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(i‘.r‘) In brief

Survey: First half of 2013 - Key findings

» The adverse economic environment of the last 5 years has led to a circa 50% decline in the turnover of the
average SME — a percentage ranging from 40% for the larger enterprises of our sample to 90% for the smaller

ones.

» Accordingly, SMEs now account for just !5 of the business sector compared with %2 in 2007, while the larger and
more export-oriented enterprises of this category are showing greater resilience. Notably, the turnover of the
motor vehicle trade and the construction SMEs has been hit hard (71% and 70% respectively, for the period
2007-12).

» The mild improvement in business sentiment for SMEs posted at the end of 2012 became more evident in the
first half of 2013. More specifically, SMEs expectations for employment for the next 6 months suggest a trend
toward stabilization, while their investment outlook is positive, particularly in the manufacturing sector.

» Against this backdrop, the business confidence index shows an upward trend for all sectors, the largest
improvement being in the component of the index concerning future demand. Notably, the majority of the larger
SMESs state positive expectations, while the services sector shows the biggest improvement.

» Specific segments that stand out for positive findings are export-oriented enterprises, wholesale traders, tourism

and freelancers.

» The larger enterprises of our sample comprise the healthier part of the SME segment, as they post a positive
business confidence index, rise more effectively to the challenge of tight liquidity and obtain the financing they
apply for at a rate of 90% (compared with 30% for the smaller SMEs).

» In terms of financing needs of the past 6 months, 41% of SMEs stated that they do not need financing, 26% of
SMESs (corresponding to % of SMEs that applied for financing) received financing, while the remaining !5 needed
financing but have not been able to obtain it (mainly because they have not applied for it and, to a lesser extent,

because their application was rejected). 5
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(i‘.r‘) In brief

Special issue: Labour Market — Key findings

» As labour productivity increases in line with the size of the enterprise and people employed in small enterprises in
Greece amount to 60% vs. 30% in Europe, total productivity in Greece is lower than the European average.

» SMEs are proving to be quite flexible as, despite the fact that the economic crisis led to a sharp fall in revenue, they
have managed to contain labour costs and keep them broadly unchanged as a percentage of revenue. More
specifically, the reduction in labour costs by over 50% over the period 2007-12 was achieved primarily through the
reduction in the average wage (contributing 28%) and secondly through staff reductions (contributing 25%).

> Average employment per SME has decreased by 25% over the past 5 years (40% in small and 23% in medium-sized
enterprises), with the largest decline in the construction sector (52%) and the smallest in the services sector (5%). In
addition, we note a trend towards part-time employment (and outsourcing, especially in manufacturing) and an
average delay in wage payment of the order of 1% months.

» Average annual wage has decreased by 28% over the past 5 years (42% in small and 17% in medium-sized
enterprises), with the largest decline in the services sector (47%) and the smallest in manufacturing (11%).

» Productivity (adjusted for wages) has contracted by 12% over the past S years, with the largest fall in trade (18%)),
while there was a slight increase in manufacturing (3%).

» About 60% of SMEs consider that the reforms in labour market legislation have been useful.

» It is notable that in a period of severe contraction, 17% of SMEs have opted for employment growth over the past 5
years — thereby gaining market share and maintaining their comparative advantage.

» Following the wave of restructuring in the labour market, SMEs indicate stabilization of employment for the
following year, as just 20% continue to employ surplus personnel (a significantly lower percentage than the 44%
that reduced their labour costs by layoffs over the past 5 years). It is also encouraging that only 2 of SMEs state
that they will change their labour costs in the coming year (vs. % that changed labour costs in the previous 5 years).
However, there is a need for further reductions in unit labour costs if Greek SMEs are to become more competitive.

3
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RESTRUCTURING OF BUSINESS SECTOR




Restructuring of the business sector with significant losses for
smaller SMEs...

Change in annual turnover . .
- Small enterprises - » The adverse economic environment has led the turnover of
-54% the average SME to decline by circa 50% (from €4 million
@ o Lo -60% in 2007 to €2 million in 2012), according to NBG’s business
E
512 -65% survey.
2 06 - 0,4 oe 03 » The divergence between the magnitude of the turnover
2 02 ’ . : :
g 0,04 L shrinkage of smaller and larger enterprises of the size-
00 —m N - : .
Size*1  Size*2?  Size*3  Small scale* is remarkable. More specifically, the smaller SMEs
2007 2012 with turnover below €100,000 (scale 1 in the graph) lost
90% of their revenue over the past 5 years, vs. 40% for the
Change in annual turnover larger SMEs with a turnover of €5-10 million (scale 6) —
- Medium enterprises - o ) . .
thus indicating the importance of size for the resilience of
12 ; —
.u_iJ_ -50% 10, -50% SMES
%’ 27 20% 68 7,0
s 6 1 a9 6,0 » Note that the near-halving of SME turnover, based on
2 ; 34 34 NBG’s survey, is verified by available financial data for
3 ] 1,4 N .
£ = I l SMESs over the last 5 years (indicating a drop of about 40%
0 ' . . .
Size*4  Size*5  Size*6  Medium in turnover during the period 2007-12, source: ICAP
2007 " 201 database). Accordingly, it seems that the economic crisis
has led to a restructuring of the business sector, with

- The size scale of 1-6 in the graphs above SMEs’ share of the sector dropping from % of turnover in
indicates turnover in € millions: 1=(0-0.1],

2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5] 2007 to Y4 in 2012.
and 6=(5-10].
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(i‘) ... and asymmetry in the shrinkage of business sectors

» The positive impact of business extroversion during the crisis is reflected in the comparatively smaller decline in
turnover of export-oriented enterprises, with the manufacturing sector benefiting the most (65% of enterprises
export — with a 38% decline in turnover - vs. less than % of construction — with a decline of 40%).

» In the services sector, freelancers have been least affected (decline of 10% in turnover), despite their smaller
size, while tourism is facing the worst problems (decline of about 50%).

» In the trade sectors, the motor vehicle trade has been worst affected (down 70%), while wholesale traders
present the best picture (down 37%).

Turnover of past 5 years M TUI;I'IOVGI‘_ of I;?(s;t Syears
per sector - Manufacturing onstruction -

%change: -40% -55% -70% -40% | | %change: -38% -54% -40% -70%
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E 2,5 2,6 £ ' 2.0 5

2 18 1,8 15 1 1,0 l ’

lm | H Cm S
0 T T T Manufacturing -Manufacturing 1 Construction- Construction -
Manufacturing  Trade Construction  Services exporters Nonexporters Exporters Nonexporters
=2007 m 2012 2007 m2012
Turnover of past5 years Turnover of past 5 years
- Trade- - Services -
%chanae: -37% -52% -71% %change: -9% -18% -48% -40%
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CURRENT ECONOMIC ENVIRONMENT &
BUSINESS CONFIDENCE INDEX FOR SMEs:
First half of 2013
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(;h) Signs of improvement in business sentiment...

Strategic priority of SMEs
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» The mild improvement in the business sentiment for SMEs

>

posted at the end of 2012 became more evident in the first half of
2013.

The percentage of enterprises whose strategic priority is growth
is increasing, reaching !5 of the SME sector in H1.2013 (vs. % in
the previous 2 semesters), while the percentage aiming simply at
survival has fallen to 40% (vs. 45% in the previous semesters).

In addition, SMEs’ estimates for the next 6 months are
significantly improved. Specifically:

v Employment shows signs of stabilization after continuous
estimates of shrinkage during 2012.

v" More enterprises estimate that activity in Greece and
abroad will increase in H2.2013 (27% vs. circa 22% in
H2.2012).

v" For the first time in the past 18 months, enterprises
anticipating an increase in investments in H2.2013 (17% of
SMEs) are more than those anticipating a decline (13% of
SMEs).

v" The shift towards innovation appears to be picking up, as
37% of SMEs intend to increase innovation (vs. 30% in
H2.2012).
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(&) ... reflected in the business confidence index

Confidence Index of SMEs

2012H1 2012H2 2013H1

-10 -

-20 ~
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-40 -
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-10 -
220 -
-30 -
-40 A
50 -
-60 -

Trend of demand

-58

Past 6 months Next 6 months
(company estimates)

2012H1 ®2012H2 ®2013H1

*

business confidence index

corresponds to the net balance of
answers for decrease (-10), stability (0) or
increase (10).

The business confidence index for SMEs remained at
negative levels in H1.2013, implying that enterprises with
negative expectations are more than those with positive

ones.

However, there was a significant improvement vs. H2.2012,
as the index increased by 17 points (from -32 to -15), vs. a

marginal increase of 3 points between H1 and H2.2012.

Indicative of the upward trend of the business confidence
index are the estimates regarding demand, with: i)
evaluation of current demand (the trend vs. past 6 months)
improving by 16 points; and ii) estimates regarding future
demand (activity in the next 6 months) improving even

more, by 30 points. More specifically:

v 19% of SMEs stated an increase in demand in the

previous semester (vs. 13% in H2.2012), while

v a further increase is anticipated for H2.2013 by 28% of
SMEs (vs. 15% in H2.2012).

10
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» The business confidence index* in H1.2013 shows an upward trend for all the sectors under review,

with the service sector posting the greatest improvement.

» SMEs across all sectors are shifting to a growth orientation, with construction showing the strongest

improvement, although it still fails to reach the levels of the rest of the SME sector.

Y

for the service and construction sectors.

Confidence Index per sector Strategic priority: Growth
Manufacturing  Trade Services  Construction - 40% 7 349, 34% 33% 33%
0 T . c
| . . 2 30% 25% 27°% 24%
-7 5y o
-20 1 -14 -14 .@ w  20% 16%
g 10%
o (o]
-40 1 2 35 2
S 0%
.60 - 46 Manufacturing  Trade Services  Construction
2012H2  ®2013H1 2012H2 ®2013H1
Resilience to the crisis Liquidity problem
47%
20 17 17 + £ 50% 0 44%
16 15 16 5o 0%, 2770, L40%
» 15 14 13 13 €S 40% 5% 34%
< o =
= D2 30%
o 10 w ©
= = 9 20%
5 o g o
52 10%
0 T T c\o § 0% T
Services Trade Manufacturing Construction Manufacturing  Trade Services  Construction
2012H2 H2013H1 2012H2 H2013H1

* The business confidence levels are not comparable by sector (only over time), due to different calculation (see p.50).

There has also been an improved resilience to the crisis, especially for trade (from 14 to 17 months).
» Liquidity problems appear to be moderating for the manufacturing and trade sectors, but worsening

11



%"

Sector variations
Manufacturing — Export orientation

Confidence Index: Manufacturing

Exporters Non-exporters

23 22
2012H2 ®2013H1

* The manufacturing confidence index corresponds to the
net balance of positiveand negative answers conceming
the level of orders, the level of stock and the estimated
trend of future production.

Sector indicators

Export oriented SMEs — 65%

57%

Increaseinexportingin NN +1%°
the next 6 months 34%

Increaseininvestments [ 26%

inthe next 6 months 12%
Increaseininnovationin [ NI 41%
the next 6 months 34%

0% 25% 50% 75% 100%
% of manufacturing SMEs

H2013H1 2012H2

» The business confidence index of manufacturing

enterprises presented an increase of 7 points in H1.2013
(see slide 11). Note that manufacturing is the only sector
where the part of the index concerning the estimate of
future demand achieves a marginal positive balance, as '
of industrial SMEs estimate increased demand in the next
6 months (from 23% in H2.2012), vs. 26% estimating
reduced demand (from 42% in H2.2012).

» The positive picture arises mainly from the export-

oriented enterprises of the sector, whose business
confidence index reflects relatively stable expectations,
while the future demand component is estimated to be on
the increase by 40% of exporting SMEs (vs. 20% of non-
exporters).

Alongside increased activity, manufacturing SMEs present
an increased trend for investment and innovation in the
coming semester, which leads to increased capital needs.
Specifically, 40% of manufacturers that currently have no
loan, contemplate borrowing in the future (vs. 28% of total
SMEs without a loan).

12



Sector variations
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Manufacturing SMEs: Export intensity

100% - 84%

80% 1 65% 65%

60%
40%

40% - 26% 23%
20% - l 7% 6% .
0% - T
Manufact.  Size¥1  Size*2-5  Size*6
SMEs

% of manufacturing SMEs

Export oriented (% of manufacturing SMEs)
B Exportintensity (% sales abroad)

Manufacturing facilities abroad

19%

8 20% A

= 16%

wn

o 15% -

£ 11% 11%

3

E 10% A 7%

2 | 4%

5 % 2%2%

S 0% - T T

=3 . . )
Manufact.  Size*1 Size* 2-5 Size* 6

SMEs

They already have = They meanto haveinthe future

* The scale of 1-6 in the graphs above
indicates turnover in € millions: 1=(0-0.1],
2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5]
and 6=(5-10).

Manufacturing — Export orientation

» The strategy of international activity has been

chosen by 65% of manufacturing SMEs, which
enjoy significant advantages during the crisis. The

share of annual turnover generated abroad is about

Y4 on average.

International business culture is more intense as
the size of the enterprise increases. Specifically,
smaller SMEs with a turnover less than €100K
export at a rate of just 7% (and 6% of their
turnover), vs. 84% for the bigger SMEs with a
turnover of €5 to €10 million (and 40% of their

turnover).

Part of foreign operations originates from
manufacturing facilities abroad, which concerns
7% of the sector. The size of the enterprise is of
importance in this aspect of international
orientation as well, with 2% of the smaller SMEs
having facilities abroad, vs. circa 20% of the larger
SMEs.

13



Sector variations
Trade — Wholesale
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» The improvement in the business confidence index of

Confidence Index: Trade trading enterprises in H1.2013 applies to all trade segments,

Wholesale  Motorvehicles  Retail with retail trade posting the greatest improvement (up 16

0 : :
-10 -1 I r points, vs. 10 for the rest of the sector). However, wholesale
-12
-26 30
-36

-20
-30
-40
-50

traders (who are mainly the largest enterprises of the sector)
continue to state relatively better expectations, that broadly

-46 point toward stabilization, while it is the only trade segment

2012H2 = 201301 that estimates a pick-up in demand in H2.2013.

*The trade confidence index corresponds to the net
balance of positive and negative answers concerning the >

level of stock and the trend of past and futuredemand. The lmproved picture of trade is reflected in:

v' Bigger appetite for investment in the coming semester

Sector indicators (16% of trader SMEs vs. 10% at the end of 2012) -
mainly applying to wholesale and automotive trade.
Resilience of more h 38% y applying
than 1 year 27% v' The higher targeting of growth, which comprises the

Growth as a priority _25;03% key priority mainly for the wholesale segment (40% of

wholesale traders vs. 20% for the rest of the sector), and

Increasein 1
investments in the -10%,20/ °

nexté months v The highest resilience to the crisis (reaching 17
Increaseininnovation 37% .
inthe next 6 months 28% months in H1.2013 vs. 14 months at the end of 2012).
0% 5%  50% 75%  100% The increased resilience concerns primarily wholesale
% of trade SMEs traders (18 months), while for retail trade SMEs, it barely
M2013H1 ¥ 2012H2 reaches 1 year.
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Sector variations
Services — Tourism and Freelancers

Confidence Index: Services
Tourism  Freelancers Transport Other
| 2
o —— i
TR
-13

| -17
-30 24 -23

-49 -48

2012H2 ®2013H1

* The services confidence index corresponds to the net
balance of positive and negative answers concerning the
business situation and the trend of past and future
demand.

Sector indicators

Resilience of more h 40%

than1 year 35%

Increasein 15%
employmentin the -70/
next 6 months °

Increaseln = NN 39%

innovation in the next 32%

6 months )
I 40

Liquidity problem 34%

0% 25% 50% 75% 100%

% of services SMEs

H2013H1 2012H2

» The service sector presents the greatest improvement in the
business confidence index in H1.2013. As regards the
various individual sectors, the following deserve special

mention:

v' Tourism achieves a marginal positive balance of
expectations, on the back of a positive hotel segment, 55%
of which anticipates an increase in demand in the coming
semester. Restaurants, however, have been hit by the
negative trend of the previous semester, while 90% of the

segment is simply aiming at survival (vs. 25% of hotels).

v' Freelancers present the highest increase in the business
confidence index (44 points vs. 18 points on average for
the other segments), with the increase applying to both
current and future demand. However, this specific service
segment is facing liquidity problems — with the time gap
between collection of receivables and payments to
suppliers exceeding 2 months (up from 1 month in the

previous two-year period).

» The sector appears to show improvement as regards resilience
to the crisis and investment. Liquidity problems, however,
remain severe.

15



Sector variations
Construction — Activity in Greece

%"

Confidence Index: Construction

» It is notable that the export-oriented construction SMEs
appear to be losing their advantage (partly reflecting the

Non-exporters Exporters . . . .
P P recession experienced throughout SE Europe), as insufficient

0 | orders in H1.2013 have affected % of the sector’s exporters
h -21 (same as those with just a domestic focus) vs. less than ' in
40 -37 39 H2.2012. This development led to a deterioration in the
respective business confidence index by 18 points.

_60 '48
2012H2 B 2013H1

* The construction confidence index corresponds to the » Against this backdrop, the improvement in the business
net balance of positiveand negative answers . . . .
concerning the current backlog and the estimated trend confidence index of construction SMEs concerns enterprises

of future demand .

that operate exclusively within the domestic market, as

reflected primarily in an anticipated stabilization of employment

Sector indicators in H2.2013 (20% anticipate a reduction vs. 40% in the previous

. . — 55% semester).
Survival as a priority 55%

. 47% » Opverall, construction is the sector facing the worst problems,

Liquidity problem 44%

] as:
. 0, . .

Export oriented SMEs -11%25 o v" More than half of the enterprises continue to focus on

Increased activity in '_ 33% survival (vs. 40% for the other SMEs),

Greeceinthe next 6

months 20% v' The estimated resilience to the crisis remains circa 1 year
0% 25% 50% 75% 100% (vs. 17 months on average for the other SMEs),
0, i . . .
7o of construction SMs v' 40% of construction enterprises consider customer

W2013H1 ¥ 2012H2 . : :
attraction as their main problem (vs. 25% on average for

the other SMEs). 16




Variation by size
Confidence Index

Confidence Index
by size class
0,7
0 . . .
_10 4
-20 -15 1
=30 1 -25
40 1 -30
35 -37
_50 4
J -50
-60 -55
Size* 1 Size* 2-5 Size* 6
2012H1 ®™2012H2 ®2013H1

* The Dbusiness confidence index
corresponds to the net balance of
answers for decrease (-10), stability (O) or
increase (10).

Strategic priority

by size class
100% -

c 16%
g 80% 42% .
§ 60% - 72% 27%
"'Z" 40% 28%
[0p]
S 20% - 17%
& 0% T T

Size* 1 Size* 2-5 Size* 6

B Growth Stability Survival

* The scale of 1-6 in the graph above
indicates turnover in € millions: 1=(0-0.1],
2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5]
and 6=(5-10).

>

>

The expectations of enterprises become
increasingly positive as their turnover increases, as
is reflected at the level of the business confidence
index.

Note that most of the largest SMEs (scale 6 in the
graph) state that the business climate is improving.

Accordingly, turnover volume positively affects the
strategic priority of enterprises. Specifically, 60%
of the largest SMEs (size 6) aims at growth, vs.
merely 11% of the smallest SMEs (size 1), circa %
of which are pursuing survival policies. As regards
SMEs in between (size 2-5), the situation is more
balanced, with 40% of the enterprises struggling to
survive and the remainder standing between

stability and growth.

17



Variation by size

Liquidity
Liquidity » About 40% of SMEs are facing severe liquidity
SMEs - size* 1 problems (i.e. circa 50% of small vs. 30% of medium-
80 1 69 sized enterprises).
60 -
4 39 39 . . c g .
& 40 - 30 » The pressure on small enterprises as regards liquidity is
20 1 . . reflected in the cash gap (the time gap between
0 collection of receivables and payment of suppliers).
2011H1 2013H1
Specifically, focusing on the smallest and largest
Days sales outstanding (receivables) . .
= Days payable outstanding categories of SMEs, we can infer that:
v The largest SMEs (size 6) manage to keep relative
Liquidity balance between the collection of receivables and
SMEs - size*6
5 payment of suppliers, both at circa 70 days —
90
i 72 65 roughly the same as over the previous two years.
£ 60
o
30 v By contrast, the smallest SMEs (size 1) are not as
0| . . balanced as in the past two years — with
2011H1 2013H1 receivables dates growing significantly longer and
Days sales outstanding (receivables) payables dates growing shorter, causing the cash
B Days payable outstanding .
gap to grow to circa 40 days.

* The scale of 1-6 in the graphs above
indicates turnover in € millions: 1=(0-0.1],
2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5]
and 6=(5-10).
18



f‘) Variation by size

Financing applications**

SMEs' applications for financing
during the past 6 months

25% 1 23%
20% -

0, 4
15% 11%

10%
6% 5%
o H m
0% - T T T
Bankloan Tradecredit Bank Other
overdraft

% of SME segment

SMEs' applications for financing
during the past 6 months
by size class

100% 1
80%
60% - 86%

40% 1
20% -
. 18% 2

0%

Size* 1 Size* 2-5 Size* 6
B Bank loan “Tradecredit ®Bankoverdraft
Other = No appliation

» 35%" of SMEs sought financing in the previous

semester. Specifically:
v 23% of SMEs applied for a bank loan,

v the needs for trade credit were fewer
(applications were filed by 11% of the SMEs),

v while 11% of SMEs sought other types of

financing.

» The size of the enterprise appears to affect the
decision as to whether or not to seek financing.

Specifically:

v Although smaller SMEs (size 1) face the most
severe liquidity problems, only 15% of those

applied for financing in the previous semester.

v By contrast, %2 of the larger SMEs (size 6)
sought financing, mainly through bank loans.

* The scale of 1-6 in the graphs above indicates turnover in € millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5] and

6=(5-10).

** Note that circa 7% of SMEs (or 20% of those that applied for financing) applied for more than one type of financing. Hereafter,
references to financing as a whole take into account answers by enterprises in the following order of priority vis-a-vis types of
financing: bank loans, trade credit, overdrafts, and other types of financing. 19
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Variation by size
Results of applications for financing

%"

In the case of bank loans, '~ of applications were granted the full requested amount — this applies across the board
for all sizes of SMEs. However, the outcome of the remaining %2 of the loan applications differs significantly
depending on size — 40% of the largest SMEs obtained a portion of the requested funds, while 47% of the smallest
SMEs either turned down the financing offered due to unfavourable terms or had their application rejected.

While in the case of bank loan and overdraft applications the size of the SME does not appear to affect approval of
the financing requested in full, the situation is quite different in the case of trade credit (approvals granted to
about 55% of larger vs. only 9% of the smaller SMEs).

Outcome of the SMEs’ applications a. Outcome of the SMEs' applications
for financing for bank loan
100% 100%
80% 47% 46% 80% 46% 44%
60% 60%
40% 40%
20% 0
o 24% 26% 20% 23% 26%
0% 0% : : : ==
AlISMEs — Size*1  Size*2-5  Size*6 AISMEs  Size*1  Size*2-5  Size*6
= Application rejected m Refused because cost too high = Application rejected m Refused because cost too high
¥ Application grantedin part B Application grantedin full W Application grantedin part B Application grantedin full
b. Outcome of the SMEs' applications c. Outcome of the SMEs' applications
for trade credit for bank overdraft
100% Q% 100%
80% iy 80% 36% 33% -
60% 60%
40% 40%
20% 31% 43% 20% 36% 40% 5
0% T T T ad 0% : i : 15%
All SMEs Size* 1 Size* 2-5 Size* 6 All SMEs Size*1 Size* 2-5 Size* 6
® Application rejected m Refused because cost too high ¥ Application rejected ® Refused because cost too high
W Applicatongrantedinpart ™ Application grantedinfull " Applicationgrantedinpart ~ ® Application granted in full
20

* The scale of 1-6 in the graphs above indicates turnover in € millions: 1=(0-0.1 mn]|, 2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5]
and 6=(5-10).



Variation by size
Reasons why SMEs did not request financing

%"

» The different stance of small and medium-sized enterprises is reflected in the reasons why they did not
apply for financing in the previous semester. In aggregate, 62% of SMEs that did not apply for any kind of
financing considered that they did not need financing.

v’ T7% of the largest SMEs (size 6) estimated that they did not need financing, while the rest did not even file
an application, mainly because they believed it would be rejected.

v' Only 40% of the smallest SMEs (size 1) did not deem financing necessary, while a large number of these
enterprises (i.e. Y4) stated that they are generally avoiding external financing.

Reason for not applying a. Reason for not applying
for financing for a bank loan
100% 100%
80% o 69% 80%
0,
60% ® ® 77% 60% 63% T 64% 79%
0,
40% L3% 40%
20% 20% .
25% 32%
0% | - 15% . L 0% . B t
All SMEs Size* 1 Size* 2-5 Size* 6 All SMEs Size*1 Size* 2-5 Size* 6
B Avoidance of external financing ™ Fear of possible rejection B Avoidance of external financing ™ Fear of possible rejection
® Economic uncertainty Unfavourable terms W Economic uncertainty Unfavourable terms
" No need forfinancing = No need for financi ng
b. Reason for not applying c. Reason for not applying
for trade credit for a bank overdraft
0,
100% 1230;0 38%
80% : : oo | B : 62%
60% 66% 67% ) % 11% 89%
40% :g; ’
20% - 0 29%
0% | S 150 BENE . 0% ' ' e
ook ek - ik
AIISMEs  Size*1  Size*2-5  Size*6 AIISMEs — Size®1  Size®2-5  Size*6
B Avoidance of external financing ™ Fear of possible rejection B Avoidance of external financing ® Fear of possible rejection
B Economic uncertainty Unfavourable terms B Economic uncertainty Unfavourable terms
@ No need for financing " No need for financing
* The scale of 1-6 in the graphs above indicates turnover in € millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 21

5=(2.5-5] and 6=(5-10).



Variation by size
Conclusions with regard to meeting financing needs

%"

> To sum up, as regards the need for financing we note that:
v 41% of SMEs stated that they did not need financing,
v 26% of SMEs were granted financing (i.e. % of SMEs that filed an application for financing)

v the remaining /s of SMEs needed financing ,but were not provided with such (mainly because they
did not file an application and, to a lesser extent, because the application was rejected). Smaller SMEs
face more severe problems: 60% on average are unable to meet financing needs vs. 17% of larger SMEs.

Financing needs of SMEs Financing needs of SMEs
a. bank loan
100% 100%
17% °
800/0 800/0
59% 0 63%
60% 43% 60% ° 53%
40% 41% 41% ?
0 40% 49% 50%
20% . 36% . 40% 20% 0
260/ 270/ (0] 35 /0
oo - M| aom M o | M| _mm
All SMEs Size* 1 Size* 2-5 Size* 6 All SMEs Size* 1 Size* 2-5 Size* 6
® Got financing Had no need for financing ® Got financing Had no need for financing
B Unmet financing needs B Unmet financing needs
Financing needs o_f SMEs Financing needs of SMEs
b. trade credit c. bank overdraft
100% 100% 170/}
80% 80% 38% 39%
58% 62%
60% 69% 60%
40% o 84%
o 59% 60% 40% 59% 57%
20% 40% m 20% 37%
00/0 T Wi T T iy T 00/0 } 1 T T -.Wﬂ_|.
All SMEs Size* 1 Size* 2-5 Size* 6 All SMEs Size* 1 Size* 2-5 Size* 6
® Got financing Had no need for financing ® Got financing Had no need for financing
B Unmet financing needs B Unmet financing needs

* The scale of 1-6 in the graphs above indicates turnover in € millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5], 5=(2.5-5] 22
and 6=(5-10).



EMPLOYMENT IN SMEs

Features of the business sector




/
(;_r&) Structure of the labour market

Employment distribution per size 2013 » Looking into employment developments in the business

empoyees. | 27 | | 04 ] [07] [1a] [0 sector overall* during the crisis (2008-2013), it is shown
122:2 that circa 880,000 jobs have been lost (about % of
= employment).

% employees

» Most jobs were lost in construction and

19% 20%
600/0 T 220/0
40%
9 70%
20% - e 45% 56%
0% - ! : : manufacturing (55% and 35% respectively), while trade

Total  Manufact. Trade  Services Construct. saw a decline of 20%. Services saw the smallest decline
H lLarge Medium = Small

(employment down by 15%), though this has had a

Source: Hellenic Statistical Authority (Labour force survey)

significant impact on total employment, in view of the

fact that the specific sector employs circa %2 of the

Employment distribution per size 2008 .
ploy P employees of the business sector.

employees '35 | 06| [ 08| [ 17| | 04 |
100% 1 ppy e L%, » The strong presence of SMEs in the business sector
§ 80% 1 o ~ —— = overall** is reflected in the share they hold in total
g zzz: 26% 0 employment, amounting to 80% in 2013 (60% in small
:\é 20% - o and 20% in medium-sized enterprises). Their
0% - - - - concentration is even greater in the trade and

Total Manufact. Trade  Services Construct. . .
construction sectors (circa 90%).

Hlarge Medium  ESmall

Source: Hellenic Statistical Authority (Labour force survey)

* The above employment data concern local business units and do not take into account the sectors of agriculture-fishery, mines, electrical power
and financial services, while public sector services are also not included.

** The size of enterprises is defined by the number of their employees. For the purposes of the survey: small enterprises have 1-9 emfloyees,
medium-sized enterprises 10-49 employees, large enterprises 50-249 employees and very large enterprises more than 250 employeesQ.
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({h) Course of employment by business size

» The broader SME sector has experienced a 30% decline in employment (820,000 jobs), vs. 10% of large
corporations, while it should be noted that large corporations involved in trade and services* managed
to maintain their employment broadly unchanged in the period 2008-13.

» Focusing on employment by business size, we can infer that 70% of the reduction in employment has
occurred in small enterprises**, with the loss of 600,000 positions.

Employment: All enterprises Employment in small enterprises
n level of change w 20 level of change
-13: 2008-13:
ii 2008-13: ng,o........lllll.
a All: -0,88 2 15 P w Al:-060
5 Con.:-0,23 uE) Con.:-0,17
s Man.: - 0,21 s Man.: - 0,09
= Tr.:- 0,18 = Tr.:- 0,16
E Serv.:-0,27 = Serv.:-0,19
W OO O " N M T 1D ONO O O = N M 0 OO 01 AN M T N OMN0V OO - N M
5888588868885 8¢8¢8 5858885858885 888
¥ Construction ™ Manufacturing " Trade ™ Services ¥ Construction “ Manufacturing ™ Trade ™ Services
Source: Hellenic Statistical Authority (Labour force survey) Source: Hellenic Statistical Authority (Labour force survey)
Employment in medium enterprises Employment in large enterprises
w 0,8 level of change - level of change
8 e mmEEEEEE - 2008-13: 8 2008-13:
3 06 All:-0,22 3 All; -0,06
[=% [=%
£ Con.:-0,04 £
c Man.:-0,07 c
S Tr.:- 0,03 2
€ Serv.:-0,08 E
W OO O # N M T N OMND®OOO A AN M O OO 4 AN M T WL ONOWO O - N ™M
A OO O O O O OO0 O OO0 O wW ™ — - QOO O O O O O O O O O H ™ — -
2SS SSR8RSS888E8E&E SASRSRRS8S8R8REER
® Construction “ Manufacturing “ Trade ™ Services " Construction ™ Manufacturing “ Trade ® Services
Source: Hellenic Statistical Authority (Labour force survey) Source: Hellenic Statistical Authority (Labour force survey)

* The above employment data concern local business units and do not take into account the sectors of agriculture-fishery, mines, electrical power

and financial services, while public sector services are also not included.
** The size of enterprises is defined by the number of their employees. For the purposes of the survey: small enterprises have 1-9 employees,
medium-sized enterprises 10-49 employees, large enterprises 50-249 employees and very large enterprises more than 250 employees.
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(i‘) Labour productivity: Greece- Europe

Wage adjusted labour productivity *

2,0 - o 19 19 » Labour productivity* appears to increase in line with
. 16 1,6
+— 1,5 ! ! o °
T 14 14 I the size of the enterprise. For example, data
Bc : o
33 o regarding manufacturers indicate that for every euro
o2 1,0 1
%g earned by the average employee as pay he offers
>c 05 1 A X A
& value added of €2 in very large enterprises, vs. circa
0,0 - : : : :
AlISMEs  Small  Medium Large Verylarge €1.5 to small enterpr1ses.
B Greece Europe

» This situation serves to affect negatively the labour
* indicative data for manufacturing enterprises d L. fthe d icb . h
Source: Eurostat, NBG calculations productivity of the domestic business sector, where

the proportion of persons employed in small

Employment distribution per size

. o . . i
(avg 2003-2009) enterprises was 60% on average in the period 2003

005 - 09 (vs. 30% in Europe)**. Accordingly, although

15%

50 productivity for each business size is similar in
(o]

0 Greece and Europe, overall productivity is lower in
0

% employees

4000 Greece because of the fact that small enterprises

00 employ a greater share of the workforce.

0%
Greece Europe

Verylarge ™LlLarge ™ Medium = Small

Source: Eurostat, NBG estimates
The data concern the manufacturing sector.

** The size of enterprises is defined by the number of their employees. For the purposes of the survey: small enterprises have 1-9

employees, medium-sized enterprises 10-49 employees, large enterprises 50-249 employees and very large enterprises more than 26
250 employees.

*



EMPLOYMENT IN SMEs
Findings of NBG’s survey




Labour cost
In a period of sharp contraction, SMEs have managed to contain labour costs......

%"

» According to our survey, SMEs show a considerable

Annual labour cost as % of revenues degree of flexibility. For instance, the reduction of

00 - . . . .

°0% o0 average wage per employee in combination with layoffs
%
0% oo, 30% 0, 33% has enabled the cost of labour as a percentage of
1 2770 27% . . .

30% 1 26% 249 26% p49, revenue to remain virtually stable (27% of revenue in
20% 1 2012, vs. 29% in 2007). This development is a positive
10% 1 sign of restructuring, especially at the current

0% : : :

_ conjuncture where SME revenue has collapsed (down
AllSMEs Manufact. Trade  Services Construct.

50% in the past 5 years, see page 7).
2007 2012

» Specifically, labour costs have been reduced by circa

50% by means of:

Annual labour cost as % of expenses

v' reduction of average wage per employee,

50% 1 43% 44% . . . .
. 3704, 40% contributing 28% to the reduction in labour costs

% - 36%37% ?
40% 37%| 34% 3305, 33% 34%
30% - v' reduction in the number of employees, leading to
20% 1 a 25% reduction in labour costs.
10% A

0% , , , , » In addition, alongside reductions in the cost of labour,

AISMEs Manufact. T i . : : :
SMEs Manufact.  Trade  Services - Construct SMESs appear to have succeeded in reducing their non-

2007 " 2012 personnel costs as their overall cost structure is

virtually unchanged.
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Labour costs

... as a result, 72 of SMEs do not intend to make any further changes to their labour cost in
the year ahead

%"

» Although 3% of the SMEs made changes to their labour costs in the previous 5 years, over 2 of SMEs do
not intend to make similar changes in the year ahead.

» About ¥ of SMEs resorted to layoffs and wage reductions in the previous 5 years, while another 21%
adjusted only wages, and 15% adjusted only the number of employees.

» Of the SMEs that resorted to layoffs, 84% select employees on the basis of skills and 12% on the basis of
cost (which is more significant for smaller SMEs, 30% of which decide on the basis of cost).

Change in annual labour cost Means of change in annual labour cost
during the past5 years - during the past5 years -
100% 0% 7 iring/hirin
° -13{;/0- Only wage /J:andgwageg

80% 10%

21% 18%

60%

firing/hiring
40%
20% Firing/hiring,
wage and
0% No change flexible hours
All SMEs Small Medium 26% N\_Only flexible 9%
mDecrease >50% = Decrease<50%  ®No change \Other hz(l;:s
Increase < 50% B Increase > 50% 8%

Means of change in annual labour cost
- nextyear -

100% -
80% -
60% -
40% -
20% -
0% -

Only
firing/hiring
9%

Only flexible

No change h?}‘l;/l:s

53% —————— Firing/hiring
and wage
4%
Firing/hiring,
wage and
flexible hours 29
4%

27%

Manufacturing Trade Services Construction

B Decrease > 50% ¥ Decrease < 50% B No change

Increase < 50% B Increase > 50% Other

17%




f‘ Employment
(4 ) Significant reduction in average employment, especially in smaller enterprises

Average number of employees* » On looking at the course of employment in SMEs, as
Yochange:  -25 % 20% 3% | reflected in the current business survey, we can infer
o 50 44 that the average number of employees per business
;é-) 40 7 34 has decreased by 25% in the past 5 years (down to 20
% zz : - persons in 2012 vs. 27 in 2007).
E 10
% 12 1 I ; > Small enterprises** appear more vulnerable, with
All SMEs Small Medium average employment down by 40% (6 employees on
2007  ®2012 average in 2012 vs. 10 in 2007), compared with 23% for
medium-sized enterprises (34 employees on average in
%change: -33%  -27% -5% -52% | 2012 vs. 44 in 2007).
50 - 47 . ..
% " » As regards differences by sector of activity:
% 30 - > ) . 30 28 . v' Greater losses were observed in construction SMEs,
g 20 15 with the level of employment per enterprise dropping
% 10 - I I l to half in the past 5 years.
° Manufactuing  Trade  Services  Construction v' On the other hand, stronger resistance was
5007 ®2012 developed by the services sector, where employment
per enterprise dropped by only 5% in the past 5

* The data concern the equivalent of full-time

employment for workers employed on a full- years.
time, part-time and seasonal basis (but not on

an outsourcing basis).

** For the purposes of the survey, small enterprises are those with turnover under scales 1-3 (€ millions): 1=(0-0.1], 2=(0.1-0.5], 30
3=(0.5-1] and medium-sized enterprises those with turnover under scales 4-6 (€ millions): 4=(1-2,5], 5=(2,5-5] and 6=(5-10].



Employment

%"

More flexible forms of employment are gaining ground

Type of employmentin SMEs

2012 86% 11%

2007 91% 4%

0% 20% 40% 60% 80% 100%

= Fyll-time Part-time Seasonal

* The data concern the equivalent of full-time
employment for workers employed on a full-
time, part-time and seasonal basis (but not on
an outsourcing basis).

Contract workers (outsourcing)

50 - 48
3
g 40 -
@
30
2 18
S 20 A
8 13 14
(]
8104 3 6 2 .
0 - T — T T
Manufacturing  Trade Services  Construction
2007 ®2012

» The fall in employment over the past five years has been accompanied

by a restructuring of the labour market in SMEs:

v Part-time employment increased to 11% of the workforce in
2012, vs. 4% in 2007.

v This increase was achieved at the cost of full-time employment
(86% in 2012, compared with 91% in 2007), while seasonal

employment continues to account for 3%.

> Besides regular employment, SMEs benefit considerably from flexible
forms of work provided by contract workers (outsourcing) — for which
they do not pay employer's contributions or compensation in the event
of contract termination. The average number of contract workers has
dropped over the past five years, at a rate similar to that of the rest of

employment. Notably, however:

v In manufacturing, the average rate of outsourcing increased (6 per

company in 2012, compared with 3 per cent in 2007),

v In construction, where third-party contractors are hired widely,
there was a significant decline in numbers (18 per company in
2012 vs. 48 in 2007).

> In addition, it is notable that due to the adverse environment, over the
past two years 45% of SMEs had to delay payroll payments by an

average of 1.5 months.
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Employment
The majority of SMEs resorted to layoffs over the past five years...

%"

» The adverse environment led to layoffs by 70% of SMEs, the phenomenon being particularly marked in

manufacturing and medium-sized enterprises (90% of larger SMEs vs. 40% of smaller enterprises).

» However, since there were also hirings during this period, the number of SMEs that ended up having a
lower number of employees in 2012 vs. 2007 was smaller (circa 60%). In addition, as medium-sized
enterprises also made more hirings, they presented a smaller decline in average employment (23% vs. 40%

for small enterprises).

SMEs that resorted to layoffs
during the past5 years

100% - ,
80% 86%

80% 1 67%

56%

60% -

7%
a00% | %

89%

- j
0% - T

100% -
80% -
60%
40%
20% -
0% -

Change in employment
during the past5 years

| 00o |

Increase < 50%

B Increase > 50%

All SMEs Small Medium
Size¥1 Size¥2  Size*3  Size*4  Size*5  Size*6 B Decrease > 50% ¥ Decrease < 50% ® No change
Increase < 50% ® Increase > 50%
100% - 100% 1 _se
80% 80% A 13%
80% | 70% 71% 71% ° 16%
59% 60% -
60% 40% -
40% - 20% 1 EENDA
20% - 0% '
° Manufacturing Trade Services Construction
0% - ' ' ' . ' ] H Decrease > 50% = Decrease < 50% = No change
AllISMEs  Manufact. Trade Services Construction

* The scale of 1-6 in the graph above indicates turnover in € millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1], 4=(1-2.5],
5=(2.5-5] and 6=(5-10).




Employment

...which were only to a small extent offset by lower-wage hirings

% of SMEs that fired employees

100% 7
80%
60%
40% -
20%

0% -

Means of covering the employment

needs created by layoffs

18%

27% 0
23%

179% AL
All SMEs Small Medium

B Hired new employees with lower wage
Hired new employees with same wage
B Remaining employees
Increased labour of employer
H No need because of low demand

100%
80%
60%
40%
20%

0%

% of SMEs that made layoffs

Manufacturing

21%

28%
20% 28%

0,
27%
10%

g e EX

33%

29%

Trade Services

B Hired new employees with lower wage
Hired new employees with same wage
B Remaining employees
Increased labour of employer
¥ No need because of low demand

Construction

» As regards new hirings serving to offset layoffs,
we note that 22% of enterprises that made layoffs,
also hired new staff. 3% of SMEs that carried out
rehirings provided for lower wage. This strategy
was mostly followed by medium-sized enterprises
(28% vs. 16% of small enterprises) and the

manufacturing sector.

» About half the enterprises that carried out layoffs
covered the created employment needs through
increased labour by the employer and the

remaining staff.

» Because of reduced demand, the remaining % of
SMEs did not post any employment needs
stemming from the layoffs of the previous
years. Slightly greater labour needs appear to
have been created in medium-sized companies

and the services sector.
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Wages

Layoffs have not been enough to stabilize productivity — wage cuts have also been needed

%"

» Despite the fall in employment, revenue per employee contracted by 36% over the past 5 years — falling
even more in small enterprises. Accordingly, to keep the productivity level relatively stable, wage cuts of
circa 28% were required (while the decline in the smallest enterprises has exceeded 80%).

» As regards the various individual sectors, there was a sharp drop in revenue per employee in the services
sector (where employment declined less), and only marginally in manufacturing (where aggressive job cuts
took place). Against this backdrop, manufacturing SMEs did not need to reduce significantly average wage
to balance their labour costs; in the services sector, however, the average wage declined sharply.

Annual revenues per employee Average annual wage
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Productivity by business sector
Manufacturing

%"

» Export-oriented manufacturing SMEs appear to have carried out fewer layoffs than non-exporting
enterprises over the past five years (decline in employment 33% vs. 50%, respectively).

» Due to effective employment adjustments, both exporting and non-exporting enterprises managed to

respond to a great extent to lower revenue. As a result, revenue per employee dropped marginally by 6%
in the exporting enterprises (which remain the most productive companies) and 9% in the non-exporting
enterprises (vs. a 36% decline for the entire business sector).

Note that average annual wages decreased by more than annual revenue per employee in both exporting
(down by 16% and 6% respectively) and non-exporting manufacturing SMEs (down by 23% and 9%
respectively). As a result, wage adjusted productivity increased (remaining higher in export-oriented

manufacturing enterprises).

Annual revenues per employee
in manufacturing SMEs

Average annual wage
in manufacturing SMEs

in manufacturing SMEs
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Productivity by business sector
Trade

%"

» Of the various trade sectors, the motor vehicle trade, despite severe cuts in employment (38% vs.

29% in retail and 22% in wholesale trade), posted the largest revenue contraction per employee
over the past five years.

Wholesale traders responded less dynamically in terms of employment (down by 22%). However,

they managed to boost already high productivity by cutting average wages by 37% (compared with
23% in the motor vehicle and 11% in the retail trade sectors).

Annual revenues per employee Average annual wage
in trade SMEs intrade SMEs
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Productivity by business sector
Services

%"

» As regards the various services sectors, job cuts in transportation enterprises were enough to keep their
revenue per employee at the highest levels for services SMEs. The decline in revenue per employee

was more marked among freelancers, due to the small increase in average employment by 8% over the
past five years.

» When the reduction in the average wage per employee is taken into consideration, tourism and
freelancers are the services sectors that stand out in terms of wage adjusted productivity, as they
succeeded in increasing productivity over the past five years.
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Productivity by business sector
Construction

%"

» As in manufacturing, over the past five years, export-oriented construction SMEs reduced their
employment by less than non-exporting enterprises.

» In view of the changes in revenue per employee and average wages, wage adjusted productivity:
v remained relatively stable in non-exporting construction enterprises, which cut average wages in line
with the reduction in average annual revenue
v declined significantly (almost 50%) in exporting enterprises, which lost the advantage they enjoyed 5
years ago vs. non-exporters (as reflected in the confidence index, p. 16). The adverse position of this
sector is confirmed by the existence of surplus employees (40% in export-oriented construction
enterprises vs. 28% in non-exporting and 20% in SMEs overall).
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Human Resource Management
by size

100% 1
82%

o
80% o 63% 619
56% 59%
60% 1 45%
40% 25%
20% -

0%
All Slze* Slze* Slze* Slze* Slze* Slze*
SMEs 1 2 3

% of SME segment

2007 m2012

* The scale of 1-6 in the graph indicates turnover
in € millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1],
4=(1-2.5], 5=(2.5-5] and 6=(5-10).

Human Resource Management
policies
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/.
{h) HR management policies

In examining SMEs' general approach to HR
management, we see that more than half have specific

policies and procedures in place.

The larger the business, the better its organisation,
as just % of the smaller SMEs have established policies
(at a declining rate over the past 5 years) vs. 82% of the
larger SMEs (at an increasing rate over the past 5

years).
As regards the various policies followed by SMEs:

v Staff training is the most common policy (circa
30% of SMEs), with its importance growing over the

past 5 years.

v' Performance-related financial incentives are less
common (less than 20% of SMEs), while their
importance is limited due to the adverse economic

environment.
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Staff selection

HR management policies

Main means of hiring

B Qther
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40%
20% - 51% 0 45%
0% T T )
All SMEs Small Medium

= Personal contacts/ references Newspaper ads
Internet ® Subsidized employment progr

B Other
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60% A ° 23% 19%
40% A
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B Personal contacts/ references Newspaper ads
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Business owners tend to take on new employees via
personal contacts and references from friends and
acquaintances — this method being preferred by ‘2 of
SMEs.

Job adverts posted in newspapers and the internet
follow, this method is preferred by medium-sized
enterprises (in total 47% of medium-sized

enterprises vs. 23% of small enterprises).

OAED (Manpower Employment Organization)
subsidised employment programmes appear to be
more popular among small enterprises (11% vs. 1%

of medium-sized companies).

As regards sector variations, it is notable that
construction SMEs attach greater importance to
personal contacts and acquaintances (66% vs. 50%
for the other sectors), while they consider newspaper
and on-line job adverts to be less important when
searching for new staff.
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SMEs that find labour market reforms
usefull
0,

100% 1 80% 80% .

0 ° 7%
80% - o
620/0 60% 64%
60% -

40% - 27%
20%

0% T T T
All SMEs Size*1 Size* 2-5 Size* 6

during the past3years ~ ®inthe future

* The scale of 1-6 in the graph indicates turnover in
€ millions: 1=(0-0.1], 2=(0.1-0.5], 3=(0.5-1], 4=(1-

2.5], 5=(2.5-5] and 6=(5-10).

Labour market reforms
that were considered usefull by SMEs

Decrease inemployers'
social security contribution

Flexible working hours
Decrease in cost of firing

Abolition of benefits

Collective bargaining
modifications

Decrease in minimum wage

No regulation

% of SME segment

B jnthefuture " during the past3years

57%

0% 10% 20% 30% 40% 50% 60%

60% of SMEs consider the labour market legislative
reforms of the past 3 years to be useful. Medium-sized
enterprises appear to have benefited more from such
reforms, while only 27% of smaller SMEs (size 1)
consider that they have benefited to some extent.

The most effective measure according to SMEs (30%),

has been the reduction in employer's contributions.

In addition, 80% of SMEs overall anticipate that they
would benefit from further legislative reforms in the

labour market (the rate is 60% even for the smallest
SMEs).

The key areas where they suggest further reforms are

needed:

reducing employer's contributions,

\

establishing flexible working hours,

<

reducing the cost of layoffs, and

\

modifying collective bargaining.
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SMEs that stand out in a positive way
Companies that increased their workforce in the midst of severe crisis

In a period of sharp contraction, many enterprises understandably have reduced staff numbers over the past
S years, nevertheless 17% of SMEs opted for a net increase in their employment (with 7% of SMEs

increasing their workforce by over 50%).
Most enterprises (%) that increased their employees are medium-sized, while no specific sector stands out.

In addition, 19% of SMEs increased their labour costs over the past S years. The critical question is whether

those enterprises that increased their employment are the same that saw their labour costs increase.

Change in employment Change in annual labour cost
during the past5 years during the past5 years
100% A [ 700 | 100% A 20/, ——
10% ] -1 lﬂ-o/ ]
800/0 7 0

80% -
60% -
40% -
20% -
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40% -
20% A
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All SMEs Small Medium All SMEs Small Medium
B Decrease > 50% " Decrease < 50% ¥ No change B Decrease > 50% “ Decrease < 50% B No change
Increase < 50% B Increase > 50% Increase < 50% M Increase > 50%
100% 1 —_—sem

100% - ] mj
80% - 99 13%

25%

80%

60% - 60%
40% 40% A
20% | [N 20% 7 27%
0% - : : 0% - - - -
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SMEs that stood out in a positive way
Strategy regarding human resources

Labour cost during the past 5 years

100% -
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SMEs that increased employment:
change in labour cost

Labourcost With layoffs

increased 31%
31% Labours

decreased

38% '
Without

layoffs
7%

» 70% of SMEs that increased employment managed not to
increase their labour cost (40% reduced it, while 30% kept it

unchanged).

> 80% of companies that increased employment while reducing
labour costs made layoffs and rehired employees on a lower

wage.

» In general, filling the employment needs arising from layoffs by
hiring new lower-wage employees is a strategy applied by 53%
of SMEs that increased their employment, vs. approximately
16% of enterprises that reduced their employment over the

same S-year period.

Means of covering the employment
needs created by layoffs

100% + - —_—
80% - % 42%

60% -
40% -
20% -

0% -
SMEs thatincreased ) SMEs that decreased
employment employment

B Hired new employees with lower wage
Hired new employees with same wage
B Remaining employees
Increased labour of employer
B Other 43

% of SMEs that made layoffs




SMEs that stood out in a positive way
The importance of flexibility

%"

» SMEs that increased their workforce managed to achieve a dual goal:

v' They gained market share against those enterprises that followed employment reduction policies.
Specifically, although prior to the crisis they were of a similar size to the enterprises that reduced
employment (average annual income of €4 million in 2007), over the past 5 years their revenue
declined by just 30% vs. 60% for those that reduced employment.

v They managed to maintain the higher productivity (wage adjusted) they enjoyed before the crisis,
by drastically reducing the average wage, which almost fully off-sets the decline in revenue per

employee.
Annual revenues per enterprise Annual wage per employee
45 39 4,2 - 60 49
wy 50 37
w 2,7 22 40
T 30 c 2 28
© 1,8 g9 30 23
3 15 29 20
£ 10
0,0 T T 1 0 T 1
SMEs that increased SMEs that decreased SMEs that increased SMEs that decreased
employment employment employment employment
2007 m2012 2007 m2012
Annual revenues per employee Wage adjusted productivity
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SMEs that stood out in a positive way
Achieving sounder results

%"

» Enterprises that increased employment continue to comprise the healthiest group among SMEs, with a
significantly stronger growth orientation (51% of these aim at growth vs. of 24% of SMEs that reduced
employment) and greater resilience to the crisis (18 months vs. 14 months for the other SMEs).

» The increased number of employees does not appear to cause any problems, as only 18% of these SMEs
consider that they have surplus personnel.

» Likewise, they present a better organizational profile, as they have stepped up use of HR management
policies (70% of SMEs in 2012 vs. 60% in 2007) - quite the opposite of what happened to SMEs that
reduced employment (where the use of HR policies was restricted to just 50% of such enterprises in 2012

vs. 65% in 2007).

Strategic priority Resilience to the crisis
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{-r&) SMEs employment in the following year

Following labour market restructuring over the past S years, SMEs present a trend toward

workforce stabilization for the year ahead.

Specifically, 60% of SMEs state that they have as much employees as required, while only 20%
continue to employ surplus personnel. Accordingly, circa 20% of SMEs state that they intend to

change the number of employees during the next year in order to reduce their labour costs.

A comparison of these expectations with the situation that has emerged in the past few years (where

44% of SMEs have reduced labour costs through layoffs) leads us to believe that the greater part of
restructuring in the SME labour market has already been effected.

Evaluation of current number of employees
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(ih) Mapping the SME sector in Greece

[ Number of SMEs ]
747,800 enterprises
1

[ Sole proprlietorships J [ Complanies J
79% 21%
| I | | I |
Small Medium Small Medium
S A R

* For the purposes of the survey, small enterprises are those reporting turnover of less than €1 million and medium-sized
enterprises are those reporting turnover of between €1 million and €10 million.

Turnover of SMEs
€150 billion
1

[ Sole proprlietorships ] [ Complanies J

38% 62%

| I | | I |

Small Medium Small Medium
S A S

* For the purposes of the survey, small enterprises are those reporting turnover of less than €1 million and medium-sized
enterprises are those reporting turnover of between €1 million and €10 million.

» The approximately 750,000 SMEs in Greece generate turnover of circa €150 billion.

» 4/5 of SMEs are sole proprietorships, which account for a corresponding share of the total domestic

business sector (compared with just ‘2 of the business sector in Europe).

» Although sole proprietorships comprise the majority of SMEs, the greater share of turnover (over 60%) is

generated by companies of various legal status (SA, limited partnership, limited liability, etc.). o
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({.&) Sample description

Sample structure (number of companies) Greek SMEs structure (based on turnover contribution)

T“T“.°"er Manufacturing Trade Services Construction Total T“T“.°"er Manufacturing Trade Services Construction Total
(million €) (million €)

(0-0,1] 40 40 40 40 160 (0-0,1] 1% 4% 5% 1% 11%
(0,1 -0,5] 40 40 40 40 160 (0,1 -0,5] 3% 14% 6% 2% 24%
(0,5-1] 40 40 40 40 160 (0,5-1] 2% 9% 3% 1% 15%
(1-2,5] 40 40 40 40 160 (1-2,5] 3% 11% 4% 2% 20%
(2,5 -5] 40 40 40 40 160 (2,5 -5] 3% 8% 3% 1% 15%
(5 -10] 40 40 40 40 160 (5 -10] 3% 8% 3% 1% 15%
Total 240 240 240 240 960 Total 15% 53% 23% 8% 100%
.= |
*Due to changes in the availability of data, there is a possibility of Source: Hellenic Statistical Authority - business register 2007

deviations of circa 10 per cent.

» Our survey examines a sample of enterprises with a turnover of below €10 million, which, for the

purposes of the analysis, we define as small and medium-sized enterprises (SMEs).

» Enterprises were selected using a stratified sampling method, in line with the standards of similar
surveys carried out by international organizations. Specifically, a total of 960 enterprises were
selected in such a way as to enable even distribution of the sample on the basis of two key factors:
scale of turnover (6 scales) and activity sector (Manufacturing, Trade, Services, Construction).

» In order to draw conclusions that are representative of the SME segment, answers were weighted
according to the participation of each sub-set in the total turnover of the segment. Thus, findings
were arranged: i) by size; ii) by sector; and iii) for the whole SME business sector. On the basis of the
methodology, the segments are weighted based on their shares in total turnover and not the number

of enterprises. 49
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(i‘.r‘) Constructing a business confidence index

» In order to construct a confidence index for SMEs, we included a number of basic questions
regarding the level of business activity in the previous and in the coming semester. The model for the
questions is based on the harmonized questionnaire recommended by the OECD and the European

Commission, thereby enhancing the predictability of the index.

» The Index questions have 3 alternative answers: increase (+), no change (=), decrease (-), or above
normal (+), normal (=), below normal (-). To begin with, we convert the number of answers per
category (+,=,-) to percentages and then we calculate the net result by subtracting the (-) from the (+)

percentage. Last, the confidence index for each sector is the average of the net results for the
following questions:
v' For manufacturing: The level of orders, inventories, and future production trend.
v' For services: The business situation of the firm in the previous semester, past and future
demand trend.
v' For trade: Level of inventories, past and future demand.
v" For construction: Level of backlog, and future employment trend.
» For the SME sector, the business confidence index has been estimated as a weighted average of its

subsectors (the weights being the shares of the sectors’ turnover in the economy).

» By carrying out the survey on a regular 6-month basis, we should be able to form a picture of SMEs’
course over time, as reflected in the index. To draw reliable conclusions, comparison will be made
between the current index level and its long-term average (so as to correct possible over-optimism or

over-pessimism bias).

50



4
(i‘-r‘) Survey ID

Company: TNS ICAP

» Methodology: Quantitative research in the form of Computer Aided Telephone Interviewing - C.A.T.L,

using a 20-minute structured questionnaire.
» Sample: A total of 960 interviews:

v’ 480 enterprises with annual turnover up to EUR 1 million (freelancers, sole proprietorships,
unlimited companies, limited partnerships, limited liability companies, SAS)

v’ 480 enterprises with annual turnover between EUR 1 million and 10 million (unlimited companies,
limited partnerships, SAs, limited liability companies)
Geographical coverage: Athens, Thessaloniki, Heraklion, loannina, Kavala, Larissa, Patras.

Sampling: multi-stage, stratified, non-proportional sampling for sector, turnover size and geographical

area in each of the two sets of samples.

» Statistical error: in each of the two sets of samples of 480 enterprises the maximum statistical error is
estimated at +/-4.5% at a 95% confidence level

Period of survey: 25/04/2013 - 12/06/2013

Survey framework: The survey was carried out in line with ESOMAR and SEDEA (Association of
Greek Market and Opinion Research Companies) codes of conduct and the quality control
requirements set by PESS (Quality Control in Data Collection). A total of 37 researchers and 3
reviewers with experience and know-how in business surveys participated in the field research.
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