

Czech Republic
British Chamber of Commerce
in the Czech Republic
CEO: Richard Robinson
Londynska 506/41
120 00 Praha 2, Czech Republic
Tel: +420 224 835 161
Fax: + 420 224 835 162
Email: britcham@britcham.cz
Website: www.britishchamber.cz
CzechInvest - Investment and Business
Development Agency
fdi@czechinvest.org
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Poland
British Polish Chamber of Commerce
CEO: Joe Tunney
ul. Nowogrodzka 12/3
00-511 Warszawa, Poland
Tel: +48 22 622 20 56
Fax: +48 22 622 20 56
Email: joe.tunney@bpcc.org.pl
Website: www.bpcc.org.pl
PAlilZ - Polish Information and Foreign
Investment Agency
invest@paiz.gov.pl
Romania
British Romanian Chamber of Commerce
Executive Director: Agata Stefan
Etajul 1, Cam 107, IPCT Building
Str. Tudor Arghezi nr. 21, Sector 2
020943 Bucuresti
Bucharest, Romania
Tel: +40 752 003 066
Email: info@brcconline.eu
Website: www.brcconline.eu
Romania Trade & Invest
office@romtradeinvest.ro

Serbia
British-Serbian Chamber of Commerce
Director: Jelena Krzanicki
c/o Akin Gump Strauss Hauer & Feld
8th Floor, Ten Bishop’s Square
London E1 6EG, United Kingdom
Tel: +44 7765 775 179
Fax: +44 207 504 8568
Email: jelena@britserbcham.eu
Website: www.britserbcham.eu
SIEPA – Serbia Investment and Export
Promotion Agency
office@siepa.gov.rs
Slovakia
British Chamber of Commerce in the
Slovak Republic
Executive Director: Livia Eperjesiova
Paulinyho 8
811 02 Bratislava, Slovakia
Tel/Fax: +421 2 5292 0371
Email: director@britcham.sk
Website: www.britcham.sk

Slovenia
British Chamber of Commerce in Slovenia
Sales & Marketing Director: Tina Krizan
Slovenska cesta 34
1000 Ljubljana, Slovenia
Tel: +386 40 131 744
Fax: +386 14 701 699
Email: info@bccs.si
Website: www.bccs.si
JAPTI - Public Agency of the Republic of
Slovenia for Entrepreneurship and Foreign
Investments Division for FDI
fdi@japti.si
Council of British Chambers of Commerce
in Europe (COBCOE)
Executive Director: Anne-Marie Martin
Tel: +44 208 316 5951
Email: anne-marie.martin@cobcoe.eu
Website:www.cobcoe.eu

SARIO - Slovak Investment and Trade
Development Agency
sario@sario.sk
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