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 The Romanian interest in attracting the multinational companies is 
obvious directed to the necessity of the managerial and marketing 
knowledge transfer, and the need of building new corporate culture. The 
tobacco industry is one of the first Romanian industries where 
multinational companies penetrated, after 1990. These companies 
evaluated in a short time, from a strategy of penetration that involves less 
resources (indirect export) to direct investment, Reinold's Nabosco 
Tobacco was the first company, which entered on Romania market with 
direct investment in 1995. The dethronement of Romanian National 
Tobacco Company from the leader position happened in a relative short 
period, the national company round three quarters from the market share 
in several years. In this context, there exists the risk to disappear an 
activity with tradition in Romania - the cultivation of tobacco. 
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 The tobacco is and shall be a controversial area. The Word Tobacco 
Industry shall pass through important transformations in a few years. The 
diminishing of the consumption, the boom of the competition intensity, the 
settlements concerning with the interdiction of tobacco promotion and the 
smoking in the public places, the increasing of the taxes and  of the 
contraband are the most important elements which dominate the Word 
Tobacco Industry, today. In 2005, most important operator of this industry 
was Philip Morris, with a market share of  18%. British American Tobacco 
was the second largest operator with a market share of 16%. Another 
important company from this frame industry, was Japan Tobacco 
International with a market share of  8%. 

                                                
* Piteşti University 



FACULTATEA DE MANAGEMENT AGRICOL  

 After 1989, the Romanian tobacco market where dominated of the 
Romanian National Tobacco Company. The tobacco multinational 
companies have found in Romania a market of big sizes( taking into 
consideration that then, as well as now, Romania occupies one from the first 
places in Europe at the consumption of tobacco) and by far saturated. The 
absence of settlements concerning with the tobacco production, 
commercialization and promotion, drove to the increasing of interest of the 
important companies from Word Tobacco Industry for the Romanian 
market. After the penetration of this companies, on the Romanian market 
started the tobacco frenzy.  Having many options ahead, a part of Romanian 
consumers passed from national brands to international brands. 
 Beginning whit 1998 until 2003, the evolution of the operators from 
Romanian Tobacco Industry was: 
 
 

Table number 2: The evolution of operators number from Tobacco 
Industry between 1998-2005.  

Year Number of companies 
1998 9 
1999 11 
2000 17 
2001 19 
2002 17 
2003 24 
2004 23 
2005 23 

Source: The Romanian Institute of Statistic; The results and performances 
of companies from 2000 to 2005 
 
 

 In 2005, the number remained same as in 2004, according to data from 
Ammer Nielsen Research. 
 In the period 2000-2005, the cumulated market share achieved by the three 
multinationals companies (Philip Morris, British American Tobacco and 
Japan Tobacco evolved) was: 

 Table number 3: The evolution of market share achieved by the 
multinational companies analyzed from 2000 to 2005. 
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Year The cumulated market share – BAT, 

JTI, PM  
2000 67,5% 
2001 77,9% 
2002 76,8% 
2003 78,6% 
2004 80,0% 
2005 86,0% 

  Source: Ammer Nielsen Research, 2005 
 

 In 2000, 67,5% from the tobacco market were covered by the three 
companies, and only 33% were disputed by another 14 companies. In 2001, 
the cumulated market share of the 3 first companies increased to 
approximate 78% and 16 companies disputed only 22%. In 2002, three 
companies covered about 77% from the market, while 14 companies 
disputed 23%. In 2003, the three multinationals analyzed   achieved a 
cumulated market share of 79% while 21 companies shared 21% of the 
market. In 2005, the multinationals covered 86% from the market and 
another 21 of companies shared just 14%. 
 This evolution shows the tendency of the tobacco market concentration in 
hand of three multinational companies, phenomena that characterize the 
world markets today.  
From 2000 to 2003, in the market segments were interesting evolutions: 
 

Table number 4: The evolution of tobacco market segments from 2000 to 2003. 

Market 
segments 

Dec. 
00 

Sept. 
01 

Dec. 
01 

Sept. 
02 

Dec. 
02 

Ian. 
03 

Feb. 
03 

Market 
area 

Super 
Luxury 

0,1 0,0 0,0 0,0 0,0 0,0 0,0 

Luxury 5,6 4,8 5,2 8,6 8,8 9,2 9,2 

Superior 

Superior 1,6 1,0 0,9 0,0 0,0 0,0 0,0 
Medium 13,9 14,6 16,2 13,5 14,8 14,9 15,3 

Medium 

Popular 
Prices 

41,3 26,5 23,3 56,2 54,2 54,0 54,2 
 

Economic 21,3 41,8 42,6 9,4 9,5 9,1 9,1 
Inferior 16,2 11,2 11,7 12,3 12,9 12,7 12,2 

Inferior 

      Source: Ammer Nielsen Research, 2003  
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The first significant evolution was to boundary among the popular prices 
segment and economic segment. Between 2000-2001 significant changes 
were determined by the diversification strategies applied by the three big 
multinationals companies, which launched on Romanian market brands 
positioned on economic segment (Calatis, Derby, More), economic segment 
were dominated in that period by SNTR which had monopoly position on 
this segment. 
 The three multinationals attack the economic segment with adjusted brands 
designed special for the Romanian market or with brands already existing in 
the international portfolio but adjusted to agree with peculiarity of 
Romanian market (low level of income). 
 Pursuant to the alternatives offered by three multinationals in the period 
2000-2001 of the low-income consumers, a part from national brands 
smokers passed to the new brands offered by multinational operators. 
Another interesting change were in the structure of the market segments 
appeared in 2002, because of adopting of repositions strategies, through 
multinationals changed the class of integration for some brands. Lucky 
Strike belonging to BAT, passes the in 2002 from the superior class in the 
medium class. Pursuant to this reposition, superior class disappears because 
it contained only this brand. 
 In 2002, important modifications were to the level of medium class. In 
March, Philip Morris withdraws L& M brand from medium class and 
repositioned it on popular prices segment. 
 In that period (January 2002), brands from the economic class (Calatis, 
Derby, More, Red& White) were repositioned on the popular prices 
segment. 
 Through this strategies, competition move from the inferior extremity of 
the market (the economic segment) to the middle of the market (the medium 
and popular prices segments). 
 All repositions from that period were the result of competition 
intensification through prices and of the tax; increasing and these were 
followed by the lunch of new brands.  For instance, after L&M reposition on 
the popular prices segment, Philip Morris lunched a new brand on the 
medium segment - Chesterfield. 
 If to the beginning of the ‘90 the brands from the economic class and 
medium class shared the sales of tobacco, now the situation is very differed, 
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because of the modifications were in progress to the preferences of the 
consumers and on the background of increasing of the income level. 
Euromonitor said that super luxury and luxury brands have a market share 
of 10%. Brands from medium class and popular prices class carry together 
the middle zone of the market and due to diversity and accessibility, have 
the biggest market share – 60%. 
The three multinational companies fight four the first position on the market 
from 2000, while SNTR lost its market share every year and the penetration 
on the Romanian market to a world medium operator - Gallaher. The 
evolution of Tobacco National Company in the discussed period shows the 
lack of competitiveness of this Romanian company. 
 

 
Table number 1: The evolution of Romanian Tobacco National Company 
business   figure from 1998 to 2004 
Year Business figure 

– mil Euro- 
The place occupied in companies 

hierarchy in Romania,  depending on the 
business figure 

1998 238,8 11 
1999 201,5 20 
2000 172,2 25 
2001 119,3 45 
2002 127,3 59 
2003 74,0 108 
2004 60,2 154 

   Source: National Institute of Statistic, 2005 
 
Until 2010, we expect that the competition between these companies shall 
increase because of the boom of the prices started whit 2006, because of the 
annual excising of 25% until 2010, according whit the calendar negotiated 
with EU. The prices boom and tobacco promotion interdicting beginning 
with 2007 will have as result the diminishing of the tobacco consumption 
and the diminishing the number of smokers, and the going out from the 
market for the little operators from this industry. The phenomenon of 
market concentration shall continue, we expect the three multinationals shall 
cover together 90% of the market until 2010 and National Company shell 
lose market share. Under the conditions there will be a raise without precedent of 



FACULTATEA DE MANAGEMENT AGRICOL  
the competition intensity, the three multinationals will elaborate offensive 
competitive strategies, even aggressive to regain the market shares. The 
competition between companies on tobacco market is influenced by the 
Agriculture Ministry, which through some legislative initiative wants to 
change the rules of the game on this market. Thus, the tobacco companies 
have the obligation to buy half from the row materials from Romanian 
production. That companies which don’t respect this rule has to pay a tax to 
a Tobacco Guarantee Found administrated by Agriculture Ministry, the 
contribution shell be calculated proportional whit the market share of the 
company. We can't to observe the lack of the coherence the ministry 
concerning with the rules elaborated for the tobacco industry. In the first 
place, now days the whole tobacco production is bought by the Romanian 
National Tobacco Company.  Even if the three big tobacco companies want 
to buy raw materials from Romanian market is obvious that there is not 
enough. For instance, in 2007 the tobacco Romania production was of 
approximate 8.000 tons and the tobacco all producers used 38.000 tons. Is 
clear that the tobacco demand isn't covered by intern production. In the 
second place, the specialists from the multinationals consider Romanian 
tobacco don't come up to the quality standards established for the their 
brands. The three big plays (Philip Morris, British American Tobacco and 
Japan Tobacco International) in their portfolios have standardized brands 
and adjusted brands to national specific. Standardize brands are those which 
have same quality, aroma, packing and labeling for all external markets.  Is 
clear the fact that for manufacturing these brands must utilized the same 
assortment of tobacco (quality one) no matter in what part of the planet 
these are sold. Directing to the fact, as the Romanian tobacco is else rough 
and drier than one cultivated in Italy or Turkish is a fact that in the future we 
will not find on the Romania market, Marlboro and Camel cigarettes 
manufactured with Romanian tobacco.   
Adjusted brand to national specific are those were created specially for the 
Romanian market, or was extended on Romanian market from the 
international portfolios but adjusted in order to corresponded better to 
national specific (low income). Adjusted brands from popular prices or 
economic represents alternatives offered to the national brands smokers 
belonging to SNTR. Four the brands it could be possible the using of 
Romanian tobacco but the percentage of adjusted brands in companies 
portfolios is low. In conclusion  to obligate the multinational companies to 
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utilize the Romanian tobacco is an incoherence initiative because the result 
of in is extra taxing the multinational companies not the stimulation of 
tobacco cultivating and we consider that Agriculture Ministry sustain the 
lack of competitiveness of the national company. 
 The solution for continuation a activity with traditions in Romania, 
respectively the tobacco cultivation, is not forcing the multinational 
companies to utilize a row material what don't corresponds to their quality 
standards. We conceder the solution is to support the tobacco cultivators 
through bigger subvention what helps the cultivators to buy quality sort of 
tobacco seeds. The representatives of the Romanian National Tobacco 
Company that asked to Agriculture Ministry to increase subventions for this 
sector through the profitability level and the tobacco cultivators will create 
new cultures. 
 If Agriculture Ministry don’t rise the level of tobacco subvention to 
correspond to the cultivators needs it is possible that the cultivators to 
orientate another profitable agricultural sectors. In this context Romania, 
risk to spare EU financing and allocated quota and this thing shall have 
implications to macroeconomic level. 
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