The barometer of digitalization

A survey on managers' perception of the impact of
digitalization on companies in Romania

2017 edition
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The main conclusions of the survey

This survey probes the perceptions of managers and executives about the impact of digitalization on Romanian companies. The
guestionnaire, which received 329 responses, was applied between 9 February and 11 April, 2017. In this report we will refer to
digitalization as the use of storage and processing technology, search and retrieval of information between on- line users.

Top 5 conclusions

Strategy Leaders

Competitive

Obstacles Benefits
advantage

L

60% 69% 63% 55% 46%

of companies have not made of companies have not given a of respondents say they did not of respondents say that the say that cost reduction and
digital transformation the leader in the company's leadership capitalize on digitalizationto ~ main obstacle to digitalization is process simplification are
central part of their business the responsibility for the digital have a competitive edge. that they do not have 'digital the benefits of integrating
strategy. development of the business. consumers. the digital transformation
process.
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(M Demographics

Capital type Company type

® Private company

® Government

entity/State
enterprise
Foreign, Company listed on
70% the stock market

Total answers: 329 Total answers: 329
Skipped this question: 0 Skipped this question: 0
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vl Demographics

Industry/sector

Turnover (2016)

Retail & Wholesale 20%
Industry/Production 17%
Financial services
Other services
Information technology
Food industry/Agriculture
Transportation
Construction/Real Estate
Advertising/Media
Power & Utilies
Pharma industry/Healthcare

Telecommunication

R&D/New technologies 5%

0% 5% 10% 15% 20% 25%

Total answers: 329
Skipped this question: 0

> € 100 milions h 11%

€ 50-100 milions . 6%

€ 10-50 milions - 12%

€ 1-10 milions 41%

0% 10% 20% 30% 40% 50%

Total answers: 329
Skipped this question: 0
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s Demographics

Headquarter (county)

Respondent job title

Other county
Buzau
Dambovita
Alba
Arges
Bihor
Braila
Constanta
[Ifov

lasi
Prahova
Timis
Mures
Brasov
Cluyj
Bucharest

19%

0% 5% 10% 15% 20%

Total answers: 325
Skipped this question: 4

CEO/President/General —
Director 30%

Manager - | 26%
CFO/Treasurer/Controlor _ 17%

Department manager [N 11%

Vice President/ Executive
0,
Director - 8%

Board member I 2%

Other F 6%

0% 10% 20% 30% 40%

Total answers: 325
Skipped this question: 4
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The main technologies which currently transform the business environment

Source: World Economic Forum

Artificial Autonomous Customized mass Big Data
intelligence vehicles production, 3D printing and Cloud
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Internet of Robots Augmented reality Social media
Things (IoT) and drones and virtual reality platforms
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Companies in Romania and the maturity of the digitalization process

Source: ‘How to win at digital transformation’, Valoria
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() =0 25
[aa
Traditional Beginners Minimalist
Definition: They have Definition: They have begun to Definition: They have created an
inadequate technologies that implement technologies (eg. cloud and adequate technological infrastructure,
lead to a limited use of digital mobile) and/or develop a strategy for have a strategic direction for digital
data. digital transformation. transformation and implemented some
10% globally 14% globally digital solutions.
23% in Romania 37% in Romania 31% globally

Advanced

Definition: They have an adequate
technological infrastructure, a
digital transformation strategy and
digital technologies for the whole
company.

32% globally
9% in Romania

doing ®00e
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24% in Romania

Leaders

Definition: They have integrated
digital technologies across the entire
company and have achieved
substantial improvements as a result
of digital transformation.

13% globally
7% in Romania
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Influence of digitalization. 35% of the companies in Romania say that
digitalization has already had a big influence on their operations so far.

What was the impact of digitalization on your business so far? (single answer)

High influence 35%

38%

Moderate influence

Low influence 20%

No influence 7%

0% 5% 10% 15% 20% 25% 30% 35% 40%
Total answers: 329
Skipped this question: 0

Digital transformation is a phenomenon that will not let any business model or field of activity escape from it. Even if there are still voices claiming that

. not all industries will turn digital, the technological developments in Big Data and cloud, artificial intelligence, robots and drones, Internet of Things
(IoT) make this scenario unlikely. In Romania, 35% of companies say that digitalization has already had a big influence on them, and only 7% said
they had no influence.
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Confidence in the digital transformation process. 22% of companies are not
confident and say that challenges overcome their current possibilities to
manage this process.

2/a

Which of the following statements best describes your company's relationship with digitalization? (single answer)

We are confident and have the necessary knowledge — 31%

We are confident, but we do not have the necessary __ 24%

knowledge

We are somewhat confident that we will capitalize on this 0
rend I 15%

We are distrustful and we believe that the challenges go I 22
beyond our possibilities | 0

We do not trust that digitalization is good for our business [l 2%

No opinion Il 3%

Don't know F 3%

0% 10% 20% 30% 40%

Total answers: 329
Skipped this question: 0

At this time, 31% of companies say they are confident about digital transformation because they have the knowledge to navigate the process. On the
. other hand, 61% say they have difficulties with digital transformation. Of these, 39% are (somewhat) distrustful that they will capitalize on this trend.
Only 2% of companies say they have no confidence that digitalization is good for the company.
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Confidence in the digital transformation process. 20% of the companies
strongly influenced by digitalization say that challenges overcome their
possibilities to manage this process.

2/b

Which of the following statements best describes your company's relationship with digitalization? (single answer)

o ® \We are confident and have the necessary
High influence 20% H% knowledge

= We are confident, but we do not have the
T necessary knowledge

= We are somewhat confident that we will

= We are distrustful and we believe that the
i challenges go beyond our possibilities

= We do not trust that digitalization is good for our

= No opinion

= Don't know

= Other

0% 20% 40% 60% 80% 100%

Total answers: 329
Skipped this question: 0

to go through this process, but 38% are not in this situation. We note that the percentage of those somewhat confident that they will capitalize on this

. Digital transformation is a difficult process for companies. Of those strongly influenced by it, 62% are confident and believe they have the knowledge
trend is the highest (27%) among companies that say they were just moderately influenced by digitalization.
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DIGITAL BUSINESS
MODELS




Digital business models. 19% of the companies say that digital business models
CTEY 1have greatly changed the industries they operate in.

To what extent have digital business models changed your industry? (single answer)

Large extent | 29%
To some extent | 349
small extent NG 13%
No extent [N 4%

Don't know F 1%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Total answers: 320
Skipped this question: 9

19% of Romanian companies consider that digital business models have greatly changed their industries. Only 4% believe that the industry in which

. Against the backdrop of rapid technological advances, digitalization has become a priority for all industries, often radically changing business models.
they operate is not affected in any way by digital business models.
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Digital business models. 42% of the companies greatly influenced by
3/b digitalization, but only 5% of those somewhat influenced, say that digital
business models have greatly changed the industry they operate in.

To what extent have digital business models changed your industry? (single answer)

o TR YD

= To a great extent
= Large extent

® To some extent

. m Small extent
m No extent
. m Don't know

0% 20% 40% 60% 80% 100%

Total answers: 320
Skipped this question: 9

. If 42% of companies greatly influenced by digitalization say digital business models have significantly changed their industries, the percentages drop
significantly in the case of companies moderately influenced by this process (5%) and those least affected by digitalization (9%).
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Digital business models. 21% of the companies in Romania expect that digital
LW |husiness models will change to a great extent their industry in the next 1-3
years.

How much do you expect digital business models to change your industry over the next 1-3 years? (single answer)

Large extent |, e
To some extent [ 27%
small extent NG 0%
Notatall [ 4%

Don't know F 1%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Total answers: 320
Skipped this question: 9

21% of companies expect digital business models will transform their industry to a great extent in the next 1-3 years, 38% say that digital business
. models will transform their industry to a large extent, and 27% expect that digital business models will affect their industry to some extent in the next
1-3 years.
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Digital business models. 43% of companies that are highly influenced by
4/b digitalization, but only 14% of the mederatelly-influenced ones, expect digital
business models to transform their industry into 1-3 years.

How much do you expect digital business models to change your industry over the next 1-3 years? (single answer)

® To a great extent
m Large extent

® To some extent

_ = Small extent
smatinnuence ST T T
= Not at all
. m Don't know

0% 20% 40% 60% 80% 100%

Total answers: 320
Skipped this question: 9

The companies' perspective on the impact that digital business models will have on their industries over the next 1-3 years is very heterogeneous. If
. 90% of the companies greatly influenced by digitalization say their industries will be largely transformed by the digital business models, the
percentage drops to 56% for the companies moderately influenced by digitalization and to 27% for those least affected by digitalization.
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The threat of digital business models. 8 in 10 companies do not consider digital
business models a threat.

Do you consider digital business models a threat to your company? (single answer)

Don't know,

Moderate influence 79% 5%
mYes

= No

No influence 100%

0% 20% 40% 60% 80%  100%

Total answers: 320
Skipped this question: 9

It's amazing that only 12% of Romanian companies consider digital business models as a threat. Given that 48% say digital business models have
. influenced to (very) high extend the industry they are in, and 59% expect these new business models to transform their industry in the next 1-3 years,
we can concludedthat digital transformation is perceived mainly as an opportunity.
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DIGITALIZATION
STRATEGY




Digitalization as part of the business strategy. Only 4 in 10 companies have
made digitalization the central part of their business strategy.

Are digital business tools, channels, and / or models the central component of your business strategy? (single answer)

Yes, 40% mYes

mNo

0% 50% 100%

Total answers: 315
Skipped this question: 14

. More than half of companies (60%) have not yet made digital transformation the central part of their business strategy. Even for the companies most
influenced by digitalization the percentage is only 65%.
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Leader responsible for digitalization. 66% of companies say they do not have
a leader from the top management in charge with the digital transformation.

Has your company given the responsibility to a top management leader for the digital development of the business? (single answer)

mYes

= No, but we are
considering such an
approach in the next
12 months

= No

= Don't know

1 3% 75%

No influence

mYes

= No, but we are
considering such an
approach in the next
12 months

= No

= Don't know

Total answers: 315
Skipped this question: 14

Unfortunately, nearly 7 out of 10 companies have not given the responsibility to a leader in the company’s top management for the digital development
. of the business. The consequences can be delays in strategic decisions, insufficient support for the implementation of digital transformation strategies,
inefficiencies in achieving technology integration across the company, etc.
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Top executives’ expertise in developing a digital business model. 63% of the
companies in Romania say their top management do not have such an expertise.

Does your company have sufficient top management expertise to evaluate and develop a digital business model? (single answer)

“Yes,wehavetne  Highinfuence mz " Yes, e have the

necessary necessary expertise
expertise

= No, but we give Moderate influence z = No, but we give
priority to building priority to building
such expertise 1

m Don't know . = Don't know

0% 50% 100%

such expertise

é

Total answers: 315
Skipped this question: 14

. Research results show that 63% of companies do not have enough knowledge and expertise at the top management level to get managers to
evaluate and develop a digital business model. The good news is that in companies heavily influenced by digitalization, the percentage drops to 49%.

usiness.ro

doing@eee . \#fVALORIA



DIGITALIZATION AS N Se e % e o, 20
COMPETITIVE ADVANTAGE . .‘0'0.' ® %g %, 0%



Transforming the company in 3-5 years as a result of digitalization.
32% of companies believe they will not transform in the next 3-5 years due to
digitalization.

Do you expect your company to change significantly over the next 3-5 years as a result of digitalization? (single answer)

onvnrce YT

mYes
= No

0% 50% 100%

Total answers: 315
Skipped this question: 14

companies strongly influenced by digitalization, 18% believe they will remain at the level they are now, but the percentage grows to 28% for the

. If 54% of companies say they will change significantly over the next 3-5 years as a result of digitalization, 32% believe that this will not happen. Of the
companies moderately influenced by this change at the technological level.
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Digital transformation of the competition. 4 in 10 companies say their
10/a competitors are to a large extent (24%) and to a great extent (16%) affected by
digitalization.

To what extent are your competitors affected by digitalization? (single answer)

Large extent [N 249
To some extent | 31
small extent NG 14%
No extent [N 3%

Don't know — 12%

0% 5% 10% 15% 20% 25% 30% 35%

Total answers: 310
Skipped this question: 19

Most companies in Romania (31%) believe that their competitors are only somewhat affected by digitalization, 24% think that they have largely
. affected competitors and 16% think their competitors are greatly affected by digitalization. Only 3% believe that their competitors have not been
affected by this phenomenon at all.
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Digital transformation of the competition. 36% of the companies greatly
Wls] i\t enced by digitalization, but only 7% of those moderately influenced, say
their competitors are greatly affected by digitalization.

To what extent are your competitors affected by digitalization? (single answer)

son e T D
® To a great extent
i 0, (0) 0, 0, 0,
m To some extent

m Small extent
i 0 0, 0 (0) 0,
. m Don't know

0% 20% 40% 60% 80% 100%

Total answers: 310
Skipped this question: 19

The percentages of the companies who consider their competitors to be highly affected by digitalization fall dramatically from 36% in the case of
. companies heavily influenced by this process, 7% in the case of the moderately influenced ones, 5% in the case of the least influenced, up to 0% of
those not influenced by digitalization.
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Digital transformation as a competitive advantage. Only 37% of the companies
11 say that they capitalized on digitalization to have a competitive advantage.

Did your company capitalize on digitalization to have a competitive edge? (single answer)

Don't
know, 7%

mYes
= No

0% 20% 40% 60% 80% 100%

No, 56%

Total answers: 310
Skipped this question: 19

. Only 37% of respondents say they have capitalized on digitalization to have a competitive advantage. Percentages start from 45% for companies that
are strongly influenced by digitalization, down to 33% for the least influenced and 29% for those not influenced by this transformation process.
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DIGITALIZATION,
OBSTACLES AND
BENEFITS




Obstacles to capitalize on digitalization. For 55% of companies, the perception
12/agnen they do not have digital consumers is the main obstacle, while for 37% the
main obstacle is their resistance to change.

What do you think are the obstacles that prevent your company from capitalizing on digitalization? (multiple responses)

Our consumers are not "digitals"

Change resistance

Costs too high

The low potential in our industry

Lack of digital competencies among employees

Concerns about security

Lack of digital competencies among management members

55%

Regulations
Too much complexity
Lack of added value 7%
High risk 3%
Another obstacle 3%

Don't know 5%

0% 10% 20% 30% 40% 50% 60%

Total answers: 310
Skipped this question: 19

The main obstacle that companies see in the way of digital transformation is the very perception they do not have digital consumers. This indicates

. the need for a better understanding of the mechanisms of digital interaction with consumers, as on average 60% of the purchasing process is
conducted online, whether B2B or B2C. In the second place, 37% of companies even recognize their own resistance to change as an obstacle to
digitalization.
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Obstacles to capitalize on digitalization. Concerns about security represent an
IV opstacle for 12% of companies that are strongly influenced by digitalization, but
only for 6% of those with medium or little influence.

What do you think are the obstacles that prevent your company from capitalizing on digitalization? (multiple responses)

= Our consumers are not 'digital’

= Concerns about cyber security

m Resistance to change

m Lack of digital competencies among employees

= Too much complexity

® Low potential in our industry

m Lack of digital competencies among
management members

u Regulations

= | ack of added value

) u High risk
No influence 29% 7% 14% % 14% 8% 7% 14%
u | don't know
= Another obstacle

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% Total answers: 310
Skipped this question: 19

depending on the influence of this process on the company. Costs too high, low potential in the industry where they work, resistance to change and

. It is interesting to see in this chart the distribution of the different percentages for the obstacles that stand in the way of capitalizing on digitalization
lack of digital competences within management have very close percentages among each type of company - general obstacles.
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Benefits of digital transformation. 46% of the Romanian companies put the cost
IRIEY [oquction on top of the benefits list, followed by the simplification of the
processes over the next 5 years.

What do you think the cumulative benefits of digital transformation can be in the next 5 years? (the most important 3 answers)
Cost reduction 46%
Process simplification 46%
Operational efficiency of the company 35%
Better measure your company's performance 34%
Improving decision-making with data analytics 33%
Competitive advantage 25%
Revenue growth 24%
Increasing the company's reputation and brand 21%
Enhancing the positive consumer experience 21%
Innovative products 12%
Facilitates the recruitment process and increases employee retention 3%
0% 10% 20% 30% 40% 50%
Sicped tnis question: 24
The most important cumulative benefits of integrating the digital transformation process over the next 5 years are: cost savings (46%), process
. simplification (46%), increased operational efficiency (35%), better measurement of company performance (34%), improving decision-making with
data analytics (33%). The last place is held by the benefit of facilitating the recruitment and retention of employees (3%).
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Benefits of digital transformation. 12% of the companies strongly influenced by
digitalization and 11% of those moderately and least influences see as an
important benefit improving decision-making process with data analytics.

What do you think the cumulative benefits of digital transformation can be in the next 5 years? (the most important 3 answers)

e N N N

BN R R o i
N 4 o

IR TN v 5

40%

Moderate influence

Small influence

No influence

0% 10% 20% 30% 50% 60% 70% 80% 90% 100%

= Cost reduction
= Revenue growth
= Process simplification
= Better measure your company's performance
= Operational efficiency of the company
= |mproving decision-making with data analytics
= Competitive advantage
= Innovative products
Enhancing the positive consumer experience
= Increasing the company's reputation and brand

= Facilitates the recruitment process and increases
employee retention

Total answers: 305
Skipped this question: 24

Companies that have been strongly influenced by digitalization consider in the highest percentage (12%) than others that digitalization contributes to

. improving the decision-making process through data analytics. Companies that were moderately influenced are the ones who most believe that
digitalization increases their reputation and corporate brand (10%). Companies that are just slightly influenced by digitalization are those that,
compared to the others, consider that they can amplify the positive consumer experience through digitalization (13%).
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Increasing revenues by 10% through digitalization. 63% of companies will adopt
14/a intelligent operational management systems, which is expected to produce
them a 10% revenue increase over the next 5 years.

Which of the following digital products or services are you planning to adopt and expect to generate 10% more revenue over the next 5 years? (multiple responses)

Intelligent operational management systems — 63%

Big data and date analytics __ 50%
Internet of Things __ 49%
Artificial intelligence __ 17%
Industrial robots __ 15%
Virtual Reality __ 13%

Augmented Reality _ 10%

0% 10% 20% 30% 40% 50% 60% 70%

Total answers: 305
Skipped this question: 24

. 63% of the Romanian companies want to deploy intelligent operational management systems to be able to generate 10% more revenue over the next
5 years through digitalization. In second place we find Big Data and Data Analytics with 50%, followed by 10T devices in third place by 49%
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Increasing revenues by 10% through digitalization. 20% of companies greatly
¥l affected by digitalization and 29% of those moderately affected expect the
Internet of Things to increase their revenues over the next 5 years.

Which of the following digital products or services are you planning to adopt and expect to generate 10% more revenue over the next 5 years? (multiple responses)

4 = Augmented Reality

T m Internet of Things

= [ndustrial robots

= Intelligent operational management

systems

0% 20% 40% 60% 80% 100%

Total answers: 305
Skipped this question: 24

We note that virtual and augmented reality, artificial intelligence and industrial robots are not part of the major digital tactics of the companies greatly

. of moderately influenced by digitalization. By contrast, the least or not so far influenced by digitalization are more open to the implementation of
industrial robots. However, 20% of the companies that are strongly influenced by digitalization and 29% of the moderately influenced companies
expect the Internet of Things to increase their revenues over the next 5 years.
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IMPACT OF
DIGITALIZATION




Impact of digitalization on profit margin growth. 22% of Romanian companies
15/a say that digitalization will increase their profit margin by 10-20%, but 37%
believe they will get a profit margin increase of only 1-5% over the next 3 years.

How much do you expect digitalization to increase / decrease your company's profit margin over the next 3 years? (single answer)

Over 30%
20%-30%
10%-20%
5%-10%
1%-5%
0%
-1%-5%
-5%-10%
-10%-20%
-20%-30%
Under 30%

37%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Total answers: 305
Skipped this question: 24

Almost 4 out of 10 companies expect digitalization to lead to an increase in their profit margin by 1% - 5%. On the other hand, 22% of Romanian
. companies say that digitalization will increase their profit margin by 10-20%, but 13% believe they will increase the margin by more than 20% in the
next 3 years.
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Impact of digitalization on profit margin gowth. 30% of companies that are

15/b strongly influenced by digitalization, and only 20% of the moderately affected

ones, say that this process will increase their profit margin by 10-20%.

How much do you expect digitalization to increase / decrease your company's profit margin over the next 3 years? (single answer)

High influence B%% 0 0 0 %

m 20%-30%
= 10%-20%

m 1%-5%
= 0%

-194-59
= -5%-10%

. -10%-20%

= -20%-30%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Total answers: 305
Skipped this question: 24

If most companies say that digitalization will increase their profit margin over the next 3 years, there are companies that expect it to fall. Specifically,
3% of the companies moderately influenced by digitalization and 5% of those least influenced expect their profit margin to fall by -1% to -5%. Another
5% of the least affected companies by digitalization expect the profit margin to fall by -10% to -20% over the next 3 years.

usiness.ro
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Impact of digitalization on turnover growth. 29% of Romanian companies say
KL that digitalization will increase their turnover by 10-20% in the next 3 years.

How much do you expect digitalization to increase / decrease your company's turnover over the next 3 years? (single answer)

Over 30%
20%-30%
10%-20%
5%-10%
1%-5%
0%
-1%-5%
-5%-10%
-10%-20%
-20%-30%
Under -30%

29%

0% 5% 10% 15% 20% 25% 30% 35%

Total answers: 305
Skipped this question: 24

. 29% of respondents say that digitalization will help them increase turnover by 10% -20% in the next 3 years, and another 22% say that this
contribution will be 5% -10%. Another 17% of companies hope to see at least 20% increase in turnover due to digitalization in the next 3 years.

business.ro
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Impact of digitalization on turnover growth. 35% of the companies greatly
influenced by digitalization and only 23% of the moderately influenced ones say
that this process will grow their turnover by 10-20%.

How much do you expect digitalization to increase / decrease your company's turnover over the next 3 years? (single answer)

= 209%6-30%
= 10%-20%
= 19-5%
| = 0%
Smallinfluence  JL N I I N B s0es% = -19%-5%
= -5%-10%
-10%-20%

= Under -30%

High influence h%ﬂ " Over 30%

0% 20% 40% 60% 80% 100%

Total answers: 305
Skipped this question: 24

. 16% of companies that are strongly influenced by digitalization, 9% of those moderately influenced and only 5% of the least influenced ones, say that
this process will increase their turnover by more than 30% over the next 3 years.
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Impact of digitalization on the number of employees. Only 26% of Romanian
17/a companies say that digitalization will lower their number of employees over the
next 3 years.

How much do you expect digitalization to increase / decrease the number of employees of your company over the next 3 years? (single answer)

Over 30%
20%-30%
10%-20%
5%-10%
1%-5%
0%
-1%-5%
-5%-10%
-10%-20%
-20%-30%
Under 30%

27%

0% 5% 10% 15% 20% 25% 30%

Total answers: 304
Skipped this question: 25

do not expect any impact of digitalization on this indicator. Only 26% say that digitalization will lower their number of employees over the next 3 years,

. Most companies (47%) believe that digitalization will lead to an increase in the number of employees over the next 3 years. Only 27% of respondents
of which only 6% expect decreases of more than 10%.
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Impact of digitalization on the number of employees. 11% of companies that are
INfle] highly influenced by digitalization and 23% of the moderately influenced ones
say that this process will reduce their number of employees by over 1-5%.

How much do you expect digitalization to increase / decrease the number of employees of your company over the next 3 years? (single answer)

T *0vrso%

= 20%-30%
| = 10%-20%
= 1%-5%
_ = 0%
smallinfluence SAMECNINE N | 0 5% =-1%-5%
= -5%-10%
-10%-20%

= Under -30%

0% 20% 40% 60% 80% 100%

Total answers: 304
Skipped this question: 25

Regarding the number of employees, 59% of the companies that are strongly influenced by digitalization, 37% of the medium influenced ones and

. 42% of those least affected by digitalization say that this process will increase their number of employees in the next 3 years. Only 24% of companies
that are highly influenced by digitalization, 32% of the medium-influenced ones and 26% of those least affected by digitalization say that this process
will reduce their number of employees.
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Impact of digitalization on the company’s market value. 19% of Romanian
18/a companies say that digitalization contributes to the company's market value by
over 30%, but 40% say that this contribution is 5-10%.

In your opinion, how much does digitalization contribute to your company's total market value? (single answer)

Over 30%
20%-30%
10%-20%

5%-10% 40%

0%

-5%-10%

-10%-20%

-20%-30%

Under -30%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Total answers: 304
Skipped this question: 25

Almost two out of ten companies in Romania consider that digitalization contributes to the company's total market value by over 30%. If 19% of
. Romanian companies say that digitalization contributes to the company's market value by over 30%, another 40% of companies say that this

contribution is 5% -10%.
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Impact of digitalization on the company’s market value. 33% of companies that are
(BJle] strongly influenced by digitalization, 40% of the medium-influenced ones and 58% of least
influenced companies say that it contributes to the company's market value by 5-10%.

In your opinion, how much does digitalization contribute to your company's total market value? (single answer)

m Over 30%

| m 20%-30%

® 5%-10%
= 0%

= -10%-20%
m -20%-30%

0% 20% 40% 60% 80% 100%

Total answers: 304
Skipped this question: 25

drops to 11% in case of the companies moderately influenced by digitalization and then to 5% of those least affected by this digital transformation

. For 32% of companies that are highly influenced by digitalization, the contribution of this process to the company's value is over 30%. The percentage
process.

usiness.ro
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The main external factors which drive the digital transformation in companies

Source: ‘How to win at digital transformation’, Valoria

New business
models

41% globally
38% in Romania

Clients
expectations

~ e
£

35% globally
28% in Romania
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New
technologies

40% globally
32% in Romania

Disruptive
competitors

23% globally
19% in Romania

47

Competitors
digitalization

36% globally
24% in Romania

Pressure from
partners, suppliers

-3

.

16% globally
10% in Romania
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The key-elements which determine the success of a company’s digital transformation

Sursa: ‘How to win at digital transformation’, Valoria

Technology Top
management

.

29% globally
42% in Romania

56% globally
68% in Romania

Available
budgets

14% globally
31% in Romania
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Vision and Specific
strategy knowledge
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20% globally
37% in Romania

29% globally
41% in Romania

Collaborative
mindset

Employees
competencies

& 2

10% globally
29% in Romania

9% globally
11% in Romania
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The influence of digitalization, industry analysis. The industries most affected by
digitalization are: Research & Development / New Technologies, Information
Technology, Media & Advertising, and Financial & Banking Services.

What was the impact of digitalization on your business so far? (single answer)

Power / Utilies

Transportation
Telecommunication
Information technology (IT&C)
Financial and Banking services
Advertising / Media

Industry / Production
Pharmaceutical industry / Healthcare
Construction / Real Estate
Retail and wholesale

R&D / New technologies

Other services

Food Industry / Agriculture

® High influence
® Moderate influence
= Low influence

® No influence

Total answers: 304

33% 67%
50% RV 17%
20% 60% 20%
80% 20%
75% 25%
80% 20%
37% 26% 21% 16%
17% 83%

16% 6/% 17%
30% 52% 18%
100%

43% 7%

67% 11% 22%
0% 0% 0% 3% 0% 5%  60%  T0%  80% 9%

100%

Skipped this question: 25

In this appendix we present the distribution of the answers received to the most important research questions according to the industry in which the

responding companies are active. Thus, we see that the most strongly influenced digitalization firms are 100% in research and development, 80% in
IT and 80% in media and advertising, followed by 75% in financial and banking services. The least or no less influenced industries by digitalization in
Romania are construction / real estate, food / agriculture and transportation.
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The confidence in digitalization, industry analysis. The top three most influenced
industries — IT, Research & Development, Financial & Banking Services — are the
most confident in digitalization and have the knowledge to manage it.

Which of the following statements best describes your company's relationship with digitalization? (single answer)

Power / Utilies 339, 67% m We are confident and have the necessary
knowledge
Transportation 17% 0% %

m We are somewhat confident that we will

Telecommunication 40% 40% 20% capitalize on this trend
Information technology (IT&C) 90% 10% _
m \We are confident, but we do not have the
Financial and Banking services 75% 13% 12% necessary knowledge
Advertising / Media a0 204 20% m We are distrustful and we believe that the
Industry / Production 7% 20, 1% 5% 5% 5% 5% challenges go beyond our possibilities
Pharmaceutical industry / Healthcare 33% 50% 17% = We do not trust that digitization is good for our
) business
Construction / Real Estate 67% 33%
Retail and wholesale 7% 18% (v, ™ No opinion
R&D / New technologies 83% 17%
. = Don't know
Other services 7% 29% 14%
Food Industry / Agriculture % 45%, % 11%
. . . . . , = Oher
0% 20% 40% 60% 80% 100% Total answers: 329

Skipped this question: 0

. If most utilities / energy companies are confident in digitalization but do not have the knowledge to tap this trend, most transport companies (50%) are
confident and say they know how to do this. We invite you to see the results revealed by this research for the other industries.
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Leader responsible with digitalization, industry analysis. The industries that have
(Ol given the responsibility of a top management leader for the digital development of
the business are: Research & Development, Utilities / Energy, Pharma / Healthcare.

Has your company given the responsibility to a top management leader for digital business development? (single answer)
Power / Utilies 0% 0%
Transportation % % % % =Yes
Telecommunication 0% 40% 40%
Information technology (IT&C) A 0% 40% |
L . . m No, but we are considering such
8% A % | :
Financial and Banking services 0 0 0% an approach in the next 12
Advertising / Media 40% 40% 20% | months
Industry / Production % 6% 2% 5%
Pharmaceutical industry / Healthcare 0% 33%  1/% | = No
Construction / Real Estate 8% /%
Retail and wholesale 44% 6% 30% |
R&D / New technologies 330 vommm " Dontknow
Other services 9% 4% % |
Food Industry / Agriculture 44% 6% |
0% 10% 20% 30% 40% 50% 60% 70% 80%  90%  100%
Total answers: 315
Skipped this question: 14
Industries that have given top management responsibility for digital business development are: research and development (83% of companies),
. utilities / energy (50%), pharmaceutical and healthcare (50%), retail and wholesale (44%). Industries that are the last in this chapter include
construction / real estate (83% did not), industry / production (72%) and non-financial services (57%).
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Executive expertise to develop a digital business model, industry analysis.
61% of the industrial production companies, 50% of the pharmaceutical and
healthcare industry and 50% of the transports did not take this step.

Does your company have sufficient top management expertise to evaluate and develop a digital business model? (single answer)
Power / Utilies 0% 0%
Transportation % % 0%
| Yes, we have the necessary
Telecommunication 40% 40% 0% expertise
Information technology (IT&C) 0% 40% 0%
Financial and Banking services % %
. ) m No, but we give priority to
Industry / Production 11% 22% 61% 6%
Pharmaceutical industry / Healthcare 17% % 0%
Construction / Real Estate 0% 17% % 17% = No
Retail and wholesale 48% % 17%
R&D / New technologies 83% 17%
Other services 71% 29% = Don't know
Food Industry / Agriculture 11% 6% 22% 11%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% Total answers: 315
Skipped this question: 14
Unfortunately, most companies do not have the expertise to develop a digital business model at top management level. Thus, 75% of the financial and
. banking companies did not take this step, although this industry is one of the most affected by digitalization, 71% of the companies providing other
types of business services are in the same situation, as well as 60% of the media and advertising companies and 50% of energy and utilities. But all
these industries say they give priority to building such expertise.
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The impact of digitalization on profit margin growth, industry analysis. The industries
that expect more than 30% of the profit margin growth to come from digitalization
are: Media & Advertising, IT, Other Services (except Financial & Banking Services).

How much do you expect digitalization to increase / decrease your company's profit margin over the next 3 years? (single answer)
Power / Utilies 50% 50%
Transportation 40% 60%
Telecommunication 25% 25% 25% 25% m Over 30%
Information technology (IT&C) 20% 20% 10% 40%  20%-30%
0/._9()0
Financial and Banking services 25% 25% 0% = 10%-20%
. . m 5%-10%
Advertising / Media 25% 0% 25%
m 1%-5%
1 0, 0, 0, .. .
Industry / Production 7% 27% 27% 2 13 0%
Pharmaceutical industry / Healthcare 4% % 33% = -1%-5%
Construction / Real Estate 20% 40% 20% = -5%-10%
Retail and wholesale 9% 24% 52% 50 1 50% -10%-20%
R&D / New technologies 179 17% 33% 33% = -20%-30%
= Under -30%
Other services 25% 25% 25% °
Food Industry / Agriculture 14% 14% 29% 29%
0% 10%  20%  30%  40%  50%  60%  70%  80%  90%  100% Skipped (his dubstion. 24
Industries that expect more than 30% growth in profit margins due to digitalization over the next 3 years are: media and advertising, IT, other
. professional services (except financial and banking services). It is noteworthy that telecommunications companies (25%) said that digitalization would
lead to a decrease in their profit margin by -1% to -5% in the coming years.
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The impact of digitalization on turnover growth, industry analysis. The industries that
(Ml cxpect more than 30% growth in turnover from digitalization over the next 3 years
are: Research & Development, Media & Advertising, Other Services.

How much do you expect digitalization to increase / decrease your company's turnover over the next 3 years? (single answer)
Power / Utilies 0% 0%
Transportation 40% 60% |
Telecommunication 25% 50% 25% ® Over 30%
Information technology (IT&C) 10% 10% 40% 0% 10% ® 20%-30%
0/._9()0
Financial and Banking services 12% 0% 25% 13% = 10%-20%
. . m 5%-10%
Advertising / Media 25% 0% %
= 1%-5%
1 0, 0, [ 0, 0,
Industry / Production 7% 46% 27% 13% 7% = 0%
Pharmaceutical industry / Healthcare % % 34% = 1%-5%
Construction / Real Estate 40% 0% 20% " -5%-10%
Retail and wholesale 14% 10% 4% 19% 4% 14% % -10%-20%
R&D / New technologies 0% % % -20%-30%
Other services 25% 0% % * Under -30%
Food Industry / Agriculture 14% 14% 43% 29%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% Total answers: 305
Skipped this question: 24
Industries that expect more than 30% growth in turnover over the next 3 years due to digitalization are: research & development, media & advertising,
. other services. On the other hand, we notice that 25% of media & advertising companies expect a -5% to -10% decrease in turnover over the next 3
years. Also, 20% of construction / real estate companies forecast a decrease in turnover between -10% and -20%.
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The impact of digitalization on the number of employees, industry analysis. The
industries that expect a drop of over 30% in the next three years due to digitalization
are advertising/media, IT and Retail & Wholesale Trade.

How much do you expect digitalization to increase / decrease the number of employees of your company over the next 3 years?
(single answer)
Power / Utilies O 5V —
Transportation 40% A 40%
Telecommunication o 75% = Over 30%
0/._200
Information technology (IT&C) 10% 10% 10% 0% 10% 0% __10% | " 20%-30%
.1 0, _2 0,
Financial and Banking services 13% 12% . 25% 13% . g/% | 0%-20%
H 5%-10%
Advertising / Media % % 0% |
m1%-5%
Industry / Production % 27% % 13% % 2% = 0
0
. . 0 0 y 0]
Pharmaceutical industry / Healthcare /9 o | = 1%-5%
Construction / Real Estate 0% 60% 0% = -5%-10%
Retail and wholesale  [Z579METY: % 29% 10% 24% % 5% 5% 5% -10%-20%
R&D / New technologies % % . 33% /% 1 -20%-30%
Other services % 0% / * Under -30%
Food Industry / Agriculture 14% 43% 43% |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Total answers: 305
Skipped this question: 24
We note that there are industries that expect an increase in the number of employees as a result of digitalization and industries that are expecting a
. fall in this indicator. However, industries expecting a 30% decrease in the number of employees over the next 3 years are advertising. IT and retail &
wholesale trade.
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The impact of digitalization on the company's market value, industry analysis. The
industries that expect more than 30% of the company's value increase as a result of
digitalization are: Research & Development, Media & Advertising, and IT.

h.

In your opinion, how much does digitalization contribute to your company's total market value? (single answer)
Power / Utilies 0% 0%
Transportation 20% 60% 20%
Telecommunication 25% 25% 25% 25% m Over 30%
Information technology (IT&C) 0% 10%  10% 0% " 20%-30%
0/ - 0,
Financial and Banking services 12% 2 1 7% 1 = 10%-20%
- . m5%-10%
Advertising / Media 0% 0%
. m 1%-5%
Industry / Production [ INAZEINET 27% 40% 20% =0%
Pharmaceutical industry / Healthcare 33% 50% 1/% " -1%-5%
Construction / Real Estate 40% 60% " -5%-10%
Retail and wholesale 190 14% 1 8% 14% -10%-20%
R&D / New technologies 0% 0% " -20%-30%
- 0,
Other services %% % 7 % * Under -30%
Food Industry / Agriculture 14% 14% 43% 29%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% Total answers: 305
Skipped this question: 24
There are also pessimistic industries, but industries that expect more than 30% of the company's value as a result of digitalization are: research &
. development, media & advertising and IT. The most pessimistic answers came from services other than financial and banking, because 25% of these
respondents say they expect a decrease in the company's value between -5% and -10% as a result of digitalization.
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Authors’ conclusions

Constantin Magdalina Elena Badea

Emerging Trends and Technology Managing Partner

Experts Valoria Business Solutions
costin.magdalina@gmail.com elena.badea@valoria.ro

The Internet and technology have led to an exponential The Barometer of digitalization is among the few
increase in the speed, volume and diversity of information. Easy studies that aim to discover how companies in Romania
access of consumer to information has led to changes in are undergoing the process of digitalization. As this
consumer habits. Digital consumerism imposes new challenges phenomenon has a major impact on all industries and

on companies, but also brings them opportunities if they radically transforms companies, such a study is not only
understand the phenomenon of digitalization and integrate it useful but also necessary. Under the impact of

into their business model. The Barometer of digitalization is digitalization, companies are reshuffling their way of doing
the survey that shows the level of maturity and understanding of business, and from this study we can see how prepared
digitalization by Romanian companies, the obstacles they face, the Romanian companies are at this time to deal with the
but also the benefits they hope to gain from this process digital future
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Constantin Magdalina Elena Badea Diana Dumitrascu
Emerging Trends and Technologies Managing Partner Executive Director

Expert Valoria Business Solutions Doingbusiness.ro
costin.magdalina@gmail.com elena.badea@valoria.ro diana.dumitrascu@ibp.ro

We would like to thank all the respondents for their support in conducting this survey.
We are delighted to see such a high interest in this topic and the prompt responses.
The present study was carried out with the support of Doingbusiness.ro team.

About Valoria

Valoria Business Solutions is a company providing training, consulting and executive coaching services. The company's mission is to transform
the potential of teams and organizations into value. Competence, confidence, innovation and passion are the values that sustain us in everything
we do. We believe in people, in their aspiration for personal and professional fulfillment, and their willingness to accelerate their potential. Learn

more about us at: www.valoria.ro.

The present slide-deck is a study/quantitative analysis which aims to highlight trends related to the topic and advance working hypotheses to be validated by further extended
market research, on representative samples. This material is accurate to the best of our knowledge at the time of writing. It has an informative purpose and therefore we

recommend professional advice before taking any action.
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Valoria Business Solutions SRL
Training | Consulting | Coaching

Elena Badea, Managing Partner

Mobile: 0726 13 99 02
Email: elena.badea@valoria.ro
Web: www.valoria.ro
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