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Survey design for Eastern Europe

Survey objectives

Atradius conducts annual reviews of international corporate pay-
ment practices through a survey called the “Atradius Payment
Practices Barometer”. This report presents the results of the sur-
vey’s June 2014 edition conducted in 4 countries across Eastern
Europe. Using a questionnaire, Conclusr Research conducted a
net of 838 interviews. All interviews were conducted exclusively
for Atradius, without any combination of topics. Due to a change
in research methodology for this survey, for some of the present
results, no year-on-year comparison is feasible.

Survey scope

B Basic population: companies from 4 countries were
monitored (Czech Republic, Hungary, Poland, Slovakia). The
appropriate contacts for accounts receivable management
were interviewed.

B Selection process
Internet survey: companies were selected and contacted by
use of an international Internet panel. A screening for the
appropriate contact and for quota control was conducted at
the beginning of the interview.

Telephone survey: companies were selected and contacted
by telephone. A screening for the appropriate contact and
for quota control was conducted at the beginning of the
interview. Telephone survey took place in, Slovakia and
Hungary.

B Sample: N=838 people were interviewed in total
(approximately n=200 people per country). In each country,
a quota was maintained according to four classes of company
size.

B [nterview: Web-assisted personal interviews (WAPI) of
approximately 15 minutes duration. Telephone interviews
(CATI) of approximately 20 minutes duration. Interview
period: 1stQ 2014.

Sample overview - Total interviews = 838

Country n %

Czech Republic 202 24.1%
Hungary 211 25.2%
Poland 224 26.7%
Slovakia 201 24.0%
Industry n %

Manufacturing 263 28.1%
Wholesale / Retail / Distribution 257 30.7%
Services 345 41.2%
Business size n %

Micro-enterprises 394 47 1%
SMEs (Small/Medium enterprises) 359 42 .8%
Large enterprises 85 10.1%

It may occur that the results are a percent more or less than 100% when
calculating the results. This is the consequence of rounding off the results. Rather
than adjusting the outcome so that it totalled 100%, we have chosen to leave

the individual results as they were to allow for the most accurate representation
possible.
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Survey results for Eastern Europe

The greatest challenge to business profitability this year

In 2014, Eastern Europe is forecast to see a slight deterioration
in economic growth prospects, compared to last year. As a con-
sequence, it may experience an increase in corporate defaults,
although from relatively moderate insolvency levels. The whole
region, however, remains exposed to the potential deepening of
the crisis in Ukraine.

Which provides a reminder of geopolitical risks on the European
continent and has raised credit risks in Eastern Europe as a whole.
This may explain why most of the survey respondents in Eastern
Europe (41.7%) consider maintaining sufficient cash flow as one
of the biggest challenges to profitability in 2014 (respondents
across Western Europe: 29.6%). This is most evident in Slovakia
where 48.7% of respondents are most concerned by this.

A drop in demand for their products and services is considered
to be a challenge for 31.9% of respondents in the region (West-
ern Europe: 32.2%). Again this percentage is highest in Slovakia
(35.8% of respondents). Collection of outstanding invoices wor-
ries 17.8% of respondents overall (Western Europe: 23.1%), and
at 25.1% is highest in Slovakia.

As observed in Western Europe (15.1% of respondents), bank
lending restrictions, another challenge to business profitability
examined in our survey, is a concern for the fewest respondents
in Eastern Europe (8.6%). Poland had the highest proportion of
respondents (13.0%) who said this is their biggest concern.

The greatest challenge to business profitability
this year — Eastern Europe

Falling demand for your products and services

31.9%
Maintaining adequate cash flow

41.7%
Collecting outstanding invoices

17.8%

Bank lending restrictions

I 8.6%

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — June 2014

More information in the Statistical appendix

Past due receivables

The current trade credit risk situation as evidenced by survey re-
sponses in Eastern Europe shows that 31.9% of the total value of
survey respondents’ B2B sales made on credit are overdue (aver-
age for Western Europe: 37.6%). the average response rate across
all of the industries and business size groups surveyed were ap-
proximately equal. By country, the percentage of past due B2B
receivables is lowest in Hungary. At overall survey level, overdue
payments from B2B customers were received on average 23 days
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late (same as Western Europe). By country, Slovakia has, on av-
erage, the slowest payers. Domestic payments take, on average,
an additional 27 days to be paid.

Average total value of B2B receivables by payment timing
in Eastern Europe

Percentage
Paid on time

52.8

Overdue

Cash sales M Credit sales Uncollectable =1.2%

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — June 2014

More information in the Statistical appendix

Days Sales Outstanding — DSO

The late payment of invoices by B2B customers of respondents
in Eastern Europe is reflected in the 42 days average DSO record-
ed in the region (Western Europe: 52 days). This compares to an
average 25 days payment term, from the invoice date, extend-
ed on B2B credit sales (average for Western Europe: 32 days).
Not only does this finding suggest that some of the respondents’
customers delayed invoice payments well beyond the agreed
terms, but also that some receivables of large amounts were out-
standing for a very long time. A breakdown of DSO by timing
highlights that just over 63% of respondents in Eastern Europe
(compared to around 55% in Western Europe) reported a DSO
ranging from 1 to 30 days; around 29% (Western Europe: just
over 32%) ranging from 31 to 90 days, and approximately 8% of
respondents (Western Europe: approximately 13%) posted a DSO
of over 90 days. By country, DSO is highest in Hungary (50 days).
By business size, survey respondents from large enterprises sur-
veyed in Eastern Europe recorded the longest DSO (averaging
48 days). Extended payment delays can increase payment default
risks and negatively impact cash flow. This may explain the 60.1%
of respondents in Eastern Europe (Western Europe: 51.0%) who
become concerned about the sustainability of the business when
DSO is 1 to 45 days longer than the average payment term.
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Average DSO in Eastern Europe

average days
Percentage

63.6 206 N 42

1-30 days 31-60days MM 61-90days M over 90 days

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — June 2014

More information in the Statistical appendix

Uncollectable receivables

Late payments can be expensive for suppliers. Whether done in
house or through a collections agency they cost time and money
in respect to pursuing collection of the debts and on legal fees.
In addition, a business may incur additional financing costs on its
own debts or miss business development opportunities because
the late payments are limiting the avaiabilty of funds. What's
more, the longer the receivables remain unpaid, the lower the
likelihood of collecting them. On average, 1.2% of the total value
of the B2B receivables of survey respondents in Eastern Europe
were written off as uncollectable over the past year (average for
Western Europe: 1.7%). By country, this percentage is highest
in the Czech Republic (1.6%). Based on the responses in the re-
gion, however, an average of 3.5% of the value of receivables was
unpaid 90 days after the due date (average for Western Europe:
4.9%). This suggests that, on average, survey respondents in
Eastern Europe lose around 34% of the value of their receivables
that are not paid within 90 days. This is almost equal to what was
observed in Western Europe. On a country basis, this percentage
is again highest in Czech Republic (51%).

Main reasons for late payment from B2B customers

The trade-credit risk environment revealed by our survey in East-
ern Europe highlights the importance for B2B suppliers to have a
good credit management system in place. This starts with knowl-
edge of potential customers’ payment practices, as an incorrect
evaluation may result in serious cash flow problems. Most of the
survey respondents in Eastern Europe (58.6% in respect to do-
mestic and 37.5% in respect to foreign customers) reported that
late payment of B2B invoices is most often due to the customers
having insufficient availability of funds (Western Europe: 46.6%
domestic and 35.2% foreign). This is an immediate confirmation
that a late debt is a potential uncollectable debt and needs to be
addressed immediately. On a country basis, respondents in Slo-
vakia were the most impacted late payments from B2B customers
due to insufficient availability of funds (72.7% of respondents
in respect to domestic customers and 54.3% in respect to foreign
customers). Consistent with this, domestic customers of respond-
ents in Slovakia delay payment as a source of surrogate financing
the most compared to the other countries surveyed in the region
(41.2% of respondents).

Credit management policies used by respondents

The right balance between minimising payment risks and max-
imising sales, however, can be achieved through proper credit
management. In Eastern Europe, 55.3% of survey respondents
employ policies that mitigate the risks inherent in offering trade
credit to B2B customers (respondents in Western Europe: 59.2%).
By country, this percentage is highest in Hungary (63.2%). Dun-
ning (payment reminders) is the most often used credit manage-
ment policy by respondents in Eastern Europe (72.6%) as it is,
although less frequently, in Western Europe (46.2% of respond-
ents). Again this percentage is highest in Hungary. 42.7% of re-
spondents reported they check their customers” creditworthiness
by means of bank references, the analysis of the customer’s fi-
nancial statements, and the purchase of credit reports (respond-
ents in Western Europe: 43.3%). Monitoring customers’ credit
risk is performed as often as in Western Europe (over one third
of respondents).

Most often used credit management policies
in Eastern Europe

Payment reminders (dunning)

72.6%

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — June 2014

More information in the Statistical appendix

Survey results by country, industry and business size

The findings related to each of the countries surveyed across Western Europe
are presented in dedicated country reports, which also feature country
results by industry and business size. The latter, at an overall survey level, is
displayed next to the related tables in the Statistical Appendix to this report.
The regional and country reports of this edition of the Atradius Payment
Practices Barometer, as well as its Statistical Appendix, are available for free
and downloadable on the atradius.com website.

If you would like more information about protecting your receivables against
payment default by your customers you can visit the Atradius website or
if you have more specific questions, please leave a message and a product
specialist will call you back.
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The Statistical appendix to this report is part of the June 2014
Payment Practices Barometer of Atradius (survey results for
Eastern Europe) available at www.atradius.com/Publications/
Payment Practices Barometer. This appendix is available for
download in PDF format (English only).
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Sample: all interviewed companies Source: Atradius Payment Practices Barometer — June 2014

By industry / by business size

Total Industry Business size
. Wholesale / Retail . . . .
Eastern Europe Manufacturing / Distribution Services Micro-enterprises SMEs Large enterprises
47.2% 62.4% 52.0% 46.9% 47.9% 58.4% 50.2%
Sample: all companies interviewed Source: Atradius Payment Practices Barometer — June 2014
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Average payment terms recorded in Eastern Europe (average days)

percentage average days >
2
a
Eastern Europe 29.5 48.9 11.4 10.2 25 x
z
=)
Western Europe 72.1 19.2 6.1 2.6 32 2
Poland 23
—
Hungary 23 2
)
o
Czech Republic 80.2 149 01. 27 S
Z
Slovakia 70.7 26.4 . 29 a
1.3 days [T31-60 days M6 -2 days Mo % days
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — June 2014 <
=
a
o
<
B
By industry / by business size G
E
&
Industry Business size
. Wholesale / Retail / . . . .
Manufacturing Distribution Services Micro-enterprises SMEs Large enterprises
1-30 days 70.76% 79.77% 89.86% 89.34% 74.37% 74.12%
31-60 days 24.15% 16.34% 8.12% 9.64% 21.17% 15.29%
61-90 days 4.24% 3.89% 1.45% 0.76% 4.18% 8.24%
Over 90 days 0.85% 0.00% 0.58% 0.25% 0.28% 2.35%
Average days 31 26 21 20 29 33
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — June 2014
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Eastern Europe: proportion of total B2B receivables by payment timing

Overdue
(% of total value of
credit sales)

Uncollectable
(% of total value of
receivables)

Average total value of B2B receivables by payment timing
in Eastern Europe

Eastern Europe 31.9% 1.2%
Western Europe 37.6% 1.7% Percentage
Paid on time
Czech Republic 32.6% 1.6%
Hungary 25.4% <1%
Poland 29.8% 1.3%
Slovakia 35.1% <1%
319 Overdue
[ cashsales M Credit sales Uncollectable = 1.2%
Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — June 2014
By industry / by business size
Industry Business size
) Wholesale / Retail / . ) . .
Manufacturing Distribution Services Micro-enterprises SMEs Large enterprises
Overdue 30.3% 34.3% 30.8% 33.8% 30.0% 29.8%
Uncollectable 1.0% 1.0% 1.4% 1.1% 1.1% 1.4%

Sample: all interviewed companies

Source: Atradius Payment Practices Barometer — June 2014
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Eastern Europe: main reasons for payment delays by domestic B2B customers

Goods 5
delivered F
or service Formal i
Dispute provided Buyer using  insolvency g
over quality do not outstanding  of the buyer =
of goods correspond  Complexity  Inefficiencies debts / (example: Invoice y"
Insufficient delivered to what was of the of the Incorrect invoices as  liquidation, was sent
availability of  orservice  agreed inthe  payment banking information aformof  receivership, to wrong
funds provided contract procedure system on invoice financing bankruptcy) person Other
Eastern Europe 58.6% 11.1% 9.5% 11.3% 10.4% 11.5% 30.0% 25.0% 8.2% 10.5% - 1
b
=
Western Europe 46.6% 16.7% 13.2% 18.0% 17.8% 16.2% 29.3% 20.5% 12.7% 6.7% E
o
>
Poland 51.2% 8.0% 12.9% 19.9% 23.4% 18.4% 35.3% 29.4% 11.0% 2.5% g
2
Czech Republic 49.4% 17.4% 9.9% 15.7% 10.5% 12.2% 36.1% 24.4% 9.3% 12.2% 1
Hungary 60.8% 2.2% 2.2% 5.0% 2.8% 3.9% 3.9% 17.7% 3.3% 16.6%
Slovakia 72.7% 17.1% 12.3% 4.3% 3.7% 10.7% 43.9% 27.8% 9.1% 11.8%
5
&
o
Industry er
=
Manufacturing 56.3% 17.5% 12.6% 12.6% 10.2% 14.1% 33.0% 20.4% 10.2% 7.8% =
0
Wholesale =
/ Retail / 56.9% 9.5% 9.5% 7.1% 11.6% 11.2% 29.9% 29.5% 7.1% 12.0% 4
Distribution
Services 61.6% 7.8% 7.1% 14.0% 9.5% 9.9% 27.9% 24.5% 7.8% 11.2%
Business size
(';’r'l'tcéfpgﬂses 57.9% 5.9% 6.2% 8.9% 11.0% 8.0% 24.0% 21.1% 4.5% 14.0%
SMEs 61.1% 14.5% 10.8% 12.4% 9.3% 12.7% 37.4% 28.3% 9.6% 7.5%
Iéﬁ;g‘raprises 50.0% 19.4% 18.1% 18.1% 12.5% 222% 23.6% 27.8% 19.4% 83%
Sample: all interviewed companies (active in domestic markets) Source: Atradius Payment Practices Barometer — June 2014
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Eastern Europe: main reasons for payment delays by foreign B2B customers

Eastern Europe

Western Europe

Poland
Czech Republic
Hungary

Slovakia

Industry
Manufacturing
Wholesale

/ Retail /
Distribution

Services

Business size

Micro-
enterprises

SMEs

Large
enterprises

Insufficient
availability of

funds

37.5%

35.2%

31.5%
30.3%
33.3%

54.3%

35.7%

34.8%

433%

35.9%

38.2%

37.5%

Dispute
over quality
of goods
delivered
or service
provided

15.2%

19.9%

13.7%
20.2%
4.2%

18.1%

22.4%

9.6%

11.3%

11.7%

15.2%

22.9%

Goods
delivered
or service
provided

do not

correspond
to what was
agreed in the
contract

11.8%

17.1%

8.9%
18.0%
42%

13.8%

16.1%

11.3%

6.2%

4.9%

13.2%

20.8%

Sample: all interviewed companies (active in domestic markets)

Complexity
of the
payment
procedure

24.8%

23.7%

41.9%
28.1%
2.1%

10.6%

23.1%

18.3%

35.1%

233%

22.1%

39.6%

Inefficiencies
of the
banking
system

18.6%

25.0%

37.1%
15.7%
2.1%

53%

13.3%

15.7%

29.9%

15.5%

20.1%

18.8%

Incorrect
information
on invoice

15.8%

18.0%

18.6%
20.2%
6.3%
12.8%

18.9%

13.0%

14.4%

10.7%

15.2%

29.2%

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS JUNE 2014

Formal
Buyer using insolvency
outstanding  of the buyer

debts / (example: Invoice
invoices as  liquidation, was sent
aformof  receivership, to wrong
financing bankruptcy) person

22.5% 17.2% 14.1%

23.9% 18.6% 14.4%

25.8% 19.4% 16.1%

19.1% 11.2% 13.5%
8.3% 14.6% 8.3%
28.7% 21.3% 14.9%
17.5% 12.6% 13.3%

27.0% 18.3% 12.2%

24.7% 22.7% 17.5%
23.3% 13.6% 9.7%
21.6% 17.2% 14.2%

25.0% 25.0% 22.9%

Source: Atradius Payment Practices Barometer — June 2014

Other

10.1%

8.1%

1.6%
7.9%
25.0%

16.0%

10.5%

10.4%

9.3%

15.5%

8.8%

4.2%



Credit management policies used by respondents in Eastern Europe

Reserve Send payment Retain a Check buyer’s Monitor Request 5
against bad reminders collections Sell on cash credit- buyer’s credit  secured forms Diversify @
debts Self insure (dunning) agency terms worthiness risk of payment  customer base g
Eastern Europe 29.1% 15.7% 72.6% 19.6% 34.6% 42.7% 36.0% 28.4% 19.9% §
Western Europe 30.5% 22.1% 46.2% 31.0% 31.0% 43.3% 35.9% 36.7% 23.7%
Poland 34.0% 29.3% 53.8% 35.9% 41.5% 45.3% 37.7% 36.8% 24.5%
Czech Republic 32.8% 26.9% 64.2% 25.4% 38.8% 58.2% 44.8% 40.3% 23.9% 2 )
Hungary 4.1% 2.4% 75.6% 9.8% 5.7% 10.6% 6.5% 3.3% 3.3% g
Slovakia 50.0% 10.7% 92.0% 11.6% 57.1% 66.1% 61.6% 41.1% 31.3% g
=)
)
Industry
Manufacturing 35.1% 17.5% 76.3% 12.3% 30.7% 52.6% 39.5% 25.4% 21.9%
Wholesale é
/ Retail / 27.8% 13.2% 71.5% 18.8% 38.2% 38.9% 36.1% 31.3% 18.8% o
Distribution %
Services 26.0% 16.7% 70.7% 26.0% 34.0% 38.7% 33.3% 28.0% 19.3% g
Business size g
Micro-enterprises 14.7% 12.2% 71.8% 16.0% 31.4% 26.3% 18.0% 17.3% 10.9%
SMEs 35.6% 16.6% 76.1% 20.0% 35.6% 51.7% 45.9% 34.2% 23.4%
Large enterprises 48.9% 23.4% 59.6% 29.8% 40.4% 57.5% 53.2% 40.4% 34.0%
Sample: all interviewed companies (active in domestic and foreign markets) Source: Atradius Payment Practices Barometer — June 2014
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Average DSO recorded in Eastern Europe
percentage
Eastern Europe

Western Europe

Czech Republic
Slovakia
Poland

Hungary

T30 days

Sample: all interviewed companies

average days

‘

63.6 20.6 79 9 42

54.7 243 83 12.7 52

12,033 7.6 33

40
7.7 13.5 49
483 24.1 20.7 6.9 50

[U31-60 days Me -0 days Mo %0 days

Source: Atradius Payment Practices Barometer — June 2014

By industry / by business size (average days)

Industry

Wholesale / Retail /

A Services
Distribution ™

Manufacturing

42 40 43

Sample: all interviewed companies

Business size

Micro-enterprises SMEs Large enterprises

40 42 47

Source: Atradius Payment Practices Barometer — June 2014
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Average DSO becomes a reason for concern for respondents in Eastern Europe,
when it is ... days longer than the payment term

Eastern Europe

Western Europe

Poland
Slovakia
Czech Republic

Hungary

Sample: all interviewed companies

percentage

N
¢ N}
wn
N
w
")
o
NJ
e}
w
-
~
-
[N] ¢
NJ

28.0

245

01 30days  31-45days

287

13.8 13.8

W ss-60days  Me1-90days

Source: Atradius Payment Practices Barometer — June 2014

77 7.1

13.0 6.9

ER 11.3

19.2

Mo 90 days

By industry / by business size

1-30 days

31-45 days
46-60 days
61-90 days

Over 90 days

Sample: all interviewed companies

Manufacturing

26.74%
29.07%
23.84%
12.21%
8.14%

Industry

Wholesale / Retail /
Distribution

28.65%
30.41%
20.47%
9.94%
10.53%

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS JUNE 2014

Services

32.11%
31.71%
13.01%
11.79%
11.38%

Micro-enterprises

34.73%

32.44%
14.89%
8.78%
9.16%

Source: Atradius Payment Practices Barometer — June 2014

Business size

SMEs

22.79%
29.04%
21.69%
13.97%
12.50%

Large enterprises

38.18%
29.09%
18.18%
10.91%
3.64%
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The greatest challenge to business profitability in 2014 for respondents in Eastern Europe

) percentage

|

Z

m

- Eastern Europe 31.9 417 17.8 8.6

a

2 Western Europe 322 29.6 231 15.1

Slovakia 3538 487 1.4 40

.

n Poland 32.6 34.4 20.1 13.0

S

<

= Czech Republic 322 465 139 74

m

wv

5 Hungary 275 37.9 25.1 95

[ | Falling demand for products and [ | Maintaining adequate cash flow [ | Collecting outstanding invoices M Bank lending restrictions
services

Sample: all interviewed companies (active in domestic and foreign markets) Source: Atradius Payment Practices Barometer — June 2014

By industry / by business size

a4
>
3
%]
=
O
>
=
>
o
a)
m
=
S]
<

Industry Business size

Wholesale / Retail

Manufacturing / Distribution Services Micro-enterprises SMEs Large enterprises
Falling demand 35.59% 30.35% 30.72% 29.95% 31.75% 42.35%
Adequate cash flow 38.14% 43.58% 42.61% 43.65% 40.67% 36.47%
Outstanding invoices collection 16.10% 19.84% 17.39% 17.51% 19.22% 12.94%
Bank lending restrictions 10.17% 6.23% 9.28% 8.88% 8.36% 8.24%
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — June 2014
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Disclaimer

This report is provided for information purposes only and is not intended as a
recommendation as to particular transactions, investments or strategies in any way
to any reader. Readers must make their own independent decisions, commercial
or otherwise, regarding the information provided. While we have made every at-
tempt to ensure that the information contained in this report has been obtained
from reliable sources, Atradius is not responsible for any errors or omissions, or
for the results obtained from the use of this information. All information in this
report is provided ‘as is’, with no guarantee of completeness, accuracy, timeliness
or of the results obtained from its use, and without warranty of any kind, express
or implied. In no event will Atradius, its related partnerships or corporations, or
the partners, agents or employees thereof, be liable to you or anyone else for any
decision made or action taken in reliance on the information in this report or for
any consequential, special or similar damages, even if advised of the possibility of
such damages.

Copyright Atradius NV. 2014
More Atradius publications focusing on the global economy, including country
reports, industry analysis, advice on credit management and essays on current

business issues can be found on the Atradius website www.atradius.com.

On Twitter? Follow @Atradius or search #atradiusppb to stay up to date with the
latest edition.
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