CMS

law-tax-future

Digital Horizons

A series of reports exploring CEE’s digital future
Introduction: CEE’s digital ambitions fuelling future economic growth?
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CEE's digital ambitions fuelling future economic growth?

“Organisations often confuse
digitisation with digital
transformation”

Amit Joshi,

Professor of Al, Analytics
and Marketing Strategy,
IMD Business School

As the volume of data generated by commercial activity
continues to grow at an exponential rate, a digital
transformation of the global economy is well underway.
For the countries in CEE, which has already become one
of the most attractive regions in which to invest, it will
deliver up to EUR 200bn in additional GDP by 2025,
according to McKinsey. This will create an economic
boost for companies operating in CEE and increase
prosperity for the 150 million people who live and work
there.

So what is digital transformation? Amit Joshi, Professor
of Al, Analytics and Marketing Strategy at IMD, notes
that ‘organisations often confuse digitisation - an
analogue or manual process which is converted
to digital - with digital transformation.’ \What
digitisation does, he explains, is to create lots of data,
whereas digital transformation uses that data to
transform business activities, processes and products
to maximise and monetise the opportunities which are
provided by digital technologies.

As well as opportunities, there are also risks. Prudent
businesses recognise the complexities of digital
transformation rather than making assumptions that
it is risk free.

Strategically, as they seek to develop the enormous
commercial potential of technologies that depend upon
the newly created digital infrastructure, they have to
strike a balance by satisfying regulatory compliance
obligations and maintaining vigilant corporate governance
in how they manage the enormous volumes of data at
their disposal.

To make the most of digital technology, the need

for immediate, smooth connectivity is also having
considerable repercussions on corporate strategy.

In some cases, much has already been achieved. ‘Over
several years, we have undertaken very heavy
investment in digitalisation development across
CEE,’ says Andras Fischer, Head of Innovation at OTP
Bank.

Evaluating the impact of new digital solutions can be
challenging, notes Kamil Sebesta, Legal Director, Medical
Devices Group at Johnson & Johnson, ‘When it comes
to new technologies, it may be difficult to predict
all the risks, but we never compromise on patient
safety and compliance,’ he says.
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Pandemic accelerating change

The growing influence of digital technology is further
evident from a survey conducted by CMS of nearly

100 participants across the CEE region. Drawn from

a broad range of sectors including financial services,
TMT, manufacturing, life sciences, consumer products
and energy, 65% of respondents see digitalisation as a
priority in realising their immediate business goals. Most
believe that it will reduce costs, making their operations
more productive and more competitive.

Although the digital trend started well before Covid-19
appeared, the dramatic global response to the pandemic
has clearly acted as a further spur in the digital agenda
of multiple CEE businesses: 38% of respondents have
completed or initiated new projects as a result while

45% say that it has served to accelerate ongoing projects.

Notably, 92% (46% very much; 46% somewhat) believe
that the pandemic will accelerate future digital change
in their business.

One example is the increased prevalence of e-signatures
for commercial contracts and corporate documents.
Three quarters of survey respondents anticipate that

IT budgets will be enlarged next year to support
digitalisation with 40% of them expecting a double-digit
increase. They highlight financial services and life sciences
as the standout sectors in which digitalisation will be
most driven by the fallout from the pandemic, followed
by manufacturing, automotive and energy.

‘With Covid, all digital activities have expanded
because of the pressure to look for efficiencies
using digital tools,” says David Kozak, General Counsel
EMEAI at Honeywell. “In terms of customers, not only
for us, but also for other companies,” adds Markus
Fleischer, who is responsible for Corporate Development
at A1 Digital, “Covid has provided evidence of which
digital services deliver value.’

In many CEE countries, existing high-quality digital
infrastructure is already boosting the levels of
e-commerce and online banking activity: 4G coverage
is excellent, ultrafast broadband is commonplace and
affordable for most citizens, while the CEE region
benefits from one of the world’s highest contactless-
payment adoption rates.

‘We have Industry 4.0: smart offices, smart
factories and production lines, where digital
infrastructure is the base of operations,’ says Doéra
Petranyi, CEE Managing Director, Head of TMT, Hungary
at CMS. ‘“It’s no longer just financial services and
telecoms.’

Three quarters of survey
respondents anticipate that IT
budgets will be enlarged next
year to support digitalisation

By how much will your IT budget increase next
year to support / invest in digitalisation?

B Above 20% 10-20% M 0-10%

B No change B Decrease
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s CEE 5G ready?

Of all digital technologies, 5G continues to make the
biggest headlines. Viewed by some as a transformative
technology, not least for CEE companies, full European

5G standardisation is not yet complete. Although more
network sharing is already happening, there is clearly
some uncertainty from regulators at a national level. For
businesses throughout the region, certainty is a paramount
concern.

Survey respondents are divided on how much their digital
agenda is reliant on 5G roll-out: only 10% said a lot;
36% somewhat and 54% not at all. Magyar Telekom
successfully bid for a 5G commercial licence in Hungary
earlier this year. But much remains to be done before

it is fully operational. ‘Applications using 5G - that’s
not the present, but the future,” says Gergely Barczy,
general counsel at T-Systems Hungary, an affiliate of
Magyar Telekom.

Many would argue that the most important component
of CEE's digital future comes with systems and processes
that use artificial intelligence (Al) as part of their operation.
Notably, among survey respondents, 58% already use Al
solutions. But there is widespread concern about risk: 45%
are concerned and 15% very concerned about security
risk, while 86% are worried (including 10% who are very
worried) about potential legal liability issues.

Nevertheless, opportunity and risk are equally balanced:
83% (19% to a significant degree) are planning future

Al investment. Guidance and regulation are seen as key
with 60% of respondents expressing a desire for more

of both. ‘It’s a permanent debate between the
business divisions and data scientists on one side
and compliance and data protection on the other,’
says Ara Abrahamyan, Chief Digital Transformation Officer
at the Erste Group.

How much does your digital agenda rely
on 5G roll-out in your CEE jurisdictions?

m Alot

B Somewhat

Not at all
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Al regulation - (un)necessary disruption?

Responsibility for future regulation of Al resides both with
national governments in CEE and, more immediately,

at an EU-wide level. As with developing the necessary
infrastructure to ensure that digital transformation is
possible, there is frustration concerning the pace at which
change is being implemented.

Conversely, some fear that introducing new Al-related
regulation that is too onerous or restrictive may hamper
growth. ‘Everyone understands that Al machine
learning is less to do with algorithms, and more

to do with the variety and quantity of data you
collect,” says Joshi. ‘It’s easy to puncture this
balloon before it's fully expanded. If you regulate
and prevent companies from collecting data, you
might see Al not taking off in your country or
your region - that’s a real fear.’

Whatever regulations may eventually be put in place,
the ultimate responsibility for requlatory compliance and
the ethical use of data under their control resides with
companies themselves. Here, as with GDPR, there may
be a difference in standards between what the law
requires and what is deemed ethical. In this context,
the role of governments is to regulate as soon as is
practicable, achieving the right balance to ensure that
any difference is not too great.

By fundamentally disrupting the business landscape, the
pandemic has significantly accelerated the shift to digital.
The digitalisation outlook in CEE is therefore very positive,
although a lot remains to be done: most organisations
that have engaged in digitisation are still in the relative
early stages of their digital transformation. To achieve
that transformation, having the right local advice

at hand is critical.

Is public bureaucracy an impediment to your company'’s digital agenda?

To what extent do you feel that public authorities in the CEE |
Jjurisdictions in which you operate support your company’s

digital agenda? -
0 3%
B 1%
1%
_— % -
. 56%
B 6% -

Public authorities have kept pace with/
facilitated digitalisation in the private sector

Public authorities have made some advances,
but the level of bureaucracy is low

Public authorities have not made many advances
in this area, and the level of bureaucracy is high

Public authorities have not made many advances
in this area, but the level of bureaucracy is low

Public authorities have made some advances,
but the level of bureaucracy is high
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Stress-test: Is your business’ digital strateqgy future-ready?

------------------ (O Does the growth in your IT investment create a fast-enough
route to digitalisation?

------------------ (O Is your strategic planning sufficient to meet your digital
transformation needs?

--------------------------------------------------------------- (O In developing your digital footprint, are you taking sufficient account
of the risks?

---------------------- (O As Al increases in your operations, have you put plans in place around
mitigating potential legal liability?

------------------ (O Are you keeping up to date with new regulations
that affect your digital activities?

- ANES

L

Back Contact Menu Next



Talk through your digital strategy with us

If you would like to consult on or stress-test your business’ digital strategy with your local CMS experts, please do get in touch with us.

CEE

Déra Petranyi

Partner, CEE Managing Director
T +36 1483 4820

E dora.petranyi@cms-cmno.com

Olga Belyakova

Partner, Co-Head of CEE TMT

T +38044 391 7727

E olga.belyakova@cms-cmno.com

Eva Talmacsi

Partner, Co-Head of CEE TMT
T +44 20 7367 2435

E eva.talmacsi@cms-cmno.com

Bulgaria

Czech Republic

Hungary

Poland

Assen Georgiev

Partner

T +359 2 921 9936

E assen.georgiev@cms-cmno.com

Tomas Matejovsky

Partner

T +420 296 798 852

E tomas.matejovsky@cms-cmno.com

Déra Petranyi

Partner

T +36 1483 4820

E dora.petranyi@cms-cmno.com

Tomasz Koryzma

Partner

T +48 22 520 8479

E tomasz.koryzma@cms-cmno.com

Romania

Slovakia

Ukraine

Austria and SEE

Horea Popescu

Partner

T +40 21 407 3824

E horea.popescu@cms-cmno.com

Petra Corba Stark

Partner

T +421 940 637 825

E petra.corbastark@cms-cmno.com

Olga Belyakova

Partner

T +380 44 391 7727

E olga.belyakova@cms-cmno.com

Gregor Famira

Partner

T +385 1 4825 600

E gregor.famira@cms-rrh.com
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Methodology

186

countries in CEE

[~ C o e .
.@ Digitalisation (\/'
-~—" strategies @

As part of this series of Digital Horizons reports, a survey
was conducted by CMS in July-August 2020. The survey
canvassed the views of nearly 100 participants whose
operations span 18 countries across the CEE region:
Albania, Bosnia and Herzegovina, Bulgaria, Croatia,
Czech Republic, Estonia, Hungary, Kosovo, Latvia,
Lithuania, Macedonia, Montenegro, Poland, Romania,
Serbia, Slovakia, Slovenia and Ukraine.

In seeking the views of senior professionals in business/
management, IT/IT Security and legal/compliance, a
broad range of sectors were included: aviation, consumer
products, energy, financial services, hotels & leisure, life
sciences & healthcare, manufacturing, private equity,
professional services, real estate, and TMT.

100

Investment @ Regulation

plans

and risk

Respondents were asked questions focussed on a range
of topics in relation to their digitalisation activities and
priorities, which together form part of their strategic
digital agenda. These include: Al, data analytics, ethics,
IT investment plans, 5G, operational and legal risk,

as well as regulation and compliance.

The data included in this report is drawn entirely from
this survey. The research and writing of this report
was conducted in collaboration with Dominic Carman,
journalist and writer.
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Digital Horizons: A series of reports exploring CEE’s digital future

Read the rest of the Digital Horizons series here: @

Introduction: CEE's digital ambitions fuelling future economic growth?

Closing the gap — CEFE’s digital infrastructure and business ambition

Data and ethics — what does the future hold for CEE?

Innovation vs regulation — can Al redefine CEE's economic future?

Technology transforming industries in CEE — what's next?

Stress-test: is your business’ digital strategy future-ready?

Data Centres — Scaling up in CEE
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https://cms.law/en/ukr/publication/digital-horizons

© CMS Legal Services EEIG (2021)

CMS Law-Now™

Your free online legal information service.

A subscription service for legal articles on a variety of topics delivered by email.
cms-lawnow.com

The information held in this publication is for general purposes and guidance only and does not purport to
constitute legal or professional advice. It was prepared in co-operation with local attorneys.

CMS Legal Services EEIG (CMS EEIG) is a European Economic Interest Grouping that coordinates an
organisation of independent law firms. CMS EEIG provides no client services. Such services are solely
provided by CMS EEIG’s member firms in their respective jurisdictions. CMS EEIG and each of its member
firms are separate and legally distinct entities, and no such entity has any authority to bind any other. CMS
EEIG and each member firm are liable only for their own acts or omissions and not those of each other.
The brand name “CMS” and the term “firm” are used to refer to some or all of the member

firms or their offices; details can be found under “legal information” in the footer of cms.law.

CMS locations:

Aberdeen, Abu Dhabi, Algiers, Amsterdam, Antwerp, Barcelona, Beijing, Beirut, Belgrade, Bergen, Berlin,
Bogotd, Bratislava, Bristol, Brussels, Bucharest, Budapest, Casablanca, Cologne, Dubai, Duesseldorf,
Edinburgh, Frankfurt, Funchal, Geneva, Glasgow, Hamburg, Hong Kong, Istanbul, Johannesburg, Kyiv,
Leipzig, Lima, Lisbon, Ljubljana, London, Luanda, Luxembourg, Lyon, Madrid, Manchester, Mexico City,
Milan, Mombasa, Monaco, Moscow, Munich, Muscat, Nairobi, Oslo, Paris, Podgorica, Poznan, Prague,
Reading, Rio de Janeiro, Rome, Santiago de Chile, Sarajevo, Shanghai, Sheffield, Singapore, Skopje, Sofia,
Stavanger, Strasbourg, Stuttgart, Tel Aviv, Tirana, Utrecht, Vienna, Warsaw, Zagreb and Zurich.

cms.law

2009-0133931-13 Executive Summary

e

Back Contact

AN

L

Menu



	Contact
	Menu

	data highlights 3: 
	at 15: 
	Next 16: 
	Back 32: 
	Button 24: 
	at 24: 
	Next 25: 
	Back 41: 
	Button 32: 
	at 25: 
	Next 26: 
	Back 42: 
	Button 33: 
	at 26: 
	Next 27: 
	Back 43: 
	Button 34: 
	at 27: 
	Next 28: 
	Back 44: 
	Button 35: 
	Check Box 4: Off
	Check Box 9: Off
	Check Box 10: Off
	Check Box 11: Off
	Check Box 8: Off
	at 22: 
	Next 30: 
	Back 46: 
	Button 45: 
	at 28: 
	Next 29: 
	Back 45: 
	Button 37: 
	at 16: 
	Next 17: 
	Back 33: 
	Button 38: 
	data highlights 9: 
	data highlights 5: 
	at 30: 
	Next 35: 
	Back 52: 
	Button 59: 
	at 29: 
	Back 51: 
	Button 52: 


