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Abstract: This chapter analyses factors that add value to the businesses in 2020, especially the new businesses from the 
digital economy. Many Romanian companies fight hard to find their way to success (or survival) in the absence of one 
valuable objective of the business and in this chapter we will analyze them. This chapter researches the enterprise value 
and its determinants, in order to understand the ways to increase the company value, while considering Jensen’s theory 
of value maximization as the single important objective of a company. 
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1. Introduction 
The factors of the value of the business in 2020 are the main concerns of this chapter, considering that many businesses 
are still ‘seeking a lifeline to save the business’ as Ed Kaplan stated; they are struggling, not certain that they will be able 
to continue the activity. In this paper, we show that the firm value (or the market cap, which is a proxy value) depends 
on many factors, including the economic and financial stability. 
 
According to professor Jensen’s theory (2002), it is impossible to maximize in more than one dimension (Jensen, 2002). 
When implementing organizational change, the aim should be the increase in the long-term market value of the firm 
(MV), which is ‘the sum of the values of all financial claims on the firm, including equity, debt, preferred stock, and 
warrants’ (Jensen, 2002). 
 
The enterprise value (EV) approximates current market value (MV) of a company to determine takeover or merger price 
of a firm; unlike Market Cap, EV takes into account: the entire liquid asset, outstanding debt, and exotic equity 
instruments (from the balance sheet). When takeover occurs, the parent company will have to assume the target 
company's liabilities but will take possession of all cash and cash equivalents. 
 
When analyzing successful e-commerce companies’ objectives, we come to agree that they find success when they focus 
on a single value driven objective for the long term. Difficulties rise when companies waste their efforts and limited 
resources on too many (unsustainable) objectives for the short term. The company’s strategy is, therefore, of utmost 
importance. 
 
1.1 The Context of the Year 2020 
The COVID-19 pandemic in 2020 has affected companies, forcing them to find solutions to significantly increased 
uncertainty, blocking supply and demand, financial market volatility and notable adjustments in financial asset prices 
(NBR, 2020). The pandemic (CO-VID) highlighted the vulnerabilities of companies, forcing them to restructure and find 
solutions to survive / maximize the value of the company. 
 
In a study, Guda (2020) states that 55% of the active Romanian business environment needs help due to the pandemic, 
due to the blockage of economic activities, or the decrease of demand. Although the spread of this pandemic is lower 
than in recent ones, the financial shocks were significant and the stock market capitalization of companies decreased by 
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about $ 27 trillion in the first quarter of 2020. Compared to previous financial crises, such as oil (1970), IT companies 
Banking stemmed from the deficiencies accumulated in certain sectors of activity, which spread to other sectors of 
activity, the CO-VID pandemic severely affected most sectors in 2020. The Global Financial Crisis of 2007-2009 has 
been described as the most severe, unpredictable, complex, systemic international crisis since the Great Depression (early 
1930s). (Malliaris, Shaw, & Shefrin, 2016) 
 
According to PwC’s EMEA Private Business Survey 2020, ‘51% of private business surveyed are expecting revenues to 
decline in 2020 and afterwards, 57% of agility champions have trained and upskilled their staff, 75% of agility champions 
see new technologies as key to transformation and 81% of agility champions say sustainable practices are critical in the 
new COVID-19 normal’. 
 
Turbulence is erratic and unpredictable says Friedrich von Metzler, but we must handle it. When we pay attention to 
early signs, “they give business leaders an outstanding map for how to successfully navigate a company through crises.” 
(Friedrich von Metzler)  “Turbulence and unpredictability are inevitable (…). We are in truly uncharted waters, with no 
good maps. Many difficult decisions managers and leaders need to make in turbulent times” (Peter Schwartz). Stability 
and predictability vanish and instead, companies are knocked, bounded, and punched by conflicting and relentless forces. 
And sometimes the turbulence will be so continuous as to plunge the whole economy into a downturn, a recession, or 
possibly a protracted depression (Philip Kottler).  “With the financial tsunami, Kotler and Caslione keenly proposed a 
significant new theme — Chaotics — to help design more management and marketing resilience in companies aiming to 
steer profitably through the turbulence, beyond static equilibrium economic theory to dynamic management and 
marketing theory.” (Professor Taihong Lu) 
 
Advances in technology have improved access to real-time market information and business analytics, improving 
communication and the integrated management of their operations; improved telecommunications, information 
management software and personal computing decreased significantly firm’ costs, enabling the creation of efficient 
business models. Although digital services can substantially expand the reach of businesses, they require massive 
investments in infrastructure and also, skills. The ‘big data’ are datasets large enough that they cannot be managed or 
analyzed using typical database management tools (OECD 2015). Data analytics, defined as the use of data storage and 
process techniques to support decisions are becoming a driver for innovation in a number of scientific areas and are used 
in collaborative and crowd-based projects. Small and medium-sized enterprises (SMEs), and governments have access 
now to supercomputing resources. (OECD, 2013) 
 
Automation changes the activities of all sectors, including finance, as robots and computers can perform routine physical 
work, being increasingly capable of accomplishing activities that include cognitive capabilities. The analysis of the 
impact of automation, covering 78% of the global labor market, the high percentage of time spent on activities with the 
technical potential for automation by adapting currently demonstrated technology shows a very high potential for 
automation, in many countries. In figure 1, we can see the high potential for automation [ ], for the Finance and insurance 
sector (McKinsey Global Institute, 2018). 
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Figure 1: The high potential for automation in the Finance and insurance sector 
Source: (McKinsey Global Institute, 2018) 

 
“Disruptive innovation” describes how new entrants target the bottom of a market and then relentlessly move up, ousting 
established providers by successfully targeting those overlooked segments, frequently at a lower price (Christensen, 
2018). For example, companies such as Amazon disrupted entire industries. Innovations, new technologies or business 
models reshape industries. 
 
The largest companies in 2008 were the oil and gas producers, while in 2018, the top 10 companies in the world were 
technology companies mainly (Johnston, 2018). The technology giants such as Apple, Google and Facebook have 
achieved world domination (figure 2) by investing heavily in developing new products and services leading to an 
explosion in innovation and faster growth and disrupting established companies. 
 

 
 

Figure 2: The largest companies in 2008 vs. the year 2018 
Source: (Johnston, 2018) 

 
The only company remaining in the global top 10 since 2008 is Microsoft, founded in 1975, which doubled its value. 
Another giant, founded in 1998 by Stanford Ph.D. student, with funding of $41.00M and valuation of $777.96B, Google's 
search technologies now connect millions of people with information; similar companies (figure 2) are Facebook 
($2.53B) and Amazon ($16.98M). (CBINSIGHTS, 2019) 
 
When the seller sees that the company is not worth as much as they thought it was should take steps to increase its value. 
When an e-commerce company, eBay, bought, in 2005, Skype - a small, marginally profitable communications company, 
for $3.1 billion, the company was worth only $1.7 billion and eBay took a $1.4 billion charge against profits to account 
for the difference. Then, in 2010, eBay sold 70% of Skype to a group of investors (including the original founders) for 
$1.9 billion (making Skype worth about $2.7 billion); in 2011, Microsoft bought Skype for $8.5 billion, even though 
Skype was still at loss. (Knight, 2016) 
 
Wruck, Jensen, and Barry (1991) studied a small non-profit firm that almost destroyed itself while trying to maximize 
over a dozen dimensions at the same time; Cools and van Praag (2000) were the first to formally test the proposition that 
multiple objectives handicap firms using 80 Dutch firms in the 1993-1997 period, then concluded: "Our findings show 
the importance of setting one single target for value creation" (Jensen, 2002). 
 



Manu Viorica Mădălina 
Sailing in the Storm in 2020, The Business to Consumer Case 

 

  

23 

High-tech and innovative unicorns are drivers of development and their high capitalization is indeed justified. The 
potential and growth opportunities of such companies are the main drivers of their overestimated value. The Unicorn 
Club is a group of billion-dollar startups with a revolutionary trade brand tagged to their business operations comprises 
companies under E-commerce sector (17%), Internet Software and Services (14%) and Financial technology (11%). 
 
Digital transformation remains top of the agenda as companies use M&A to add innovative capabilities, improve 
customer engagement and stays relevant in a changing market; renewables and network assets remain the most attractive 
acquisition targets and digitization can influence transaction strategies in developed countries (Rennie, 2017). 
 

2. The Method 
 
Using the open-source statistical software “R” and R-studio for analyzing data (figure 3) is the lingua franca for 
economists and should get proper attention. The use of R was the focus of several international conferences on official 
statistics held in Bucharest, Romania and others having business excellence, innovation and sustainability as purpose  
and so is this paper. In practice, data science teams, economists and corporations use a mix of languages, often, at least 
R and Python (R for Data Science). 
 
Such free  powerful tools allow data import from various sources, including Yahoo finance. The package considered 
below is a tool for Quantitative Financial Modeling Framework. 
 

 
 

Figure 3: Datasets and packages in R 
Source: screen shot 

 
The command for installing the package is: install.packages("quantmod") . 
The following command loads the required packages (fig. 4). 
> library(quantmod) 
Loading required package: xts 
Loading required package: zoo 
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Figure 4: Importing the data in R 
Source: screen shot 

 
The Financial Services Sector (Yahoo finance) contains 1403 companies listed on NasdaqGS and NYSE and Nasdaq 
along with information on their market cap and P/E, for which the intraday price was greater than 5 (Currency in USD). 
 
TSIONAS (2019) discusses the advantages of analysing panel data, for it provide more degrees of freedom, however the 
modeling of heterogeneity cannot be exhausted to fixed and random effect formulations, and slope heterogeneity has to 
be considered. Dynamic formulations are highly desirable, but they are challenging because of estimation, unit roots and 
cointegration. Panel data contains certain features of entities over several periods of time (T), contain a cross-sectional 
dimension (i = 1,..n) and can be (un) balanced  (TSIONAS, 2019): 

• A balanced panel data set includes observations from all possible combinations of the cross-sectional dimension 
(i = 1,..n) and the time dimension (t = 1, …T), so the total number of observations is N= n x T, while 

• In an unbalanced panel data set, observations are missing and N < n x T and individual time series can differ in 
length. 

 
The two types of panels are (Voican, 2020): 

• Micro panel - characterized by a large number of individuals (N is in the order of thousands or hundreds) over 
a short period of time (T = 2 years, maximum 20 years); 

• Macro panel - for an N number of countries (N is usually 7, 20 but also 100), annual variables are observed over 
a 20-60-year horizon. 

 
2. 1 The Research on The Tech Companies 
The large technology companies benefit from globalization, accessing new markets and any promising small company 
that could compete (figure 5). 
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Figure 5: The global rise of the ITC companies in 2018 is expected to continue 
Source: author’ representation 

 
Despite the fact the company was not reporting profit eMag became part of the Naspers group, in October 2012 and 
became profitable for the first time in the second half of the 2018. Analyzing the firm potential to grow, we look at 
Naspers (NPSNY) Book Value/Share [ ] of 12.42X, and the relationship between Net Income and Total Asset, Price to 
Earning of 7.15X. 
 
The quality of the IT&C market/ industry the company competes in is critical indeed as it can push along the company. 
Usually, the managers that act in the same industry or similar industries tend to replicate the success business models of 
the front-runners. 
 

 
 

Figure 6: Scatterplot of funding and valuation of the unicorns 
Source: author’ representation 

 
The Pearsons Correlation Coefficient is one of the most common measures of correlation in financial statistics. For the 
unicorn companies observed [ ], higher valuation were correlated with higher funding (Pearson’s r is .79, which is 
normally considered a large effect) [ ]. In table 5 below, some statistics are included: 
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Table 5: Descriptive statistics 

 
Valuation ($M)   Total Disclosed Funding ($M)  

Mean 3576.841935 Mean 839.3421569 
Standard Error 443.0011552 Standard Error 103.7102973 
Median 1605.5 Median 376.75 
Mode 1000 Mode 500 
Standard Deviation 7799.840209 Standard Deviation 1814.189265 
Sample Variance 60837507.29 Sample Variance 3291282.687 
Kurtosis 51.4314886 Kurtosis 57.15630799 
Skewness 6.735592687 Skewness 6.931031008 
Range 74000 Range 18565.9 
Minimum 1000 Minimum 1 
Maximum 75000 Maximum 18566.9 
Sum 1108821 Sum 256838.7 
Count 310 Count 306 

 

3. Conclusions 
The complexity and implications of financial crises require extensive research as it always finds the companies 
unprepared in front of a crisis. In the actual economy, many Romanian companies fight hard to find their way to success 
or survival in the absence of one valuable objective of the business. The founders of the companies with little to no credit 
history do not get good pricing or credit terms being considered risky or “near bankruptcy” – even though the revenue 
and bank balance clearly show otherwise. The owners that identify such problems and also identify pitching opportunities 
and proper business partners manage to develop their companies. Companies use M&A to add innovative capabilities, 
improve customer engagement and staying relevant in a changing market. Although many owners do not feel very 
comfortable when giving a stake of their company, there are many ways thy can retain their influence/ control of the 
company. 
 
Even if the theory of value maximization is not so popular, some businesses have found continued success (Ryan Holiday, 
2020). 
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