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1 Introduction

The FINANCIAL INSTRUMENTS project constitutes an integrated set of activities that aims to promote modern
financial instruments, such as Equity Fund, etc., in the cross-border area of Greece and Bulgaria, in order to
provide the possibility of getting financed by these modern financial instruments/tools, for the benefit of citizens,

businesses, institutions and Chambers located in the cross-border area of Greece and Bulgaria.

One of the main problems (and at the same time challenges) that the Greece-Bulgaria cross-border area is facing
through the years is the fact that the level of knowledge in the fields of identifying & exploiting financial instruments

is extremely low.

As a consequence, if an entrepreneur in the area has a new business idea (either to improve her/his business or
to start a new business), it is very difficult for her/him to get financed, since there doesn't exist a source or a
mechanism through which she/he can receive specialized information & know-how in order for her/his final

submitted funding/business application/proposal to get financed with the best terms possible in the market.

Another basic disadvantage in the area is the complete lack of the “mentality of getting financed by private or other
forms of funds”. This is happening because there doesn't exist a mechanism which will approach the private and
other forms of funds available, inform them about the high potentials of the area and of its businesses and make
them (through a professional & organized way) seriously interested in investing in the Greece-Bulgaria cross-

border area.

What's more, this mechanism will also ensure to the representatives of the potential funds that there is a well-
organized & specialized intermediary in the area ‘capable to communicate in their own language’ and ready to

establish a long term cooperation between the relevant stakeholders.

In order to tackle the above mentioned problems and challenges, the FINANCIAL INSTRUMENTS project has
created a Mechanism that identifies, informs, educates & trains, connects and assists private bodies/companies

and individuals, in the accomplishment of an ultimate goal:

“to get financed by one or more of the modern financial tools (e.g. Partnership Agreements for the Development
Framework 2021-2027 both in Greece and Bulgaria, Private Funds and Banking tools & instruments, Greek

Investment Laws, EU Funding Instruments, such as Horizon, Cosme, Interreg, efc.) available nowadays”.

Most important, this (established through the project) Mechanism will continue to be fully functional after the end of
the project's end in the premises of the LB (Regional Development Agency of Rodopi S.A.), in Komotini, Greece,

ensuring in this way without any doubt the Sustainability and the Capitalization of the project’s results.

All of the above are in full compliance with the Greece-Bulgaria's Program’s Priority Axis 01: «A Competitive and
Innovative Cross-Border Area», Thematic Objective 03: «Enhancing the competitiveness of small and medium-
sized enterprises» and specifically Investment Priority 3a: «Promoting entrepreneurship, in particular by facilitating
the economic exploitation of new ideas and fostering the creation of new firms, including through business

incubators» (Specific objective: «To improve entrepreneurship SME support systemsy).
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2 Presentation of the state of business in the cross-border area

21 Historical Data

In this section we present the historical data for Greek SME financing. Our data source is the OECD library
(OECD, 2022), which covers the years 2007 — 2020. Consequently, the post-covid period is not captured. SMEs
are companies with at most 250 employees, annual turnovers not exceeding EUR 50 million, and/or an annual
balance sheet total not exceeding EUR 43 million (in line with the European Commission Definition). The
breakdown of the Greek entrepreneurial landscape is as follows according to data from the European

Commission:

e 99.9% (718,558) enterprises, are defined as SMEs,

e 94.6% (680,038) are micro-enterprises employing less than 10 employees
o 4.8% (34,701) are small enterprises

o 0.5% (3,819) are medium-sized enterprises

o 0.1% (522) are large enterprises.

e When it come to the workforce:

e 46.9%, of the workforce is employed by micro-SMEs.

o 83% of the workforce is employed by SMEs.

With regards to the value added in the economy:
Micro-SMEs account for 19.7% of the value added in the economy.
SMEs account for 56.7% of the value added in the economy.

Compared to the EU-27 average, SMEs and especially micro-enterprises are more numerous and more important
to the Greek economy.

SME lending has been materially influenced by the pandemic as well as the lending facilities offered to banks for
the year 2020 and the gradual economic recovery in the period 2014-2019 as well as the financial crisis in the

years preceding them.
More specifically:

e In 2020, new business lending to Greek SMEs increased 1.75 times in relation to
2019.

o The significant acceleration of bank lending to enterprises was also
facilitated by the improvement of the conditions under which banks derived
financial resources from the Eurosystem, as well as by the significant
support provided by bank lending/co-financing schemes and guarantees

offered by the Hellenic Development Bank.
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o Despite the increase in new lending, outstanding credit to all businesses and to
SMEs fell for the eighth year in a row, reaching EUR 66.6 billion in 2020, mainly
attributed to:

o The severe contraction of new business SME lending as a result of the
financial crisis.

= |n 2008 and 2009, banks lent over EUR 12 billion to Greek
SMEs. This figure decreased by 91.8% cumulatively from 2009
to 2016.
o The continual decline of SME outstanding stock of loans due to a
moderate economic recovery between 2014 and 2019.

= 2014 marked the return of economic activity to positive growth
rates (+0.8% year on year for Q12014) after six consecutive
years of deep recession. Investments, strong absorption of EU
structural funds, tourism and exports contributed to Greece’s
year-on-year economic growth, as well as higher exports of
goods and services and higher private consumption.

= |n 2018, financial institutions in Greece lent EUR 1.16 billion to
SMEs, a slight increase from 2017, which in turn saw an
increase of 6% compared to 2016.

o The decline in 2020 in the outstanding stock of SME loans primarily driven
by a significant removal of non-performing loans (NPLs) from Greek
banks’ balance sheets (from 36.1% of total loans in 2019 to 28.5% of total
loans in 2020) through the introduction in late 2019 of the “Hercules”

asset-protection scheme.

New business lending for all enterprises followed a similar trajectory, decreasing by 84.2% from EUR 36.5 billion in
2008 to EUR 7.3 billion in 2017 followed by an increase to 11.4 EUR billion in 2018, almost the double of 2016

figures.

o To tackle the impact of the COVID-19 pandemic on SMEs, the Greek government
put in place several measures:
o  One of the measures in place was the “COVID-19 guarantee Fund”
providing a guarantee coverage of up to 80% per loan.

o During the first cycle, the guarantee rate was set at 80% per loan, while the
maximum guarantee was set at 40% for a loan portfolio to SMEs and 30% for a
loan portfolio to large companies.

o An additional budget of EUR 780 million was added on the second cycle of the
COVID guarantee fund, so the total available funds of the two cycles amounted
to EUR 1.78 billion.
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o Inthe second cycle of the Fund the provision of the guarantee paid by the
companies is fully subsidized.

o 75% to 90% of the new loans of the second cycle of the Guarantee Fund are
addressed with priority to Micro-SMEs.

In 2020, alternative sources of finance were hard hit in Greece.

e  Factoring decreased to EUR 1.89 million compared to EUR 1.96 million in 2019,
which was shaped as follows:

o The total outstanding amount of loans from factoring companies to all
companies increased to EUR 1.8 billion in 2009, before decreasing by
20.2% between 2009 and 2013.

o Factoring activities recovered since 2014, and reached EUR 1.9 billion in
2018, an 11% increase compared to 2017.

o In 2020 factoring in Greece decreased to EUR 1.89 million compared to
2019 (EUR 1.96 million).

e Leasing and hire purchase activities also decreased in 2020, reaching EUR 3.3
billion compared to EUR 4.2 billion in 2017, which was shaped as follows:

o The total outstanding amount of financing from leasing companies reached
its peak in 2008 and, at EUR 7.8 billion, was an important source of
financing for Greek enterprises.

o Between 2008 and 2013 though, financing from leasing companies halved
to EUR 3.4 billion.

o In2014 and 2015, leasing and hire purchase activities picked up, but
decreased to EUR 4.2 billion in 2017 and to EUR 3.3 billion in 2020,
remaining well below pre-crisis levels.

e Venture capital was also strongly hit compared to 2019, declining by 46.7% in 2020
and reaching EUR 78.8 million from EUR 148.3 million in 2019, which was shaped
as follows:

o Venture capital and growth capital investments totaled EUR 32.7 million in
2008, but decreased tremendously until 2012, when no venture and
growth investments took place.

o Investments slightly recovered in 2013, reaching EUR 4.8 million.

o In 2015, the index reached EUR 12.6 million, and since then rose rapidly
to EUR 44.5 million in 2017, a 20.6% increase from 2008.

o Theincrease trend continued in 2019 when venture and growth capital
reached the amount of EUR 148.3 million but decreased by 46.7% in 2020
when it reached EUR 78.8 million.
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2.2 Main business activities, geography, relevant stakeholders in the cross-border area

2.21 Main business activities, geography, relevant stakeholders in Greek region

The Region of Eastern Macedonia and Thrace is one of the regions of Greece. It is the

secondary local government organization covering the northeastern edge of the country,

namely the eastern part of Macedonia and the whole of Thrace. Its total area is 14,157km?, a

figure corresponding to 10.7% of its total area of Greece. The population of the region amounts

to 562,069 inhabitants, according to the most recent census of 2021.

The Region of Eastern Macedonia and Thrace includes two major islands of the Thracian

Sea, Thasos and Samothraki. The included Regional Units are the following six (6):

Regional Unit of Drama
Regional Unit of Kavala
Regional Unit of Thassos
Regional Unit of Xanthi
Regional Unit of Rodopi

Regional Unit of Evros

The Region consists of 22 Municipalities:

Regional Unit of Drama: Municipality of Drama Municipality, Municipality of Doxato,
Municipality of Nevrokopi, Municipality of Paranestio, Municipality of Prosotsani
Regional Unit of Kavala: Municipality of Kavala, Municipality of Nestos, Municipality
of Pangaio

Regional Unit of Thassos: Municipality of Thassos

Regional Unit of Xanthi: Municipality of Xanthi, Municipality of Abdira, Municipality of
Myki, Municipality of Topiros

Regional Unit of Rodopi: Municipality of Komotini, Municipality of lasmos,
Municipality of Maroneia-Sapes, Municipality of Arrianon

Regional Unit of Evros Alexandroupolis Municipality, Didymoteicho Municipality,

Orestiada Municipality, Soufliou Municipality, Samothraki Municipality

In the region there are six Chambers which are the following:

Rodopi Chamber of Commerce And Industry
Rodopi Professional and Industrial Chamber
Drama Chamber

Chamber of Evros

Kavala Chamber
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e  Xanthi Chamber

Chambers are local organization of businesses and companies with the intention to develop
and further the interests of local companies and businesses in Greece. Many businesses are
international operating companies with offices in Greece. Members of a Chamber of
Commerce are usually international and local operating companies, such as lawyers, property
developers, tourism companies, airlines, manufacturing companies, import and export

businesses, banks, finance companies, legal advisors, IT and electronics manufacturers etc.

Chambers of Commerce main activities are, among others, safeguarding business interests
and sharing business experiences and business interests, contact with governments, civil

society, local media and the press and organzing trade shows and events.

As far as it concerns the infrastructure, the Region can be reached via two main roads:
Egnatia Road, coming from the west to the east, and from the national road reaching these

parts from the south of Greece and leading to the northern parts of our country.

The border junction stations connecting Bulgaria to Greece located in the area are the
following: at the region of Drama, the Exochi station of Lower Nevrokopi (where the customs
are also located), at the region of Evros, the Kyprinos and Ormenion stations, with the second
hosting the local customs station, as well as at the region of Xanthi (Agios Konstantinos
station) and Rodope (Nymphaia station). The respective border junction stations connecting
Turkey to Greece are both located in the region of Evros and they are the Kipoi and Kastanies

stations, which both host the local customs stations.

East Macedonia & Thrace is also connected to the national railroad network, with terminal
stations in the cities of Drama and Alexandroupolis. Also, KTEL bus coaches stop at almost
every main city of the region. With regard to the railroad border stations of the area, as well as
their respective local customs stations, they are all located in the region of Evros. For the
Greece-Bulgaria connection, there is the station and the customs of Dikaia, and for the

Greece-Turkey connection, the station and the customs of Pythion.

The most important harbors of the Region are also located in Kavala and Alexandroupolis.
From the harbor of Kavala, one may travel to the island of Thassos, as well as to other
islands of the Aegean (Limnos, Lesvos, Chios), while from the harbor of Alexandroupolis,
one may travel to the island of Samothrace. Last but not least, the harbor of Keramoti is
located next to Kavala and it is also connected to Thassos. Every day, the two largest
airports of Kavala and Alexandroupolis welcome many local and international flights, as
well as hundreds of passengers.

The National Kavala Airport "Megas Alexandros" (Alexander the Great) is located at the
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city of Chrysoupolis and services the prefectures of Kavala, Drama and Xanthi, while the

International Airport "Democritus” is located 7km outside of the city of Alexandroupolis.

The geographical position of the area near the development pole of Thessaloniki is an
important development advantage, especially with regard to its extroversion, as it
becomes a potential hinterland. However, the economic dependence on the competitive
urban and metropolitan center of Thessaloniki is a brake on the independent and self-
sustaining development of the region. Its proximity to the European States of Bulgaria and
(through it) Romania, as well as to Turkey, make Eastern Macedonia and Thrace the

country's gateway to the EU. and transnationally.

The Gross Regional Product of the Region of Eastern Macedonia and Thrace decreased
from 2010 (€9.2 billion) to 2017 (€6.95 billion), with slight recovery trends in the last two

years, following the national pattern of the Greek economy crisis.

Looking at the Gross Added Value of the Region by sector, 8% appears to be concentrated in
Agriculture - Forestry - Fishing activities, 20% is concentrated in industrial and manufacturing
activities and 72% in service-related activities. The region has historically shown economic
specialization in the agricultural sector with the percentage of Gross Added Value being twice
the national level, recording a significant interconnection of the primary with the other two
sectors. At the same time, the presence of the tertiary sector is particularly dynamic. The
corresponding distribution of Gross Value Added at country level concentrates 4% in primary

activities, 17% in manufacturing activities and 79% in services.

The economy of the region shows a recession in terms of its development in recent years,
while it is characterized by the dynamic presence of the tertiary sector, maintaining, however,
to a significant extent its traditionally rural orientation. The pressures on the region's economy
are due to a) the country's economic crisis, b) the fact that it is adjacent to regions that are
more competitive in terms of taxes and labor costs (Bulgaria) and c) the unfavorable

environment recently created by the epidemiological crisis of COVID19.

As far as it concerns Bulgaria, the focus of the research is the main financial instruments and
funds that are active on the territory of Blagoevgrad, Kardzhali, Haskovo and Smolyan regions

and provide opportunities for financing local businesses.

222 Main business activities, geography, relevant stakeholders in Bulgarian region

Blagoevgrad region is part of the South-West planning region, bordering Greece and North Macedonia, with the
regions of Pazardzhik, Smolyan, Kyustendil and Sofiyska. lts total area is 6,449 sq. km., which represents 5.8% of
the country's territory. Administratively, the region is divided into 14 municipalites (Bansko, Belitsa,
Blagoevgrad,Garmen, Gotse Delchev, Hadzhidimovo, Kresna, Petrich, Razlog, Sandanski, Satovcha, Simitli,
Strumyani and Yakoruda), 96 town halls and 280 settlements.

The data on the number of non-financial enterprises in the Blagoevgrad region of the Bulgarian National Statistical
Institute show a continuing downward trend - in 2021 their number reached 20,897 or a decrease of 0.5%
compared to 2020 (21,008 enterprises). It is positive that the rate of decrease is slowing down, considering that in
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2020 enterprises decreased by 832 enterprises or 3.9% compared to 2019 (21,840 enterprises), mainly as a result
of the economic crisis caused by the Covid-19 pandemic. In addition, the number of non-financial enterprises
relative to the population of the region remains far higher than the national average. Their structure is dominated
by micro enterprises (up to 9 employees), which make up 93.5% of their total number. Small enterprises (from 10
to 49 employees) are 5.6%, medium enterprises (from 50 to 249 employees) — 0.8%, and large enterprises (over
250 employees) form 0.1% of all non-financial enterprises in the region.

In terms of the number of employed persons, 2021 saw some recovery of the jobs "lost" in the worst year of the
pandemic. Thus, they grew by 1.9% (or 1,552 employed persons), reaching 84,789. For comparison, in 2019,
employed persons were 89,026 and reached 83,237 in 2020, decreasing by as much as 6.5% or 5,789 employed.

A positive trend is observed in terms of production. In 2021, values higher than the period before the pandemic
were recorded, reaching a value of BGN 5,748 million and catching up with the decline from 2020 of nearly 7.9%.

Table 1. Main economic indicators for Blagoevgrad region, 2018-2021

INDICATOR 2019 2020 2021
Non-financial enterprises (number) 21840 21008 20 897
Share of micro enterprises (%) 93,4 93,8 93,5
Share of small enterprises (%) 5,6 54 5,6
Share of medium enterprises (%) 0,9 0,7 0,8
Share of large enterprises (%) 0,1 0,1 0,1
Employees (number) 89 026 83 237 84 789
Produced output (million BGN) 5639 5194 5748

Source: Bulgarian National Statistical Institute

The main sectors in the economy of the Blagoevgrad region are some traditional industrial sectors, agriculture and
wood processing, as well as tourism.

Characteristic of the industrial development of the region is its strong polarization, as the enterprises are unevenly
distributed over the territory of the region, predominantly around the large ones and the regional center (more than
50% of the industrial enterprises are concentrated in the municipality of Blagoevgrad). The industry is multi-sector,
where the growth of traditional industries is observed at the expense of high-tech and science-intensive industries.
The leaders are mechanical engineering and electronics, and the textile, knitwear and clothing industries are
traditionally one of the main and most significant sectors for the industrial development of the municipality. It is
characteristic of the clothing industry that the main market for the industry's products (mainly clothing) are mainly
customers from Germany and Italy. The food industry is also highly developed, including activities related to the
production and processing of meat, processing and canning of fruits and vegetables, production of vegetable and
animal fats, production of milk and milk products, mill products, ready-made animal feed, bread, bakery and
confectionery, prepared foods, pasta, soft drinks and alcohol.

Agriculture is the main source of income for the population in the villages and for most of the municipalities in the
region and benefits from the natural and climatic features of the territory.

Cultivable land is 155,091 decares or 27% of the used agricultural area, the largest share of which is occupied by
cereals (38%) and technical crops (24%). The largest relative share of cereals is wheat, which occupies 57% of
the area, while corn, barley and oats are also grown. Potatoes have a significant share, followed by pulses and
fresh vegetables. The presence of geothermal springs in the Blagoevgrad region is a good prerequisite for the
development of the greenhouse production of flowers and vegetables. Among the permanent plantings with the
largest share are vineyards. There is a clear trend towards the development of organic farming.

Animal husbandry is not a significant branch, as the main share in it is the breeding of goats and, accordingly, the
production of goat's milk. At the same time, the climate and natural resources form a potential for development
based on the development of pasture animal husbandry and the production of certified ecologically clean
products.

Blagoevgrad region has a rich forest fund, and forestry is well developed, predetermining the development
opportunities of a number of municipalities on the territory of the region through logging, wood processing,
mushroom growing, herbalism and forest fruit extraction.
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It is nature, national parks and reserves that are the greatest assets of the region and make tourism the main
industry. Spa tourism is developing rapidly, because over a third of all mineral springs in Bulgaria are located in
the region. There is a well-developed bed base and various opportunities for recreation and tourism. Tourist sites
in the region attract a large number of tourists, a significant proportion of whom are foreigners. A big contribution
to this is the Bansko resort complex, which has established itself in recent years as a year-round destination.

The produced gross domestic product in the Blagoevgrad region in 2021 was BGN 3,785 million. Compared to
2020, its volume in nominal terms increased by 15.9%. The GDP produced in the region is 2.7% of the total for the
country. BGN 12,629 per person of the value of the indicator for the Blagoevgrad region, compared to BGN
20,212 for the country.

Foreign direct investments by enterprises from the non-financial sector in the Blagoevgrad region for 2021 amount
to EUR 507.3 million at current prices, which is 2.0% less compared to the previous year. Their share in the total
amount of foreign investments made in the country is 1.8% and, respectively, 3.0% of FDI within the Southwest
region.

In 2021, the value of foreign direct investments made in the services sector (trade; car and motorcycle repair;
transport, storage and post office; hotel and restaurant industry) was the highest — 222.5 million euros, or by 11.6
% less than the previous year. 153.2 million euros were invested in the enterprises from the Industry sector in the
region, which is 7.7% more compared to 2020.

Main business support organization are the regional offices of the national representative organizations of
employers in Bulgaria — resp. the Bulgarian Industrial Association, the Bulgarian Chamber of Commerce and
Industry, etc., such as:

- Regional Industrial Association — Blagoevgrad

- Regional Industrial Association — Bansko

- Regional Industrial Association — Razlog

- Regional Industrial Association — Simitli

- Regional Industrial Association — Sandanski

- Regional Industrial Association — Petrich

- Regional Industrial Association — Gotse Delchev

- Regional Industrial Association — Yakoruda

- Chamber of Commerce and Industry - Blagoevgrad

- Chamber of Commerce and Industry - Razlog

- Chamber of Commerce and Industry - Belitsa

- Chamber of Commerce and Industry - Yakoruda

- Chamber of Commerce and Industry - Kresna

- Chamber of Commerce and Industry - Strumyani

- Chamber of Commerce and Industry - Simitli

- Chamber of Commerce and Industry - Hadzhidimovo

- Chamber of Commerce and Industry - Petrich

- Chamber of Commerce and Industry — Sandanski, etc.

In addition, in the region of Blagoevgrad several branch organizations provide support to local SMEs:
- Bulgarian Construction Chamber
- Federation of bread producers and confectioners in Bulgaria
- Regional Viticulture Chamber
- Regional Agency for Economic Development
- Industrial Chamber of Commerce
- Union for economic initiative of citizens
- Chamber of architects in investment design.
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Survey among SMEs from the cross-border area regarding their needs for modern financial

instruments

31 Methodology - implementation of survey

The present study presents the results of the questionnaire which was answered by 65 companies operating in the
region of Eastern Macedonia and Thrace, in Greece and by 30 companies operating in Blagoevgrad region in

Bulgaria.

The purpose of the questionnaire is to map the needs of enterprises regarding the financial instruments available,
to explore the cross-border relations of companies with the two countries of Bulgaria & Greece, to describe the

current situation in the cross-border area as well as the difficulties and opportunities faced by enterprises.

The questionnaire consists of 5 sections of questions:
e  Section 1 (general information),
e  Section 2 (financial data of the company for the last 3 years),

(

(
e Section 3 (scientific research and development activity),
e Section 4 (financing of the company in the next 3 years),
(

e  Section 5 (activity in Bulgaria).

The first section presents information on the year of establishment, address, main activity and size of the
enterprise. This section has the aim to categorize the responses by regional unit, company size and company age.
The second section presents questions concerning the income for the year 2022, sources of external financing,
the purposes for using this external financing, the leases of the enterprise for vehicles, equipment, etc.,
information on applications for bank loans made by the enterprise and the reasons for refusal of loan provision,
the plans of the firms of getting financing in the future. This section has the aim of gathering of data on the way of
financing and the drawing of conclusions on the course of the companies in the previous three years. The third
section presents information regarding the firm's investments in Research and Development, the firm's
cooperation with research organizations for the development of innovative products, processes and services. The
purpose of this section is the gathering of the data on scientific research and development activity basis, on the
possibilities of cooperation with research organizations for the development and implementation of innovative
products, processes or services and drawing conclusions on the relevant action in the coming three years. In the
fourth section, the questions concern the possibility that the company may need external funding in the future, the
company's applications for grants from operational programs funded by the European Union in the period 2014-
2020 (e.g. the Operational Program "Competitiveness, Entrepreneurship and Innovation", the Rural Development
Program, etc.), the amount of grants the company has received under any of the operational programs so far, the
company's knowledge of the funding opportunities from the European Union in the new programming period
(2021-2027) and the new funding opportunities under the Recovery and Resilience Plan, the support that the firm

needs to successfully apply for a loan from a commercial bank or grant program. The purpose of this section is to
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collect data on the sources of funding for companies in the immediate future (in the next 3 years) and to draw
conclusions on the trends and corporate plans in the focused region regarding funding. The fifth section of
questions presents information on business partnerships in the Bulgarian market, the company's possible
intentions to expand in Bulgaria, the company's knowledge of the Bulgarian business environment (e.g. tax
system, social security system, local business culture). This section aims to gathering of data on possible activity

in Bulgaria at present or in the future.

The 65 responding enterprises are distributed between the regional units of Xanthi, Evros, Rhodope, Kavala and
Drama. The enterprises are active in a wide range of sectors such as electricity production (including renewable
resources), Tourism, Wholesale trade, Mining industry, Food industry, Food industry, Manufacturing industry,
Retail trade, Food industry, Engineering activities, Financial and insurance activities, Food service activities, Food
service activities, Information technology, Agriculture, forestry and fishing, Wholesale trade. The size of the
companies ranges from Very Small (up to 9 staff) to Medium (between 50 and 249 staff). Further details will be
analyzed in the part below which presents a summary of the companies' responses. For each response we
present the breakdown of firms by response via graphs along with the associated commentary and description of

the responses.

3.2 Results and conclusions of the conducted survey in the cross-border area

3.21 Results and conclusions of the conducted survey in the Greek area

Section 1 “General information”

1.2, Yaar of astablishrmant

B OTISN TERILL

3 |H|-..
5 (7
it

| 18 | HJod 5%

L | THL & L 4 | 3% |
ot AR o e R e B R - I K EAN-
lllllllllllll lllllll I |I llllllllill

1955 2002 2006 2007 22

First, we consider the establishment of the companies. It is apparent from the diagram that
almost half of the companies are established before the introduction of the euro in Greece.
Although, the debt crisis in Greece caused a lot of issues concerning the viability of companies
and consequently in the area of East Macedonia and Thrace, we observe that a considerable
number of companies are founded in the period after 2010. By some means, we can confirm

that the crisis itself creates opportunities for businesses.
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From the above pie chart, we can observe that the headquarters of the companies that
participated in the research, appear to be located mainly in the region of Xanthi (46,2%) and
Rodopi (29,2%) and to a lesser extent in the region of Evros (13,8%). We observe that almost
90% of the companies are located in the region of Thrace and only 10% in the region of East
Macedonia.

1.4, Main activity (Choose only one answer)
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The main activities of the companies that responded to the questionnaire are as follows:
agriculture, forestry and fishing, manufacturing, mining industry, food industry, construction,
tourism, wholesale and retail trade, and financial and insurance activities. We observe that

secondary and tertiary sectors’ activities are mostly presented.
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modern financial tools

1.5 Company siza
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Not surprisingly, the size of the companies is very small (69,2%), meaning that the company
employs at most 9 people. This is an alarming characteristic of Greek companies that are
mainly considered family businesses. 20% of the companies are characterized as small
(employ between 10 and 49 people), and finally, only 10,8% of the companies employ
between 50 and 249 companies.

Section 2 “Financial data of the company for the last 3 years”

The second section of the questionnaire is focused on the financial status of the companies in

the last three years.

2.1, What ks tha revanee of the company you represent for 20227 (Choose anly one answar)
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The income of the businesses is closely related to their size. 77% of the companies present an
income that does not exceed 500.00 euros. 15,4% of the companies are between 500.000
euros and 2.000.000 euros, and only 7,7% of the responding businesses surpass 5.000.000

euros.
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modem financial tools

L2, From where does your company secure The necassary axtemal firancing if necessary 7 (You
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In the question “How does your company secure external funding if it is necessary?’, we
observe that the respondents rely mostly on bank loans (42,2% or 27 out of 65), while funding
through European programs comes second with 28,1%. In the third position, we have funding
through national programs (7 out of 65). Funding through leasing (only one company), and
especially fast loans and business participation are not considered as funding alternatives.
Interestingly, 34,4% of the companies do not need external funding. However, we cannot
conclude whether this result is due to the good financial position of the companies or on the

contrary it is due to the inability to raise capital through external financing.

2.4 In the last 2 vears have you used an operating lease (usEng an asssl far aperational neads

withaut owning i), e.g. for vehicles, equipment, #o.?
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In the question “Have you used operational leasing opportunities in the last three years?”, 80%
of the respondents have not considered operational leasing, or otherwise, only 20% of the
companies made use of operational leasing in the last three years. However, we cannot
conclude if this result is due to the nature of activities, the very small size of the companies, or
the lack of familiarity with modern financial tools.
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In the question “Have you used financial leasing opportunities in the last three years?”, 78,5%
of the respondents have not considered operational leasing, or otherwise, only 21,5% of the
companies made use of financial leasing in the last three years. However, we cannot conclude
if this result is due to the nature of activities, the very small size of the companies, or the lack

of familiarity with modem financial tools.

.5, 1in the las 3 vears (2020 — 222) tha camgany you regresant used extemal financng [eg bank

laan, EU funds ar ofher sounce), fod whal puiposes... 1 msed? (Yad can chooSe mode 1han anse  answer |
07 o7 TAEIEL

Eopdhon Khmanc

Enpy oo oo Cermuinag n
Encpwiioog oo miyio dudan

Bty auonmpdrry BTy .

EspOpjicrt] FOpwOADVIOL MAAD. .

19 [20,8%;
29 (35, 0%
0 0%

3 (4. 5%)

6]

BriThuoon DyCpyomirs amod. . T {10 4%)
Emyun ANE f (5%
Exsoussl W arwtemeedy Crh . . -2 (X%}
BakTiLearn Ty CuBrEL L. .. LT
MipooXmyin) SE0U TRCaTmEs) B ¥%]

ExmaBiruan wm etk mw. ..
ALy podarrL
i

3 14.5%]
30 (a4, 5%)

When external funding took place in the last three years for the companies in our sample, we
observe that this funding was intended for investments in tangible assets (36,9%), working
capital needs (29,2%), improving energy efficiency (10,8%), hiring people (9,2%), application
of information technology (9,2%), improving working conditions (7,7%) and to a lesser extent
for the introduction of management systems (4,6%), employee training (4,6%), Research &
Development (3,1%) and investment in renewable energy sources (1,5%). 43,1% of the

companies in our sample do not apply for external funding.
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Reasons for a bank refusal are mainly the bad financial situation of the company, insufficient
working capital, insufficient capital base, insufficient collateral, and poor business/credit
history. Interestingly, the vast majority of companies responded that they have never applied

for a bank loan (40%). Moreover, 29 out of 65 responded that their application for a bank loan
was accepted.
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In the question “If you look for external funding in the next three years?”, the vast majority
responded that they will invest in tangible assets (60%), working capital needs (32,3%),
improvement in energy efficiency (30,8%), application of information technology (29,2%),
hiring people (24,6 %), the introduction of management systems (20,0%), employee training
(15,4%), investment in renewable energy sources (12,3%), Research & Development (15,4%)

and improving working conditions (15,4%) and to a lesser extent for intangible assets (9,2%).

Section 3 “Research and Development Activity”
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According to the response to this question, a significant part of the firms which compose the
sample (44,6%) claims that the research activity is optional for its business activity. According
to the statistical analysis results, the first conclusion is that these firms are classified as small

entities with simple production procedures and a family framework governance.

3.2, Do yau think that inthe naxt 3 years you will need 1o work with research arganizations to

develop and implement innovative products, processes or services?
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The response to this question needs to be clarified in line with the response to the first
question. Specifically, 36.9% of the sample estimated the importance of this action and
provided a positive opinion for the necessity in the future. lllustrated this response, a logical
hypothesis is that the recent pandemic crisis of COVID-19 created new terms in the business
organization with the main characteristics of the development of new technologies in all
operational structures of a firm. All these changes affect accounting figures such as the

administrative and distributional costs, the sales level, etc.

Section 4 “Firm’s financing”
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Most firms (53.8%) estimate the upper level the amount of 100.000€. The small size and the
administrative status of the firm justify this response. However, the discussion of the accurate

level of external funding includes the analysis of the borrowing terms.
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According to the response to this question, most firms (66.2%) have never used this financing
tool. The first conclusion for these answers is the need for relative information from these

alternative finding sources.
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In this case, the response of the firms is interesting, and in line with the previous questions,

51% have yet to receive any subsidy. The lack of relative information justifies this fact.

4.4, Da yau know the funding possibilities from the Eurspean Linion during the new programmiing
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Most firms (53,9%) were informed about the ability to secure funds from the European Union.
However, 38,5% need more Knowledge about this issue. A significant conclusion is the low

level of relative information for numerous firms.

4.5 are your aware of the new funding apperiunities inder the Recovery and Resilionce Plan?
{Choose anly one answer)
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Several firms (43.1%) were informed about the ability to secure funds from the European
Union. However, 32,3% need more Knowledge about this issue. A significant conclusion is the

low level of relative information for numerous firms.
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Numerous firms (33.8%) claim they did not need support. However, the rest of the sample,
which is the majority, need support in the various stages of this procedure, especially in the
configuration of the financial leverage, the evaluation of the borrowing terms, the construction
of the business plan, etc. The main conclusion of this analysis concerns the different

information levels between the firms—this asymmetry affects the decision-making process.

Section 5 “Activity in Bulgaria”
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The majority (72,3%) of the answers are negative. This is justified because most of these firms

need more knowledge of the abilities and the chances in the Bulgarian market.

22/66

Grecce-Bulgaria
FHAMCIAL ST HERTE



D.3.2: Identification, Recording and Evaluation of all suitable existing SMEs located in the cross border area that can apply for funding from
modern financial tools
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Most of the sample (58.5%) is negative about expanding its business activity in Bulgaria, while
a significant part (33.8%) has yet to decide. This fact is connected with the legal framework in
this country, the estimation relevant two the performance of the Bulgarian economy in the

following years, the corruption level etc.
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Most of the sample (77%) declared less or non-knowledge. This fact shows that most firms

avoid developing any corporation and activity in the neighboring country.
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3.22  Results and conclusions of the conducted survey in the Bulgarian area

The present study presents the results of the questionnaire which was answered by 30 companies operating in
Blagoevgrad region in Bulgaria.

The purpose of the questionnaire is to map the needs of enterprises regarding the financial instruments available,
to explore the cross-border relations of companies with the country of Greece, to describe the current situation in
the region as well as the difficulties and opportunities faced by enterprises.

The questionnaire consists of 5 sections of questions:
- -Section 1 (general information),
- -Section 2 (financial data of the company for the last 3 years),
- -Section 3 (scientific research and development activity),
- -Section 4 (financing of the company in the next 3 years),
- -Section 5 (activity in Greece).

The first section presents information on the year of establishment, address, main activity and size of the
enterprise. The second section presents questions concerning the income for the year 2021 (the last the last
financial and accounting year closed, as the survey was conducted in the period January-February 2023), sources
of external financing, the purposes for using this external financing, the leases of the enterprise for vehicles,
equipment, etc., information on applications for bank loans made by the enterprise and the reasons for refusal of
loan provision, the plans of the firms of getting financing in the future. The third section presents information
regarding the firm's investments in Research and Development, the firm's cooperation with research organizations
for the development of innovative products, processes and services. In the fourth section, the questions concern
the possibility that the company may need external funding in the future, the company's applications for grants
from operational programs funded by the European Union in the period 2014-2020 (e.g. the Operational Program
"Innovations and Competitiveness”, Operational Program “Human resource development”, the Rural Development
Program, Financial mechanism of the European Economic Area and Norwegian Financial mechanism, efc.), the
company's knowledge of the funding opportunities from the European Union in the new programming period
(2021-2027) and the new funding opportunities under the Recovery and Resilience Plan, the support that the firm
needs to successfully apply for a loan from a commercial bank or grant program. The fifth section of questions
presents information on business partnerships in the Greek market, the company's possible intentions to expand
in Greece, the company's knowledge of the Greek business environment (e.g. tax system, social security system,
local business culture).

The 30 responding enterprises are all registered in the region of Blagoevgrad.

The enterprises are active in a wide range of sectors such as Electricity production (including renewable
resources), Tourism, Mining industry, Food industry, Manufacturing industry, Food industry, Engineering activities,
Financial and insurance activities, Information technologies Agriculture, Trade & Wholesale.

The size of the companies ranges from micro enterprises (up to 9 staff) to Medium (between 50 and 249 staff).

Further details will be analyzed in the part below which presents a summary of the companies' responses.

For each response we present the breakdown of firms by response via graphs along with the associated
commentary and description of the responses.
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Section 1 “General information”
Q 1.2. Year of registration of the company
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First, we consider the establishment of the companies. It is apparent from the diagram that majority of the
companies were registered more than 5 years ago and, accordingly, are sustainably present on the local market.
Moreover, these are companies that have withstood the pressure of the Covid-19 crisis. Some of the companies -
respondents are even registered in 2022, namely after its passing and the observed recovery of the local and
national economy.

Q 1.3. Address
All respondents are registered in the region of Blagoevgrad.

Q 1.7. Main activity of the company
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The main activities of the companies that responded to the questionnaire are as follows: manufacturing, wholesale
and retail trade, construction, tourism, creative industries, and financial and insurance activities. We observe that
secondary and tertiary sectors’ activities are mostly presented.
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Q 1.8. Size of the company
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The structure of the sample is in accordance with The distribution of the enterprises in the sample by their size is
corresponding to their structure in the economy of the region of Blagoevgrad, respectively micro-enterprises
prevail (70,0%), followed by small (23,0%) and medium-sized enterprises (7,0%).

Section 2 “Financial data of the company for the last 3 years”

The second section of the questionnaire is focused on the financial status of the companies in the last three years.

Q 2.1. What is the revenue of the company you represent for 20217?
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The results show that every second company has revenues for 2021 of up to EUR 50,000, which logically
corresponds to the number of micro and small enterprises that are covered by the survey. Another 20% share that
their turnover for the researched period is between EUR 50,000 and BGN 150,000, and the share of companies
whose turnover is over EUR 500 000 is 16%.
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Q 2.2. From where does your company secure the necessary external funding if necessary?

22, 07 Ene BT CpraHuIan e GHINIG CW DCURYRARE HecBEoMMOTO BRIELNG fuHARcHpIHE
NPY HEBAgMMacT?
A0 BT TR

N Pepibeawie i B4 (48 T
T B e T S e Bk e, ErELT
Ll rescmei 1 o v 00 L%
CiT S wpaanmi 0 (0%

S G N (RS AT T R O )

e TR YT O S T T 205 TR
IDENBACTEO N Hytean e w280, i}
o o simta o s, .. N 51,55

[= 5 il 15 ]

Interesting results are reported regarding the sources of external financing - every second company says that it
did not use external financing, and most often the source of finance, in case of need, is commercial banks. The
micro enterprises from the sample (69% of the positive responses), with revenues up to EUR 50,000 (30%) and
with revenues between EUR 50,000 and 150,000 (30%) benefit most often from a bank loan.

Individual respondents share that they used financing from the Bulgarian Development Bank, as well as from
European financing under grant schemes. This exhausts the sources of external financing for the companies from
the Blagoevgrad region covered by the study, and potential opportunities such as equity/risk capital funds, the
Bulgarian Stock Exchange have not been used.

Q 2.3. In the last 3 years have you used an operating lease (using an asset for operational needs without owning
it), e.g. for vehicles, equipment, etc.?
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Q 2.4. In the last 3 years have you used an financial lease (using an asset by acquiring it “for payment”) e.g. for
vehicles, equipment, etc.?
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Only 10% of the respondents used in the period 2020 - 2022 an operating lease (use of an asset for operational
needs without its acquisition) or a financial lease (use of an asset with its acquisition "on payment"), e.g. for
vehicles, equipment, etc. However, it cannot be concluded if this result is due to the nature of activities, the very
small size of the companies, or the lack of familiarity with modern financial tools.

Q 2.5. If in the last 3 years (2020-2022) the company you represent used external financing (e.g. bank loan, EU
funds or other sources), for what purpose it was used?
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Firms that have used external financing in the past three years report that it was mostly for working capital (33%),
hiring new staff (20%) and investment in tangible fixed assets such as buildings, land, machinery , equipment,
means of transport, etc. (16%). The companies that used financing for working capital are predominantly micro
enterprises (66% of the positive responses) from various economic sectors and with revenues up to EUR 50,000.
In separate cases over the last three years, respondents have used external financing to improve energy
efficiency and introduce renewable energy sources, as well as to improve working conditions at the workplace.
None of the respondents used funding for research and development and only 1 company used for the purpose of
implementing long-term intangible assets (eg patents, utility models, etc.). The share of those who used financing
for the purpose of implementing information technologies (e.g. website and mobile application development, cyber
security, ICT solutions for optimizing management, production and logistics processes) and introducing quality
management systems, for the environment and etc. (ISO).
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Q 2.6. If you applied and were denied a bank loan, what was the reason?
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Only 1 respondent said that he was refused a bank loan, and the reasons for this was company's poor financial
condition (eg high indebtedness). Every second company from the survey has successfully applied for bank loan
(56,7%).

Q 2.7. If you are going to seek external funding (e.g. in the next 3 years) for what purposes will it be?
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Regarding the plans for the next 3 years, the respondents say that they will need it first of all for investments in
fixed tangible assets (47%) and for working capital (37%). In contrast to the period 2020-2022, characterized by
the consequences of the Covid-19 pandemic, the war in Ukraine and the associated ever-increasing operational
costs, there is a shift in the focus of enterprises towards increasing resilience. Accordingly, intentions to increase
non-energy efficiency and implementation of renewable energy sources are identified among a larger share of
surveyed enterprises, as well as for the implementation of quality management systems and staff training.

In conclusion, the analysis of data related to business financing strongly indicates the need to diversify the
sources of financing for enterprises, so that they can more easily and more efficiently not only meet the needs of
their business, but also provide possibility for their growth and optimization, including in accordance with modern
requirements for sustainable development and use of the opportunities provided by Industry 4.0. Moreover, the
use of diverse sources of external financing will create conditions for starting new ones and improving local
economic development. This can be achieved by providing additional information, promoting and encouraging the
use of various sources of external funding, including number of financial instruments. It is here that the role of
organizations in support of business stands out, including Bulgarian Chamber of Commerce and its regional
organizations, which can provide information and advice to its members and to local business in general.
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Section 3 “Research and Development Activity”

According to data for 2022, Bulgaria is once again in the penultimate place among the member countries in terms
of its innovation performance. Moreover, the country's innovation performance is weaker than that of a number of
candidate countries for membership that do not have access to European structured funding, which Bulgaria
mainly relies on to subsidize its science and innovation policy in recent years.

Q 3.1. Does your company conduct research and development?
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The survey among the companies from the region of Blagoevgrad found that only 13,3% of them shared that
research and development activities are carried out in the organization. This is realized both through an internal
team of researchers within the company and also through cooperation with universities or scientific research
institutes. One of the respondents shared that he applies a combination of both methods mentioned above. In
75,0% of cases, innovations are implemented with external financing, most often from commercial banks and the
Bulgarian Development Bank.

It is interesting to note that the majority of respondents believe that they do not need research and development
activities - as many as 76,7%. Most often these are micro enterprises (70,0%), from the trade and services sector,
with revenues for 2021 in the amount of up to EUR 50,000 (61,0%).

Another 10% of the surveyed companies share that they need research and development activities, but not the
necessary funds. At the same time, the results of the previous section show that companies have not used in the
last 3 years, and are not inclined to use external financing for such activities in the future. This unequivocally
shows insufficient knowledge of the various possibilites for obtaining financing under various
funds/instruments/programs, so that companies become more innovative and therefore competitive, including on
international markets.

Next, when asked whether they expect in the next 3 years to have a need to collaborate with scientific research
organizations to develop and implement innovative products, processes or services, the positive answers are 23%
against 27% of the negative answers. Every second company says it cannot estimate.
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Q 3.2. Do you think that in the next 3 years you will need to work with research organizations to develop and
implement innovative products, processes or services?
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It is clear from the data that a large number of companies are not sufficiently aware of the need to introduce
innovations in every aspect of an enterprise's activity — at the product, process and/or service level. This is natural,
taking into account the low levels of implementation of innovations in the Bulgarian economy, and enterprises from
the Blagoevgrad region are no exception. At the same time, the proximity to two national borders - with Greece
and the Republic of North Macedonia, as well as the presence of educational institutions in the region and the
proximity of the capital Sofia, create serious prerequisites for enterprises from the Blagoevgrad region to switch to
a more innovative way of doing business by overcoming of established attitudes towards traditional production.

Section 4 “Firm’s financing”

Q 4.1. In the event that in the next 3 years you think you will need external financing for the development of the
company’s activity, what would be its amount?
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The results of the survey show that every third company expects to seek external financing for its activities in the
amount of up to EUR 50,000. Another 10,0% expect to need financing between EUR 50,000 and 100,000, while
for 26,7% the requested amount would be between EUR 100,000 and 250,000. Nearly 17,0% of companies
believe that they will not need external financing for their activities at all.
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Q 4.2. Have you applied for a grant to any of the operational programs funded by the EU in the period 2014-20227
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Next, there is a low share of companies that have applied for grants under any of the operational programs
financed by the European Union in the period 2014-2022 - only 30,0% of the respondents submitted a project
proposal. At the same time, all these project proposals have been approved and financed, respectively, under one
of the following financing programs:

+ Operational program "Innovations and competitiveness", incl. on measures to overcome the consequences of
the Covid-19 Pandemic

* Operational Program “Human Resources Development”

* Financial Mechanism of the European Economic Area

The difference with the results of section "SECTION 2. BUSINESS FINANCING IN THE LAST 3 YEARS" is due to
the different period that is examined (respectively Question 2.2. and Question 4.2. of the questionnaire). At the
same time, the comparison of the data shows that the companies that gave a positive answer applied with projects
most often more than 3 years ago. Therefore, in conclusion, it can be said that the investigated companies from
the region of Blagoevgrad not only have a low interest in applying for the various donor programs, but also their
activity decreases over time. This is further proven by the next question in the questionnaire, namely whether they
know the funding opportunities from the European Union in the new program period, to which more than half of the
respondents gave a negative answer.

Q4.4. Do you know the funding opportunities from the EU during the new programming period?
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The data obtained regarding the knowledge of financing possibilities under the Recovery and Sustainability Plan
are similar - every second company gives a negative answer.
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Q 4.5. Are you aware of the funding opportunities under the Recovery and Resilience Plan?
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Q 4.6. What kind of support do you need to successfully apply for a commercial bank loan or grant scheme with
EU funding?
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Asked what they additionally need in order to successfully apply for a loan from a commercial bank or under a
grant scheme with European funding, the companies shared that it is mostly:
+ More information about the possibilities and application conditions (50,0%)
+ Consulting assistance with the application, e.g. for the preparation of a business plan for a bank loan or the

application form for a project (50,0%)
+ Assistance in the implementation of the project or in the realization of the investment (33,3%)’

' The number of responses exceeds the number of respondents, as the question allows more
than one answer.
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Section 5 “Activity in Bulgaria”

Q 5.1. Do you currently have business partnerships in the Greek market?
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The results of the survey show that every third company of the respondents has business contacts on the Greek
market and accordingly sells goods and/or services to it. These are predominantly micro and small enterprises
(77,0% of positive responses) from the processing industry. However, neither company shares about production
cooperation with Greek companies or the presence of its own enterprise in Greece.

Q 5.2. Are you planning to expand your company in Greece in the next 3 years?
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33,3% of companies say they plan to expand their business in Greece in the next three years.
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Q 5.3. How well do you know the business environment in Greece (e.g. tax system, social security system, local
business culture, etc.)?

Most of the respondents (76,6%) declared less or non-knowledge. This fact shows that most firms avoid
developing any corporation and activity in the neighboring country.
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In the context of these results, are also the data on how well local companies know the environment for doing
business in Greece (e.g. tax system, social security system, local business culture) - one third of the surveyed
companies say they know them "very well' or 'to some extent'.
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4 Financial Tools/Instruments vs SMEs

4.1 Methodological Framework — grouping of SMEs based on previous chapters

The purpose of the present tool is to evaluate the suitability of introducing one or more of the existing financial
instruments for the enterprises in the specific geographical region, at the local level according to the evaluation

criteria as developed by the team and described below.

The methodology used to categorize and analyze the programs is the Multiple-criteria decision analysis. Multi-

criteria analysis is undertaken to make a comparative assessment between projects or heterogeneous measures.

In the evaluation field, multi-criteria analysis is usually an ex ante evaluation tool, and is particularly used for the
examination of the intervention's strategic choices. In ex post evaluations, multi-criteria analysis can contribute to

the evaluation of a program or a policy through the appraisal of its impacts with regards to several criteria.

Steps involved in multi-criteria analysis are the selection of the field of application and determine the intervention
rationale, the choice of the judgement group, the choice of the technical team responsible for supporting the
judgement team group, the establishment the list of competing activities to be included in the analysis, the
determination of judgement criteria, the determination of each criterion's relative weight, the formulation of a

judgement per criterion and finally the aggregation of judgements

This methodology explicitly evaluates multiple criteria — that are analyzed in the following chapters — in decision

making concerning the variety of the financial tools.

The categories of the financial tools/instruments refer to the many ways in which the funding calls can be

categorized based on the special features of each call. The most common categories of each call are the:

Business activity

Company size

Pillars

Source of funding

Maximum budget per investment project
Purpose of financial aid

Type of aid

Evaluation method

© © N o g k~ w DD =

Obligations and duration after the completion.

Business activity

The investment calls can be categorized based on the business activities in which the eligibles
businesses operate. The different business activities can be divided into the following five

general categories:

e  Manufacturing
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e Tourism
e  Services
e Agriculture

e  Commerce

Each call contains eligible activities from one or more of the five categories.

Company size

The size of a company is divided based on the financial figures of the beneficiary for the last
year/s. The size of a company is calculated according to the number of employees of the
company as well as its turnover and total assets. The different size categories for each

business are as follows the following:

e Very small

e Small

e Medium

e large
Pillars

The pillar in which the financial tool/instrument belongs to is a way of categorizing them based
on their general objective in the RRF. The pillars for the RRF are Green, digital, Employment,
skills, and social cohesion, private investment and economic and institutional transformation.

Each financial tool/instrument may refer to more than one pillar.

According to the European Regional Development Fund (ERDF) and the European Social
Fund (ESF) the main pillars-objectives of the New Programming Period 2021-2027 are the

following five:

Policy Objective 1: A smarter Europe by promoting innovative and smart economic
transformation. The objective concerns the interconnection of research with the country's
production network, the adaptation of business activity to the new competitive environment, the
strengthening of the innovative capacity of small and medium-sized enterprises, the facilitation
of access to financing and the expansion of the range of financial tools by creating of a
business-friendly institutional environment, as well as the digital transformation of the Greek
public administration, the state and the economy. It also includes meeting skills needs in the
context of smart specialization, industrial transition and supporting digital transformation.

(Funding Fund: European Regional Development Fund-ERDF)

Policy Objective 2: A greener, low-carbon Europe by promoting the just transition to clean
energy, green and blue investments, the circular economy, climate change adaptation,

prevention and risk management. The aim is to create a greener Greece and Europe with low
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carbon emissions through the promotion of energy efficiency measures, the promotion of
renewable energy sources, the development of smart energy systems, networks and storage
equipment, the rational and sustainable management of water resources, the circular
economy, climate change adaptation, risk prevention and management, as well as biodiversity
enhancement, green infrastructure in the urban environment and pollution reduction.

(Financing Funds: European Regional Development Fund (ERDF), Cohesion Fund)

Policy Objective 3: A more interconnected Europe by strengthening mobility and regional
interconnections. The objective concerns the development of a sustainable, safe, coherent and
interoperable transport system (road, rail, sea), the promotion of sustainable multimodal urban
mobility, as well as the strengthening of digital connectivity (broadband networks, development
of modern network infrastructures, optical fibers and 5G networks). (Financing Funds:

European Regional Development Fund (ERDF), Cohesion Fund)

Policy Objective 4: A more social Europe through the implementation of the European Pillar of
Social Rights. The objective concerns the sectors of employment, education and lifelong
learning, health and social protection. It includes the promotion of education, training and
lifelong learning, as well as the development of active employment policies to increase
employment and combat unemployment. It also includes the promotion of equal opportunities
for everyone (especially women, young and long-term unemployed, children, elderly people,
residents of remote and degraded areas, the disabled, Roma, citizens of third countries, the
mentally ill, etc.), in the strengthening of infrastructure and social actions protection and
inclusion of vulnerable social groups and people at risk of poverty or social exclusion, as well
as strengthening health care systems (Financing Funds: European Regional Development
Fund (ERDF), European Social Fund-ESF).

Policy Objective 5: A Europe closer to its citizens by promoting the sustainable and integrated
development of urban, rural and coastal areas, as well as by supporting local initiatives
(Financing Funds: European Regional Development Fund (ERDF), European Social Fund-
ESF). The objective concerns in strengthening integrated interventions in urban areas that
promote the sustainable development of the urban fabric, culture and security, in the
implementation of integrated strategies in mountainous, rural and coastal areas aimed at
sustainable development, accessibility and promotion of cultural heritage, in the
implementation of integrated strategies in the island regions and island clusters aimed at
sustainable development, accessibility, the promotion of cultural heritage and the exploitation
of their prospects and in integrated strategies in areas that show spatial and thematic
continuity, with the possibility of exploiting wealth-producing resources and special local

characteristics - cultural, local production, tourist activity.

In the final analysis for the current project the six main pillars are the following:

o Digital
e Green
e Innovation
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e Tourism
e Exports
e Social

Source of funding

The source of funding refers to the body from which the funding is derived. The main sources

of funding are:

e NSRF

e RRF

e The State

o  Financial institutions
e Third party

Maximum budget per investment project

The maximum budget per investment for each business, according to data of experience and

past programs, is divided in the following categories:

e Micro budget: up to 50,000 euros

o  Small budget: 50,001 — 400,000 euros

e Medium budget: 400,001 — 2,000,000 euros
e Large budget: above 2,000,000 euros

Purpose of financial aid
As far as it concerns the purposes of the financial aid, are the mainly the following three:

e Investment
o Working capital

o  Operating Expenses

Type of aid

The types of aid refer to the different types in which the aid can be received and can be divided

into the following:

e Grant
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In Grant the beneficiary receives the aid in the form of a cash amount. The cash
amount can be fixed for specific expenses or is derived from the cost of the eligible
expenses according to the aid intensity mentioned in the call for the region in which
the beneficiary operates.

Tax exemption

Tax exemption consists of the exemption from the payment of income tax on the
realized pre-tax profits, that arise on the basis of the relevant tax legislation, from all
the activities of the company, minus the tax of the legal person or legal entity that is
apportioned in the profits distributed or assumed by the shareholders. The amount of
the tax exemption is calculated as a percentage of the value of the subsidized costs
of the investment project or the value of the new mechanical and other equipment,
which is acquired through leasing.

Leasing subsidy

Leasing subsidy consists of the coverage of part of the lease installments paid, that
is agreed for the acquisition of new mechanical and other equipment, determined as
a percentage of their acquisition value according to the aid intensity and included in
the installments paid.

Subsidizing of the cost for new employees

Subsidizing of the cost for new employees covers part of the wage costs of the new
jobs created and linked to the investment plan and for which no other state aid is
received. The amount of the subsidy is determined based on the cost of the
investment costs, the aid intensity as well as the total cost for the new employees.
Voucher

In voucher the beneficiary receives a voucher with the amount of the subsidy which
can be used to acquire a product for a lower price or for free.

Subsidy of interest in business loans

In Subsidy of interest in business loans the beneficiary is entitled to a lower interest
rate for the agreed business loan. The granted amount is deducted from the amount
paid for the loan interest and therefore results in lower installments for the business
loan.

Subsidy of guarantee in business loans

In subsidy of guarantee in business loans the guarantee covers the losses incurred
to the financial institution in any case of overdue payments of the eligible loan,
according to the Guarantee Rate and based on the max agreed amount between the

financial institution and the Greek Development Bank.

Evaluation method

The evaluation methods for the applications are the following:

comparative evaluation method
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In comparative evaluation process, all applications that meet the terms and
conditions of each program are evaluated, based on criteria such as the available
shareholder/partner funds, the coverage of equity participation with foreign funds and

the financial analysis of the investment.

FIFO evaluation method

FIFO (first in, first out) is an immediate evaluation process. An independent
evaluation is carried out of each legitimate and within the prescribed time limit

application, based on the principle of time priority.

Mixed evaluation method

The mixed evaluation method combines characteristics of both the comparative

evaluation method and the FIFO evaluation method.

Obligations and duration after the completion

As fa as it concerns the obligations after the completion of the funding project are categorized

upon the criterion of the duration, in the three following categories:

No obligations

Short term obligations, that last up to 3 years after the completion of the funding
project

Long term obligations, that last more than 3 years after the completion of the funding

project.

According to the Bulgarian partner approach the Scale for evaluating the suitability of the

introduction of one or more of the existing financial instruments for enterprises at the local

level can be seen in the following table.

According to the Bulgarian partner approach the indicators for the evaluation were based on

the responses of the enterprises, regarding their willingness to be financed and the popularity

of the financial instruments in the specific geographical region. Based on the enterprise’s

responses, our team recognized the following indicators in order to evaluate the financial

instruments in the specific geographical region:

el

Popularity of the financial instruments
Usage of the financial instruments
Availability of financial instruments

Type of future need of financial instruments
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5.
6.

Materiality of need of financial instruments

Willingness of enterprises to benefit from the financial instruments

Furthermore, in order to obtain better results, in the Appendix, we will categorize the

enterprises in the geographical region according to the following criteria:

Sub-region

Total Turnover

For the Sub-region indicator we will categorize the enterprises based on the following criteria:

Region Unit of Rodopi
Regional Unit of Kavala
Regional Unit of Evros
Regional Unit of Xanthi

Regional Unit of Drama

Lastly, for the Total Turnover indicator, we will categorize the enterprises based on the

following criteria:

Turnover up to EUR 100,000
Turnover between EUR 100,000 - EUR 500,000
Turnover between EUR 500,000 - EUR 2 million

Turnover over EUR 5 million.
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4.2 Evaluation Matrix - SMEs vs basic elements of tools

According to the Bulgarian partner approach, based on the information gathered from local sources above, the

following assessment was made:

Evaluation Matrix — basic elements of tools

Table 1. Criteria and Assessment scales

Criteria

Assessment scale

1. Popularity of the

Most Popular Financial

Instument based on the

Second most Popular

Financial Instument

Third

Financial

most Popular

Instument

Fourth most Popular

Financial Instument

financial instruments

respones based on the respones | based on the respones | based on the respones
Rate 10 8 6 4

Combination of

2. Usage of the investments in Assets, | Investments in Assets | Investments in [ Investments in Working
financial instruments | Research, Innovation | and Research Innovation Capital and Other
and working capital
Rate 10 8 6 4
Rejection  due to [ Rejection due to
Rejecton  due to | External ~ Conditions | Intemal Conditions
3. Availability of o o )
Acceptance Insufficient funds of the | (Poltical Situation of the | (Bad Economic
financial instruments
financial instrument Country, Global | Condition of the
Economy efc.) Enterprise)
Rate 10 6 4 2
Combination of
4. Type of future need | ) ) ) ) )
investments in Assets, | Investments in Assets | Investments in [ Investments in Working
of financial
Research, Innovation | and Research Innovation Capital and Other
instruments
and working capital
Rate 10 8 6 4
5. Materiality of need
Between € 2 mil to € 5 | Between € 0.5 mil to €
of financial Above € 5 mil. Bellow € 0.5 mil
mil. 2 mil.
instruments
Rate 10 8 6 4
6. Willingness of
enterprises to benefit | Combination of Support )
Support Only Information only No support Needed

from the financial

instruments

and Information

43/66




Rate

D.3.2: Identification, Recording and Evaluation of all suitable existing SMEs located in the cross border area that can apply for funding from

modern financial tools

10

4

Total:

60

46

34

22

Source: Expert assessment

Based on the characteristics of the available financial instruments in the region of Thrace and the scale with the

criteria above, the following assessment of the suitability of the introduction of one or more of the existing financial

instruments for enterprises at the local level has been made, as follows:
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Table 2. Reputation assessment and prioritization of Financial Instruments

3. Availability of

4. Type of future

5. Materiality of

6. Willingness of enterprises to

L 1. Popularity of the financial 2. Usage of the L. L. . . . Total
Financial Instruments financial need of financial need of financial benefit from the financial
instruments financial instruments points
instruments instruments instruments instruments
Combined Instruments (two or
8 8 10 8 4 8 46
more)
Banking Instruments 10 4 10 8 4 6 42
Leasing Instruments 0 0 2 10 6 8 26
Grant Programs by the EU 6 8 2 10 4 10 40
Grant Programs by the Greek
4 4 2 10 4 10 34

State

Based on the assessment, the suitability of introducing one or more of the existing financial instruments for enterprises at the local level can be graded as follows:

Table 3. Degree of suitability of existing financial instruments for enterprises at the local level of Thrace.

Source: expert calculations

Ranking Financial Instrument Assessment Points
1 Combined Instruments (two or more) 46
2 Banking Instruments 42
3 Grant Programs by the EU 40
4 Grant Programs by the Greek State 34
5 Leasing Instruments 26

miterreg

Creece-Bulgaria
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= TYPES AND CATEGORIES

;9 Source —Purpose

o . . Company . Maximum . . . Evaluation Lo

(= Business activity Pillars of of financial Type of aid Obligations

size budget method
funding aid
Subsidy of interest in
RRF 1 Manufacture All GREEN RRF Large budget Investment ] FIFO Long-term
business loans
RRF 2 Services Very small Green RRF Micro budget Investment Grant FIFO Short-term
Manufacturing
Tourism
RRF 3 ) Medium, Large Social RRF Small budget Investment Grant FIFO Short-term
Services
Commerce
RRF 4 All All Green RRF Large budget Investment Grant FIFO Long-term
RRF 5 Agriculture All Green RRF Micro budget Investment Grant FIFO Long-term
Green,
RRF 6 Agriculture Al RRF Large budget Investment Grant Mixed Long-term
Innovation
Operating
RRF 7 Manufacture Al Innovation RRF Small budget Grant FIFO Long-term
expenses
Medium
NSRF 1 Al SMEs Innovation NSRF budoet Investment Grant comparative Short-term
udge

NSRF 2 Tourism, Services SMEs Commerce NSRF Small budget Investment Grant comparative Short-term
NSRF 3 All SMEs Digital NSRF Micro budget Investment Grant FIFO Short-term
NSRF 4 All SMEs Digital NSRF Small budget Investment Grant FIFO Short-term

miterreg

Creece-Bulgaria
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Medium
NSRF 5 All SMEs Digital NSRF Investment Grant FIFO Short-term
budget
Medium
NSRF 6 All SMEs Green NSRF Investment Grant FIFO Short-term
budget
NSRF 7 All SMEs Green NSRF Small budget Investment Grant FIFO Short-term
to be to be
NSRF 8 Services SMEs Digital NSRF Investment Grant to be determined
determined determined
fo be Subsidy of interest in fo be
NSRF 9 to be determined SMEs Innovation NSRF Investment to be determined
determined business loans determined
Digital, fo be Subsidy of interest in fo be
NSRF 10 to be determined SMEs NSRF Investment to be determined
Green determined business loans determined

Source: expert calculations

The combination of the financial instruments (two or more) is identified as the most suitable for the enterprises in the region. Although, on a stand-alone basis, Banking financial instruments and
grant programs funded by the EU are identified as the most suitable. The remaining financial instruments are applicable on a project basis, depending on the nature and type of the investment

and the business as a whole.

On the below table all programs concerning Greece are evaluated on the nine criteria that are already analyzed. Each program is numbered in the order presented in this deliverable
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Appendix: Popularity Index per Region and Turnover

In order to obtain better results, as stated above, in the following table we categorized the enterprises and the financial

instruments, according to the following criteria and based on their responses:

e  Subregion

e Total Turnover

Combined Funded  Funded by No
Popularity Index per Region Instruments Instruments by state the EU Leasing nla  Funding Total
Drama 1 1 2
Turnover over 5 mil. 1 1
Turnover bellow 0.1 mil. 1 1
Evrou 3 1 2 3 9
Turnover 0.1 mil to 0.5 mil. 2 1 1 4
Turnover bellow 0.1 mil. 1 2 2 5
Kavala 1 1 1 2 5
Turnover 0.1 mil to 0.5 mil. 1 1 2
Turnover over 5 mil. 1 1
Turnover bellow 0.1 mil. 1 1 2
Rodopi 5 2 1 4 1 6 19
Turnover over 5 mil. 1 1 2 4
Turnover over 5 mil. 1 1
Turnover 0.5 mil to 2 mil. 3 1 1 1 6
Turnover bellow 0.1 mil. 2 2 1 3 8
Xanthi 9 6 2 1 3 9 30
Turnover 0.1 mil to 0.5 mil. 4 4 1 4 13
Turnover over 5 mil. 2 2
Turnover 0.5 mil to 2 mil. 2 2 4
Turnover bellow 0.1 mil. 3 2 3 3 11
Total 17 10 2 9 1 5 21 65

Again, we can clearly see that the most popular financial instruments are Banking and Funding by the EU, or two and more

combined.
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) Conclusions - Recommendations

5.1 Conclusions — Recommendations (regarding the Greek area)

The current report presented the findings from a questionnaire that was completed by 65 businesses doing business in
Eastern Macedonia and Thrace. The questionnaire's objectives include identifying the financial instruments that
businesses need, investigating their cross-border relationships with Bulgaria, describing the current environment in this

area, and identifying business challenges and opportunities.

The 65 responding Greek businesses are split throughout the Xanthi, Evros, Rhodope, Kavala, and Drama regional units.
The businesses operate in many different industries, including the production of electricity (including the use of renewable
resources), tourism, wholesale trade, the mining industry, the food industry, the manufacturing industry, retail trade, the
food industry, engineering activities, the financial and insurance industries, the food service industries, information

technology, agriculture, forestry, and fishing.
The Greek companies range in size from Very Small (up to 9 employees) to Medium (between 50 and 249 employees).

The main conclusions can be summarized in the following points:

. Greek Firms use mostly bank loans as a source of external financing

. External financing is mainly used for investments

. The majority of the Greek firms do not invest in R&D

. A sizeable number of Greek firms intents to cooperate with research organizations
. The majority of the Greek firms needs less than 100000 as external financing

. Most of the Greek firms haven't applied for EU funding programs

. A sizeable number of Greek firms is not aware of EU funding opportunities

. Most of the Greek firms need support regarding

a) Information of funding opportunities and deadlines

b) Consulting regarding the application process

. Most of the Greek firms operate domestically in the region
. Most of the Greek firms do not intent to expand business activities in Bulgaria
. Most of the Greek firms are not familiar with business environment in Bulgaria.
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5.2  Conclusions - Recommendations (regarding the Bulgarian area)

The current report presented the findings from a questionnaire that was completed by 30 businesses doing business in the
region of Blagoevgrad. The questionnaire's objectives include identifying the financial instruments that businesses need,
investigating their cross-border relationships with Greece, describing the current environment in this area, and identifying

business challenges and opportunities.

The 30 responding businesses operate in many different industries, including the Electricity production (including
renewable resources), Tourism, Mining industry, Food industry, Manufacturing industry, Food industry, Engineering

activities, Financial and insurance activities, Information technologies Agriculture, Trade & Wholesale.

The companies range in size from micro- (up to 9 employees) to medium (between 50 and 249 employees).

The main conclusions can be summarized in the following points:

. Firms use mostly bank loans as a source of external financing

. External financing is mainly used for investments

. The majority of the firms do not invest in R&D

. A sizeable number of firms intents to cooperate with research organizations
. The majority of the firms needs less than EUR 100 000 as external financing
. Most of the firms haven't applied for EU funding programs

. A sizeable number of firms is not aware of EU funding opportunities

. Most of the firms need support regarding:

a) Information of funding opportunities and deadlines

b) Consulting regarding the application process

. Most of the firms operate domestically in the region
. Most of the firms do not intent to expand business activities in Greece
. Most of the firms are not familiar with business environment in Greece.
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interreg A

Groece-Bulgania

2.5 If in the st 8 vears (2020 = 2022) the organtzation/company you represeni nsed
exteimal fim {eg bank kan, EU funds or other soarcel, for what purpeses wai it
tted T ( Vew e 2 mard i Ak W

Workmp capntal _ '
lnvesmmenn & Sagble fied sisets (op buildmps lasd machmery, squpmmt, mems
of ranspost, e
Ievermments m frvsd mtangble asset (¢ patents whlity modds et )
Introducnon of quality managssest fyissmd, for e mvocament, sz (1500
Informshen Sechmolagy mplenentibon [e@ webine snd meolnle spplicsbos
dnﬂm:g.tum ICT sciutions 1o optimize mnagemest producton and
proCEiiel )
Improvme emepy efficensy
Introduchon of renswshle enagy sourss
Fesesech mnd (i mplemest mnovasons}
Improvement of werking condions & the workplace
g mew il
Tramme and improvensent of the profanoanl qualshcanon of the saff
I haven't nesdad o
Other, plas specgfc

o6 If vou applisd and were refused a bank boam, what was the reason” (Tou com selecs

e DT e e

Imsufficient collawerad (ack of co-debor)

o———" =iz

Poot il condisson of the company (e.g. bagh indsbeadnesy)
Bad credit Bastory

Bad busimess plan

Tesufficient busmess credit history

T have not spphed for coedit

1 bwve not been: denisd funding

Crihar, placser speeis i

L1 1f vau sre nbout fo seck external funding (eg. in the next 3 vears), for what purposes

will it be intended? (Fow caw zedect mory than om ameswer)

Wocks ;
h‘tm:lﬂ: foved aspets (eg buildmps, lad, mackmery, squpment, mems

of transpost, etc )
| levestments m fived mngible 2ssets (g pamt, whlity modeds, oo )
L Introduction of quality management sysioms, for the epvircament, e, (1500
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B Informaison ischnology moplemeststion (sg. website and mobds application
development, cyber securicy, ICT solutioms to opimsize mmagsment, production and

1Y pocesses ) _
latrodecton of remewable smepy souros

Bleseurch mnd developeassi (v mplement innovanons)
Improvement of working coditoas &t the weorlgplace
Hirmg new s

Trmmp wd mmprevement of the professions qualification of dee yinff
I harves't psadad 5o

O, plaare el ooviaiiinaan .

[ SECTION X SCIENTIFIC RESEARCH AXD DEVELGPMERT ACTIVITY ]
3.1, Dioes your organization/company carry out research and development? (Flaaze salact

N oumr Wl

s, through oo mtemal team of researchers within the firm
Yies, throtigh cooper