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Yesterday is gone
Tomorrow has not yet come
We have only today

Let us begin

Mother Teresa
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1. Introduction

In May 2012, Alpine Holding GmbH, the Austrian ctmistion company that is owned
by the Spanish Construction and Waste ManagemenijpgFCC, announced that they
were withdrawing operations from some markets ist&a and South-eastern Europe.
How the withdrawal will affect its employees, itsuctures, which has to become “-thin
and efficient again”, and all its stakeholders \a#lve to be seen in the coming months.
(www.kurier.at 7' May 2012)

In 2006, the giant American discount store Wal-Maatl to withdraw from the German
market. Walt-Mart is market leader in USA, Canadd Mexico. Wal-Mart tried to apply
its American business model in an unmodified wagermany. Its unchanged American
success formula resulted in a total failure whiobulght Wal-Mart to sell all its 85 stores
to its competitor Metro and to leave, after 9 ya#reperations, the German market. (The
Economist, 3 Aug 2006)

In February 2012, Saubermacher Dienstleistungs w®anced that they were preparing
their second withdrawal from the Croatian markefclB in 2004, Saubermacher
Dienstleistungs, AG had stopped operations in thenty because of an inadequate
business environment. This time, according CEOsHwth, the withdrawal had nothing
to do with the economic situation in Croatia buulsgrmacher's expectations had not
been fulfilled from the local Partner. (http://wwwirtschaftsblatt.a29d" Feb 2012)

Alpine makes more than % of the turnover abroad@auegbermacher more than 1/3 of its
turnover abroad. And none of them excludes theilpiisg to return to those countries
for the 2nd or 3rd time when the environment israppate. Instead, Wal-Mart’s
international experience has had mixed resultghédtmoment Wal-Mart is not planning

to go back to Germany or to any other European tciesrbeside the UK.
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There are companies that withdraw from developethttes and they don’t want to re-
enter. However there are also companies that vatdrom developing economies and

want to re-enter when the weather is nice again.

There are many theories and studies about natinagdet exit and re-entry, but theories
aboutinternational market exit and re-entigre at embryonic stage. Most researchers
have heavily referred to the literature relatinghagional market exit, and their usability

can be questionable in the arena of internatiorzaket exit and re-entry.

This paper contributes to the under-researchea isinternational market exit and re-
entry in transition markets by focusing on the rofepolitics as the main exit reason
among other major indicators such as the econonticat®n, market size and
attractiveness, development of the sector andralitlistance.

The paper is divided in four main parts. Part |-die¢éical Background, Part II-Market
environment, Part lll- Let’s talk about Waste amatfV Case study.

Part I- Theoretical Background: This part focuses on the theoretical backgroninthe
market exit and the perceptions between the exitthe possible re-entry by performing

an up-to-date literature review.

Part l1I-Market environment: This part gives an overview of the transition dos of
Western Balkans and Albania in specific. The opputites Albania offers today and the
regional market potential will be closely swotteflL{MA-KO-MO Region AL bania
MA cedoniakO sovo andMO ntenegro).

Part IlI- - Let’s talk about Waste! : In this part a situation analysis of the waste
management sector in the home and host countnaimilito highlight the specifics of this

sector and the challenges in the internationatisati waste management services.

Part IV- Case study: This part gives an overview of the company Saubehar
Dienstleistungs AG, Saubermacher-Tehnocomerc Atband will analyse its market exit
from Albania.
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1.1. Methodology
This paper is a descriptive case study that wiérapt to illustrate the phenomenon of a

market exit in Albania at this specific point ime.

It is based on primary and secondary data souréesiary data include partially
structured in depth interviews with executives @uBermacher Dienstleistungs AG,
which were involved in the process of internatiomalrket exit and re-entry.

Six expert interviews were prepared but only 5 weomducted with the following

persons:

1. Ms. Ernestine Olweiner, Today Head of accounting personnel administration
Saubermacher Dienstleistungs AG. In 2000, Ms. Olariwas Commercial
Director of Saubermacher Tehnocomerc Albania

2. Dr. Frederik Konini, former Managing Director of \8&rmacher-Tehnocomerc
Albania

3. DI Robert Philipp, Technical Director of TERRA Umittechnik GmbH,
Daughter Company of Saubermacher Dienstleistungs AG

4. DI Cristina Lupu, Former Project Manager of TERRAmRania,

5. Edvin Rama former Mayer of Tirana (Mayor of Tiraftat 3 consecutive terms
from 2000-2011) and today leader of the Albaniap&3tion.

6. Mag. Tijana Jocic, today responsible for businesgtbpment for new markets in
Saubermacher Dienstleistungs AG and former Managing Director of
Saubermacher Croatia during 2011-2012. After regpdie questionnaire, Mag.
Jocic stated that approx. 80% of the informatidcedss strictly confidential. The

empty questionnaire is attached as annex.

Subject to availability, the personal interviewsrgveonducted face to face or in writing
where the interviewees completed the questionnaithout the presence of the
interviewer. Other interviews were conducted whtlbanian and Austrian experts in
different fields, with aim of collecting informatio Worth to mention here are Chamber
of Commerce and Industry of Tirana, Ministry of &nmte of Albania, Ministry of

Environment, Forestry & Water Management of Albaraad independent experts in
matters such as waste management and managemeritazardous waste, or

internationalisation strategies and internationatkmating in the Western Balkans.
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Several company reports were made available framatiove mentioned executives as
well as the correspondence of Saubermacher-TehrezcoAibania with the Albanian
authorities. All secondary data were taken fromliglybavailable sources like: up-to-date
literature review, press articles, company repaasppany correspondence and company
website. Other sources included country reports repadrts from governmental bodies
such as Ministry of Finance or Chamber of CommeFbe research for the paper started
in Dec 2011. Worth mentioning here are the persamgartial observations of the
Author, who is born and raised in Albania and hasrbworking for 5 years in the waste

management sector in Austria.
The case study will attempt to illustrate the faliog topics:

- What are the economic and political reasons tliatdenarket exit?

- How did the post-exit-phase influence the companyits attitude toward market
exit strategies in the future?

- What are the factors that influence a market reyetecision?

- Will the company re-enter a previously exited marfiee. Albania) if the exit

reasons are now avoided/eliminated?
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2. Part I: Theoretical background
2.1. Main drivers in firm’s internationalization process

The world has become smaller thanks to the commatioic technology and
globalisation. Globalisation, which appeared fasta term and as a phenomenon in the
21st century, has increased the economic integrati@ the global interdependence in
economy, environment, politics, culture and comroation.

(www.newworldencyclopedia.org/entry/Globalization )

From the economic perspective, it refers to thermmtionalization of the firm, which
increases the international dimension of the bgsiraetivities through the movement of
knowledge, information, capital, services and comdities across national borders. Firms
produce, sell, organise and source in an intematiscale by trading physical and
intellectual assets to foreign customers and fordigsiness partners. (Cavusgil et al.
2008 Page 28-35)

Firms engage in international market operationsdifferent reasons. Most companies
enter foreign markets in order to increase saled arofits. Some firms develop
economies of scale in manufacturing, marketing @tridution and by expanding
internationally they increase their customer baszease the volume of commodities and
thus lower the costs. Some companies just replgrders from overseas, or decide to
internationalize when national market has reachatlinty. Other companies follow their
clients who have moved abroad. Some firms just s@ekr cost resources like skilled
labour or low cost labour and low cost land. Fanedirms the practice of doing business
abroad makes them achieve innovative ideas abadupts, services and business

systems improving thus efficiency and effectivenéGdlespie et al. 200Chapter 1)

As we can see the reasons on going global andnisg can be different but their main
objective is one and only: profit! Coordinating #llese together is a process which its

composition and amalgam is never quite sure.
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2.2. International Market exit
Not always things happen as planned though. Sorastsituations may change and make

companies terminate operations and exit a certaintcy.

2.2.1. Defining international market exit
There are different terms used for internationatk®iexit with similar definitions such

as foreign divestment, foreign market withdrawal de-internationalization.

Benito definedoreign divestmentas “the closure or sell-off of units in foreigrcégions,
or conversely units owned by foreign firms” (Benig®04, p. 235). Hence, foreign
divestment is the opposite of foreign investmerniveBtment can be full scale or can be

partial.

Pauwels & Matthyssens definreign market withdrawal as “a firm's strategic
decision to remove a product/market combinationrmfrds international portfolio”
(Pauwels & Matthyssens 1999, p. 10-11). A foreigarket withdrawal does not always
mean a full withdrawal from the international mdrkeometimes can be a partial
withdrawal in a certain country or it could be auntry specific or region specific

withdrawal.

De-internationalization is defined by Benito and Welch as “any voluntaryfarced

actions that reduces a company's engagement irxpmsere to current cross border
activities” (Benito & Welch 1997, p. 9). Thus Imt@tionalization is the process of
engaging in international business and De-inteonatization is the opposite process of

reducing or terminating the engagement in thos&etswr

In this paper these terms will be used as synongnsince the difference between the
perceptions is minor.

2.2.2. Reasons for market exit
The most understandable motive to exit an inteonati market is when the company

doesn’t make any profit anymore. But this is nowals the case. Some firms are
unsuccessful in reaching their strategic intermati@bjectives and consequently have to
withdraw from that market. For example, Carrefobe tFrench retailer, decided to

withdraw from different international markets ev@ough its operations were profitable.
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The company’s goal was to be in the top three rapki each country it entered. (Som
2009, Chapter 7)

Some other companies are forced to exit a foreigrkaet because of political reasons,
government intervention and change of regulation,erpropriation in the foreign
country. Sometimes the exit comes as a result gatnee moral responses in the home
country. Such was the case of the divestment cgnmdiUS companies in South Africa
protesting against South Africa’s Apartheid systein. the period 1984-1986
approximately 60 U.S. companies exited the Southcah market by abandoning or
selling their subsidiaries. In 1991, after the kaninvest in South Africa was lifted,
several companies returned again, sometimes eveefdwchasing their sold to locals
subsidiaries. (Gillespie et al. 2007, Chapter 9)

The factors that influence the market exit are gatieed by Benito (1996) into the four

following groups:
1. Environmental stability

The host country’s environment should be analysesnfthe perspective of
competitive and political environment. If the compaannot remain competitive
it will lose market share that at the end of thg dangs low profits. The political

environment of the host country and the countrik ase very important factors
that often lead to forced withdrawals. Another impot aspect is the volume of
market specific R & D investment, which takes gighificance when evaluating

a possible market withdrawal.

2. Attractiveness of current operations
Unsatisfactory economic performance of the plantfothe foreign subsidiary is
often one of the motives to exit a foreign market.
Another important factor here is the economic gtowf the host country, which
in case of positive performance makes it very dtitra and increases the barriers
to exit.

3. Strategic fit
Business line relatedness between mother—daughtgpanies are very important
motives to make a company stay or exit a certainketaUnrelated business
operations increase governance costs and don'tostufie business to achieve

economies of scale.
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4. Governance issues
Companies might face problems if entering markieds &re very culturally distant
from their own.
Joint ventures with a local company can grant e&sgss to the local market. On
the other hand, a lack of commitment by one ofpidueners can motivate a market
exit.
Prior experience in international markets is vegvant in solving problems and
running foreign operations. But in the same wag@gperienced international firm

can decide more easily to close down operatiomscertain country.

Balla and Lantz (Balla and Lantz 2011, p.5-6) arthe the reasons for exit from the
subsidiary’s point of view can be controllable, tofiable to some extent or completely
uncontrollable. Controllable for example can be petition, product failure, improper
product design, financial processes, marketing ge®es or controlling processes.
Controllable to some extent are foreign competgjochange in consumer preferences,
market decline in demand, or corporate riding. Cletay uncontrollable factors like
government regulations or government deregulatipokétical instability cause the forced

market exit.

2.2.3. Exit Barriers
On the other hand, according to Karakaya (Karak2®@0, p.651), there are many

reasons why businesses don'’t divest and exit aeghaken when they are not making big
profit or even making a loss. He argues that tlagomfactor that affects these firms to
keep the operations in that market with low profitat loss, are thExit Barriers . (His
article though doesn’t specifically refer to a figremarket exit but to a domestic market
exit.)

When the barriers to exit a market are high thepdition in that market is much more

intense than when the barriers to exit are low lghslen 2012, chapter 4, p.110)

Sometimes, the lack of business opportunities sdraesvelse can be a high exit barrier.
Very high initial investment costs, as in Greerfighvestment case, increases the exit
barriers. The firm is not able to move this invesirn elsewhere and closing the

production plant is accompanied by very high suvst.c

Another exit barrier could be the level of vertigalegration of the firm in its production
or distribution activities. According to KarakayKarakaya 2000, p.653), the vertical
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integration is the most important barrier to exitidwed by the cost of divestment and
operating marketing fit. Emotional exit barrierpmesent the emotional ties between the
company and its local environment. It can be harddll or give away employees and
customers. The same can be said for all intangiskeets like goodwill, advertising,
supplier relationships and channel members. Otkirbarriers are the commitments
between the two parties, contractual obligatioestal contracts, labour laws and labour

unions which can hinder the market exit.

The incentives to exit a market contrasted with kiaeriers to exit. Respectively, if the
barriers to exit a market, for a specific reasoa laigh then for the same reason, the
incentives to exit this same market are low. Fanegle, if a company’s operations are
performing bad in a certain country but the complay invested a lot in market specific
R & D, it might feel trapped and forced to carry @perations in this market. But if the
same bad performing company has a relatively lowketaspecific R&D investment than
the incentives to exit this market are higher. Toempany should first analyse the exit
barriers in order to develop different exit stragsgfor different possible scenarios. The
following table developed by Benito explains bettés relationship between incentives

to exit and the exit barriers.

Environmental Stability

&  Cowuntry Risk

& REDlrtersity

Ailtractiveness of current op-

erations
@ Ecorominc Performance
&  Growtk . )
., # [ncentives to exit . Probabiiity of
Strategic fit & Barriers to exit exit

&  Unrelated Subsidiary

& Corglomerate parent

Governance issues

& Irternabional experience

@  CuBtural distance _

& Joint venture

& Acquiifion

Figure 1: Divestment of foreign operations: a framevork.
Source: Benito, 1997, pp.309-34
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2.2.4. Exit strategies

International market exit is a serious complicasetdbject. It has severe wide-ranging
consequences not only for the firm itself, but &rthe stakeholders involved (Benito
2004) like the employees that lose their jobs, Beppthat lose their business partners
and business opportunities, municipalities andridist that lose many occupation

opportunities and income from local taxes.

Since most companies enter a foreign market witig keerm goals to succeed and stay,
and because they are always under the pressuedo€ing costs, they don't invest in

drawing an international market withdrawal strategy

Michael Porter (Porter 1976) argues that as maesgt happens as a response to
unfavourable host market environments, market wadl is expected to become a
regular strategic result. He also emphasises thatstrategic planning process of the

company should include the market exit strategytdra

If the performance of the company does not meatiafactory standard, the management
should make a decision. Usually, the managemenit fsdt try through increased
commitment to recover the situation in order tofdresent in the market and remain
competitive (Pauwels & Matthyssens, 1999). Most games find it easier to stay and
give it another try by increasing the commitmermtrtho withdraw, although the choice to
withdraw would be the best choice for the companthat moment. This depends on the
fact that, on one hand the decision to withdrawdee®more bravery and more courage,
and on the other hand staying would need supplememtvestment in capital, time and
additional resources. As a consequence after all abtions taken like increasing
marketing activities, adopting a local strategyimroducing incentives there are two
possible scenarios. The first one is that survstedtegies actually provide the desired
results and the company’s performance is improGstond scenario and probably the
next logical action to be taken, if all these efdio save the subsidiary don'’t provide the

desired results, is starting the withdrawal process
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2.2.5. Exit modes
Different literatures refer to different types amnddes of exit. Here the modes of exit will

be categorised in three groups: full scale exitigeexit and fake exit.

There are different types @ill scale exitlike sell out, close down or harvest. Sell out is
becoming a popular way to exit a market. The suésidwhich is not performing quite
well, is sold with all its resources to another pamy. Very often the buyer is a former
competitor that overtakes the existing contractsndin resources, distribution channels
etc.. The harvesting-market exit is a similar siggtto exit a market. According to
Karakaya (Karakaya 2000, p.655) harvesting is “atrotled withdrawal form used by
companies with the purpose of increasing cash flovine difference from the sell-out is
that in this case the subsidiary is sacrificed fribid mother company to improve cash

flow, even if it is performing well.

The closing down a subsidiary due to unexpectedlteeand bad financial performance is
anticipated by the downsizing of the activitieddaled by totally closing the operations
is order to cut down on the losses. When an auailbloyer can be contracted, the
remaining part of the company is sold. This formerit is the most painful one because
beside the high sunk costs, it affects negativeapyrstakeholders like the employees, the

customer base, the distributors et cetera.

A partial exit is similar to ‘selling out’ but in this case whillae firm withdraws
operations from the country, the firm’s presencenaims in other ways, for example
through franchising. The buyer company becomes$rémehisor and the mother company

the franchisee.

Fake exitsare as well considered as sleeping relationsHips. is often the case when
the economic and political environment of the hostintry is turbulent. The company
reduces commitment in the host country but dodsate the market. Some companies
maintain a range of activities in the host coumthich keeps a sort of connection. This
sleeping relationship provides to the firm the rkdhformation flow, and keeps its
visibility in the host market. (Welch & Welch 2009,572) Sometimes companies even
continue international promotion activities durintpis period. These sleeping

relationships can last for months or even yearssiones.
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For example, Volvo the big Swedish auto manufactaygplied during 1975-1992 a
sleeping relationship in Iran. (Hadjikhani & Johsmis 1996). When the environment

becomes favourable again the company re-entersnidudiet.

2.2.6. Costs of exit
Foreign market withdrawal is mostly very costlyislievident that the difficulties to exit a

foreign market and its related costs are higherthierequity modes like wholly owned

Subsidiaries, Joint Ventures and Acquisitions.

Mode of entry | Indirect Direct Licensing Wholly Joint Acquisition

exporting exporting owned Venture

Consideration Subsidiary

Speed of entry High High High Low Low High
Difficulty of exit Low Moderate Moderate High Hig High
Costs of exit low Moderate Moderate High High High

Table 1: Strategic considerations. Market entry- Maket exit
Source: Gillespie et al 2007 (Chapter 9 and own psentation)

The foreign market exit it's not only very costly.implicates the disruption of many
relationships that were previously very significdot the success of the international
operations of the firm. (Welch & Welch, 2009, p.p7hus, the exit affects negatively
many involved parties like the local environmerite temployees, the customers, the
distributors, suppliers and the channel members. drily positive effect can be for the

company’s competitors as they can possibly incrdasie market share.

2.2.7. Quality of exit
The quality of exit is a very important issue tikeacare of. The terms used in the

literature are “beautiful exit” and “ugly exit”, vich stand respectively for good quality
exit a bad quality exit.

According to Alajoutsijarvi, Moller& Tahtinen (Alaptsijarvi, Moller& Tahtinen, 2000,
p. 1282) a beautiful exit is the one when the taation of a business relationship
“avoids, as much as possible, hurting the disergaitpe other party and the connected
network”. From this it can be directed how an ughit looks like. Often when a firm is
forced to exit a market, it would perform an ugkitdbecause of lack of time. An ugly
exit example performed the American Gateway Comp@erporation, a computer
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hardware company based in California, from the dapa market in 2001. Because of
poor growth worldwide, Gateway decided to switcl thieir Japanese operations and
exited the Japanese market in haste. The stafdfout the same day as the media that
Gateway was leaving Japan, and consequently fasett suddenly unemployed. After
the withdrawal, its customers received neitherraftdes nor customer care support. But
the biggest damage was done to its own brand nahiel is affecting the latest attempts

to re- enter the Japanese market. Harris (Ha@i37 2p.2).

2.3. Market re-entry
According to Welch& Welch (Welch&Welch, 2009, p. 96 main drivers of

internationalization that will increase the chandes firms to internationalize are
knowledge, experience, networks, market activites] resource commitment. But in
case of a market exit from the given country thaseors will be influenced in a positive
or negative way. Consequently, in the re-entry @ssdhey pursue each stage by applying

the same concepts to be core drivers of internalization.

2.3.1. Definition of International market re-entry
In this part there are similar terms that desctilteesame phenomena such as market re-

entry or re-internationalisation. These terms Wdlused as synonymous as the difference

between the perceptions is minor.

Welch& Welch (Welch& Welch, 2009, p.569) define therinternationalisation as
“withdrawal from inward and outward internationgbevations by a company before
subsequent international re-entry.” They percéias a process that involves four stages
(1) the company is involved in international busmeoperations, (2) the company
withdraws from international operations, (3) a timé period of some duration follows,
(4) finally the company attempts a process of im@&onal re-entry, which concludes with

successfully renewed international operations.

Most companies invest a lot of resources into @gonal expansion strategies but they
tend to hesitate when it comes to enter a prewoasgited market. This hesitancy

according to Javalgi et al (Javalgi, DeligonulxiDi Cavusgil 2011, p.377) may be a
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result of the several underlying reasons: (a) thjeatives of the firms may be different at
the time (b) residual mind-share could delay thecigiens to re-entry (c) the

neutralisation of the factors that led to exit (@§ufficient confidence in the previously
exited market opportunities (e) insufficient knodde of the present situation of the

market (f) fright of being prejudiced for the preus experience.

Apart from external stimuli like the host countmve@onment conditions there are other
internal factors that influence the decisions t@mé&y. The firm's internal resources, its
managerial commitment and its objectives can deterrthe mode and the time of re-

entry.

Javalgi et al 2011 emphasises that with the econmeopming global, the elimination of
trade barriers and the economic growth of the ttianseconomies should make firms
reconsider entering the previously exited markgtavalgi, Deligonul, Dixit , Cavusgil
2011, p.377). By entering these markets most finange the advantage of the previous
knowledge and experience and they could use thisvladge to develop competitive
advantage, economies of scale and collect sunk cost

Javalgi et al (Javalgi, Deligonul, Dixit , Cavus@D11, p.380) argue that tme-entry
process is a different concept from te novoentry or the one time entry in an
international market, from different perspectivastsas market knowledge, relationships
with stakeholders, host country environment or sookts. Firms that never re-enter a
market exited previously may miss many opportusitieat this market has to offer when
the reasons that brought to exit aleninated. For example, a firm that re-entersréage
market after some time still possesses a greatafdatowledge regarding host market
specifications or regarding the host country emument. They have previously
developed and often maintained strong ties withpbews and customers. Another firm
which is entering this market for the first timeshta begin building this relationship but
as well establish bilateral trust and understandiity customers and suppliers. Similarly
can be alleged about the company’s reputation erréputation of its products and
services in the host country. A new entrant hasr$b establish its reputation in the host
country which is very time-consuming, instead aemé&rant has already a reputation
established from the previous experience. On therdtand, if this reputation was not
good or it was damaged through a bad exit the teseinhas not such a favourable start

position compared to the new entrant.
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These criteria and the respective differences atesigle by side in Table 2 in order to

ease the comparison.

Criteria De novo Entry Re-entry

Foreign Market Knowledge Less knowledge Highlpwktedgeable

Relationships (e.g., customers, suppliers) To astalust and| Previously developed
understanding

Resources To explore sources Previously explored

Host Country environment (Economic, Political) ando gain familiarity Experienced

culture

Sunk costs No Opportunity to salvage Sunk

Costs
Company reputation Establish reputatior Alreadgldighed
Risk Aversion Low High

Table 2: De novo entry versus reentry in Internatbnal markets
Source: R.R.G. Javalgi et al. / International Busiess Review 20, 2011, p. 381

In order to see the differences betweennovoentry and the re-entry process in a more
interactive perspective Javalgi et al (Javalgi,idgetul, Dixit , Cavusgil 2011, p.380)
have developed a model where they include all Bggmt factors. Nevertheless the main
three aspects which they investigate are the copgpanowledge, the re-entry objectives

and the re-entry decisions.

They examine the company’s knowledge at threeegimmoments a) the market entry
(de novoentry), b) market exit and c) market re-entry. aNlpreparing for ae novo
entry the firm explores knowledge, at the time @ifrket exit it has to do with knowledge
acquisition and the phase of market re-entry ft&stime of knowledge utilisation. When
a firm prepares to enter a new market it gathedsedaborates huge amounts of market
information on host country environment, host copmmustomers, host country culture,
host country competitors and host country instigi Because this knowledge is of a
secondary nature as the firm doesn’t possess ffirgethand from its own operations in

the host country, Javalgi et al 2011 name it exgitoy knowledge.

Only when the firm starts the operations in thethmsuntry it can obtain first-hand
knowledge from the day to day operations and kaiatiips in the market. If a firm for
some reason exits a certain market, at the poimharket exit the firms possess huge
amounts of market specific knowledge. Javalgi €e2Gl1 maintain that the knowledge
attained during operating in the host country agdiere the knowledge attained during

their market exit is very significant and thus thegme it knowledge acquisition.

25



Nonetheless apart the tangible and intangible o#se firm takes home after the market
exit, it acquired a lot of country and market sfiedinowledge. In the scenario of market
re-entry the firm may use all the previous knowkedgathered through experience or
because of archiving detailed documentation of iptess operations regarding the host
country characteristics and utilise it to gain cetitjve advantage toward its competitors.
Javalgi et al 2011 emphasise at this point thatkttowledge utilisation at the point of re-

entry will provide a greater opportunity to re-empeeviously exited markets.
The re-entry objectives according to Javalgi é&dl1 could be:

a) Capturing emerging opportunities, i.e. many gmer countries like India, Russia or
China have become attractive again for MNE becatiseeir high growth rate and their

market size.

b) Attain growth and diversification in internatenmarkets. For example, if the EU
market slows down, companies which have diversified expanded geographically will
be more resistant and better performing than tlvosepanies who only perform in the

home market.

c) Recover sunk cost in terms of tangible and gitale cost. As Karakaya (Karakaya,
2000, p. 653) argues that sunk cost is the maineban the course of market exit. This
delivers an incentive for most companies to retarmarkets which have been previously

abandoned.

d) Capturing low price human or capital resourcésr example firms re-enter in
countries like India or China because they offestMaw-priced natural resources and

low-priced highly educated human resources.
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A Framework for Re-entering International Markets
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Figure 2: A Framework for Re-entering International Markets
Source R.R.G. Javalgi et al. / International Busings Review 20, 2011, p. 381
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3. Part Il: Market Environment

When deciding to expand and enter a new markerd&ioking at the basic issues of the
entry strategy, the first thing to do is look cliys® the market environment and analyse
risks and opportunities. The interest of Austrimmpanies that want to have business
relations with the western Balkan countries haseased rapidly in the last decade. For
this reason a detailed impression of the region aihthe specific countries will be
portrayed.

3.1. Transition economies in the Western Balkans
What are transition economies actually? There ariterent names, different

classifications and different components used tegmise them depending on when and
who defined them. In different literatures divetsems are used like developing markets,
emerging countries, frontier markets, emerging Beronot to forget here the most

frequently used term underdeveloped or ‘third wartdintries’. The last two are rather

inaccurate because most of these countries aredestgioped if referred to history and

culture. ( Cavusgil et al. 2008, Page 254)

Since the focus of this study is not on the emgrgoonomies in general but the South
East European region, the term that will be usedrdasition economiesThis term
explains best the similarities and characteriseth@de countries that transited in the last

20 years from a centrally planned economic systethé market oriented economy.

3.1.1. Defining transition economies
The definition of the World Bank fo€ountries with transition economies (transition

countries, transition economies):

“...Countries moving from centrally planned to markeiented economies. These
countries- which include China, Mongolia, Vietnaformer republics of the Soviet
Union, and the countries of Central and Easterndpéar contain about one-third of the
world's population. [...]Several countries with tréi@en economies are sometimes
grouped with developing countries based on thew lar middle levels of per capita
income, and sometimes with developed countries dbass their high
industrialization...”. (www.worldbank.orgMay 2012)
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The World Bank categorizes the different econorbesed on the levels of gross national

income (GNI) per capita.

The World Bank classifies Albania, Macedonia, Mowmtgro, Kosovo and Serbia as
developing countries and all these countries, exfmp Kosovo in the Upper-middle-
income economies ($3,976 to $12,275 , GNI per aditl0) (www.worldbank.org May
2012)

Another name for South eastern Europe that has éedusively used lately is the name
“Western Balkans” and this region includes AlbarBasnia and Herzegovina, Croatia,
Kosovo, Macedonia FYR, Montenegro and Serbia.( valwd.com May 2012)

Western Balkan countries after the dissolution afdslavia and the end of communist
rule in Albania fell into deep poverty. This was img caused by an extreme inflation

(extreme devaluation of Dinar and Lek), the coleap$ state owned enterprises and thus
the whole economic systems which lead to extrenwedse of incomes. The scissor

effect widened very fast the gap between rich avat.p

The dissolution of Yugoslavia that took 17 yearansnethnic conflicts, several wars and
several hundred thousands of lives, were a greataole in the socio economic
development of the region. One country dissolved icountries in 17 years. Slovenia
was the first to split in 1991 and last was Kosova008.

This explains why this region is always analyseoasately from Central Europe. While
central Europe was unifying, integrating and wogkimgether for the same aim, the
Balkans were separating, splitting and fighting thee proper nationalist right. The vast
differences between Central Europe and the WedBalkans are these 17 years of
conflicts or the lost decade of the Balkans warhef1990s. (Rupnik 2011, page 17).

3.1.2. Developments in recent years in the Western Balkan
Nevertheless since the start of the new centuryag very obvious that Western Balkans

hold much potential. Thanks to countless intermati@id and investment it was possible
to encourage the creation of new jobs, increasecaimes, foster economic stability and
better living standards. The last decade in WesRalkans showed rapid economic
growth.

Like all transition economies Western Balkans draracterised by a young median age
of its citizens with a medium to high educationdeand a fast expanding middle-class.
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What characterises all countries is the vast ditaiity of the rural socio economic level

with those in urban areas. Like in most transitemonomies there are strong poverty
differences between rural and urban areas. (Swir2@86). The urban areas have an
advanced commercial infrastructure and middle ghhncome consumers, contrasting
the rural areas that have limited access to sendod physical infrastructure, and consist

of mainly agricultural based very low income consusn

Looking separately one might think that these armlk countries with little market

potential. But by zooming out the map one soonggises that it is quite a big region we
are talking about. Comparatively, Western Balkamsgtory, with a population of almost
25 million, is slightly bigger that the United Kidgm and Belgium together (242.900
km2 + 30.528 km2), with a total area of 275.333 kan2around 6% of the EU total

territory (4.325.675 km2). (Own calculation)

Even though there are many market similarities wihenomes to economic development
there are huge differences (see Table 3). Thetedatia for example, that leads with the
highest GDP per capita 15.000 EUR PPP, highest mhomtages 1.043 EUR, highest

FDI inflows, lowest Inflation 2,3% and lowest uneloyment rates 13,7% in the region.

Macro indicators Western Balkans for 2011

Country Albania | BiH Croatia Kosovo| Macedonia Montenegro| Serbia
FYROM

Population, 1000 Persons  2.831 3.843 4.434 2.070 0602. 620 7.280

Area km2 28.748 51.197 56.594 10.908 25.713 13.812 | 88.361

GDP, real change in % 2,9 2,2 0,0 5 3 2 1,6

GDP per capita (EUR gt 6.800 6.800 15.000 4.900 9.000 10.500 9.10d

PPP)

Gross industrial 2,0 5,6 -1,2 . . -10,3 2,1

production, real change in

%

Unemployment rate LFS, 14,0 27,6 13,7 45 31,4 19,7 23,0

in %, average

Average gross monthly 292 649 1.043 230 497 722 512

wages, EUR

Inflation % 3,5 3,7 2,3 5,3 3,9 3,1 11

Public debt in % of GDP 60 39 43.9 59 35 44 45

FDI inflow, EUR min 742 313 1,048 701 304 401 1,949

Gross external debt in %46,3 25,5 100,9 - 65,7 30,3 81,2

of GDP

Table 3: Macro indicators Western Balkans for 2011
Source: WIIW (Vienna Institute for International Econ omic Studies),
Ministry of Finance of Kosovo,

WKO, own calculation; (Some data for Kosovo are estiated)
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On the other hand there is Kosovo, an only 4 yelrfkepublic, (public debt only 5,3 %
of the GDP), with lowest GDP per capita PPP 4.90&RElowest monthly wages of 230
EUR and highest unemployment rate of 45 %. Therodoeintries tend to be more
comparable to each other.

3.1.3. EU and Western Balkans
According to the European Commission, Western Balkaountries have moved closer

towards the EU in the last 5 years, and the Euro@zaincil has agreed to extend the EU

perspective to the Western Balkans countries (fetpeuropa.eu/enlargemeanay 2012).

It is clearly mentioned that the EU house is opendll the countries that fulfil all
necessary political and economic conditions forEkemembership. On the other hand, a
country can only become EU member with the unansndecision of all 27 actual

member states that makes this a political decigiancertain extent.

The next joining country will be Croatia, which cemtly hold the status of acceding
country. It will become the 28th EU member on tkeJduly 2013 after almost 10 years of
consultations and negotiations. Montenegro, Magedd-YROM and Serbia have

currently the status of candidate countries. Theyad different stages at their EU pre-
association historical development as some cown@ecession negotiations progress

quicker and for some others slower. (http://ec.pareu/enlargement¥iay 2012) For

example Macedonia is a candidate country since mbee 2005, Montenegro since
December 2010 and Serbia since March 2012 and obriekem has yet started the
accession negotiations. Albania, Bosnia and Heriegoand Kosovo are known as
candidate countries, which mean that they are piateBU candidate in the long-term
once they have fulfilled the necessary politicald aaconomic requirements for
membership.

Many political analysts are sceptical regardingrttembership of these three countries in
the near future, so that it is at least a decadayabefore Albania, Bosnia and

Herzegovina and Kosovo are ready to join the'EU.

! Personally, | am particularly sceptical about the scepticism of most politic or economic analysts, experts or
forecasters because at the end of the day there are advantages on both sides. There has been huge development and
great change in this region taking into consideration the continuous issues and obstacles, even though sometimes
self-made. With the hope of possible EU membership these countries have made a huge development and increased
the speed of democratic reforms, in order to build strong political institutions and strong economy promoting thus
greater stability.
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Figure 3: Western Balkans and the EU enlargement.2
Source: http://ec.europa.eu/enlargement May 2012
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3.1.4. AL-MA-KO-MO *
It sounds like a Japanese producer of hi-tech cadities; it is in fact an abbreviation for

AL bania, Macedonia,KOsovo andMOntenegro. These four countries are often put
together in international business not only becafisike geographic distance but also due
to other similarities such as the languages spo&ed, the socio-economical level of
development. In Albania and Kosovo the officialdaage is Albanian. In Macedonia and
Montenegro the Albanian language is recognised asirerity language also in the
official use. In Macedonia the official languageMsicedonian and regionally Albanian,
and in Montenegro the official language is Montemmedanguage and regionally
Albanian. In Kosovo and Montenegro the officiatremcy is Euro even though neither is
a member of the Eurozone Monetary Union. Both acoemthad adopted the German

Deutsche Mark as official currency that subseqyeméls replaced by the euro.

3.1.4.1. Opportunities and risks
ALMAKOMO accounts for almost 10 million habitants 0 million very fast thinking

customers, in a very fast changing and expandingkehaaround the corner of the
European Union. Seeing foreign investment as orteeoimain pillars to build a healthy
and strong economy, all countries have now estaddiggovernmental bodies to attract

foreign investment and assist foreign investoradhnieving their objectives.

In Albania, the Albanian Investment Development Age(AIDA) a renamed version of
former Albinvest, a governmental organisation dineéeder the Prime minister’'s Office,
aims to ‘increase the competitiveness of the Albanian ecgramd offer the foreign and
domestic investors comprehensive support for themvestment projects

(www.aida.gov.al)

In Macedonia, the Agency for Foreign Investment$ Brport Promotion of the Republic

of Macedonia “Invest Macedonia” is the primary goweent institution supporting

foreign investment in the Republic of Macedoniaw{winvestinmacedonia.com)

In Kosovo, the Investment Promotion Agency of Kaso{lPAK) is the leading
Government Institution to promote foreign promotinnnvestment for Kosovo as well as

with the promotion of exports. (www.invest-ks.9grg

2Thisisa self-developed term for: ALbania, Macedonia, KOsovo and MOntenegro
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In Montenegro, the Montenegrin Investment Promotiagency (MIPA) is a national
investment agency set up by the Government of Mg in 2005 to promote foreign

investments and facilitate economic developmeiMamtenegro. (www.mipa.co.me).

Despite their present stage of economic struggling, ALMAKOMO countries offer

extraordinary investment prospects to open-mindedgtors. As the overhead objective
of all these countries is the EU Membership, thendg of each government clerly
indicates in capital letters the words “Reforms”Stdbility” and “Economic

Performance”. The “Doing Business Report in SoudistBEEurope 2011” issued by the
World Bank shows that all four countries have mhdge improvements compared to
2008 with regard to matters such as starting upusinbss, dealing with construction

permits, registering property and enforcing corigac

Albania Macedonia Kosovo Montenegro  Regional
Average

2009 | 2012 | 2009| 2012 201p 20312 2009 2012 2012

Ease of doing Businegs 86 82 71| 22 117 | 117 |90 56 94

Starting a business 67 61 12 | 6 165 | 168 | 105 | 47 65

Dealing with| 170 | 183 | 152 61 169 171 167 | 173| 127
construction permits

Registering Property 62 | 118 | 88 49 66 73 123 | 108 | 60

Getting Credit 12 24 43 24 21 24 43| 8 51
Protecting Investors 14 |16 88 17 172 | 174 | 24 29 68
Paying Taxes 143 | 152 27 26 45 46 139 108 | 99

Trading across borders 77 76 64 67 129131 | 125 | 34 105

Enforcing Contracts 89 85 70 | 60 157 | 157 |130 | 133 | 61

Closing a business 181| 64 129 55 31 31 42 52 81

Table 4: Doing Business
Source: Doing Business Report 2009, Doing BusineReport 2011, Doing Business Report 2012
(Countries are ranked on the ease of doing business= best performer, 183= worst performer. A
high ranking means that the environment is more fagurable for starting and operating a business.
Data for Kosovo for 2009 are not available)

The last decade has offered increasingly improvesiness environment in all four
countries. The economic growth slowed down frod&6nwards because of the global
financial crisis which of course affected the ALMAKO countries as well. In the four
countries, the average GDP growth in 2011 was 2,9 ¥he euro-zone stagnation,
predominantly in Italy and Greece, which are the tmost important commercial
partners, has caused a shrinkage in tourism, teaghmrts, and remittances from workers

abroad.
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Two very important stages in the development oé¢heountries, which many foreign

investors see as opportunities when deciding teshare:

a) the unfinished privatisation process, and

b) the recently started process of building the cotminfrastructure.

The privatisation process started in the early @@th the low scale State Owned
Enterprises (SOE). Since 2007 these countries addawith the privatisation of the big
unprofitable state owned companies that have beegight to the public finances, but at

the same time an asset sale brings an increasganues.

Having said this, there are still concerns aboatribks that the region carries. A typical
issue in all four countries is the non-coordinatimetween governmental agencies and
bureaucracy. Serious concerns remain about thee laajo of informal economy,
corruption and organised crime networks. The higénuployment levels and the lack of
infrastructure are seen by many companies as twaapportunities rather than risks.
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3.2. Albania, Land of Eagles!

Romania

Bulgaria

Mace riia
Tirana do

Albania

Figure 4: Map of Albania
Source http://hhw.squarespace.com

3.2.1.Background®
Albania , Shqipéria, Shqipnija, or officially Repigbof Albania, is located in South

Eastern Europe, on the west coast of the Balkam®aa. It borders with Republics of
Montenegro and Kosovo to the north, with Macedaaithe east, and with Greece to the
south and southeast. Comparatively, Albania ish#ligbigger than Lower Austria and
Carinthia put together (28.713,75 km2), with a ltotmea of 28,748 km2. (own
calculation). Albania has a coastline of 316 kuwirfg the Adriatic and lonian seas.

The population of Albania is approf,831,741 (Albanian Institute of Statistics 2011).
Approximately 900.000 Albanians are living abrodtd. capital, Tirana, located at the
heart of the country is the centre of the politiemionomic and cultural activity.

* Albanian Institute of Statistics 2012, Albanian Investment Development Agency, own calculation and
comparison
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The native language is Albanian nevertheless thenbas language range extends to
English, Italian, Greek and German, and most oftithe a combination of at least three

of them spoken by one person.

Albania is a potential candidate country for EUession, is a member of World Trade
Organization since 2000 and a NATO member countrgesApril 2009. Albania is a

parliamentary republic with a transition economy.

3.2.2.Economy*
Albania has a very dynamic economy and has shoeat gootential for economic growth.

After more than 50 years of communist rule and tistaation Albania opened in 1992 to
the market economy. During the last 20 years thmicy has reached the levels of upper
middle income countries. However it still remaingp@or country compared to west

European standards.

Despite the global financial crisis the country laakieved positive GDP growth for the
period 2000 — 2009 average of 6%, and of 3,5% @d02and 2,9% for 2011.

Many reforms were undertaken during the last dedadmfrastructure development,
anticorruption, tax collection etc. Albania is fewming the transition from a mainly
agricultural economy to a service oriented econofllganian population has a median
age of 29 years (INSTAT 2010) thus a very youngkfarce and a total labour force of
1.1 million (INSTAT 2011).

Albania legal framework encourages foreign investisieThe corporate income tax was
reduced to a flat rate of 10% in 2008 (previoudya).

While 44.1 % of the people are employed in agrnigelfforestry/fishing sector (INSTAT
2010) this division only accounts less than 1/31656% of the GDP (Ministry of Finance
of Albania 2010). From the other sectors, the sewvisector dominates with 58% of the
GDP, the transport sector 5,2 %, the constructextios 9,4 and industry 9,9% of the
GDP. It exists a big unreported informal sectorahhif sums up to the value of 50% of
official GDP.

4 Ministry of Finance of Albania, Albanian Institute of Statistics 2012; Bank of Albania; Albanian Investment
Development Agency
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Main Economic Indicators| 2006 2007 2008 2009 2010 0112 2012* | 2013* | 2014*
GDP, real growth % 54 59 7,71 3,32 3,5 29 22| 6 2,|34
GDP per capita (EUR gt5.000 6.000 6.400 6.500 6.600 6.800

PPP)

Unemployment % 13,8 13,2 12,7 13,7 13,49 14,0 15 14| 13
Average gross monthly 234 273 279 307 279 292

wages, EUR

Inflation , % 2,5 3,1 2,2 3,7 3,5 35 3 4 4
Public debt in % of GDP 56,2 53,5 54,8 59,7 5852 0 6

FDI inflow, EUR mn 260 452 653 705 827 742

External debt in % of GDP| 16,6 15,3 18 234 25,19 6,34

Exports EUR mn 628 786 917 782 1.100 1.406

Imports EUR mn 2.430 3.043 3.582 3.268 3.30 3.865

Exchange rate ALL/EUR 1231 123,6 122,8 132]1 137,8138

Table 5: Main Economic Indicators for Albania
Source: Ministry of Finance of Albania, Bank of Albania, INSTAT, WIIW Vienna Institute for
International Economic Studies, own calculation.
There are significant discrepancies between the vieus sources.
Data for 2012*2013* 2014* are calculations.

3.2.2.1. Banking sector
The banking system is composed of: the Bank of @ilbgthe Central Bank), second

level banks (commercial banks) and the Depositsramee Agency (state owned). Only
deposits, that are not used for commercial purpasaisexceeding of ALL 2,5 million
(EUR 17.730) are insured.

The four largest commercial banks operating in Alhdaare Raiffeisen Bank (RZB
International. AG, Austria), Banka Kombétare TregtéCalik Holding Turkey), Intesa
San Paolo Bank Albania (ISP, Italy), and Banka @x&dBank of Albania 2011)

3.2.2.2. Tourism
Tourism consistently increases year by year anghi#ése in the GDP was almost 11% in

2010 including supporting industries (USAID 201@)generates approx. 140.000 jobs
coming in third place after agriculture and constian. The country possesses 290 hotels
with a total capacity of 11.793 bed places. ( INST2010). The natural treasures of

Albania represent great potential of high qualiurtsm. It offers cultural and
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architectural heritage from Greek, Roman and Ottonianes, national parks and
stunning beaches, adventurous activities from e t® the highlands known as the
Albanian Alps and many unspoiled touristic attractl. Albania was selected as the
number one holiday destination for 2011 by Londbnit, the largest travel guide book

in the world.

3.2.2.3. Foreign trade
Regardless of the many reforms and efforts, Aldareaonomy is still imports-oriented

that amounts 36,4% of the GDP (Ministry of FinamfeAlbania 2010). To a certain

extent, one can say that Albania failed to develogrowing export sector. The export
industry is very weak and amounts only 14 % of@GfiaP (Ministry of Finance of Albania

2010) and the export base is very undiversified maatow. During 2011 total imports

were 3,8 bn EUR and exports 1,4 bn EUR. The mepomrs in 2011 were textile and
footwear with 32 % , minerals, fuels and electyid0% and 21 % construction materials
and metals ( INSTAT 2011). The main trading pariedghe EU, delivering 64% of the

imports and getting 72.4 % of the Albanian expoits2011, in order of trade volume,
Albania’s main import partners were lItaly (30,5%)eece (10,6 %), China, Germany
and Turkey, and export partners were lItaly (50,9%gsovo, Turkey, Greece (5,1%),
Spain and Germany. (Albanian Investment Developmgency 2012)

3.2.2.4. Inflation °
Since 2002 the inflation has been between 2,2%3and@6 in 2009, that was the highest

rate of the last decade. During the economic esipanof 2010 the inflation remained
within the expectations of the Bank of Albania. Ttaeget of the Albanian government
for 2012 is to maintain an inflation rate of 3%. &wf the reasons for this increment of
inflation in 2009 (3,7%) and 2010 (3,5%) was thelusion of the pharma products into
the VAT scheme which automatically increased tlpeices. One external reason worth
mentioning was the increase of prices of importedds such as food, oil and raw

materials.

3.2.2.5. Transportation and logistics
The strategic geographic position, at the centra aftural crossroads of major transit

corridors in Europe, makes Albania the link betwethe Western Mediterranean

> Ministry of Finance of Albania, Bank of Albania
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countries with the Balkans and Asia. The principaldes of transportation in Albania are

air transportation, road transportation, railwayd waterways.

Albania’s international airport “Tirana internatanAirport Mother Theresa” is located
11 km from the capital. Airport traffic results f8010 were 1.536.822 passengers, 20.775
flights, and about 2.000 tons of cargo transporfathania in Figures 2010, Institute of
Statistics INSTAT) Another international airportshlaeen built in the northern part of the
country in the vicinity of the city of Kukes butdrat been operating yet.

2005 2006 2007 2008 2009 2010
Passengers 785.000 906.103 1.105./70 1.267)041 4.688| 1.536.822
Flights 15.400 1.5856 18.258 19.194 20.064 20.775
Cargo 2.000 1.603 1.695 1.987 1.711 2.000

Table 6 “Mother Teresa” Airport traffic
Source: Albania in Figures (2010), Institute of Stastics (INSTAT)

Albania has outperformed it neighbours when it centeeroad transportation. Because
the economic development is dependent on the gdsitansport infrastructure most of
the existing key roads have been reconstructechandones have been built. Here is to
mention the 4 lanes motorway that connects the @oytof Durrés with Morine the
border with Kosovo. The motorway that opened in@®@dduced dramatically traveling
time from Durrés to Kosovo from 7 to 2 hours. ledgpected that this road will increase
Albania’s number of tourists and the commerciaivaigtat Durrés port. In the framework
of regional cooperation, special attention was padkey roads that connect with
neighbouring countries like Macedonia, Montenegrd &reece. Approximately 452 km

of roads have been reconstructed in 2011 only tiirout the country.

Railway transportation is not as efficient as roadsportationAlbanian railway network
is composed of 677 km of primary and secondaryvegis. One of the main priorities of

the government is to reactivate the railway netwbrkugh private capital investment.

There are four main seaports on the Albanian c@astes Port and Shengjin Port on the
Adriatic Sea, Vlora and Saranda Port on the lodea. The largest and most important

port is Durrés, which covers over 80% of all thaurtiny’s maritime transport. The
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Albanian seaports are a very essential logistipaagtus not only for the country but for

the whole region.

3.2.3.Albania and its efforts attracting FDI®
Albania has attracted a notable amount of foremyestors in the last decade. Regardless

of the economic crisis, the FDI inflows progressesn 259,8 mn EUR in 2006 to 827
mn EUR in 2010. (Albanian Investment Developmeneiay 2012 AIDA) A favourable

foreign investment policy framework was developadyein 1993 and it continues to be
upgraded by the government with policies to suppmivate sector development,

bureaucracy reduction and investment promotion.

Amongst the key pillars of the economy such asastfucture, financial services, energy
or mining, foreign investors are the main playefsor example, the energy sector is
dominated by Foreign Investors. The biggest Austgampanies such as EVN and
Verbund are involved in constructing new hydropowsants in Albania as PPP
investments (Private Public Partnerships). (Chamnbeommerce and industry of Tirana
2012)

Financial services sector has had great develogmeie last years, too. European bank
giants such as Raiffeisen Bank, Intesa Sanpaoldk,B8nciete Generale or Credite
Agricole, entered the Albanian market by privatisistate owed banks or acquiring

existing small private banks.
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Figure 6: FDI Inflow in min Euro
Source: Albanian Investment Development Agency AIDADI Report 2012 page 3

In the mining, extraction and mineral processingt@ewe can still mention the PPP-
models in the country’s rich chrome and ferronickeines operated by Austrian

companie®r oil exploration and excavation operated by Caradompanies.

Another sector with great increase in foreign itwesit is the telecommunications
segment. In all its divisions, such as mobile comiration or internet services, foreign

investors play a crucial role.

Last but not least, infrastructure and environmendominated by foreign investors as
well. Airport building and operation, constructioofsmotorways or seaports, design build
and operation of landfills, incinerators or sewageatment are all implemented by

foreign companies.

Another segment worth mentioning, that differs frabove because of its labour
intensive characteristic, is the Textile Facon segmit consists of inward processing of
textiles and shoes to be later exported in EU a@sitThis sector is dominated by Italian
companies but mainly with licensing contracts tbaklian partners ( 83 % according the
Chamber of Facon of Albania). This is a very spraeiivity in rural areas and employs a
lot of skilled female workers, and despite the very wages it still contributes directly to
the rural development and poverty reduction. Theme a notable decrease in this sector
at the beginning of the economic crises but ilasvk/ recovering mainly because of the
competitive advantage Albania has in this indudtrg, competitive labour prices relative

to the region and the short physical distanceéd®b and thus lead time.
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Some of the major foreign investors operating ihahia are listed in Table 7.

Company Country of origin | Sector

EVN Austria Energy

Verbund (Ashta Hydro Power) Austria Energy

Raiffeisen Bank Austria Banking

Sigal (Uniga Group)/ (Acquisition) Austria InsuEn

Trema Engineering Strabag Austria Construction

Wolf Theiss Austria Law firm

Bankers Petroleum Canada Oil and Gas Production
CEZ Albania Czech Energy Distribution
Societe Generale France Banking

Airport Partners (Hotchtief) Germany Infrastruetur

AMC Grece Telecommunications
Consortium Atermon s.a - Roder & Blackwell Consultig eGr Energy

Vodafone Greece Telecommunications
Titan Cement Group - Antea Cement Greece General fdetouing
Hygeia Hospital Tirana Greece Health

Interalbanian ( Aspis Group) Greece Insurance

Alumil Greece Manufacturing
Coca-Cola Bottler Italy Beverage

Intesa San Paolo Italy Banking

Conad Italy Retail /Trade
Carrefour Netherlands Retail /Trade
Statkraft Norway Energy

Kurum Turkey Metallurgy

CALIK (Albtelecom) Turkey Telecommunications

Table7: Major foreign investors in Albania 2011
Source: Albanian Investment Development Agency AIB FDI Report 2012 page 3

3.2.4.Working with Albanians, views from the praxis.
The internal market in Albania has changed sigaifity in the last decade. Now it can be

described as an open market economy with eleméritard competition, especially for
SMEs. There is freedom of trade, with Sunday shappind often 24h stores. There is
generally more competition in all areas. Hard talfis supplier loyalty or brand loyalty
because the tendency is to try everything new. & tgeno big feeling of buying local. On
the contrary, consumption of foreign western prasishows status and wellbeing. Only
people who didn’t “make it” use the public trangpdine rest drives a car even for short

distances. Status symbols, luxury possessions esidreer products are very popular.

3.2.4.1. Human resources
A great new generation of Albanians is getting pred for the labour market. Albanians

spend a lot of time and money for good high edoocatf their children in the country
and abroad. On the other hand, the vocational ¢idaces much neglected. You cannot

make career in Albania if you don’t possess higlvensity education. The strengths of
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this splendid labour force (22-35) are: the dynamibe Will to change the environment
and themselves plus the knowledge of foreign laggsa(English! Italian! German!).

Other characteristics are the healthy curiosity @oehness, improvisation, creativity and
flexibility. Albanians are loyal and hungry for si&ss. A very valuable asset in the
Albanian society is the Albanian woman. Women corabiamily and work very well

and the role of women in the society is expectebetwery active since the women were
traditionally employed in socialism. Often womere anore results-oriented and men
more prestige-oriented. Mobility of working forcedaespecially of mangers is rather
limited, as family ties are strong and there iklatinfrastructure and comfort once you

leave the big cities.

The trends of the management are more a sort otfi@mab management because the
employees are emotional and they show it. Sombaeofdlics of the communist time are
believed to be the rigid management style thatroight find still very often, difficulties

to delegate work and own initiative. Own initiativ@ not encouraged in schools for
children at young age and it tends to be one ofrthi reasons of bureaucracy. Albanian
managers tend to plan for the short run rather tharlong run. Good managers are not

cheap in Albania.

3.2.5. Doing Business in Albania -Opportunities and risks?
Albania with its strategic location and its low taurden offers quite a lot of advantages

in terms of inexpensive factories suitable for bnéeld investment and inexpensive land
suitable for greenfield investment. Its naturaloregses beside hydropower, solar and
wind power include vast trails of agricultural laadd beautiful coastline with admirable
tourism potential. Albania is rich in petroleumtural gas, iron, nickel, copper chromite,
bauxite, salt and timber. Its young highly educdsdxbur resources provide a skilled cost
competitive workforce. Albania has had traditiopalery good relations with Austria and

the Albanians have a very good image of “Made istAia” products and services.

Investor's confidence in Albania has increased hm®y ¢ontinuously upgrading of legal,
structural, fiscal and administrative reforms caricating on trade liberalization and

facilitating doing business.

’ Chamber of Commerce and Industry of Tirana, Wirtschaftskammer Osterreich, Albanian Investment
Development Agency 2012 AIDA
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Privatisation has been a very significant approgcioring many foreign investors to
Albania, and now with privatisation soon to be flined, the country should develop
other attracting opportunities for foreign investomhe focus of the government is to
attract foreign investors in sectors where the ttguhas unexploited potential. These
investment opportunities are to be focused in seatich of natural resources such as
tourism, renewable energy, agribusiness, or in gadtorming sectors like services,
R&D, environmental and waste management, infragtracetc. For example, tourism
has a lot of available potential. By making a snwaimparison of hotel bed capacity
between Albania and Montenegro, one can see teat ik a lot of available potential
tourism or its supporting industries. For exampleahia possesses 290 hotels with a
total capacity of 11.793 bed capacity (INSTAT 201¥)hile Montenegro in 2011 had
310 hotels with a total bed capacity of 40.427 hedsotels, and 96.262 beds in private
accommodation facilities, thus a total capacityl86.689 available beds (MONSTAT

statistical office of Montenegro).

Major problem continues to be a large informal esog, corruption, unemployment,
non-coordination between agencies, bureaucracy comdbative political opponents.

(www.iaed.org/albania march 2012)

All these been said, Albania survived pretty gobte tglobal economic crisis, by

outperforming most of its neighbours. Albania, heeris seen to be one of the most
significant countries for the future of the Balkadvecause of its geo-political situation.
With a young and growing population Albania willMeaa larger role to play in the years

to come (www.balkanalysis.com march 2012
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4. Part lll- Let’s talk about Waste!

‘Through away, dig, burn, dispose, hide, recycte ethatever but just get rid of it

While most of us want to get rid of it, some otheysognised what a smart good waste is.

It's the only commodity, in trade, that you canretwice. For any other commodity the
exchange is “give and take”. For example, if yoel e customer and want to buy olives
you give money and take olives. The merchant onother hand gives you olives and
takes money from you.

For waste you would have to give twice as a custangou get twice if you are a waste
collector. As a waste collector you get the wastdactv most of the time is worth

something and you get money as well to handle it.

Make more money out of waste!

Source www.trendsderzukunft.de/tag/recyclen/ At@d12
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4.1. Definition of waste
An object or substance is defined as waste if tiemather the intention of discarding

them or if it is in the public interest to identiflyem as waste and treat them accordingly.
(AWG)

Waste as defined in the § 2 AWG (Austrian Waste ad@ment Law) are movable
property:

1. Whose owner wants to get rid of, or has dispased

2. Whose collection, storage, transport and treatrhas to be done as waste in order not

to threaten the public interest

3. Waste is something whose proper collection,agi@r transport and treatment are
necessary in the public interest, even if they hamagle an environmentally harmful
association with the sqfé.qg. oil-polluted soil).

4.2. The Austrian Waste management framework
Austria is one of the leading European countriesterms of sustainable waste
management. The waste management sector has ligeat &f remarkable improvement
in the last 2 decades. Progressively tighter raled regulations, followed by higher
environmental standards and the increasing sigméie of the secondary raw materials
have created a huge industry generating revenuegpmfox. 5bn Euros annually and

employing approx. 31000 employees in Austria. (Faldé/aste Management Plan 2011)

Key Indicators on turnover and number employees In the Austrian waste management Industry

Private waste manage- Municipal enterprises General waste
ment, including spun-off (including associations) management
municipal enterprises  and public administration
Turnover approx. € 4,000 m/a approx. € 1,000 m/a approx. € 5,000 m/a
Number of employees approx. 26,000 approx. 6,000 approx. 31,000

Figure 7: Turnover and number of employees in the Astrian waste management industry
Source: Federal Waste Management Plan, (2011), Lef@ministerium
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According to the Waste Management Law of 2002 ef Republic of Austria (81AWG
Abfallwirtschaftsgesetz), waste management showdd bbased on the precautionary

principle of sustainability and be geared toward:

1. Preventing harmful or adverse effects on humamispals, and plants, their life support
system and their natural environment, and gener@tuce any negative effects on

human wellbeing to a minimum.
2. Keeping the emission of air pollutants and ctenaelevant gases as low as possible.

3. Conserving resources (raw materials, water, gndempdscapes, land areas, landfill

volumes).

4. Ensuring, in the case of recovery, that the medsereclaimed do not present a greater
risk than do the comparable primary raw materialspmducts from primary raw

materials and

5. Ensuring that only such waste remains as cadepesited without danger to future

generations.

Respectively, the five steps of waste managemenatahy in Austria are:
1. Waste prevention

2. Preparation for reuse

3. Recycle

4. Other recovery e.g. energy recovery

5. Elimination

Translated in common language that means that thelewsociety and the waste
management industry have to follow each of thesgssin a consecutive order. Therefore
(1) try to prevent waste as much as possible, (Bgmhat you can’t prevent prepare to
reuse it, and after it (3) separate what can bgcted, (4) what can’t be recycled can be
used for energy recovery and only what is lefti{&ye to be eliminated. The three-step
waste hierarchy used previously (prevention befogeovery before disposal) was
replaced by the five-step hierarchy (preventionokefpreparation for recovery before

recycling, before energy recovery, before disposal)

49



It can be assumed that trends in the following kel have implications for the future
development of the Austrian waste management: ptipal growth, trends in lifestyle,

economic growth, mobility and technical development

Not only the quantities of waste have been increpsi the last ten years, but there has
been an increase also in fees for waste colleetmhtreatment, which can be endorsed to
the improved services provided by the municipaitier higher standards in waste
treatment. This makes the waste business sectpratieactive but at the same time very

competitive and innovative.

Amount of waste fees charged in all Austrian
municipalities
in millions of euros
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Data source: Oko-Steuern 1995 — 2006, Statistics Austria, Ministry of Agriculture, Forestry,
Environment and Water Management, Vienna 2007

Figure 8: Waste charge fees in Austria
Source: Federal Waste Management Plan 2011, Lebensmnisterium

Urban waste is collected from private or semipevampanies. Citizens pay a yearly fee
to the respective municipalities for the wasteeaxdibn. Citizens are “voluntarily” obliged
to separate waste. Up to 18 different waste typessaparated by each household
voluntarily. The waste separation rules differ Islig in the different Federal States. For
example, in Lower Austria households separate tlewiing waste types: biological
waste, paper, white glass, coloured glass, plgstakaging waste, aluminium or other
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metal packaging waste, tetra pack, batteries, edpimedicines, furniture and appliances,
electrical appliances which contain hazardous nase(like refrigerators), electrical
appliances not containing hazardous materials fl&edryer, iron, radio without batteries
etc), oils, cooking oils and fat, diapers, old pamld chemicals, and everything that
doesn't fit in any of these categories is collecasdrest mixed waste. In Lower Austria,
waste fees are approximately 200 EUR per househgielar. According the Eurostat in
Austria in 2010 the average waste production pesgrewas 591 Kg per year. All 591kg
are processed as following 1% in Landfills, 30%necated, 30 % recycled and approx.
40 % composted.

Industrial and business waste is collected and gss®xl only by private companies.
Businesses pay a fee to waste collectors basedlome, quantity or based on regular
monthly/yearly contracts. When industrial non-hdpais waste is disposed safely in

Austria, it costs approx. the 160 euros per ton.

All waste types are included in a special wasteeddary issued by the ONORM
(Osterreichische Normungsinstitut-Austrian Standakastitute) with a special 5 digit
code number. Hazardous waste has in addition t6 thigit number also the letter “g” for
“Gefahrlich kontaminiert” which means hazardoustaamnated. For example, the code
“35221” belongs to “large electrical appliances>56 cm”, and the code “35210g”
belongs to “large electrical appliances> = 50 crthwiazardous properties”. There are
around 1500 different waste codes in Austria outvbich approx. 764 are labelled as

hazardous or contaminated.

Waste collectors differ from each other by the tgbdicensing of activities. There are
companies that are only licensed to collect wast®raling to a specified list of waste.
There are companies licensed to dispose and atierare licensed to process and treat
waste. Sometimes one company may have the rigtt @l three procedures. But NOT
all companies that operate in the waste managersector are allowed to do the

collection, disposal or treatment of hazardous &ast

The entering in force of the new Landfill Regulatim year 2004 (Deponieverordnung
2004) brought a major revolution in the waste managnt sector of Austria. Since then
it is not allowed to dispose unprocessed wastelamdfill. All sorts of waste have to be

separated, reused, processed, recycled, incinestded he only types of waste, that are

disposed in landfills, after being processed, egst of the ashes of the incinerator, soll
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excavation, and construction waste and massiveewastording to the corresponding
landfill and the corresponding landfill regulation3he technical possibilities of waste
collection and waste treatment in Austria are presk in Figure 8. Furthermore, all
environmentally harmful deposits, refuse dumps eodtaminated sites that still exist
from previous years — the so-called “Altlasten’re & process of remediation. First, the
suspected sites get examined, recorded and tleptsed assessed, according the law for
remediation of contaminated sites (ALSAG). The gowsent contributes to finance the
remediation and the redevelopment of contaminated,|if no polluter can be found.
Otherwise, every polluter must pay for the remedmatand the redevelopment of

contaminated land itself.
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Figure 9: Technical possibilities of waste treatmetrin Austria
Source: Own presentation

As mentioned above waste prevention is at the fdpeowaste management hierarchy,
which aims to take all the measures to reducefdrbea product actually becomes waste.
Figure 10 explains the measures to be taken ay step of the supply chain of the waste

prevention strategy.
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Figure 10: Waste creation along the value chain anstarting points for the waste prevention strategy
Source: Federal Waste Management Plan (2011)

There are approximately 2200 waste treatment figslin Austria out of which 666
landfills, 466 plants for aerobic biotechnologicimkatment of separately collected
biogenic waste, (composting facilities), 400 treatin plants for construction and
demolition waste, 182 plants for sorting and pssagy separately collected recoverables
and other waste , and 157 plants for anaerobitedhoological treatment (biogas
facilities). Austrian waste treatment facilitieopide the highest environmental standards
in Europe. Generally all waste generated in AusBidreated in Austrian facilities in
order to protect the investments and to contrihatéhe Austrian national economy. If
there are ,unused plant capacities” available instAa, than waste from Austria’s
neighbouring countries is being treated, partiduldrecause of the high technical
standards of the plants. For that purpose imponvagte to Austria is encouraged and

viewed very positively. (Federal Waste Managemdsuh 2011)

Nevertheless, for some specific kind of waste tlean@t be found a solution in Austria.
For example, waste to be placed in undergroun@gésr (Untertagedeponien) is exported
and disposed abroad (e.g. dangerous contaminates). da this case a notification

approval of the Ministry of the Environment is régd.
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Kommunale Abfalle 2010

Kommunales Gesamte Behandlung der kommunalen Abfélle (in %)

Abfallaufkom behandelte  Depo- Verbrenn- Recycling  Kompost-

men komm. nierung ung ierung

(kg/Person)  Abfalle

(kg/Person)

EU27 502 486 38 22 20 15
Belgien 466 434 1 37 40 22
Bulgarien 410 404 100 - - -
Danemark 673 673 3 54 23 19
Deutschland 583 583 0 38 45 17
Estland 311 261 77 - 14 S
Finnland 470 470 45 22 20 13
Frankreich 532 532 31 34 18 17
Griechenland* 457 457 82 - 17 1]
GroRbritannien* 521 518 49 12 25 14
Irland 636 586 57 4 35 4
Italien* 531 502 51 15 21 13
Lettland 304 304 91 - S 1|
Litauen 381 348 94 0 4 2
Luxemburg 678 678 18 35 26 20
Malta 591 562 86 - 7 6
Niederlande 595 499 0 39 33 28
Osterreich* 591 591 1 30 30 40
Polen 315 263 73 1 18 8
Portugal 514 514 62 19 12 7
Rumanien 365 254 99 - 1 0
Schweden 465 460 1 49 36 14
Slowakei 333 322 81 10 4 5
Slowenien 422 471 58 1 39 2
Spanien 535 535 58 S 15 18
Tschech. 317 303 68 16 14 2
Republik
Ungarn 413 413 69 10 18 4
Zypern 760 760 80 - 16 4
Island 572 531 73 11 14 2
Norwegen 463 462 6 51 27 16
Schweiz 707 708 - 50 34 17
Tirkei 407 343 99 - - 1

*Schatzung von Eurostat
0 bedeutet weniger als 0,5%, , - “ bedeutet einen echten Nullwert

Quelle: Eurostat, Tabelle: Kommunalnet

Figure 11: Urban Waste in Europe 2010
Source: Eurostat 2011




4.3. Waste management situation in Albania. Quo vadis Alania?!

4.3.1.Legal Framework
There is finally a clearer picture of the wasteiaion in Albania which consists of the

national waste management strategy, the nationsiewaanagement plan and a revised
environmental legal framework. The National wassnagement strategy was drafted by
the Commission of European Communities in 2010afat on behalf of the Government
of Albania. Furthermore, the waste management lE@s is improved with new laws
and regulations in accordance with the EC direstiad the Basel Convention
requirements. Nonetheless most advancements inséu®r are made in the area of

legislation.

The five step waste hierarchy, similar to Austrisiaste hierarchy, is integrated in the
current legislation as a priority in waste preventand management, nonetheless not yet

put into practise.

1. Prevention

2. Preparing for re-use

3. Recycling

4. Other recovery, e.g. energy recovery

5. Disposal

The 2009 progress report of the European UnionAfitwania was not very positive

regarding the environmental issues and waste mar&gen particular.

“...There has been little progress in the area diste management. The government
adopted some implementing regulations. Apart fréve tehabilitation of the Sharra
landfill there have been no developments as regandsicipal waste management.
Uncontrolled dumping and burning of waste still megent environmental and health
hazards. Albania lacks a modern system of wasteatmn, disposal and recycling, and
has not set up a clear strategy for the safe digbothazardous waste. Preparations in
the field of waste management are not advanced urthér efforts are required to
strengthen the administrative capacity of all indions involved in environmental policy
making and enforcement. Inter-institutional coopiena and coordination still needs
improving. The National Environmental Strategy et yet been approved. Further
efforts are needed towards ratification and implatagon of international conventions.

Overall approximation of legislation to the Acquis making slow progress, but
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implementation and enforcement are still laggingibd. Preparations in the field of the
environment are advancing slowly..(Progress report 2008 of the European Union for
Albania)

Regardless the legislative engagements of the AdbhaBovernment, the main threats to
its environment come from the impact of human pecactEnvironmental degradation
particularly in the coastline has numerous facsuwsh as municipal waste, industrial
waste and pollution, illegal harvesting of forestialamage of vegetation resources, and

unregulated development.

The biggest amounts of waste generated (in tors)naunicipal waste, followed by
construction waste. Nevertheless, the highest resksrelated to smaller volumes of
(industrial) hazardous wastes and clinical hospitakte. According to sources in the
Ministry of Environment, Forestry & Water Managerhére total urban waste generation
in Albania exceeded 900.000 tons per year in 2@16.believed by specialists that real
figures are much higher than the official figur&he median amount of waste production
in urban areas is 550 kg per capita per year afckdan rural areas. These amounts are

expected to grow progressively with the economioetitjpment and spread of

consumerism.
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Figure 12: Total generation of waste in Albania
Source : Ministry of Public Works, Transport and Telecommunication, Ministry of Environment,

Forestry & Water Management 2011
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4.3.2.Waste collection and disposél
Currently only 60% of the population are coveredabyaste collection service. The local

government collects the waste collection fee, kn@srthe cleaning tax, according the
Law on Local Taxes. The fees cover cleaning ofcitbe urban waste collection, transport
and disposal at the dump site, but they don’t cewgrervision, or after-care of disposal
sites. The fees are calculated per household hiwegeare not based in the number of
persons but they are identical for all householde Tees, that are generally very low,
differ from one municipally to the other. For exdmpn the capital Tirana, where the
cleaning tax is the highest; the fee is approxUREper household per month, in Durres
0,8 EUR per household per month and in smaller conities 0,58 EUR per household
per month. (Albanian National Waste Strategy 20h0pmes generated by the cleaning
tax are not used exclusively for the purpose thesevereated.

Businesses pay a flat fee as well. The fee is paery six months by the private
households and once a year by the businesseseVéreues from the cleaning tax are not
sufficient for the city cleaning and waste managetythus the municipalities have to add

continuously more resources to the budget.

For example, the collection system for municipalstgahas been privatized by 80%.
Tirana is divided in 6 waste districts and is seadi by five private companies, four
Albanian and one Italian company that are involuedvaste collection. In the area of
waste disposal or processing, there are no prafeialised companies (Municipality of
Tirana 2011).

There is no systematic recycling, because theneoisystematic separation of waste
neither for municipal nor for industrial waste. Ranfamilies search for recyclable
materials such as cardboard, plastic bottles arap swut of the garbage and sell them to
local recyclers. There are approx. 60 private congsadealing with waste recycling but

most of them don’t have an environmental permitfithe authorities

They are operating in the following waste groupsbéhian National Waste Strategy
2010)

Plastic: 10 companies
Textile: 1 companies
Aluminium: 4 companies

® Albanian National Waste Strategy 2010
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Steel: 15 companies

Metal scrap: 21 companies

Inert waste (demolition bricks): 1 company

Wood: 1 company

Waste oil: 1 company

Used tyres: 1 company

There are also a handful of companies that cotlasiboard and paper to process it into

packaging material. Electrical and electronic wasté glass are not covered.

After the collection in urban centres, the wastenemally transported to specified
dumping points. In many local papers or governnrepbrts these specified points are
named landfills. These places are no landfills etiog to EU landfills standards but

merely waste dumping sites or wild landfills at tkége of the residential site. The
unprocessed dumped waste gets pressed and thereatavigh soil, creating thus huge
hills with many layers of unprocessed waste. Thl kof dumping of waste without

separation and treatment causes serious polluti@irtand groundwater. As this urban
waste dumped contains a high percentage of orgeaste it produces methane (CH4)

and carbon dioxide (CO2) gases which are very hdrfof the human health.

4.3.2.1. Construction and demolition waste
Construction and demolition waste created by thestaction industry, demolition of

older buildings or building infrastructure repretsea high volume of waste in Albania.

Construction and demolition waste is generally tifrt sometimes may contain small
amounts of hazardous wastes like asbestos andpahere are no specified landfills for
construction and demolition waste. It is disposetha same place as the urban waste or
dumped at unauthorised places. There was a smaleake of the Construction and
demolition waste in 2009 compared with 2005, bsitvitlumes are expected to increase

as the construction industry develops further.

4.3.2.2. Hazardous waste
Although according to the Albanian law hazardoussteamust have the appropriate

packing and labelling in accordance with internmaaio standards and must be
accompanied with the proper documentation, thiads yet the practice. Furthermore
according to the law, any kind of hazardous wabktaukl not be mixed or diluted with

other kinds of hazardous waste nor with other nalgeor substances.
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If not separated correctly at the source, hazardaohstances can be found in construction
and demolition waste, in end of life vehicles, veaslectrical and electronic equipment,
waste lubricant oils and batteries and accumulat®tg the most hazardous waste is
generated from the industries like chemical andathegical industries, mineral and oil
industries, light and food industries, besides ftieetilizers. These wastes have
toxicological and eco-toxicological properties aack classifies as very toxic, toxic,
corrosive, irritating and carcinogenic substanaegrfide, arsenic, mercury etc). It is
estimated that Albania generates 170.000 tons induwaste annually out of which a 3-

4 % is to be categorized as hazardous waste.

Although in the Albanian law the importance and pneper disposal of hazardous waste
are mentioned, no clear practical strategy or mamagt plan was developed for the safe
handling and disposal of hazardous waste. It isnothe case when hazardous waste is
mixed with non-hazardous waste to re-classify ithaa-hazardous waste. There is no
available official information concerning the disab of hazardous waste in terms of

volumes or when and where it is disposed. Whileffisially, it is known that most of it

is disposed at the same place as the urban wasipitel the fact that it is prohibited by

law, and some of it is dumped at unauthorised place

Not only the hazardous waste generated in the pppnbvides tremendous problems but
also the imported for good money of industrial dr@dardous wastes are questionable.

This despite the fact that the import of hazardeastes into Albania is not allowed.

4.3.2.3. Clinical waste
Large quantities of hospital and clinical waste disposed of at the same place as urban

waste. An exception is the city of Tirana, where thajor part of its hospital and clinical

waste is incinerated from the hospitals indepergent

4.3.3. Sites for emergent remediation
There are a large number of former industrial sitbgch are defined as environmental

hot spots in Albania and require immediate remexhat According environmental
experts, approx. 70% of these hot spots have hdathdo have an impact in the soll

and ground water contamination.

The ones where the human health and the environarenat high risk and where site
remediation is urgently needed are the followingrfer communist factorieGAlbanian
National Waste Strategy 2010):
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« P.V.C.in Viora

* The Oil Rafinery in Ballsh

* The Oil Extraction Industry in Patos — Marinzé

* Former Metallurgical Cooper Factory of Lac

* The Metallurgy of Elbasan

* The Batteries Factory and Former Textile Factorigenat
* The Polluted Area of Porto Romanos in Durrés

» The Copper Factory in Reps and Rrubik

The capital required to invest in remediation @fsh facilities cannot be provided neither
from the budget of the responsible Ministry nomfrthe budget of the local government.
The lack of a Waste Management Strategy and Wastealyement Plan all these years

resulted also into low efficiency of the funds usethis field.

4.3.4. Waste Management Strategy 2010
There were four key documents produced by the Govent of Albania between 2006

and 2008, but apparently they were not well coatdid between each other because their
impact remained invisible. A new strategy was depetl in 2010 in order to have a
coherent one-piece strategic document “AlbanianidNat Waste Strategy 2010 -
Commission of European Communities, for and on lhelidhe Government of Albania
INPAEL project”. The strategy was developed in ftenework of the INPAEL project
(Implementation of the National Plan for Approximeat of Environmental Legislation in
Albania) in order to provide a clear national sggt on waste management. The main
activity of this strategy is the National Waste Mgament Plan. The four main pillars of
the strategy are Planning, Education, Resourcirdy laggislation and this strategy is
designed for the period 2010-2025.

The government of Albania in 2011 has made wasteagement and the radical
improvement of the present situation a priority.Abania is a potential candidate to join
the EU, the government is now committed to a cowfsenvironmental developments
and of an integrated waste management approacNati@nal, Regional and Local level.
Another commitment of the government is that itlvelpport the strategy and the
national waste plan with national funds and fundimgm international donors in

infrastructure and of course in human resources.

According to the new waste strategy main possinheling sources are:
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* waste producers (measurements they take on theiy, ow

» charges paid by waste producers to waste manageemite providers;

» fees for licences and other services;

» charges or taxes on new products intended to déieagventual disposal costs;

* state, municipal or communal budgets;

* environment fund;

e grants from the European Union pre-accession imstni IPA;

» grants from the European Regional Development HigRIDF) and Cohesion
Fund (CF) - Post-accession;

» grants from other international donors;

* loans from international funding institutions;

* loans from bilateral financing institutions;

* loans from commercial banks;

* bonds issued by central or local government auiberi

» private capital (through PPP arrangements).

4.3.4.1. National waste plan
Some of the main activities that the national wasi@ proposes are:

-Dividing the country in 12 Waste Areas based oa éxisting district administrative
boundaries. Every Waste Area should develop a vemdtgion appropriate to its specific

needs and each Waste Area should create a waatprafie.

-Creating 12 Waste Area Working Groups coordinated directed by the District with

members from the Districts, Municipalities and Regil Environment Agencies.

-Developing regional waste plans in order to createamework of the current capacities
and resources needed for each waste area. Waataaeeencouraged to cooperate with
each other if that is practical and sustainabl®dggphy, seasonal climate, terrain, local
politics ) in order to achieve economies of scalee regional waste plans will serve to

the Ministry of Public Works to focus its spending.

-Creating a National Waste Advisory Group of ab2ttmembers, coming from both
regional and national bodies. This group will seagepolicy and future strategy advisor

to the government.
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-Prioritise waste streams and prepare projectsrésept to international donors for

funding these priority areas.

-Establishing a regulatory agency to clarify theescand responsibilities of the authorities

at central and local level, setting tariffs or sfthening existing institutions.
-Strengthen the role of Environmental Inspectorate

- Establishing guidelines and training.

-Development of databases etc.

The National Plan on Waste Management 2010-25, ibethpnd published in 2009,
proposes the construction of landfills for regiondban waste in all 12 areas. In some

areas the landfills are under construction, anatiers are undergoing feasibility studies.

The following projects are currently in the plampiphase and they will be financed by
the government of Albania:

» Construction of landfills in the cities Shkoder,jdan Currit, Rreshen, Skrapari,
Fier, Lushnje, Elbasan, Vlore

» Closure of landfills in the cities Korce, VloreubBes, Pogradec, Elbasan

» Studies for closure and rehabilitation of existiagdfills for the cities Durres,
Elbasan, Shkoder, Vlore, Sarande, Lushnje

» Feasibility studies for landfills in Lushnje, Fi&lbasan, Vlore

» Design of regional landfill for Vlora

The following projects are in the planning phaserwrning and they are financed by

international donors:

» At the end of the year should be operating the laewfill of Shara, southwest of
Tirana. A second landfill will be build to serveetmeeds of the entire city of
Tirana. Both investments have a value of 4,6 mn E are funded by the
Italian government.

* In the framework of the south coast developmengeptaf the World Bank, two
landfills are designed and planed for the citiesHahara and Saranda. The
construction is yet to start.
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* In three cities Saranda (South Coast), Kavaja @ni) and Lezha (north coast)
will be constructed through World Bank financingstatreatment facilities. The

planning phase is complete and respective tendemsx@ected in the near future.

4.4. Opportunities and risks of the Albanian waste managment
sector

Wherethereisnothing, it can only get better!

In most of the status reports or progress repoftshe EU or other international
organisations the same remarks are being usedarggMWaste management in Albania
is at a low level”.

For open minded investors in the waste managemeciors this is an excellent
opportunity rather than a weakness.

With the newly improved legislation on integratedaste management and the
government’s support, which finally shows seriousmmitment to solve waste
management issues , two very important milestorexe weached.

It's up to the investors to see Albania as a smmaliket with less market potential, or to
zoom out the map and see that Albania offers quitaccess to the regional market. This
is reasonably a big market we are talking about.

One can take advantage of first mover advantagedaidd a whole new infrastructure
and a whole chain of waste management from scratch

A lot of work though has to be done in order toragpnate the current situation to a
smoothly running waste management industry. A i@ffort is to be invested in capacity
building, public educational work, building wastetworks or building waste monitoring
and statistics.

These are all weaknesses that can be projectgopastonities considering the economic
growth prospects of the country and the abundamaesources such as young, skilled
and price competitive labour force.

Investment risks of in the waste management séctétbania are similar to any other
foreign investment risk. Additionallyshould be mentioned here, the risk of the creation

of waste mafia and its involvement in waste traifg.
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A comprehensive picture of the opportunities asftgito invest in the Albanian waste

management sector are shown in the following SWQalysis.

Strengths

Weaknesses

*When nothing exists, things can only ¢
better!

*Building a whole new infrastructure frof
scratch!

*One-piece strategic document the Natio
Waste Management Plan

* Newly improved legislation

* Governmental commitment, finally!!!!

* Government support

* Clear EU perspective

* Catch-up growth potential

* Emerging market

* Access to regional Market

* Relatively low labour costs

*Young and skilled labour force

* Limited foreign debt
*Efforts on investment,
infrastructure

* Low inflation

particularly i

ek Short term vision of lawmakers

* Lack of institutional/technical/ human capacities
m¥ Insufficient financial resources
* Insufficient infrastructure investments

nalLack of experience/tradition with up-to-da
management of such sector

*Poor economic instruments wused for wa
management

*Poor cooperation between the central and locall |
on waste issues

*Poor cooperation between the public and priy
organizations on waste management issues

*Weak enforcement structures (inspectorates)

* Lack of awareness on the economic value of waste
resource

* Lack of waste monitoring, indicators and statistics
n* Lack of waste networks to collect and process then
* Property rights

* Rule of law

corruption
* Dependency on international aid
* Bureaucracy

Opportunities

Threats

* Private sector almost no present in the field
*PPP models

*Learn from best practice European models g
as Austria and Germany

* Allow foreign private companies with lon
experience to invest and make profit
*Recycling waste as raw material

*\Waste as energy generator

* Build the whole chain of waste management
*Homemade compost Bio waste- less fertilize
* Environmental technology

* Misuse of waste import for hazardous waste
*Waste trafficking

ushUnable to attract EU and international donors bses
of unable to design the right projects

g* Political Will changes because of government cha
or other reasons
*The EU funds get exhausted
* Unable to monitor and enforce the law
* Creation of the waste mafia

r « Eurozone recession
* Corruption

te

ste

eve

ate

as

* Deficiencies in the legal system and in combating

AU

nge

Figure 13: SWOT, Investing in
Source : Ministry of Public Works, Transport

Albanian Waste Managment Sector
and Telecommunication, Ministry of Environment,

Forestry & Water Management; own presentation
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5. Part IV: Case study Market exit of Saubermacher
Dienstleistungs AG

5.1. Company introduction

Saubermacher Diensleitungs AG is an Austrian comphat operates in the waste
management sector in Austria, Hungary, Slovenian&oa and the Czech Republic.
With headquarters in Feldkirchen bei Graz Saubehnera®iensleitungs AG serves to
approximately 1.600 municipalities and 40.000 comrs in trade, commerce and in
industry. In 2011 the company employed in Austnd &entral Europe 4.200 employees
and generated consolidated revenues of approxiynat@®94 mn EUR

(www.saubermacher.at ). Saubermacher Diensleitdii@provides its services primarily

under the commercial name "Saubermacher ".

Saubermacher is not only a pioneer in waste di$posh waste management, but the
company also has an active role in the consolidapimcess of the waste management
sector in the region. Saubermacher operates in ghlyhicompetitive business
environment. Its own developed highly advanced netdgy brings not only cost

advantages but also business opportunities, suéh tee field of alternative energies.

(http://www.boerse-express.com ) This is reflectadong others due the fact that the
Saubermacher Group consists of 75 fully consoldlagebsidiaries (2011) with
approximately 92 locations at home and abroad afheket of approximately 680 special
vehicles. Therefore the company is one of the tapgps in the sector not only in Austria,

but also in Hungary, the Czech Republic and Slaveni

Saubermacher is strongly customer and market-ederind it activities are geared
towards long-term partnerships. Saubermacher standsgh environmental and quality
standards as well as reliable waste disposal. # ¢lstained different international
certificates like ISO 9001 and ISO 14001, and itcestified as a specialised waste
disposal company and the Austrian national coataohs. Saubermacher invests
continuously in human resources development andately awarded the internationally
recognised quality standard “Investors in Peopl#)(certificate (www.saubermacher.at
2012)

Its service portfolio is nowadays rather wide andludes almost the whole chain of

waste disposal. Saubermacher services include ctiolle weighing, splitting and
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recycling of municipal, industrial and hazardousstga sewer services, oil separator
maintenance, environmental analyses, disposal sfenalectrical equipment, event waste
disposal, sewage sludge recycling, road sweepimystrial cleaning and treatment of

hazardous waste.
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Figure 14: Development of the Number of Employeesasibermacher Diensleitungs AG
Source: Saubermacher Diensleitungs AG (www.saubemcher.at 2012)
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Figure 15: Turnover development Saubermacher ( mn BR)
Source: Saubermacher Diensleitungs AG (www.sauberher.at 2012)
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5.2. Short history of first times Saubermacher?

In 1979 Hans Roth and his wife Margaret Roth, amfted the Roth Environmental
Protection (Roth Umweltschutz GmbH). Late, the camp was renamed
"Saubermacher”, and the first waste disposal cotstraith East Styrian municipalities
were signed. In the early 1980s Saubermacher erpaitsl operations in the South and
Upper Styria areas and Lower Austria. With thetfgas station disposal in Austria in
1984 and the introduction of separate collectiomtéctious medical waste in 1985, the
company profiled itself as a waste disposal compbn¥985 the company introduced the
first mobile sludge press and sludge treatmenttpkwilowed in 1986 by Austria's first
sewer sanitation suction trucks and the introdactb 3-ton system - the separation of
waste materials into glass, paper and other waat®l -ts extension to Mureck BioPaG
system. In the late 1980s followed the first flisment lamp recycling. The introduction
of first 24-hour oil-emergency services telephonenher also offered a nonstop service
for oil accidents and care for emergencies. Morgave first refrigerator disposal was
introduced in Austria. Soon after the fall of commiam, in the years 1990 to 1993, the
subsidiaries Saubermacher Slovenia, Saubermachegafy and Saubermacher Czech
Republic were founded. Saubermacher opened in i®%raz, the first plant for the
treatment of hazardous wastes. As a partner ofCivesortium for Packaging Waste,
Saubermacher contributed for the systematic catleqtackaging waste and from 1993
on the implementation of the new Austrian Packadtegulation. With the establishment
of the "Hartberger Saubermacher" in 1992 it wasdsthed the first public-private
partnership, in which municipalities work togethwith a privately held company in a
jointly operated company. In the same year, Saubemner was the first waste
management company in Austria, to get the qualdstifccate 1SO 9002. With the
acquisition of Altstoffrecycling Vienna and Rudd@eck & Sons Ltd. Saubermacher AG
entered the Vienna market. In 2001 Saubermachdt imuiKecskemet in Hungary
together with the city’s administration one EU stards landfill. After opening in 2002 a
plant for waste management in Lenart Slovenia,d@32Saubermacher established the

first international public-private partnership iMnje in Slovenia.

In 2003 in southern Styria in Retznei, was esthblis ThermoTeam a facility for

production of alternative fuels, as a result of pE@ation between companies Lafarge

9
www.saubermacher.at
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Perlmooser and Saubermacher. As part of this catiperthe Lafarge Perlmooser uses
the ThermoTeam products for its cement plants,ieiting the need for medium term
use of fossil fuels and thus contributing to climmarotection. This project was awarded
the Environmental Prize of the Province of Stytia.2004 Saubermacher opened the
splitting complex in Vienna, which prepares indiadtwaste for recycling. With the
acquisition of Rumpold in 2006, a company spectalizin hazardous waste,
Saubermacher became the largest company in thei®ustaste management sector.
Due to strong fluctuations in international stocrkets a planned IPO in early 2008 has
been postponed indefinitely. End of 2010 start@erations the e-cycling-park in
Unterpremstéatten which is the first comprehensiveatment plant for electrical
equipment waste in the Alpe-Adria region. This plan4,5 million euro investment, can
sort up to 85% of the components of electrical popgnt and prepare them for a
recycling fed. The catchment area of this faciiitgludes Austria, Western Hungary,

Northern Italy and Slovenia with an annual capaeft$5.000 tons.

In March 2011 Saubermacher inaugurated the nevocatg headquarters the so called
ECOPORT in Feldkirchen bei Graz. The ECOPORT, & weelligent project, is one of
Austria’s rare office buildings with climate:actigertification. A variety of

environmental and energy-saving construction acerporated , in order to ensure lowest
energy requirement, high responsibility for resesrand reduced CO2 emissions through

sophisticated systems. (Saubermacher Diensleiti@gsvww.saubermacher.at 2012)

5.3. Saubermacher in international markets®

Saubermacher is currently operating in Austriay&hia, Hungary, Czech Republic and

Romania

Saubermacher was one of the pioneer companiesdd@tied to invest in the ex-

communist countries in early 90'. It entered thev8hian market in 1990 soon after the
fall of communism. In 1992 entered Hungary, in 199®ered Croatia and Czech
Republic, followed by Albania in 1995. Later folled the market entries in Romania and

Bulgaria.

% source: Saubermacher Diensleitungs AG (www.saubermacher.at 2012)
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Further expansion in the region is of course path® long term international strategy of

Saubermacher. No-go markets are currently RuskiaaCand India.

Saubermacher benefits directly from the overall eltggment of waste management,
especially from the new trends on stronger wastpamation for reuse and stronger waste
recycling accentuated by the EU legislation. Thémends are being transmitted
additionally to Central- Eastern and South-EasEarrope that has a lot to catch up with
in the waste industry. Waste management developmedéntral and Eastern Europe is
of particular importance for the private waste nggmaent in Austria. The accelerated
development of these growth markets in the regiod #@oeir potential are important
dynamics that contribute to the implementation afitsermacher growth strategy.

Saubermacher major practice to expand operatidel/ lvas through acquisitions and

organic growth in order to rapidly gain market €har

Nevertheless, the unexpected withdrawal from theaan market, for the second time in
May 2012, might have slowed down the existing espanambitions. And it will affect

the international strategy of Saubermacher, féeast the next 3 years.

Currently in Slovenia, the Czech Republic and HupgeSaubermacher is very
significantly represented. These three countriggrimute to 1/3 of the total turnover of
the company. Together with Austrian operationsdhmsintries compose the core market
of the company at present. It is believed thatcimeent focus will be to increase market
share and focus on sustainable innovation and growthe existing markets. The energy
sector in Europe is very challenging. As CEO, H&wh says “our response to the
shortage of energy resources is:- Waste is theggrdithe future”
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Figure 16: Saubermacher presence in CEE
Source: Saubermacher Diensleitungs AG (www.saub@iacher.at 2012)

5.3.1. Two Business prototype%1

Saubermacher enters a market only when its serargedesired and when building long-
term relationship seems possible. Saubermachesdff® international business models:
1) private 2) PPP (public-private partnerships)

1. The municipality gives the concession to Saulaetar to collect the waste and at the
same time issues a waste management regulationte\W@ss are collected by the

company, directly from the customers.

2. Larger cities want to have more influence inwhmle process therefore Saubermacher
offers the public-private partnership models. Thesadels are practiced not only in
Austria but also in neighbouring Central Europeaantries. The municipalities are then
involved in the waste companyanagement and operations and have an immediate
impact. The second model seems to be functionitighé-irstly, because it is a win-win
situation for both parties and secondly, it redudéficulties coming as a result of
political changes. For example in a city in southelungary where Saubermacher was

operating, in 15 years five mayors were changed.

" Source: Saubermacher Diensleitungs AQwww.saubermacher.2012)
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5.3.2. The 4-stage business model for internationalarkets

Saubermacher has developed a 4-phase model fonatitmalisation in the transition
economies. This model has been successfully useg 4991 in the first international

activities in Slovenia as well as in 2010 in Bulgar

In phase 1, the simple urban waste collection ssga&nized. Each household receives
standardized containers. The landfill is grosslyroved, at least so that it no longer

burns.

In phase 2, the landfill should be improved in oraefulfil EU standards, with insulation

and degassing.
Phase 3 presumes the creation of separate cotieadtibties for glass or paper.

And in phase 4, the Western European standarcacheel, where waste is not landfilled

anymore, but is treated as a material of energyvery.

According to Saubermacher CEO Hans Roth every cpw@hiould go through these four
stages and none of the phases can be skippedx&wopke, it doesn’'t make sense to start
at phase four in a country that doesn’t have yadfils but just waste dumping sites. The

investment should be suitable to the economic enuient as well.

5.4. International market exits of Saubermacher —“Et tu Brute?“
Saubermacher has collected some experience of mexikte It did exit the Croatian

market for the first time in 2004, it re-enterecb@&ia in 2011 and exited for the second
time in 2012. Saubermacher, with immense optimisguaed in 2011 60% of EKO-
FLOR PLUS d.o.o, the largest Croatian privately teadisposal company with offices
and operations in Serbia and Macedonia. In less @hgear the acquisition was rescinded
with tolerable loss, according CEO RaWirtschaftsblatt March®12012). Because the
exit from Croatia most of the related informatios treated confidential. From the
publicly available information, mainly from the gge one can understand that is was

guite a painful and expensive exit.
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Saubermacher exited from Albania in 2002 and frarfg&ia in 2010. Both provoked by
unfavourable business environment, highlighted watiiair competition in connection

with corruption.

Hungary might be the next one .The Hungarian gowemnt through a new law wants to
bring waste management into the hands of the Satgermacher, that has been active in
Hungary for the past 20 vyears, is frightened fos ibusiness in Hungary.
(www.steiermark.orf.at 02.01.2012)

Its daughter company TERRA Umwelttechnik GmbH, whis known as the cutting
edge know-how entity in environmental technologysatibermacher Dienstleistungs AG,
divested the North Africa markets Tunisia and Libga2011 as a result of the Arab
spring. In July 2012, TERRA Umwelttechnik GmbH,eaf6 years of operations had to
withdraw from the Romanian Market. TERRA UmweltteithGmbH is specialized in
hydrocarbon related prevention and remediationrenmental services. The company
was performing well in Romania. The substantialpging of prices in the Romanian
market threatened its competitiveness. In ordestay profitable in the market segment
the company had to make reasonable investmentbeBaacher Dienstleistungs AG as
the major shareholder did not approve these invasisrand consequently the market exit

followed.

All these exits occurred for different reasons Hre are not similar in any circumstance.

The only similarity is sunk cost.

At the end of 2011 the international goals of Samiaeher were very clear. Expand,
close the geographical gap, capture opportunitieseamerging market growth in South
East Europe. The exit of Saubermacher from the t@manarket will definitively affect

its international strategy for the next period. Wi# have to wait and see.

According to Saubermacher executives, Saubermadbesn’t have an exit strategy.
Saubermacher executives emphasise that they damt to enter a new market, if from
beginning on, they have to take into account ahstsategy. Additionally and essentially
they state that not in every country, a standaddesét strategy could be implemented.
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5.5. Saubermacher Tehnocomerc in Albani&
Saubermacher Diensleistungs AG founded in 1995 I|baWia the Saubermacher

Tehnocomerc Sh.p.k. The subsidiary operated foeatsyin the Albanian market. The
reason to enter in Albania was an open bid annalibgehe municipality of the city of
Tirana for the partly waste collection of the ci§aubermacher won the bid and the
concession for a 5 years period. To build the mssinn Albania it took Saubermacher 2
years and the initial investment was 2 mn ATS (@68.EUR). Continuous investments
were made in the later periods in infrastructuigyigment and training. The Albanian
market has been in terms of waste disposal for audcher a clear market for the
future. The main activity was the collection of nuipal waste and disposal at the
municipal waste disposal site in Sharra. Part efdbntract included also the cleaning of
city roads. It was a new approach and a pioneevitgctOnly 5 years after the fall of
communism, when the country was still struggling &mything free and west oriented,
the collection of municipal waste with those befalitvehicles full of colourful flowers
didn’t remain unnoticed. With the slogans “we clganur city” and “we keep the city
clean for you” Saubermacher won every heart ofpnaple who soon started to take care
of their own city and keep it clean themselves.erglbody knew the red waste vehicles,
the red uniforms, the punctuality and professi@maliof the Austrian company. At the
time, Saubermacher was one of the few European aoiep that were prepared to invest
in Albania. Saubermacher created a recognisableatipe in Tirana by employing 190
people and paying them decent wages. It is to mertkiat an unqualified Saubermacher

worker earned at that time 3 times more than & s&rivant in Albania.

Saubermacher’'s commitment went beyond contractu@ngements. Sometimes the
waste volumes collected were two or three timesentban described in the initial
contract. For example, at that period 1995-2000stmMbanians started to refurnish their
homes. That meant that the urban waste volumes tolkected were much higher than in
the contract as they were not only daily housel@dte but construction and demolition

waste too.

At the same time a lot of people moved from thalrareas to the capitdipping to find
work and a better life. In 1990 Tirana counted o244.200 inhabitants, and 10 years

later this number had doubled. That means thattivare much more people in these

12 Archive, Saubermacher Dienstleistungs AG
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areas than initially foreseen in the contract. Niwdess Saubermacher fulfilled its

contractual agreement by increasing commitmentétitbut extra payment.

Saubermacher executive’s report that is was verg Aad complicated to do their work
properly due to political and economic disturbaasewell as the numerous damages at
containers and vehicles. Nevertheless they wereayslwable to fulfil the normal
operation.

In addition to the activities in the waste managetnmsector Saubermacher was involved
in many philanthropic actions in Albania. The eowimental education programme was
one of the main priorities of Saubermacher in Taran different schools Saubermacher
distributed for the children:

-the waste toolboxes with information how to cdiland separate waste in the right way;
-Sigi Saubermacher the company mascot (a stuftetligent fox that collects waste);

-the Swabidu children books translated in Albamatt a lot of graphics and pictures of

how to educate children to collect waste for anirmmnent worth living in.

To enhance the environmental awareness, Saubermasibatarily cleaned about 40 km

Albanian coastline and beaches. During the waKasovo in 1999, Saubermacher
recovered and cleaned voluntary all the refugeepsam Tirana. In 2001 Saubermacher
organized the first Christmas market in Tirana with support of many other Austrian

companies.

In the period of the activities in Tirana, Saubechea succeeded to create substantial
environmental awareness especially in schools, nteddeg on-going public educational

work.

5.5.1. Market Exit, Reasons/Reasont®
Upon expiry of the concession period in autumn 2@00new tender for waste

management was published, which Saubermacher sudrgbgwon.

After the election of the new Mayor, Edi Rama, teeder was declared void. After
several consultations with the new mayor, Saubeneraprolonged the activities even
after the expiry of the original contract. In Mar@001 a contract extension till
31.03.2002 was agreed with the mayor Rama. In mateM 2002 the tender for the waste

13Archive, Saubermacher Dienstleistungs AG
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disposal was published with closing date 31.03.208fer extended calculations
Saubermacher submitted a realistic offer considefimther investments. The tender
conditions contained some unrealistic demands. Wrmer was won by a local
construction company “Bruci Shpk”, that had no eig®e in waste management or

possessing infrastructure, qualified human capitaiehicles.

According to Saubermacher, the price that BrucikStffered was completely unrealistic.
The prices estimated didn’'t even reach cost coeerdgpere was no transparency of
tendering process and no information was discloabdut who the other biding
companies were. The wining company “Bruci Sh.p.lsked Saubermacher on the
09.04.2002 to sell the special vehicles and coataito “Bruci Shpk”. Strangely enough,
the major tender criteria were to have a long texperience in waste management and to

present all the purchase contracts for the vehiblashad to be no older than 12 years.

It was known that one of the officials of the pebtender committee became than

managing director of Bruci Company.

Saubermacher as a fair and honest partner sigreedftbred contract extension till
30.04.2002. Nevertheless Saubermacher continuedtapes till June 2002 because the
new company that won the bid was not able to start.

Saubermacher CEO Hans Roth held a press confeoentte 8' of June 2002 to inform
the public about the facts and irregularities tiaturred. The reaction of the municipality
and the mayor consisted in 1 mn ALL penalty (8.@@o0s) on grounds of delayed
removal of waste containers. Despite the fact thatpenalty was appealed, the amount
was deducted from the fee for May 2002. After tthede Saubermacher was obliged to

clear and clean-up their operational premises tiani under very difficult circumstances.

Firstly, the business was kept in a small scalelevtooking for new areas and
opportunities in the waste collection and dispasailvities. After failing to make new
contracts Saubermacher was forced to close complgbevn the operation in Tirana in
October 2002.

The new company, “Bruci Sh.p.k”, took over a pdrtlee employees, and bough from
Saubermacher different special vehicles, wasteagoeit and baskets. The transportation

capacities of the new company soon fall short efMblume required. It is known that the
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“Bruci Sh.p.k” failed rapidly to reach the targeb®cause of lack of experience, lack of

infrastructure, lack of vehicles and very low amd-oost covering service fee.

5.5.2. Possible re-entry in Albania

A possible re-entry in Albania will have to be reassed in 2014. The reasons behind the
re-entry might be closing the geographical gapsl, iacreasing market share. Albania
will be a very attractive market for the futuretire environmental business, , as a result
of its geographical position and its economic grow&lbania can be the perfect hub for
expansion in the ALMAKOMO region because of its hewstablished infrastructure.
The re-entry would help Saubermacher collect thk st and recapture opportunities.
Thus the opportunities of working as a private &y provider are better than operating
on contractual tender based agreements. The pbliéicdscape in Albania has improved
in the last decade. The scenario that happeneadubebmacher 10 years ago cannot be

repeated for many reasons.

The dependency than Saubermacher had with the semliyice contract in the country,

obliged the company to withdraw totally. The exatiters were low or inexistent
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6. Limitations

During my research on Saubermacher market exit ftivania, many new developments
took place on other markets where Saubermachepreagnt. This altered somehow the

course of my research.

| am convinced that to a great extent, previoussdtedge and local management should
have a greater impact to ease the re-entry in teet&kh Balkans. But unfortunately |
was able to show this partially with my research.

Another interesting point that needs further redeas: How did the post exit phase
influence the company and its attitude toward miagket strategies in the future? In
conducting my study, | found out that carrying autesearch of this magnitude would

necessitate a more substantial study.

The information was gathered from only one companyorder to get more solid
evidence in this topic, a deeper and wider datéecidn and data analysing has to be
done.

There are major discrepancies between sourceshéodata about Albania. And the

guality of reports on waste management is very poor

Due to the unexpected exit of Saubermacher in @@atd TERRA Umwelttechnik in
Romania, | couldn’t find a recent internationabgtgy or any documentation to refer to
it. Only a few people were involved in the decisimaking, and contacting them to get
information was not easy. The turbulent times is tompany were not helpful either on
gathering information nor having questionnairesnmstd.
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7. Conclusions

The Graz-based company entered the Albanian mavkbt a long term vision and
looking for long-term partnerships. Seven yearerlavith some reasonable loss in
tangible and intangible cost, the company was tbtodeave the market. The exit didn’t
affect at all the reputation of the company. Theeee some media reports in Albania, but
the reactions were very low or not present. In Aasthe exit didn’t affect the reputation

of the company at all, as everybody had good utalgighg for the exit.

7.1. Collateral damage

This market exit damaged more Albania and the egmut of Albania rather than

Saubermacher.

Firstly, the bad experience Saubermacher made bam, discouraged many investors
that considered investing in Albania at the timre Austria and other German speaking
countries, Saubermacher had a reputation as a&neeicompany for Albania and was a

reliable contact point for various relief organisas.

Secondly, Saubermacher’s intentions were not amljzagve a long term activity in the
capital but to put the fundaments for modern wasémagement system for the whole
country. The main aim was not only to be presenthe waste disposal and waste
collecting business but to breed a sustainable@mviental development. Saubermacher,
in year 2000, was planning to redevelop an intéwnat standards landfill outside of
Tirana along with the EU and in cooperation witle thlbanian government. Another
draft project was to support the Albanian governmeith know-how in drafting a
sustainable legal framework for waste managemeAibania. Had all these plans been
implemented, most likely Albania could have had ast® management system like

Slovenia or Hungary nowadays.

Thirdly, multinationals don’t just come to rob yotihey bring jobs, education, and a
piece of culture and in the case of Saubermachesat gmvironmental awareness to the
public. In 2001, Saubermacher launched a projestdd separating glass and paper for
recycling. 10 years later Tirana still doesn’'t sepawaste and Sharra is not a landfill like

79



many politicians try to rename it, but just a toXgarbage field”/ “fushe plehrash” like

the original Albanian name says it.

This is a true example that short vision politiesombination with greed can make such

a big damage not only to a city but to a wholeaorati

Saubermacher’s exit from the Albanian market wasiéh but a beautiful exit. It was an

uncontrolled forced exit characterised by politiecafairness and know-how loss.

7.2. Re-entry
After recent developments, such as market exit f@nwatia and partially from Romania

there is no hope that Saubermacher will re-entbaiil in the next 2 years. It looks like

that the previous knowledge (Javalgi et al) wastimat worthy for the re-entry in Croatia.

Nevertheless, at the moment it's obvious that Saméeher will not re-enter Albania
simply because the reasons for exit were removéds Gase study illustrates that so

many other factors can affect the market re-entry.

Albania will be a very attractive market for thetdte not only in the environmental
business because of its geographical positiontareconomic growth. Albania can be the
perfect hub for expansion in the ALMAKOMO Regionchase of its promising newly
established infrastructure. The re-entry would hegubermacher collect the sunk cost
and recapture opportunities. One can still prdfithe first mover advantages in the waste
management sector, especially now that the Albaiasiness environment is more
mature compared to 2001.

Once the legal framework is established and itdempntation starts, the government of
Albania will soon recognize that waste managemergomething to be handled by the
private sector but strictly regulated by the goweent. The Albanian waste management
sector will develop massively once it starts. tike like the start is near. The only ‘tiny’

problem is funds. This time the government is lahgffseriously!

7.3. The strategy of Waste management in Albania 2010
This strategy has its values because it is beligeede the first of its kind. To date

strategies were written because some EU project fwading initiatives which funds
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other project to write strategies. This time arquihd believed that this strategy and its
action plan will be really implemented. The strgtegponsors were not sure in the

beginning otherwise they could have hired true gsga waste management to write it.

Its more a kind of complaint status report from afi-rounder expert with an

incorporated action plan, than a 15 year natiotnateggy.

7.4. EXxit strategy
As mentioned, by now Saubermacher has some exper@market exit. However each

time it is a new type of exit and each time thd egcurs unexpectedly. And most likely

it finds Saubermacher unprepared too.

Nonetheless Saubermacher still does not have arstexiegy. It is not clear if after the
exit from Croatia, Saubermacher got cold feet amcharvesting its subsidiaries to
minimise commitments and risk, or if the decisiordivest TERRA Umwelttechnik from

Romania a couple of months after Croatia was a maiecidence. Saubermacher
executives stress that having an exit strategy bandangerous and can affect
commitment. Furthermore, they state that not inreweuntry a standardised strategy

could be implemented.

But if a rich man gets divorced -that often- no t®atvho is the guilty, isn’t it the right

time for a prenuptial agreement?!

Finis coronat opus!
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9. Annex

9.1. ExpertInterviews 15

Questionnaire type |

Introduction

1. What is your name?

2. What is your present position in Saubermacher Dieihsngs AG?

3. How long have you been in your current position?

4. In what countries is SDAG operating in?

5. Has SDAG exited any markets in the past? If yegre/land when?

Saubermacher Tehnocomerc Albania

6. What was your position in Saubermacher Tehnocomkrania?

7. Did you live in Albania at that time? If yes forwwdong?

8. Did you have a local partner Joint Venture etc?

9. Did you have local management? At what level?

10.Why did SDAG decide to enter the Albanian Markethat time?

11.Did the management of the Albanian business ueialsphe Albanian language?

12.Did you face a strong competition in the Albaniaarket?

13.Was the Albanian business environment at that sm&ble? Economic growth,
stability, county risk?

14.Did you apply fully the Austrian business modelou adopted it to the Albanian

market

15.Did you face big cultural differences?

16.Was Saubermacher Tehnocomerc a profitable busin@gs? make profit in
Albania?

Market Exit from Albania
17.What reasons caused the market exit in Albania?
18.Were there any governmental problems?
19.Did you face any difficulties regarding the exit¥és, what kind of problems!

20.Did SDAG take any measures to secure its positiarase of a potential future re-

entry? What kind?

21.What is it in your opinion the quality of exit frothe Albanian market from the

part of Saubermacher? ( a beautiful exit or an eglyand in what regards ?)
22.Employees How were the employees treated when SBAGe market?
23.Customers How did the stakeholders of the firm oes®
24.What happened with the company assets?
25.How did the exit affect the overall firm image/réption? In Austria? In Albania?

26.Sunk cost:What kind of cost did the exit from Al@arcause? Tangible cost

(investment in plants....) or only intangible cost gbodwill, advertising,
relationships ,suppliers, channel members, cus®mer
27.Was it a full scale exit, partial exit or a sleapnelationship?

Strategic considerations

® The completed interviews will not be published, as wished from the interviewed persons
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28.Have u ever exit another market other than Albam&ich one and for what
reason and when? Have you re-entered it? When’h&t mode ( alliance, joint
venture, acquisition?)

29.Does SDAG International strategy also include akeitagxit strategy?

30.1f yes, what are the aspects SDAG takes into ad@ou

31.If no, what is the reason for not having one?

32.Do you think it is important to include exit strgtes in the operating and strategic
planning of the organization?

33.Would you choose to return to a market that wasipusly exited?

34.Do u think your previous knowledge of that markét help you for the re-entry
process?

35.1f yes, in what ways?

36.Would you enter the Albanian Market again if thasens why you exited were
removed?

37.1f you have further remarks that might be releviantthe study please write your
comments below

38.Do you agree if | perform some interviews with f@m Saubermacher
Technocomerc stakeholders like ex mayor, ex empowpé Saubermacher etc

Thank you very much for your time



Questionnaire type Il

Introduction

What is your name?

What is your present position in Saubermacher Dlieitigsngs AG?
How long have you been in your current position?

In what countries is SDAG operating in?

Has SDAG exited any markets in the past? If yegre/land when?

arwnE

Saubermacher EKO-FLOR Croatia 2nd Market re-entry ( all questions in this part
are related only to the 2nd re-entry, unless staedtherwise e.qg _question 9,18)

What was your position in Saubermacher EKO-FLOR BlQfoatia?

Did you live in Croatia at that time? If yes foradong?

Did you have local management? At what level?

Why did SDAG decide to enter the Croatian Marketfe 1st time?

10 Why did SDAG decide to enter the Croatian Markethe 2nd time?

11.Did the management of the Croatian business uadlsthe Croatian language?

12.Did you face a strong competition in the Croatiaarkét?

13.Was the Croatian business environment at that simeble? Economic growth,
stability, county risk?

14.Did you apply fully the Austrian business model yau personalized it to the
Croatian market?

15. Did you face big cultural differences?

16.Was Saubermacher EKO-FLOR a profitable businessf Dimake profit in
Croatia?

17.Have u exited the Croatian marked before?

18.1n what mode was the first entry: alliance, joiettwure, acquisition etc?

19.1n what mode was the 2nd entry? Did you have d lgadner Joint Venture etc?

20.Was the previous host country knowledge importamt SDAG when taking a
decision to re-enter?

21.What was the objective of the re-entry?

a) Growth and diversification

b) Salvage Sunk cost

c) Capture resources

© 00N

Second Market Exit from Croatia

22.What reasons caused the second market exit ini€Poat

23.Were there any governmental problems?

24.Did you face any difficulties regarding the exit¥es, what kind of problems!

25.Did SDAG take any measures to secure its positiazase of a potential future re-
entry? What kind?

26.What is it in your opinion the quality of exit frothe Croatian market from the
part of Saubermacher? (A beautiful exit or an @i and in what regards?)

27.Employees: How were the employees treated when&[R# the market?

28.Customers: How did the stakeholders of the firnpoesl?

29.What happened with the company assets?

30.How did the exit affect the overall firm image/réption? In Austria? In Croatia?
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31.Sunk cost: What kind of cost did the exit from Gr@acause? Tangible cost
(investment in plants....) or only intangible costoddwill, advertising,
relationships, suppliers, channel members, cus®mer

32.Was it a full scale exit, partial exit or a sleapnelationship?

Strategic considerations

33.Have u ever exit another market other than Croafidfich one and for what
reason and when? Have you re-entered it? When7hat mode (alliance, joint
venture, acquisition?)

34.Does SDAG International strategy also include akeitagxit strategy?

35.1f yes, what are the aspects SDAG takes into ad@oun

36.1f no, what is the reason for not having one?

37.Do you think it is important to include exit strgtes in the operating and strategic
planning of the organization?

38.Would you choose to return to a market that wasipusly exited?

39.Do you think your previous knowledge of that marketped you for the re-entry
process?

40.If yes, in what ways?

41.Would you enter the Croatian Market again if thasans why you exited were
removed?

42.1f you have further remarks that might be releviantthe study please write your
comments below.

43.Do you agree if | perform some interviews with femSaubermacher Eco Flor
stakeholders like mayor, former suppliers, fornrapmyees etc..

Thank you very much for your time!
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Questionnaire type llI

Introduction

What is your name?

What is your present position in TERRA Umweltte¢h@mbh?

What is the connection with Saubermacher Dienatigis AG

How long have you been in your current position?

In what countries is TERRA Umwelttechnik Gmbh @igrg in?

Has TERRA Umwelttechnik GmbH exited any marketthm past? If yes, where
and when? And why?

ok wNE

TERRA Romania

7. What was your position in TERRA Romania?

8. Did you live in Romania at that time? If yes fomhtong?

9. Did you have local management? At what level?

10.Why did TERRA Umwelttechnik GmbH decide to entex Romanian Market at
that time?

11.Did the management of the Romanian business uagksihe Romanian language?

12.Did you face a strong competition in the Romaniaariét?

13.Was the Romanian business environment at thatguiable? Economic growth,
stability, county risk?

14.Did you apply fully the Austrian business modelou personalized it to the
Romanian market?

15.Did you face big cultural differences?

16.Was TERRA Romania a profitable business? Did u npa&gt in Romania?

17.In what mode was the first entry: alliance, joiethture, acquisition etc?

Market Exit from Romania

18.What reasons caused the market exit in Romania?

19.Who took the market decision?

20.Did you try first through increased commitmentegaver the situation in order to
be present in the market and remain competitivesfMompanies find it easier to
stay and give it another try by increasing the cament than to withdraw)

21.Were there any governmental problems?

22.Did you face any difficulties regarding the exit¥es, what kind of problems!

23.Did TERRA Umwelttechnik take any measures to settangosition in case of a
potential future re-entry? What kind?

24.What is it in your opinion the quality of exit frothe Romanian market from the
part of TERRA Umwelttechnik? (a beautiful exit ar agly exit and in what
regards ?)

25.Employees: How were the employees treated wherRFEEBmMwelttechnik left
the market?

26.Customers: How did the stakeholders of the firnpoesl?

27.What happened with the company assets?

28.How did the exit affect the overall firm image/régtion? In Austria? In Romania?

29.Sunk cost: What kind of cost did the exit from Raaacause? Tangible cost
(investment in plants....) or only intangible cogfodwill, advertising,
relationships ,suppliers, channel members, cus®er

30.Was it a full scale exit, partial exit or a sleapnelationship?
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Strategic considerations

31.Does TERRA Umwelttechnik International strategyatsclude a market exit
strategy?

32.1f yes, what are the aspects TERRA Umwelttechmikes into account?

33.1f no, what is the reason for not having one?

34.Do you think it is important to include exit strgies in the operating and strategic
planning of the organization?

35.Would you choose to return to a market that wasipusly exited?

36.Do u think your previous knowledge of that markelpled you for the re-entry
process?

37.1f yes, in what ways?

38.Would you enter the Romanian Market again if tresoms why you exited were
removed?

39.If you have further remarks that might be relevianthe study please write your
comments below

40.Do you agree if | perform some interviews with femTERRA Romania
stakeholders like mayor, former suppliers, fornmapkmyees etc

Thank you very much for your time
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Open interview

Interview with: Edi Rama
Interviewer Asetila Kostinger Vienna 03.02.2012

This is a transcript interview conducted in Albanlaanguage between Asetila Kostinger
(interviewer) and Mr. Edi Rama, Leader of the AllaanOpposition (interviewed) after
the ‘Diskussionsforum —“EU-between me and you” hetd February, Friday'®2012
18.00 at the Houses of the European Union, Wipplistgal3e 35, 1010 in Vienna.

AK: Mr. Rama, my name is Asetila Kostinger and udst at the University of Vienna
International Business. | am now writing my MasT&esis “Market exit and Re-entry” |
would like to ask you some questions related toompany that exited the Albanian
Market in 2002 namely Saubermacher DiendleistuAgs,

Edi Rama: | don’t remember any more. It has been scth a long time.

AK : Mr. Rama Saubermacher was the company whoeldelpu with one of the most
important issues of a municipality, the garbagéectibn

Edi Rama: Yes, | know the company Saubermacher buin this regard | can only
remember that they got disqualified from the tender That'’s all.

AK: Mr. Rama you said before that as soon as SstiBarty comes in power you will
abolish the law that the present government Bergipaioved regarding waste and import
of waste. Why? Waste is not a bad thing, neithésiimport.

Edi Rama: What? Waste is a terrible thing. Don’t ya see what's happening to all
those African countries?

AK . Mr. Rama | think you should consult some exp@&f waste when it comes to waste
management.

Edi Rama: We have consulted waste management expgrof course.

AK . Mr. Rama did you know that it is not allowduetexport of hazardous waste outside
of the EU?

Edi Rama: Laughs....

AK ..... and the import of processed waste to be functinerated ) it's not such a bad
thing?

Edi Rama: (laughs again) Yes, | know but that's thepoint, who is going to control
it? You can’t control it.

AK: Mr. Rama, at the point when you have the Poamt the Will to abolish a law and
demolish a zig million euro investment we suppase gre the prime minister of Albania.
So it’s your job to safe guard it instead of aldulhg a law.

Mr. Rama left the interview to meet some other gués
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10. Abstract

Keywords: Market exit, market re-entry, internadbndivestment, Albania, waste

management in transition economies, exit strategy.

There are many theories and studies about donmastiket exit and re-entry but theories
about international market exit and re-entry are eatbryonic stage. This paper
contributes to the under-researched issumtefnational market exit and re-entry in
transition markets. As the case study illustrabesrole of politics in transition markets is
one of the key exit reasons among other major @tdis such as economic situation,
market size and attractiveness, development osélaeor and cultural distance. The still
open question remains: Should companies have asteategy?

This paper gives an overview of the transition ¢oas of Western Balkans, AL-MA-
KO-MO Region AL bania MA cedonia KOsovo and Montenegro) and Albania in
specific. A situation analysis of the waste manag@nsector in the Albania (home
country) and Austria (host country) aims to hightighe specifics of this sector and the

challenges in the internationalisation of waste ag@ment services.
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