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Dear friends,

i We are here again to share with you
¢ the fourth issue of our Business Link

Magazine, prepared by the team of

the association South East Europe

Business Development Network

(SEEBDN) in these challenging times
when the world has been hit by COV-

ID-19 virus.

Although the pandemic has post-
i poned some of our activities, we
i are determined to continue, keep-

ing in mind all precautionary meas-
ures. When the “war against the

: virus” stops, we must continue with
¢ full power to do what we do best -
i connecting companies in at least

10 different countries and helping

their business grow, which will push
i the GDP growth and overall devel-
opment. Saving the economy from
¢ crash and putting it back on its feet
when the danger caused by the virus

is finally over, is the primary goal of

every government. Thatis a common
goal, regardless of whether a coun-
i try is more developed or less devel-
oped. SEEBDN is also here, and we
i are determined to give our contribu-
tion, and to do our best to help that
the recovery comes sooner, rather
¢ than later.

Let us remind you how we work,

among other things. We aim to fur-
i ther link the economy of Southeast

Europe with the markets of Austria

and Germany, primarily. We achieve
this goal through exclusive and tar-
i geted events for our members, titled
the “Business Circle”, “Destination
i on the Rise”, etc. At the same time,

we continuously support members
who have targeted requests to meet
specific companies in these markets.
We had already successfully held
several “Business Circle” events,
gathering reputable people, deci-
sion makers, CEO’s, owners of small
and medium-sized enterprises, rep-
resentatives of leading European
institutions, diplomats, etc. We also
had a “Destination on the Rise —
Montenegro” event in 2019, in co-
operation with the Grimex Consult
company and the daily newspaper
“Die Presse”, and with the support
of the Montenegrin government. We
gathered more than 150 participants,
featuring Montenegrin Deputy Prime
Minister and Minister of Agriculture
Milutin Simovic as a keynote speaker,
where we presented the economic
potential of Montenegro as an EU
accession candidate, and the most
significant companies of that country.
The next event that we had planned
to do was postponed due to this un-
fortunate situation with coronavirus.
We planned to have a “Destination
on the Rise 2020 - Croatia” event in
Vienna in April, in partnership with
the Austrian Federation of Industri-
alists, "Die Presse" and the Grimex
Consult. Another similar event with
Serbia in focus was planned for No-
vember in cooperation with the Ser-
bian Association of Economists, “Die
Presse” and the Grimex Consult. A
similar event with North Macedonia
in focus was also planned to be held
by the end of the year. We need to

point out that we have not given up
on these events; they are just being
postponed until it is safe to travel and
the virus is put under control.

Before that happens, SEEBDN
planned to have an event titled
“Women'’s Excellence Forum - Aus-
tria Connects with SEE”. The aim of
this event is to network high-ranking
women from business and politics
from Austria and SEE countries and
to present their experiences and
topics, like the future of leadership in
business and politics.

We are also planning, before the
end of this year, to publish at least
three more issues of the Business
Link Magazine. Our advantage is
that SEEBDN is already recognized
as a credible association, and we are
proud to say that our network and
membership are growing. We are
continuously inviting all ambitious
companies and managers to join
us in our mission to create business
bridges and good opportunities for
growth. You will certainly hear more
from us! More ideas. More business
opportunities. More success stories.
Stay safe!

With best wishes,

Aleksandar Gros, Secretary General,
SEEBDN

Fritz Kaltenegger, Chairman of the
Board, SEEBDN
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THE WORLD IS STRUGGLING WITH CORONAVIRUS
WILL IT TAKE YEARS TO RECOVER?

BY MARIJANA SIMIC

Economies are
struggling, business '

activities are deClmmg : even harder than China, especially

BUSINESS LINK

oronavirus has hit China, all
50 states in the USA, then
Europe, which has been hit

and almost every Italy, Spain and France, spreading to

. ) : the Western Balkans and South East
lﬂd%St?’y IS affeCted Europe, as well. While the world is
facing the biggest economic challenge
i since the Second World War, break-
ing budgets, banks, businesses, and
particularly small and medium-sized
! enterprises, causing shutting down of

i schools and institutions, keeping peo-

ple inside their houses, no country has
yet been able to rapidly find an effec-
tive cure.

Economies are struggling, business ac-
tivities are declining and almost every
industry is affected. Prior predictions
about world growth rate of around
3.3 percent are hardly going to ma-
terialize. The main task in the near
future will be to find a way to prevent
loss of jobs and further weakening of
businesses.

B Ep

30 DAYS
LEAVE

5

50%TAX
REDUCTION

Companies are trying to obtain a 50% reduction
of corporate income tax for legal entities and
entrepreneurs in 2020, with annual payments in
the following year in order to preserve liquidity

: WHAT CAN GOVERNMENT
. DO?

: quidity.

: maintain their liquidity.

IFOs OFFER A SUPPORT
: PACKAGE
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. public health, disease containment,
diagnosis, and treatment, money is
. also intended for support to the pri-
vate sector. About $8 billion from
: the $14 billion package is earmarked
for support to private companies and
their employees hurt by this economic
¢ downturn.

The IMF offers a support package
: as well, through two different types
of loans - Rapid Credit Facility and
: Rapid Financing Instrument, which

: . . . . ican isbur ickl i

: Companies are hit by this crisis. | <2 be disbu s.ed quickly to. assist
: - . i : member countries to implement pol-
: Mostly joined in associations, they :

: . . ¢ icies to address emergencies such as
. are asking from their governments to :

e . . ¢ the coronavirus. Financing under the
: immediately reduce taxes and contri- :

S . . : RCF is available to low-income coun-
: butions in case their employees were :

 absent from work for up to 30 days tries at a zero interest rate and with a

: due to coronavirus. They are also : grace period of 5.5 years, and a final

S . ¢ maturity of 10 years. Financial assis-
: asking for exemption from taxes and : Y y

: 0 . . : tance has an interest rate of about 1.5
: contributions during work interrup- :

tions. Companies are trying to obtain ; percentat the moment, and should be

: . . : repaid within 3? fi rs. Under
: a 50% reduction of corporate income : epaid within 3% to five years. Unde

: iy . both the RCF and RFI facilities, mem-
. tax for legal entities and entrepreneurs :

© in 2020, with annual payments in the : ber countries can draw up to 50 per-

following year in order to preserve li- ; cent of their respective quota (share in

¢ the IMF’s capital). The total number

: As for small businesses, they are the : of countries with access of up to $50

: ¢ billion under these two facilities or
: most vulnerable part of the economy,

: ) : augmentation of the existing arrange-
i so they are asking for a cut on tax- : "8 5 &

. es and contributions. They point out : ments amounts to about 130.

that they are in urgent need of loan : The EBRD has approved a framework

guarantee schemes so they could ¢ that will provide up to €1 billion only

: in the first phase for those clients who
are experiencing hardship, and the re-
¢ silience framework will last as long as
it is needed.

: Will some of these measures, if ap-
: plied, help, it remains to be seen. At

Part of that problem can be solved :

: through relevant international finance : this point, the level of possible dam-

: organisations (IFO). The World Bank age on economy is hard to predict.

Group and its IFC have approved a : What we know is that this global

: $14 billion financial package to assist : pandemic has so far infected ten times

companies and countries so they can more people than SARS. The world

! «prevent, detect and respond to the : will take years to recover the economy

: rapid spread of COVID-197. Beside  from COVID-19.

BUSINESS LINK
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AUSTRIA WILL SUPPORT EU PATH
OF THE WESTERN BALKANS

KAROLINE EDTSTADLER

Austrian Federal Minister for the EU and Constitution

lose relationships with the
countries of the Western Bal-
kans have traditionally been

a priority for Austria. Legend has it
. that the 19th-century Austrian diplo-
¢ mat and Chancellor Prince Metternich

. even located the Balkans in Vienna by

claiming, “The Balkans begins at the

¢ Rennweg”. Although we may dismiss

i Metternich’s allegation as pleasantry,

: there lies a certain amount of truth in

: this quotation.

Austria is also open to
improvements of the EU
accession process and
will continue to play an
active and constructive

¢ Austria does share strong historical

and cultural links with the region. To-

¢ day all six countries are of vital stra-
¢ tegic and economic importance for
. Austria, as well as for Europe.

: Friendly and cooperative relations

role in this matter

: with the region are therefore a clear

¢ priority for the new Austrian govern-

. ment. Austria will continue to work

actively towards bringing the whole

¢ region closer to the European Union.

: The hesitancy of some members of the

: European Union to open accession ne-

. gotiations with North Macedonia and

: Albania is a mistake, and contrary to

: the EU’ geostrategic and security in-

. terests. If the EU does not recognise

: the progress made by these countries,

. it risks harming its own credibility

i and increasing the danger of further

¢ destabilisation in the region. We have

already seen implications in that direc-
tion, when the government of North
Macedonia called for new elections in
January, after having been denied the
opening of negotiations with the EU
in October.

In the past Austria has seen itself in the
role of a bridge builder in the Western
Balkans. Building on this, we will con-
tinue to offer our full support for these
countries at all stages of the accession
process, while also engaging with the
Member States that have shown to be
critical of this region.

Austria is also open to improvements
of the EU accession process and will
continue to play an active and con-
structive role in this matter. The Euro-
pean Commission put a well-balanced
proposal for the new methodology on
the table, and therefore discussions on
this topic no longer serve as an excuse
for further delays in the processes. 1
hope the European Council will find
the political will to start accession
negotiations with Albania and North
Macedonia at the next summit in
March. A positive decision is also the
precondition for a substantive debate
on an effective and future-oriented
strategy at the EU-Western Balkans
Summit in Zagreb in May.

BUSINESS LINK
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WE HAVE TO ACT QUICKLY

TO MITIGATE EFFECTS OF CORONA VIRUS

INTERVIEW: DARKO HORVAT, Croatian Minister of Economy, Entrepreneurship and Crafts

This is a new situation

that has affeCted the  Corona virus has spread all over the world, affecting not only health of the

whole world and is People, butalso the global economy. This is a new situation that has affected
. . the whole world and is already having a major impact on people's health and
already having a major

/ 's consequences for the national economy. Therefore, it is important that we
impact on people's
act as quickly as possible to mitigate these negative effects — this is how the
healtb dﬂd the glObdl Croatian Minister of Economy, Entrepreneurship and Crafts, Darko Horvat,
economy commented the situation caused by Covid-19 virus that has hit the world.

the global economy. In this regard, no country will be deprived of certain

BUSINESS LINK

BL: What is the current situation in :

DH: If Croatia was not a member :

Croatia? What can the government do
to mitigate the negative impact of the :

virus?

DM: In Croatia, we have already
established horizontal cooperation
between all relevant departments, :
associations, employers, chambers
and trade unions in order to bring :
out quality measures that will help
our economy, primarily our entrepre- :
neurs, but also to ultimately preserve
jobs. Currently, the biggest problem :
for our companies is ensuring liquid-
ity. That is the reason why we are
talking to banks and some other in- :
stitutions about possible credit lines
through which they would be able to :
ensure a smooth continuation of op-
erations or refinance existing loans.
Also, we are discussing a possibility
of imposing a moratorium, i.e. put-
ting off the payments of liabilities for :
a certain period of time. The option
of delaying payments of income tax, :
corporate tax and contributions is
also under consideration, as well as :
prolonging the implementation of
certain EU-funded for the necessary
period. Of course, we will need to :
coordinate some of this actions and :

but I believe that we are going to get
the approval we need, given the finan- :
cial aid package already announced
by the European Commission for all
of the member states. In any case, this :

we will have to work together to get :

on top of it as quickly as possible.

BL: You said recently that investments :

generate growth, but the EU funds ac- :
celerate it. How can Croatia use the :

EU Funds better?

of the European Union, some of the
biggest projects in the country such :
as the Peljesac Bridge or LNG Ter-
: minal would not be in the process :
of construction. You can find exam-
ples on almost every corner of how
EU funds are changing Croatia and :
the importance they have for the de-
velopment and growth of our econ- :
omy. However, in addition to large
infrastructural projects that are con- :
ducted by the state, it is extremely
important that the private sector :
gives its contribution to the growth
as well — especially micro, small and :

. Ensuring liquidity is

medium-sized enterprises. In order to :
: the biggest problem
in the EU, but on the global market : . W
as well, those investments have to be : f or companies. We are

. talking to banks and

technologies and innovation, which : . . .
. .  Some ot/?er mmstitutions
consequentially has to raise the pro- :

i about possible credit

ductivity of enterprises. This is what :

remain competitive, not only with-

connected with the adoption of new

I mean when I say that EU Structural

: lines through which they

Funds should be the stimulator or the :

accelerator of growth. When we talk would be able to ensure

. a smooth continuation
portant to emphasise that the Minis- :

try of Economy, Entrepreneurship and : Of operations or

| refinance existing loans
subsidies worth approximately HRK :

measures with the European Union, 4.5 billion (EUR 600 million). Some

about investment promotion, it is im-

Crafts has granted more than 3.500

other projects, related to admission
of new technologies, research and de- :
velopment, are currently in the phase
of submission or evaluation. Here we
have a total amount HRK 1.5 billion :
situation is a novelty for everyone and (EUR 200 million) of grants. When we
add the contribution needed by the en- :
i trepreneurs themselves, we are talking
. about a huge capacity of new invest- :
ments. We strongly believe that this
will speed up our efforts in reaching
EU’s average of 2.5% of the national :
GDP, when it comes down to this type

BUSINESS LINK
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You can find examples :
] i tant discussions on the EU level at the
on almost every : moment, regarding Multiannual fi-

corner of how EU
¢ we consider to be very significant in

funds are changing

: terms of our membership in the EU.

Croatia and the :

¢ In regards to our current allocation of

inpO?’thﬂC@ they bhave : EUR 10.7 billion, Croatia has already

: announced tenders to the value of

fO?’ the development and 108%. I believe that it is important to

growth of our economy
: of the mandate of the current Gov-

BUSINESS LINK

of investments. There are some impor-

nancial framework 2021-2027, which

emphasise that during last three years

. ernment the number of contracted
projects rose from 9% to 86%. Once
: again, I have to stress out that the EU
! Funds change Croatia vastly and the
upcoming adoption of our national
¢ strategic development document is go-
ing to be the basis of further economic
i growth with the help of new financial
envelope coming from the EU.

BL: If foreign investments are gener-
ators of growth, what can you do to
. attract more of them? Having that in
mind, would regional approach be
helpful?

DH: By the end of the third quarter of
2019 there have been approximately
31 billion EUR of direct foreign in-
vestments in Croatia. Also, around
15,000 foreign companies are doing
business here at the moment. Last
year’s Global Competitiveness Scale
of the World Economic Forum (WEF)
showed that Croatia moved up five
places, which is also the biggest and
fastest progress in the region. This is
the result of sustainable fiscal policy,
GDP growth, credit rating increase,
predictable and moderate inflation,
and positive shifts in infrastructure,
health and labour market pillars. Fur-
thermore, we moved up seven posi-
tions on Doing Business score which
is a good indicator that the actions
and measures we are taking are deliv-
ering results. Why am I even mention-
ing this? Because we have achieved
growth in the Sectors that are signif-
icant to the investors. This refers to
tax payments, electricity, property
registration, starting a business, re-
ceiving building permits and protec-
tion of small investors. Our aspiration

is to emphasise these achievements as
much as possible for branding Croa-
tia as a desirable business and invest-
ment destination, not only as a tourist
destination. We have one of the most
competitive legal frameworks for in-
vestments in the EU and approximate-
ly 32% lower costs than the European
average. Also, investors have a lot of
different incentives and grants avail-
able, such as an option of possible
profit tax exemption, as well as high
quality infrastructure. Traditionally,
projects from the tourism sector are
prevailing on the coast, metal-work-
ing and other production investments
projects are mostly represented in the

significant credit rating agencies have
recognised positive results of our pol-
icies by lifting our rating and compet-
itiveness assessment. The important
fact to mention is that the growth of
export during the last three years was
the most important element for our
GDP growth, which eventually means
that we have a good base on which
Croatian export rests. Our entrepre-
neurs have been manufacturing great
products already, but we do need
new technologies, high value-added
products and specialised products or
services. Our Ministry has been con-
tributing a lot to the promotion of our
export potential through several dif-

Last year’s Global Competitiveness Scale of the
World Economic Forum (WEF) showed that
Croatia moved up five places, which is also the

biggest and fastest progress in the region

continental part, while ICT sector is
strong in larger places or cities. When
you ask me about the regional ap-
proach, of course there are no coun-
tries or enterprises that can function
in isolation, therefore I believe that
further enlargement of the EU to oth-
er Balkan countries would be useful.

BL: How can you encourage export?
Would introducing of euro currency

help exporters?

DH: We look at export as one of four
basic pillars for enhancement of the
economic growth, while remaining
three imply growth of the industri-
al manufacturing, new investments
and innovation. Currently, macroe-
conomic parameters in Croatia have
been significantly improved, public
finances consolidated, while the most

ferent models, which imply financial
aid from the national funds in accord-
ance with the Investment Promotion
Act, especially in the manufacturing
and processing sector. We do the same
with the State aid to the sector of in-
vestments in research and develop-
ment. [ am certain that entrepreneurs
welcome the Government’s efforts to
introduce euro because this will re-
duce exchange rate ratio, and is going
to solve the issue of currency clause
which has proven to be a problem for
many times so far.

BL: What is the future of the privati-
zation process in Croatia?

DH: Our Government faced several
large issues. It all started with Agrokor,
continued with the shipbuilding com-
panies Uljanik and 3. Maj in Pula and

BUSINESS LINK

Rijeka, respectively, and after that
with companies like Petrokemija or
Djuro Djakovic. Restructuring pro-
cess in all of these companies never
successfully carried out, and they nev-
er truly adjusted to the global market
conditions. Therefore, you can of-
ten hear me say that we are dealing
with two different tracks within our
economic scope. One of them refers
to creating quality measures for pro-
moting entrepreneurship, removing
administrative burden and attract-
ing new investors, while on the other
hand we have been actively involved
in solving numerous problems in com-
panies mentioned above, which have
been the result of poor management
and lack of responsibility. Business
models that existed there proved to
be untenable. To work without profit
and to cover the losses from the State
budget is not what the market econ-
omy should be and it is important
that we all understand this — everyone
from the state and taxpayers to com-
panies’ management and their work-
ers. I have already mentioned that my
attitude is that the state should priva-
tise all those companies that are not of
the strategic interest. Naturally, some
specific parts of infrastructure have to
remain in the state ownership. How-
ever, the companies in which the state
has a minority interest or has no influ-
ence over making business decisions
should be privatised and should be
provided with quality management,
because I cannot see any future for

them otherwise.

BUSINESS LINK
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AUSTRIA

CONNECTS WORLDS

CHRISTOPH NEUMAYER

Director General of the Federation for Austrian Industries

PHOTO: IV/Michalski
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or centuries, Austria has been
closely connected politically,

culturally and economically

with many countries in South-Eastern
and Eastern Europe. It is out of our
: shared past that a cooperative part-
nership of equals has grown in the
¢ last decades - for both economic and
for security-policy issues - and from
which both sides can profit today. The
¢ countries of the Western Balkans are
an integral part of Europe.

¢ Important drivers of this intercon-
nection was, and is the economy, that
served as a toehold into South-Eastern
: and Eastern Europe. Following the

fall of the Iron Curtain, red-white-red
companies counted to the so-called
'First-movers' - in the whole Central
and Eastern European region (CEE).
That many of them have come to stay,
accounts for the impressive figures:
domestic enterprises have invested
roughly 11.7 billion euros in the West-
ern Balkan countries along with Cro-
atia and Slovenia. In addition, Austri-
an companies are represented locally
with more than 2,400 branches and
production plants. Through the close
economic ties Austria, in turn, gains
continuous economic impetus.

It is for good reason that Austria has
advocated a more extensive integra-
tion of many South-European coun-
tries. In retrospect, the expansion of
the EU to embrace Slovenia, Hunga-
ry, Czech Republic, Slovakia or Po-
land (2004), Romania and Bulgaria
(2007), as well as Croatia (2013), can
be considered a success story. Europe
has once again become united, safer
and more prosperous.

The countries of the
Western Balkans and
Austria  profit  equally
from close cooperation
and business networking

The European perspective can also
be a driving force for positive change
in the region in the future. With that
in mind, Austrian industry calls for
further rapprochement between the
Western Balkan countries and Euro-
pean structures, and increased inte-
gration into a unified Europe when
given criteria, such as legal certainty,
are fulfilled.

In particular, the ongoing accession
negotiations with Serbia and Monte-
negro should gather pace. With regard
to Albania and North Macedonia, the
European Commission has already
recommended commencement of ac-
cession talks. We need to now reach
consensus between EU countries
quickly so that talks can begin expe-
ditiously. The prospect of accession
must also remain credible for poten-
tial candidates Bosnia and Herzegovi-
na and Kosovo.

The countries of the Western Balkans
are an important partner for Austria -
on a political, cultural and economic
level. This good cooperation should
set a precedent for the future.

BUSINESS LINK

SEEBDN

Southeast Europe Business Development Network
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COVID-19 HITS ALL SECTORS,
RECOVERY IS THE BIGGEST CHALLANGE

INTERVIEW: ZDRAVKO POCIVALSEK, Slovenian Minister of Economic

Development and Technology

PHOTO: Nebojsa Tejic

Slovenian Minister of Economic Development and Technology Zdravko Po- :
civalsek said in an interview for Business Link Magazine that the new challenge
Covid-19 hits all sectors, thus the recovery of the economy after pandemic will :

be the biggest challenge of the year.

"It seems that 2020 has brought many challenges, not just the regular work on
strengthening the competitiveness of our economy, increasing productivity, :
taking measures for demographic change and green deal, strengthening the
innovation capacity and digitalisation, diversifying markets, but also taking :
concrete measures due to the consequences of Covid-19 which will be seen

long after”, Pocivalsek said.

“Slovenia is highly integrated into the global economy and its economic
growth is driven primarily by exports. We export mostly everything what we :
produce (84.4%). The adverse consequences of this pandemic have hit al-
most every sector of the economy, disrupt the global trade, supply chains,
logistics, weaken the final demand for goods and services, and hit the tourism :
and travel market at a wider pace. Well, it is no doubt that the economic re-

covery of this pandemic will be the biggest challenge of the year”.

BUSINESS LINK

The adverse
consequences of

. Covid-19 pandemic
have hit almost every

. sector of the economy,
disrupt the global trade,
- supply chains, logistics,
weaken the final demand
. for goods and services,

' and hit the tourism and
| travel market at a wider
: pace

Slovenia will continue

with its creative and
smart vision towards
faster development of
digital society built on
science and information :
technologies

BI: In your opinion, what should be

the strategic direction of Slovenia, for

further development and acceleration
of economic growth?

ZP: The vision of Slovenia is based
on the firm grounds of the Green.
Creative. Smart. Country. Slovenia
has been focusing on green economy
and sustainable development in order

: to become an advanced, low-carbon

society that actively responds to glob-

. al challenges as well as co-create new
¢ trends. By investing in R&D, the de-
velopment of a digital society, culture

. of science and information technolo-

¢ gy, Slovenia will continue with its cre-

: ative and smart vision towards faster

development of digital society built on

: science and information technologies.

: We strive to achieve even stronger po-

¢ sition of Slovenian economy in smart

. solutions, especially in robotics and

: ICT sectors on the global level.

BUSINESS LINK

BL: If technology is an important

factor of economic development,

where is Slovenia compared to the
more developed EU member states?

ZP: Slovenia has traditionally been
a home to many new technological
solutions, but what we are focusing
is the more efficient transfer of tech-
nology into use. Our companies are
unicorns in some niche advanced and
sustainable fields. They are ready to
turn ideas into success as a myriad of
technological breakthroughs made
almost all industrial sectors show.
Slovenia has a history and dedication
to the field of Al and it is also setting
up the Europe’s first International
Research center for Artificial Intelli-
gence in Ljubljana under the auspic-
es of UNESCO. Each EU country
has developed different technologies
therefore a direct comparison among
countries in this domain is rather dif-
ficult. According to European Inno-
vation Scoreboard 2019 (EIS 2019),
Slovenia is a moderate innovator and
Slovenia's strengths are in firm invest-
ments, human resources and especial-
ly in scientific publications. Strengths
are also in ICT training and trade-
mark applications.

BL: When we talk about technology

and development, what could be the
Slovenian recipe for the countries of
the Western Balkans, which are can-

didates for EU membership?

ZP: R&D, innovation and creativity
are the foundation of the development
of society and the economy. As Slo-
venia strives to become a successful
and competitive international econ-
omy, it focuses on R&D, investment
in high-tech and smart technologies as
well as green technologies. These are
the areas where industries create high

BUSINESS LINK
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Western Balkans belong within the EU. The
question of when this goal will be achieved is a

matter of meeting the conditions

value added, create high-skilled jobs
and thus enable a country to com-
pete on a global scale. This requires
a shift in economic (and policy) focus
on specific niche areas and products
that are highly export oriented, and
at the same time attractive for FDIs.
This is also the solution for every
country for the stagnating productiv-
ity and decreased innovation, which
accompanied the post-crisis economic
recovery.

BL: What about economic gap?

ZP: Economic gap between the region
and the EU remains wide. While it
is true that we are witnessing steady
economic growth in the last couple of
years in the region, the development
gap remains and an increasing num-
bers of young people are still leaving
the region. Region cannot afford to
lose a generation of today’s educated
and energetic youth. In the world of
fast changes and new technological
advancements, also EU cannot afford
to have a region in its center, which
is lagging behind and represents a
weight rather than an opportunity for
the European continent. Slovenia be-
lieves that we need a serious economic
plan for the Balkans. We expect that
the next EU-Western Balkans Summit
in Zagreb will lead a way in address-
ing these issues with concrete propos-
als in the area of economic, infrastruc-
ture and energy connectivity between
the EU and the region.

BUSINESS LINK

BL: Is the EU ready for the West-
ern Balkans and, on the other hand
how prepared are the Western Balkan :
countries to join the EU in the coming

years?

ZP: Western Balkans belongs within :
the EU. The question of when thisg
goal will be achieved is a matter of
meeting the conditions. These condi- :
tions should be clear as should be the
end goal — full membership. We can- :
not overstress that EU perspective and
EU progress are strongly related to the :
reform process and stability of the re-
gion. We also need to be aware that
the EU enlargement is not just a policy, :
it is a strategic choice. It is important
for our internal security and stability. :
Slovenia therefore supports upgraded
methodology of the EU enlargement :
process with the aim of improving :
the efficiency of the process. Current
most pertinent issue - decision on :
opening the negotiations with North
Macedonia and Albania is not only :
about these two countries. It is about
the EU’s strategic choice to continue :
with the enlargement process. Slove-
nia supports closely-knit three-tier ap-
proach to the region which includes :
revision/upgrading of the enlargement
methodology; opening of the negoti- :
ations with North Macedonia and
Albania; and Zagreb EU- Western
Balkans Summit - bridging the devel- :
opmental gap and achieving economic
convergence. We strongly believe that :
this is the right approach to reconfirm
credible, trust-based relation between

the region and the EU.

PREMIUM SERVICE WITH
EVERY SCHEDULED AIRLINE

Your individual VIP service directly to the aircraft.

Enjoy your own VIP lounge while your personal assistant

deals with the luggage and all formalities. Our limousine

will take you directly to the booked flight via the flight apron.

This service can be reserved for all airlines and booking classes:
www.viennaairport.com/VIP
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TECHNOLOGY COULD BE A
GREAT FORCE FOR GOOD

MEDEJA LONCAR
CEO Slovenia and
Croatia at Siemens

BUSINESS LINK

In 2015 the United Nations defined
17 sustainable development goals, key
challenges for our planet until the year
2030. The current progress, however,
seems not to be sufficient. We need
to accelerate. And the economy has a
cruical role to play in this — not only
because of its great impact on energy
use and CO2 emissions but also — or
mainly — because of its innovative
power.

For the last four years digitalization,
digital transformation and digital
technologies have earned more and
more attention — in industry, media
and general public. Deservingly so,

but only in a narrow spectrum of their
potential. Digital technologies have
tremendous potential for industrial,
large-scale solutions that will help
us meet the aforementioned goals,
cruical to our planet's survival. They
can help make clean energy available
to all. They can help us move from
the consumption of resources to the
re-use of resources. They can help
us shape efficient mobility systems
with zero emissions and affordable,
preventive healthcare. But sadly, the
biggest digital innovations so far have
been consumer-oriented.

In his keynote at the United Nations'
Al for Good Global Summit last year,
Siemens' Chairman Jim Hagemann
Snabbe argued that industrial artifi-
cial intelligence applications offered
much greater potential for shaping a
better planet than their better-known
consumer counterparts. Today's ar-
tificial intelligence (AI) solutions are
already capable of adjusting the pow-
erful gas turbines in electricity plants
to optimize operation, they contribute
to more efficient operation of city in-
frastructures and smart buildings. In
the future Al will help entire factories
to self-organize — to reconfigure man-
ufacturing processes to shift from one
product to another, find solutions for
unforeseen events, resolve interrup-
tions or reduce the consumption of
energy and other resources.

Al can also be the technological back-
bone of medicine in the future. And
it has the potential to significantly re-
duce food waste. Did you know that
500 million tons of food per year are
lost due to planning and handling is-
sues? And another 350 million tons
spoil each year due to inadequate
storage conditions and time lags in
transportation. The world’s largest
container shipping company that
transports 25 % of all refrigerated
containers worldwide is harnessing
digital technologies to eliminate this
kind of food waste.

And the technology's potential ex-
tends far beyond AI alone. The same
shipping company, for example, has
ambitious goals to decarbonize its
fleet (currently shipping accounts for
2 to 3 percent of global emissions)
— in cooperation with Siemens and
with converting renewable energy
to e-Fuels. The so-called Power-to-X
technologies seem to be the best way
to facilitate a smooth transition to
renewable sources of energy in all

sectors, argues Siemens. And as its
President and Chief Executive Officer
Joe Kaeser stated in his 5 actions for
stronger Europe: "If we really want to
achieve EU climate neutrality by 2050
/.../ We must unlock the full potential
of sectoral integration, since we live in
a connected global ecosystem."
Throughout history, technology has
helped us meet challenges. Today it
has the potential to be an even great-
er force for good. But how will it be-
come the driver of change that will
benefit people and the planet? As Jim
Hagemann Snabe argues, it's up to re-
sponsible leaders to guide things in the
right directions. But above all, tech-
nology must command trust.

BUSINESS LINK

Jim Hagemann Snabbe said that industrial
artificial intelligence applications offered much
greater potential for shaping a better planet than
their better-known consumer counterparts

\

19

BUSINESS LINK




<

20

BUSINESS LINK

SLOWDOWN DRIVEN BY COVID-19
BRINGS LOWER GROWTH RATES

INTERVIEW: BRANKO AZESKI,

The global growth
expectations for 2020

were an increase to .
3.3%, but the slowdown :

President of the Economic Chamber of NORTH Macedonia

il | e T
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: What could be the consequences of the Covid-19 virus for private business?
Do you expect slowing down of the economy in your country, and in this light,
i what about the world growth? Branko Azeski, the President of the Chamber
of Commerce of North Macedonia, says in an interview for the Business Link

Magazine that it is an undisputable conclusion that we are facing the most

: difficult challenge to date and it will last.

of consumption and

the disruption of
production, caused by
Covid-19, will change
the expected projections

BUSINESS LINK

"Currently, no one can assess how long this will take and how it will develop in

i the future. The real condition of the private sector is demotivating and prob-
lematic, considering we have inferred that an ability to foresee is the most
significant tool in business, and in this situation, this is missing. The surprising
¢ factisthatthere is no common approach from the European Union, but rather
: each country is left on its own to tackle the situation we all find ourselves in”,
he says.

The business requires
simplicity, foreseeability,
certainty... this is the
essential message that
authorities need to
understand both in our
country and across the
region

: BL: What about global growth, will

BUSINESS LINK

economic cooperation could contrib-

it slow down, having the pandemic in
: mind?

: BA: Concerning the global growth,
we are preparing for the worst and
hope for the best. The expectations
¢ for 2020 were an increase to 3.3%,
but the slowdown of consumption
. and the disruption of production will
change the expected projections.

: BL: According to_the latest World
. Bank report, before Covid-19, the av-

erage GDP growth of the Western Bal-
kan region for the previous year was
: around 3%, and North Macedonian
growth was 3.1%. What is in your
. opinion needed to be done, so the
WB countries could stimulate higher
growth rates?

BA: The Western Balkans economies
i are actively carrying out reforms to
improve their competitiveness since
: the early 2000s. The reforms car-
ried out throughout the years, from
removing the trade and investment
¢ barriers to facilitation of the region-
al integration in the global markets,
. significantly contributed to the eco-
nomic development of the entire re-
: gion, which in turn, doubled the size
of the six economies and increased the
: export volume sixfold. Nevertheless,
these achievements are not enough
- we require bold and decisive steps
. to increase the competitiveness and
productivity of these economies, inte-
i grate them in the global supply chains,
introduce digitization, modern tech-
. nologies and increase the quality and
standards of the domestic production,
but also liberalize the intraregional
i cooperation.

BL: Being the head of the Chamber of
: Commerce, do you think that regional

ute and accelerate growth? What are
the preconditions?

BA: My professional, but also per-
sonal path is closely tied to the Bal-
kans — therefore, I strongly believe in
the benefits that could stem from the
regional cooperation, based on trust
and synergy. Consequently, since the
very beginning, I have been involved
in the idea of the Chamber Investment
Forum (CIF), an association founded
by the chambers of commerce from
the Western Balkans region under
the Berlin Process. Moreover, starting
next month, I will assume the role of
CIF Chairman. The reason why CIF
is perhaps the most important tool
to strengthen the regional economic
cooperation and one of the most suc-
cessful results of the Berlin Process,
is the fact that the essence of its ex-
istence is based on the idea that free
trade and regional integration ben-
efits every country in the long-term
and that through joint cooperation,
we can do much more than any of
our individual business communi-
ties could accomplish by themselves.
Nonetheless, there are still open issues
concerning the further intensification
and enhancement of the cooperation
between the business communities of
the Western Balkans region. The con-
trasting administrative procedures
between the separate countries in the
Western Balkans region and the long
waiting hours at the border crossing
points yet remain open issues to the
regional companies.

BL: We could say that you are the
voice of business sector in North

Macedonia. How do _companies in
your country mostly think about re-

gional market? Would it be good for
business, and how?

BUSINESS LINK
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BA: The data about the trade with the :
Western Balkans countries in the last
S years indicate that the companies :
have recognized the idea that we first
must learn to cooperate regionally, if
we wish to be prepared for the Euro- :
pean market. The total trade volume

of North Macedonia with the coun- :

tries in the Western Balkans region
has grown from EUR 1.09 billion in :

€518.4 MILION 2015
€734 MILION 2019

2015 to EUR 1.5 billion in 2019, that :

is over EUR 400 million larger trade
volume. We have observed the same :
growth regarding the Macedonian ex-
port to the Western Balkans countries :
—if it amounted to EUR 518.4 million :
in 2015, this figure reached EUR 734 :

— 41%

million in 2019, that is, 41% growth :
in the period compared. A market of :

2 or 10 million people, which we di-
rectly have border with, is much more :
important than a market with 100 :

million people 3,000 kilometers away
and therefore, we have to give priority

to the issues related to overcoming the :

obstacles to the mutual trade.

BL: North Macedonia is on the 17th
place, ranked by the criteria of “ease :

of doing business”, according to the :

One of the activities
we focused on in CIF is
. precisely the promotion
of the region as a single
investment destination

through the

World Bank report for 2020. That :
is the highest ranking in the Western
Balkans. How can you further im-
prove your business climate, in order :

to attract more investments? What is

your advice to others?

BA: The business requires simplici-
ty, foreseeability, certainty... this is :
the essential message that author-
ities need to understand both in our :
country and across the region. North
Macedonia has significantly advanced :
in this regard, where the progress we
have been making for several years
concerning the World Bank ranking is :
especially positive, but much remains :

BUSINESS LINK

Mickdle East and Marth Alica Ir*l&"_\:‘l‘e ol days and procedunss

v~ EASE OF DOING
1 BUSINESS ”

: to be done. My recommendation is
to work on business deregulation on
every level — the business knows how
. to valorize that.

BL: When you talk to foreign inves-
. tors, what do they usually tell you,

: what are the obstacles for investing
: more in Western Balkan countries?

: Can we overcome those obstacles?

BA: In the upcoming period, the West-
: ern Balkans will become increasingly
attractive investment destination, ow-
: ing to the multiple advantages it of-
fers. Therefore, one of the activities
we focused on in CIF is precisely the
: promotion of the region as a single
investment destination through the
. investinsee.com platform. I would
not call them obstacles, rather missed
opportunities for more sizable invest-
¢ ments, resulting from our discordant
. legal systems, which impede the devel-
. opment of regional supply chains — the
faster we remove the limitations to the
. mutual trade, the more attractive the
entire region will become to foreign

Investinsee.com , :
: investments and therefore, the CIF is
PldthrWl : committed to achieving this goal.
= e
\ Nsee WHYSEE | NEWS | LEGALGTAXTOOLBOX | BWESTORSCONFIENCE | IMPROVESEE | SMARTSEE | ABOUTUS - | CONTAGT

Starting a business in thigs the easiest compared to Latin Armerica, Bt Axia and Pacific.

YOUR
BUSINESS
NETWORK.
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NORTH MACEDONIA:

TRANSPARENCY PUSH IN

PUBLIC FINANCE

NINA ANGELOVSKA
Minister of Finance of North Macedonia

BUSINESS LINK

I believe that
digitalization is our
only way to leapfrog,

to transform our
administration, fight tax
evasion and informality,
to speed up our
economic growth, to
eliminate bureaucracy,
fight corruption and

to ‘give wings’ to the
companies to drive the
growth

am a newcomer to the Govern-
Iment of the Republic of North

Macedonia. After being an entre-
preneur for almost 10 years my career
path took a sharp turn when Prime
Minister Zoran Zaev invited me to
take over the management of one of
the most important ministries just less
than a year before the upcoming elec-
tions.
With lots of optimism, energy and
thirst for change, I committed to
bring on the speed and mindset of the
private sector to the administration.
The ‘quality’ and ‘speed’ of change
are both equally important. In today’s
super-fast-changing digital world if

we are standing still we are moving
backward. And if we are moving with
the pace we are moving, it means we
are standing still. We need to put our
country in ‘fast-forward mode’ if we
really want to reach our potential.

Amongst the priorities of the Minis-
try of finance, I also committed to in-
fusing technologies and digitalization
across all sectors. I believe that digi-
talization is our only way to leapfrog,
to transform our administration, fight
tax evasion and informality, to speed
up our economic growth, to eliminate
bureaucracy, fight corruption and to
‘give wings’ to the companies to drive
the growth. It is also an enabler for

BUSINESS LINK

transparency - one of the key priorities
of the government.

Openness is key to the development
of our infant democracy - to increase
confidence and to keep government
representatives accountable at the
same time. Fiscal transparency can
help achieve financial and economic
stability, foster a well-informed de-
bate about the design and results of
fiscal policy, and ensure public-sector
accountability.

In that light were the three new tools
we launched at MoF that significantly
increased the transparency of public
finance management.

CAPITAL EXPENDITURES
Transparency push for better
realization!

The execution of capital invest-
ments has always been a key topic
in the media mostly due to the un-
der execution of certain budget us-
ers. The web application launched
in October provides monthly data
for the execution of the capital
expenditures by the budget users.
Now instead of commenting on
the average capital expenditures
as a whole, the public can have a
look at the ‘best in class’ and push
‘the ones who are lagging behind’.

OPEN FINANCE
Putting the treasury in the public
eye for greater accountability!

Citizens now have access to the
treasury, they can search and see
each transaction of every budget
user made in the past 10 years.
The project was initiated by the
former Minister of Finance with
the support of USAID and IRL. We
launched in November and in less
than two months there were over
200K searches by 20K users and
hundreds of articles and media
stories.

PUBLIC DEBT
Solving misconceptions with
transparency!

The public debt management is
the most common topic for polit-
ical accusations —This ‘problem’
triggered the development of a
new web application that consists
of all relevant information for
the public debt (borrowings, re-
payments, auctions, Eurobonds,
etc.) in an understandable and
user-friendly way. It also helps in-
crease financial literacy and gives
the power of the information to
the citizens.

Fiscal transparency can help achieve financial and

economic stability, foster a well-informed debate

about the design and results of fiscal policy, and

ensure public-sector accountability

I believe these achievements bring
the Republic of North Macedonia up
to the best practices on their specific
scopes. They should be continued by
further efforts to improve transparen-
cy and digitalization of our adminis-
tration and our economy as enablers
of long-term growth and political sta-
bility.

BUSINESS LINK
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IT'S HARD TO PREDICT
HOW DEEP ECONOMIC SCAR
CORONAVIRUS MIGHT LEAVE

INTERVIEW: BORIS VUJCIC, Governor of the Croatian National Bank

The measures taken today by
governments are primarily
aimed at preserving bealth and
minimizing buman loss, but :
policy makers also supplement
these measures with efforts

to mitigate negative social

and economic externalities of
pandemic

BUSINESS LINK

We face a unique economic shock creating a lot of uncertainty.
i Even experts in epidemiology are unable to predict reliably the
dynamics of the COVID-19 pandemic. Therefore, any assess-
ment of its economic impact is difficult to make and highly unre-
i liable —this is how the Governor of the Croatian National Bank,
Boris Vujcic, answered the question about the impact of Corona
i virus on the world economy in an interview with the Business
Link Magazine.

"Economic impacts also greatly depend on the policy makers'
measures to contain or mitigate the spread of the virus. The
i measures taken today by governments are primarily aimed at
preserving health and minimizing human loss, but policy makers
: also supplement these measures with efforts to mitigate neg-
: ative social and economic externalities of the pandemic”, he

: added.

BL: Do you expect slowing down of :

the economy in your COl.lIltl'y.>

BV: Economic activity in Croatia, as in
other countries in Europe and around :
the world, will be seriously negatively
affected by pandemic. How deep eco-
nomic scar coronavirus might leave :
behind is very difficult to predict.
Scenario currently envisaged by most :
analysts builds on the assumption of
rigorous containment measures that :
should contain the coronavirus out-

BL: You said that you didn't expect a

. recession in the following two years. :
What are your expectations for eco- :

break by early summer. Under such
a scenario, economy might dive in a

short-lived recession during the first :

: nomic growth? And where is Croatia :

: compared to other Western Balkan :
. countries? :

half of the year with strong rebound
towards the end of the year.

BL: What about private businesses?

duction chains bottlenecks, workforce
shortages due to sick leave, isolation :
measures or the need to look after :
children that do not attend school,
as well as changing consumption pat- :
terns due to social distancing meas-
ures. The impact and economic costs :
for particular businesses will depend
on the nature of their production pro- :
cess and shifts in consumption pref-

erences.

the Republic of Croatia?

Downside risks to growth may arise if the main trading partners see a sharper

BV: Following a protracted and deep :
: recession, the Croatian economy has
. been growing on a sounder footing for :
the past half a decade. Croatian ex-
ports have benefited from joining the :
EU market, participation in Europe-
an value chains and the improvement :
of competitiveness. The economy has
been deleveraging, with the shares of
public and external debt in GDP on a :
downward path. The unemployment

rate is on a historically low level.

BV: As of February, we expect GDP
BV: Corporate sector is facing pro- : to grow by close to 3% over the next :
two years. The slight slowdown pri-
marily reflects a weaker external :
demand, while domestic demand is
expected to remain robust due to
favourable labour market develop-
ments and stronger absorption of EU
funds. Downside risks to growth may :
arise if the main trading partners see
a sharper slowdown than currently :
envisaged, and, in particular, if the
: magnitude of coronavirus infection
: increases substantially. The Croatian :

BL: Leaving the coronavirus asside, :

what is the macroeconomic picture of :
: Balkan countries, but this is not sur- :

economy is expected to grow slightly
below the economies of other Western :

prising given their lower level of GDP :
i per capita.
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slowdown than currently envisaged, and, in particular, if the magnitude of

coronavirus infection increases substantially
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The euro currency will
bring substantial gains
to Croatia, in terms of
lower exposure to risks,
greater resilience to
crises and increased cost
efficiency for households
and companies

BUSINESS LINK

BL: There was an idea of introducing
the euro currency in Croatia. What

»

BL: The introduction of the common
EU currency will, on one hand, cut

would this mean for the Croatian
economy?

BV: The introduction of the euro is
one of Croatia's strategic goals. The
largest benefit is the elimination of
currency risk. The Croatian econo-
my is characterised by a high level of
euroisation, which means that a large
share of total household, corporate
and government debt is indexed to
the euro. There are several other ben-
efits, such as the expected reduction of
interest rates, the increased efficiency
of exporters due to the elimination of
currency conversion costs, lower ex-
posure to risks and higher resilience
to financial crises.

an important monetary policy instru-
ment, and on the other hand, what

will Croatia gain from that?

BV: Losing the independence of mon-
etary policy is more a theoretical than
a practical issue, since the room for its
active use is greatly limited, particu-
larly in light of the level of euroisa-
tion of the economy. Croatia is closely
integrated with the euro area and its
economic developments are well syn-
chronized with those in the euro area.
In such a context, the ECB's mone-
tary policy in most cases will be fitting
the Croatian economy. On the other
hand, as I just said, the euro will bring

substantial gains in terms of lower ex-
posure to risks, greater resilience to
crises and increased cost efficiency for
households and companies.

BL: What are the prerequisites for in-

troducing the euro as a Croatian cur-
rency? And how realistic is it to do it

and within what timeframe?

BV: Since 2016, Croatia has met the
criteria for the euro adoption as set
by the Treaty relating to price stabil-
ity, public finance sustainability and
long-term interest rates. Though there
is a history of the exchange rate sta-
bility, formally we do not meet that
particular criterion since we have not
yet started our participation in the Ex-
change Rate Mechanism IT (ERM II).

In that regard, in July 2019 Croatia
expressed its intent to join the ERM
IT and committed to implement a set
of reform measures prior to the ERM
IT entry, which include preparations
for establishing close-cooperation
with the ECB. The implementation is
well under way and we expect to be
a good candidate to join the mecha-
nism in the second half of 2020. We
would then need to participate in the
ERM II for at least two years, which,
together with a continuation of good
performance in terms of other crite-
ria, would subsequently bring us into
a position to adopt the euro.

BL: The Central Bank can encourage

exports or_imports by its measures.
What is your strategy for the future?

BUSINESS LINK

BV: In response to appreciation pres-
sures arising from growing exports
and the inflow of EU funds, the central
bank has heavily intervened on the
foreign exchange market to prevent
the strengthening of the currency and
limit the loss of export competitive-
ness. Foreign exchange interventions
have also contributed to the high li-
quidity of the banking system, further
improved financing conditions and
supported corporate lending, which
is largely directed to exporters due to
their good performance.

BUSINESS LINK

29



<

30

BUSINESS LINK

CAPTURE OPPORTUNITY

FOR YOUR CLI

PHILIPP HAIN

CEO and Founder of Reval Crowdinvesting and Selected Estate

=REVAL

As a well equipped
firm, today we

are looking for
opportunities to
develop business in
Southeast Europe

BUSINESS LINK

eval heads as an integrat-
ed real estate group and has
been very active in Austria

: and Germany since it was founded.

¢ Through its subsidiaries, the firm op-
erates a brokerage house that liaises
selected real estate developers with
: financial institutions from Europe,
providing capital for promising proj-
¢ ects located in the German speaking
countries.

. For our clients which own real estate
inventories we have been able to in-
: crease the efficiency through capital
restructuring measures and we plan to

ENT

continue to grow our client base and
our transaction volume. Today Reval
is regarded as a place to go for devel-
opers and real estate firms seeking
equity financing, debt advisory and
capital restructuring as well as inves-
tors that appreciate us for our diligent
work when it comes to originating and
evaluating investment opportunities.

Apart from the brokerage house, we
operate a leading crowd investment
platform that allow investors to par-
ticipate in the real estate market which
is often restricted to larger players. As
a result of our long term strategy, we

have been able to efficiently capture
opportunities that are mostly derived
from the disproportionate demand for
housing in cities, as well as the posi- |
tive economic developments from re-
cent years.

Austria is a landlocked country, sur-
rounded by eight countries, and our
entrepreneurs  have traditionally
adapted an outward looking stan-
dard. The opportunity to expand fur-
ther has always motivated our work.
As a well equipped firm, today we are
looking for opportunities to develop
business in Southeast Europe.

We currently have projects in Croatia,
coupled with financial structures that
could standardize and facilitate the
investment process. We are planning
to invest alongside our investors and
maximize our potential in these mar-
kets.

REVAL

y Crowdinvesting
w platform

REVAL PRIME

Brokerage house,
capital restructuring,
separate business
division for
institutional investors
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COMING SOON

REALPROJECT

Agent activities,
apartments buy to let
(formerly selected estate)

OTHER SUBSIDIARIES

Project development

FUTURE IN PLANNING

Invest alongside investors,
choose the right product
to scale and standardize
mezzanine investment
opportunities

BUSINESS LINK
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INCREASING PESSIMISM OF CEOS

ABOUT THE WORLD
GROWTH

By Hrvoje Kresié,
TV N1

36% of CEQOs point it
out over-regulation as
their main concern. It
may vary country by
country, but the overall
regulation issue is still a
big phenomenon

BUSINESS LINK

INTERVIEW: ROBERT MORITZ, the global CEO
of PwC

HK: Mr. Moritz - what’s with all the
: pessimism?

RM: Well, there are several reasons
for that. The CEOs have had to deal
: with - especially throughout the last
year - with a tremendous amount of
uncertainty; the number of risks that
: keep rising and change each and every
day; the impact that these uncertain-
: ties have on not only their organi-
sations and companies, but also the
: world. Last but not least, the question
is - how do I deal with that? Many
of these issues are non-controllable,
: which raises a concern that I can’t
control my own destiny. So, all of that
: combined raises the level on uncer-
: tainty and therefore brings an element
of pessimism to the table both on the
i economy, but also on their ability to
pursue their own and their company’s
: agenda.

CEOs of the world are pessimistic over the global economic outlook in 2020,
i and their pessimism is on a record level. That would be, in a nutshell, the re-
sult of the annual survey conducted by PricewaterhouseCoopers (PwC), which
is unveiled every year during the World Economic Forum in Davos. The sur-
vey includes responses from 1,581 officers spanning 83 territories, and 53%
of CEOs surveyed are predicting a decline in the rate of economic growth
i in 2020, up from 29% in 2019 and many multiples higher than the mere 5%
registered in 2018. Business Link was at the presentation in Davos, and had
the exclusive opportunity to talk with Robert Moritz, the global CEO of PwC.

HK: The biggest concern among
CEOQs is the over-regulation?

RM: Yes, 36% of CEOs point it out as
their main concern. It may vary coun-
try by country, but the overall regula-
tion issue is still a big phenomenon.
The CEOs are focused on three major
themes. First, that we will end up see-
ing more regulation around the type
of contact that's allowed or leveraged
across the internet. Second, CEOs are
very worried about government inter-
vention in terms of breaking up some
of the larger tech houses right now.
And third is whether or not data is be-
ing used with some form of compensa-
tion to individuals. Those three things
are what CEOs believe might be com-
ing when we think of more regulation.
This concept of over-regulation is an
interesting phenomenon to watch not
just in the tech space, but even beyond

that in terms of taxation, climate, and :

the role governments will play.

trade conflicts?

year-over-year. These CEOs are re-
sponding to a reduction in their abil- :
ity to actually transact. But there’s
the other side of that medal, which I :
find interesting as well: even though
there's a huge trade conflict issue out
there, the CEOs in the US still have :
China as the No.1 area they'd want to

invest outside of their home country.

HK: There is one region, however, :

where pessimism among CEOs is not :
s0 strong: according to your survey, in :

: Central and Eastern Europe (CEE) not :

only that there’s no pessimism, but the that support and connection to Asia,

. CEOs there are even slightly optimis- :

HK: Almost at the same level - I think : tic. Why is that?

some 35% of CEOs point that out as :

their main reason for pessimism - are : RM: Clearly when you look at CEE :

¢ you can notice several things. First, * that has surprised you?
¢ they are indeed a little bit more im- :
RM: Indeed, and we haven’t had that :

until recently, it's risen significantly :

mune because they see benefits from RM: Indeed, three things in particular.

different directions - one of them : First would be the fact that climate

from China’s “Belt and Road” initi- ; globally has not raised itself to be a

ative, for instance. Second, they see a

demographics and the rise of the mid-

. leverage on technology and continu- :
¢ ously change their organisations can : Economic Forum, ask me the same

indeed control their destiny and even :

thrive in a globally slowing economy.

BUSINESS LINK

the world - which has been known for

particularly China, and back - has got

. some upside to it.

: HK: Is there anything in this support

: top ten risk.
lot of opportunity in terms of better :

HK: How do you explain that? We’re

dle class. I would also argue that the in Davos after all, where nobody talks

CEE had a lot more innovation and . about anything else apart from cli-

leveraging on technology in a big time : mate changes?

way. And we believe that those that :

RM: Well this is the first day of World

question at the end of this week and

climate change will probably be topic
So it’s not surprising that that part of :

number one. But prior to this - which

BUSINESS LINK
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I think is more appropriate, it goes
to the point around what is on the
mind of the CEOs. There’s so many
different things that climate in some
parts of the world continues to go
down and down, whereas other issues
are seen as more important. Second
phenomenon is the differentiation be-
tween corporations that see climate
change as corporate responsibility
agenda, not necessarily something
that is embedded in everything that
they do. And that’s where more than
50% of CEOs around the world now
finally see this as an opportunity to
differentiate themselves. China is a
good example of that, China has seen
the highest level of confidence: lev-
eraging technology having a positive
impact on climate and competitive
advantage resulting from it. And last
but not least, you get back at that is-
sue can I control it and what can I do
about it. And this is where we would
argue - the PwC - everybody has a role
to play, no matter how small.

The CEOs are focused
on 3 major themes:

1) that we will end up
seeing more regulation;
2) government
intervention in terms
of breaking up some of
the larger tech houses;
3) whether or not data
is being used with some
form of compensation to
individuals
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CHINESE INVESTMENT IN SEE:
A TWO-WAY ROAD, OR NOT EXACTLY

NEVENA KRASTEVA, Editor-in-chief, SeeNews

According to The China
Global Investment
Tracker published by

the American Enterprise

Institute, Chinese
investments in SEE
exceeded $15 billion in
2013-2019

SeeNews

Business Intelligence
for Southeast Europe

i China's Zijin Mining Group intends
to invest $800 million in the expan-
: sion of its production capacity in Ser-
bia in 2020, Belgrade-based media
reported at the beginning of the year.
i The Chinese group acquired a major-
ity stake in Serbia’s RTB Bor copper
. producer in December 2018, planning
to make Serbia the third-largest cop-
: per producer in Europe by investing
$1.26 billion to boost the efficiency
of operations and open new mines. A
. year later, Zijin signed an agreement
to acquire more copper and gold as-
. sets in Serbia, the Timok project, for
up to $390 million.

The two deals add to a long list of
. Chinese investments in Southeast Eu-
rope (SEE) in various sectors includ-
ing energy, infrastructure, tourism
. and automotive over the past years as
part of the Chinese government’s Belt
and Road Initiative (BRI).

According to The China Global In-
vestment Tracker published by the
American Enterprise Institute, Chi-
. nese investments in SEE exceeded $15
billion in 2013-2019. Serbia alone has
¢ attracted some $10 billion of the total,
with $1.1 billion to be invested in the
: modernisation of the Serbian section
of the Budapest-Belgrade railway.

. Trade-to-GDP statistics prove that
¢ European countries were and remain
: much more open to trade than China

BUSINESS LINK

(excluding Hong Kong) or Russia, and
this is truer for small economies, says
Krassen Stanchev, a professor of Eco-
nomics at Sofia University and CEO of
economic consultancy KC2 Ltd.

He highlights World Bank develop-
ment indicators — the share of trade
in GDP was 58.04% globally, 124%
in Bulgaria and 37% in China in 2015.
In terms of value of exported goods
(% of GDP, 2014), China (23 %) stays
below the world average (25%), while
in Eastern Europe (EE) the ratio is
about 50%. At the same time, China’s
manufacturing and clothing exports
form 25% and 35%, respectively, of
the global volume. The costs of living
in major Chinese industrial centers are
higher compared to similar locations
in Eastern Europe, while China’s real
GDP per capita is 40% lower com-
pared to Eastern Europe and 10%
lower than in Serbia.

This explains why initiatives like BRI
are believed to be able to open China’s
access via Eastern Europe to one of the
world’s richest and most sophisticated
markets, while boosting investment
and growth in these countries and the
EU, says Stanchev.

Yet, analysts point out that while Chi-
nese investors have access to almost all
industries in Europe, the investments
by European investors in China are
strategically limited. BRI’s impact on

BUSINESS LINK
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Despite the sharp rise in
investment volumes, the
impact of China’s invest-
ments in SEE should not
be exaggerated :

¢ trade is also in China’s favour: Beijing

is gaining increased importance on

¢ the SEE markets through the initiative

but the same does not hold true for
the SEE countries’ exports to China.

: “China is getting a decent share of the

: local import market. This is not the

i same as exports. SEE countries do not

i get much more weight on the Chinese

¢ market. Most of the SEE countries are

running high trade deficits with China

¢ and this puts the question to what ex-

* tent it makes sense to have too much

: further engagement of China in the re-

: gion as this may deteriorate trade bal-

: ances further,” Guenter Deuber, Head

: of Economics, Fixed Income and FX

Research at Raiffeisen Bank Interna-

¢ tional, noted at the 2019 annual meet-
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ing of the European Bank for Recon-
struction and Development (EBRD), a
leading investor in the region.

Furthermore, Chinese projects are of-
ten treated outside of typical project
selection processes or procurement
procedures.

In the case of Montenegro, they are
also treated without full attention to
debt sustainability considerations,
the International Monetary Fund
(IMF) has said in a report on public
infrastructure in the Western Balkans,
referring to the Bar-Boljare motor-
way being built by China Road and
Bridge Corporation. The Bar-Boljare
motorway will make part of Europe-
an Corridor XI linking Italy's Bari to

USA - 35.1 %

OF THE INWARD
INVESTMENT IN

THE EU-28

Romania's Bucharest via Montenegro
. and Serbia, will cost an estimated 929
million euros, which has prompted
a warning by Moody’s that it pos-
. es challenges to Montenegro’s fiscal
position. The capacity of SEE coun-
: tries to maintain large pieces of infra-
structure has also been questioned, as
high maintenance costs fuel fears that
: countries in the region may enter a
debt spiral.

International financial institutions
. have also expressed concerns that the
execution of construction works by
: Chinese contractors, suppliers and
workers and the use of Chinese mate-
rials may significantly reduce the eco-
. nomic benefits for the region in terms
of job creation. Cost control and
: project preparation too are feared to
be substandard. Also, currency risks
associated with Chinese projects are
. brought forward as the large part of
the financing for them is in US dollars,
: while the SEE economies are closely
linked to the euro.

In addition, China is making its in-
vestments in the region through its
. state-owned enterprises and banks
rather than the private sector, which
: raises concerns about Beijing’s grow-
ing political influence in the region.

Regulation-wise, China investment
raises issues related to compliance
¢ with EU state aid rules. Some Chinese
investment plans, like participation in
. the prospective construction of Bul-
garia’s Belene nuclear power plant,

BUSINESS LINK

. China’s investments are still insignificant as
compared to US investments. At the end of 2017,

: the United States held 35.1 % of the inward
investment in the EU-28 from the rest of the world

require state guarantees — difficult to
get exemption for from the EU Com-
mission, Stanchev adds.

Security concerns and personal data
protection too should not be over-
looked, as well as environmental
issues. In a region which has grave
problems with its air quality, most of
China’s energy investments are direct-
ed towards construction of coal-fired
power plants, like the one in Bosnia’s
Tuzla, counteracting energy-related
EU projects aiming to support the
shift towards a low-carbon economy.
Yet, despite the sharp rise in invest-
ment volumes, the impact of China’s
investments in SEE should not be ex-
aggerated. According to Eurostat, at
the end of 2017 China accounted for
0.9% of inward FDI positions in the
EU-28 economy, while about 2.4 %
of the EU-28’s outward stocks of FDI
were held in China.

Furthermore, China’s investments are
still insignificant as compared to US
investments. At the end of 2017, the
United States held 35.1 % of the in-
ward investment in the EU-28 from
the rest of the world.

Rather than act in a paranoid manner,
or make futile attempts to wall them-
selves off, the countries in the region
should better focus on where their
interests dovetail with those of their
Chinese partners, while making sure
that all security, sustainability and en-
vironmental standards are being met.
“Keep your eyes on the road, your
hands upon the wheel,” the old rock
& roll song goes.

BUSINESS LINK
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CLIMATE PROTECTION REQUIRES
CONSISTENT INTERNATIONAL POLITICS

FERDINAND HEILIG

Owner and CEO of CARBON Austria

bat against the anthropogenic cli-

l t seems mankind is losing the com- :

mate change. The policies and ac-
tions adopted by the Paris Agreement
are insuffi-cient to limit the ongoing
climate change. Especially as political
leaders aren’t cleverly taking advan-
tage of the remaining time slot to limit
the rise in tempera-ture and the asso-
ciated climate disruption.
Large areas of primary forests are still
being cut down or burned away., and
Eu-ropean countries' leaders, who
consider themselves as climate pro-
tection pio-neers, are naturally con-
cerned. However, they also do not
offer any alternatives or ultimately

BUSINESS LINK

¢ threaten political or economic sanc- :

tions! If Indonesia, Malaysia or Brazil
. are allowed to continue the exploita- :
tion of the “earth’s lungs” without
: consequences, their governments — :
driven by purely economic interests —
will continue to do so.
i In order to develop credible forest :
protection strategies, the European
: climate policy — now driven by ideo- :
logical concepts — needs to be changed
¢ fundamen-tally. With the expiry of the :
Kyoto Protocol and since the signing
of the Paris Agreement the EU has al-
: most entirely limited climate actions :
to its geographical borders due to dis-
: sonances and different interests. On :

European countries'
leaders, who consider
themselves as climate
protection pioneers,

are naturally concerned
when rainforests are set
on fire in order to obtain
pasture and arable land

Austria needs to set out

additional policies, as with

current measures it would miss
the 2020 and 2030 targets
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Fig. 2: Difference between the emission targets by 2030 and forecast emissions_(in% points; negative

values = target overachieving, positive values = target missing) (Source: ec.europa.eu)

the other hand, Kyoto Protocol pro-
vide a possibility to implement inter-
national emission reduction projects
outside of the EU and thus kick off a
knowhow and technology trans-fer.
With the expiry of the Kyoto Protocol
in 2020, the EU has limited flexibility
and the companies covered by the EU
emissions trading system (EU-ETS)
can no longer meet their emission re-
duction targets by measured, proven
and veri-fied international emission
reduction credits.

Article 6 of the Paris Agreement aims :

at promoting approaches that will

assist governments in implementing :

their NDCs through voluntary inter- :

national co-operation. Due to differ-

ent interests of various countries, Ar- :
ticle 6 has not yet been drafted and :
the legal framework is still lacking to :

promote cost-effective international- :

climate actions.
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EMISSION
REDUCTIONS

2.036 BILLION
TCO2E

8,000
REGISTERED
PROJECTS

100
COUNTRIES
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The CDM has been by far the most successful
instrument in international climate policy and has

led to emission reductions of over 2.036 billion
tCO2e in the context of almost 8,000 registered
projects in almost 100 countries

. AUSTRIA’S CLIMATE TARGETS-
: AN EXPENSIVE LOOK INTO
. THE FUTURE!

Austria's companies, which are cov-
: ered by the EU ETS (industry and en-
ergy production; "ETS sectors"), are
obliged to reduce their greenhouse
: gas emis-sions by 43% between 2021
and 2030 (compared to 2005). Dur-
: ing the same period, Austria needs to
reduce its greenhouse gas emissions in
. all other sectors - transport, domestic
heating, waste management, agricul-
ture and forestry; “non-ETS sectors”,
. as part of the EU Effort Sharing Deci-
sion by 36% compared to 2005. This
: means a reduction to approx.36.3
: million tCO2e in 2030.

: Austria needs to set out additional
policies, as with current measures it
would miss the 2020 and 2030 targets.
. In order to achieve climate targets in
the non-ETS sectors the options ac-
. cording to EU Effort Sharing Decision
are limited to: banking, reduction in
: the spending of EUAs for the ETS sec-
tors purchase of emission allocations
from other EU member states, pur-
¢ chase of emission certifi-cates from
CDM projects (possible until 2020).

OPTIONS FOR A MORE
COST-EFFECTIVE CLIMATE
POLICY IN AUSTRIA INVOLV-
ING SEE COUNTRIES

It would be advisable for Austria to
take advantage of the geographical
proximi-ty to and historical anchoring
and friendship with the south-eastern
European candidate countries and to
make them a part of a cost-effective
climate policy. Because it makes little
sense to enact measures in Austria or
to grant subsidies that avoid a ton of
CO2e by several 1,000 Euros, if the
same amount of emission reductions
can be achieved more cheaply in a dif-
ferent country.

The Austrian public budget could be
relieved by several 100 million Euros
by 2030, when using bilateral climate
projects (such as investments in re-
newable energy projects, energy effi-
ciency projects, fuel switch projects,
...) in countries in SEE! However, it is
essential to subject the respective pro-
jects to a functioning project monitor-
ing, so that the measurability and an
independent verifiability of the gen-
erated emission reductions is guaran-
teed. Since Montenegro, for exam-ple,
has the last large, untouched primary
forest in South-eastern Europe, e.g.
this forest can be sustainably protect-
ed by a corresponding project.

Southeast Europe Business Development Network
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LGP - RELIABLE
BUSINESS PARTNER

GABRIEL LANSKY

Managing Partner at Lansky, Ganzger + partner, Attorneys at Law

International companies trust
our regional expertise: numerous
high-profile clients from the
energy, infrastructure, and
industry sector rely on LGP for
their success in the region

42| BUSINESS LINK

i Lansky, Ganzger + partner (LGP) is an international business law
firm catering to businesses, national governments, and interna-
: tional political institutions in all areas of private and public law.
With offices in Vienna (Austria), Bratislava (Slovakia), Nur-Sul-
tan (Kazakhstan) and Skopje (North Macedonia), and lawyers
. from 20 nations, LGP assists clients in economic, legal, political,
and country-specific questions for markets in the European Un-
. ion, the CIS, the Western Balkans and China.

In addition to representing commercial clients, the firm has exten-
¢ sive experience in the public and near-public sector, having carried
out numerous mandates in the transport, energy, and communal
i services sectors.

¢ Further, the firm advises sovereign states on issues of international
law, represents private and public clients in international arbitra-
tion matters, and assists clients in coming into compliance with
: EU and international standards.

: The Western Balkans holds great potential for growth and is of
 great interest to foreign investors; LGP’s Vienna-based Western
Balkans Desk and LGP Skopije is their first port of call for region-
. al business matters. International companies trust our regional
expertise: numerous high-profile clients from the energy, infra-
¢ structure, and industry sector rely on LGP for their success in the
region.

Another focus of our firm’s SEE activities is public sector con-
sultancy on the harmonization and alignment with Union law of
. national legal regimes. Our private-sector clients profit from this
in-depth knowledge of local specificities.

THE NEW
WORLD OF

PALMERS

RALPH HOFMANN
Director for Marketing & Sales at
Palmers Textil

s
PALMERS

As an Austrian company,
founded in 1914, we are the
Austrian market leader in the
lingerie sector with a brand
awareness of 97%

¢ Palmers is one of Austria’s top traditional brands with an impres-
. sive history. Today, we view ourselves as a 105-year-old start-up

— for we are at the beginning of a new era. Why? Times have
changed for the better. The days of “sex sells” and lingerie ads
for husbands are over. We are living in a world where we face up

¢ to realities. We are living in a world where we see every physique
as stunning. A world where women like women. A world where
: women are spoilt for choice and are proud of their unique and
distinctive personalities. And of their curves. A world where peo-
. ple and brands show attitude. A world that fits.

¢ As an Austrian company, founded in 1914, we are the Austri-
an market leader in the lingerie sector with a brand awareness
of 97%. The company known for its innovative approaches and
. products was the first business in Austria to implement a fran-
chise system in 1930. Thanks to the key factors underpinning the
: Palmers success story: innovative products and an iconic brand,
combined with extraordinary competence of service, Palmers has
¢ evolved to a succesful international fashion brand.

: Now, as the times of “sex sells* are gone, we focus on women
with all their individual needs and preferences. As it can be seen
¢ in the current Palmers campaign, we show many different women
with many different lifestyles. They all have one thing in common:
: they want the best fit, best quality and the best competence of
service. With the Palmers promise they get all of that from us.

Currently, Palmers has its presence in 17 countries with more
than 300 shops and over 700 employees. With the distribution
¢ channels divided in more than 160 own retail stores in Austria,
Germany, Croatia and Slovenia, more than 130 franchise stores
: in 15 countries and e-commerce channels, Palmers is following a
well integrated omni-channel strategy.

After our intensive expansion in the CEE market over the last
years, we extended our store number to 15 stores in Croatia and
. 4 stores in Slovenia. We are glad to offer our wide product mix
starting from seductive lingerie and underwear, swimwear, mens-
: wear, night and homewear to hosiery also in this high growth
: potential markets.
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| SEEBDN

The Southeast European Business Development
Network (SEEBDN) is an independent business as-
sociation of prominent managers, enterpeneurs and
diplomats from the countries of Southeast Europe,
Germany and Austria. We are a not-for-profit asso-
ciation (eingetragener Verein) based in Vienna.

The SEEBDN aims to enhance international busi-
ness operations of SEE economies, particularly with
the EU market, focusing particularly on developing
new business networks and stimulating business
operations of small and medium-sized enterprises
(SMEs) on external markets, but we are not neglect-
ing large companies either.

In this process, the SEEBDN will seek to support
inclusion of SEE economies in European Commis-
sion’s development projects, as well as in national
projects of EU members states, aimed at boosting
foreign economic ties.

For the benefit of its members, the SEEBDN will
use different resources. The SEEBDN shall seek to
link business people, scientists, politicians and other
stakeholders in European and regional processes of
importance for the SEE economies. We shall also
strengthen the flow of reliable, topical, economic,
financial, business and political information and
analyses of importance for the SEE region.

We are offering advertising opportunities in the
region, as well as in the EU and the international
market, mainly through the Business Link maga-
zine, and organization of occasional meetings for
business people from the SEE and the EU in order to
connect them with companies interested in business
partnerships.

Our organization would mainly focus on business
activities of small and medium-sized enterprises,
modern technology transfer, know-how, and would
also stimulate the use of digitalization and enhanced
activities towards developing a business network
aimed at linking SEE countries with interested com-
panies in the EU.

The SEEBDN shall provide additional financial re-
sources from EU funds, funds of EU member states
and other sources. Provision of regular online access
to programs of support to SMEs, which are offered
by the EU or state and business agencies from the re-
gion and the EU (tenders, other calls for proposals).

If you wish to join our association and use all busi-
ness opportunities that we can offer to our mem-
bers, for more information please visit our official
website: www.seebdn.eu.

CONTACT US
WEBSITE: www.seebdn.eu
ADDRESS: KrottenbachstraBe 151/3 A-1190, Vienna

TEL: +43 1

4780080

E-MAIL: a.gros@seebdn.eu
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ONLINE TO YOUR BUSINESS ACCOUNT:

THE FIRST AUSTRIAN BUSINESS BANK OFFERING EACCOUNT
OPENING. You can now have your business account opened quickly
and easily — online. If you wish, you can sign by eSIGNATURE. This
makes us the first business bank to digitize the entire account opening
process from eKYC to e-banking implementation on one platform!
www.myraiffeisen.com/eaccountopening
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AGRANA is successfully active around the world
in these three segments. We add value to
agricultural commodities such as fruits, potatoes,
corn, wheat and sugar beet to create a wide
range of industrial products. The portfolio range
extends from fruit preparations for yoghurts,
fruit juice concentrates and starch in food,
textiles, paper and bio-plastics to sugar in many
variants.

The natural upgrade



