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1. Introduction

The CBCED project is investigating the challenges and prospects for cross border
co-operation (CBC) for entrepreneurs in border areas affected by EU enlargement.
The project seeks to identify sources of threat and opportunity for entrepreneurship in
a broadly based selection of different types of border region, together with the types
of policy response required at the EU, national and regional levels to influence these.
Following a review of the existing evidence base and of relevant theoretical literature,
the methodology employed involves a combination of secondary data and primary,

empirical investigation in the case study border regions listed below.

The document represents Deliverable 11 of the CBCED project. It contains the
regional summary report for the Petrich case study region, which is one of 12 regions
included in the CBCED project for detailed empirical investigation. These case study

regions are:

Imatra and Tornio in Finland

Gorlitz and Hochfranken in Germany
Biala Podlaska and Zgorzelec in Poland
Florina and Serres in Greece
Kyustendil and Petrich in Bulgaria

Ida-Viru and the South East region in Estonia

The purpose of the regional summary reports is to present a summary of the main
results from each of the case study regions, in which empirical investigation has been
undertaken. The regional summary reports are intended to complement the papers

(Deliverables 12-16) related to each of the substantive work packages.

The content of each regional summary report follows a broadly harmonised

framework. Following this introduction, subsequent sections are:

Section 2, which provides a profile of the case study region in terms of economic

development; entrepreneurship; social, cultural and historical perspectives; the



policy environment for entrepreneurship development and cross border co-

operation; and an assessment of the future potential for CBC.

Section 3, which summarises cross border co-operation involving institutions,
paying attention to enabling and constraining influences; examples of positive
and negative experience of institutional CBC in the region; evidence of cross-
border clusters, if any; an assessment of any enlargement related effects on
institutional cross-border co-operation; and policies for institutional and enterprise
based CBC. This section is based mainly on the findings of interviews with key

informants and business support organisations in the region.

Section 4 is concerned with cross-border co-operation, involving enterprises.
Specific topics covered include: the types of CBC that enterprises are currently
involved in; characteristics of enterprises involved in CBC, including foreign
partners; evidence of change in CBC over time; the costs and benefits of CBC to
enterprises; positive and negative lessons from CBC; the role of trust in
enterprise-based CBC; enlargement-related effects (if any); use of external
assistance and participation in public policy programmes; and policy issues
identified. This section is based on interviews with entrepreneurs and/or senior

managers of enterprises

Section 5 is concerned with informal and household-based cross border co-
operation. Specific topics covered include the characteristics and types of
informal and household-based CBC identified; the background and
characteristics of participants in this type of activity; enabling and constraining
forces; evidence of change over time, including current trends and future

prospects; the role of trust; any enlargement-related effects; and policy issues.

Section 6 contains a summary of the main conclusions. Following an overall
Assessment of CBC in the region, the section summarises findings in the region
in relation to each of the main substantive topics featured in the project. These
are enlargement-related issues; clustering-related issues; identity and
perception-related issues; trust-related issues; and policy issues. The section

ends with a summary assessment of future prospects for CBC in the region.
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2. Profile of the Cross Border Region
2.1. Economic Development: Characteristics and Key Issues

The GDP per capita in the most developed Bulgarian region - the South Western
region is respectively 41.7% of EU-25 average rate (according to 2002 data). The
rest of the planning regions feature rates between 23 - 27%, while the indicator at

national level rates at 28.3%.

The data show constant increase of the GDP in Blagoevgrad Province — by current
prices it grew from 2933 Iv. (2002) to 3623 Iv. (2003). Both provinces — Blagoevgrad
and Petrich have an industrial-agrarian economy with GDP per capita of 1 669
(79% of the national average), with higher value registered in the district of Petrich.

The region creates less than 5% of country’s GDP.
The main economic development features of CBR at present are:
A. Technology and Infrastructure
- Insufficient opportunities for technological restructuring of enterprises

- Existing road infrastructure is insufficiently developed in order to meet the

increased traffic on the borders

- Lack of cadastral plans of high mountain villages with potential for
development of rural tourism, for example villages in Ograjden mountain

(located near Bulgaria — Macedonia border)
B. Environment and Ecology

- Ecological problems related with waste pollution of Bulgarian regions

bordering with Greece

- Acceptation of Pirin National Park in UNESCO Convention for Preservation of
World Natural and Cultural Heritage Sites and international acknowledgement
of Sandanski (next to Petrich CBR, part of Blagoevgrad region) as spa- resort
with beneficial climate that creates possibilities for development of cultural

tourism.



C. Human and social capital

- Lack of specific skills of the workforce especially in high-tech industries and

management and marketing of international business

- Increasing migration of highly skilled professionals abroad after EU

enlargement

- Seasonal emigration of agricultural workers from Petrich municipality to

Greece

- Big intraregional discrepancies, for example large variations in the level of
payment could lead to strikes or high migration flow (for example migration of
local rural population to the region of Bansko where construction sector is

intensively developing and payment is higher than the country-average)

- Level of employment which is one of the highest in the country (Petrich is
among Bulgarian cities with unemployment rate (7 % on the average for 2007)

less than the country-average
- Presence of hidden unemployment

- Prevalence of general education over vocational education

D. Public — private sector relations

- There are no adequate statistical data and information needed, especially on

municipal and regional level

- Absence of local public mediators that could create favourable conditions for

initiating public-private partnerships.

- Lack of targeted efforts for Promoting the Ombudsman Institution in Petrich

Municipality

- Insufficient or lack of resources provided by the Municipal budgets for co-
financing of projects which results in insufficient financial capacity for
implementation of projects. Exception to this rule are municipalities the mayors
of which have also involvement in the NGO'’s sector, hence they realize the

need of such resources



- Ineffectiveness of the local non-government sector (there are more than 40

NGOs registered in the region only few of which are functioning)

- Insufficient initiatives on local level for preservation of cultural and historic

heritage

- Little knowledge of cultural marketing and how to be applied in practice in

order to increase the tourist flow to Petrich municipality

- Lack of sufficient knowledge and highly qualified human resource potential to

develop project proposals

- Potential for development of CBC in the field of cultural exchange and
institutional and economic cooperation is a main strength in a view to future
development of the region. But the inability of stakeholders to work in a

network is a constraint which impedes the economic development.

- Unsuccessful privatization that has led to closing enterprises; meanwhile there
are many new-established enterprises but they operate in low value-added

sectors as services and trade;

- Lack of consolidation of the agricultural land.

E. Location and border access

- Favourable geographic location which along with EU enlargement and
opening of the borders creates possibilities for trade development and

increasing exchange of goods with the neighbouring Greece.

- Difficulties related with the legal framework and administrative barriers, for

example the visa issuing procedures.



The main strengths of the CBR from an economic development point of view are
nature and people who are distinguished of being initiative and diligence. Main

weakness is the incompetence to exploit region’s development potential.

2.1.1. Economic Development Characteristics by Sector

Tourism

In cross border region (CBR) tourism (and related sectors) is possibly the most
perspective sector. The growth of tourism could have a positive influence not only on
the sector itself but also on development of related industrial and service sectors,
employment and general economic situation in the regions. * For example Sandanski
is the warmest Bulgarian town during all seasons which attracts great number of
tourists and results in increasing rates of investments in the sector of construction,

tourism and tour-operator services.

The tourism activities in Bulgaria so far have been focused mainly over the Black sea

resorts and the mountain resorts. There has been continuous under-estimation and

! STANDARD PROJECT FICHE (online); Available from:
<URL: http://www.mrrb.government.bg/download.php?id=dmlhbGISMTOxNw==>; Accessed Feb 2008
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under-utilization of the other tourist resources in Bulgaria. The CBR is especially
suitable for the development of the joint tourist packages related to common cultural
and archaeological resources in the bordering regions Bulgaria — Macedonia and
Bulgaria - Greece. Municipality of Petrich by neighbouring two countries, Macedonia
and Greece, has a big unexploited potential for the development of tourism in CBR,
especially of eco- and cultural tourism. Despite of existing favourable natural
conditions Petrich does not have serious traditions in tourism. In the Operational
Programme Regional Development 2007-2013, under the typology of municipalities
according to available tourist resources, Petrich is determined as an area of high-
qualitative tourist resources practically unclaimed and it is also referred as an area for

public investments.

Agriculture

The Agricultural sector has development potential which is unexploited till now. There

are some unfavourable trends:

- Tobacco production decreases mainly because of lost market positions. This
leads to depopulation of some villages in the region which is evident in the
summer. Their citizens go to Greece to start seasonal work — mainly
cultivation of tobacco and fruit picking. They are willing to emigrate because of
the higher rate of payment in Greece. This raises the need of finding
alternative source of employment for agricultural workers in Petrich

Municipality.

- Ineffective irrigation systems and out-of-date machine park. This results in low

efficiency of agricultural production.

Sandanski-Petrich valley is famous for its vegetable and fruit gardens.? The southern
mountains of Bulgaria are centres for the production of tobacco and potatoes.
Bulgarian yogurt and white, brined cheese are products that have been steadily

associated with the image of Bulgaria throughout the world. In addition to agricultural

Z ‘Ecotourism and Bulgaria — An Overview’ - National Ecotourism Strategy Available from:

<URL: http://www.ecotourism.bulgariatravel.org/docs/3.2%20overview.pdf>; Accessed Feb 2008
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crops there are also traditional activities based on forest resources and natural plant
collection. Bulgarian herbs are famous for their composition and healing effects.
Mushroom collecting is part of the livelihood of people in the mountain areas, and
Bulgaria is Europe’s number one exporter of wild mushrooms, fruits and herbs. The
widespread local practice of preparing homemade food preserves for winter supplies
has almost turned into a culinary art. Local fruits are used to prepare stewed fruits,
jams, dried fruits, and molasses. Vegetable pickles are quite diverse in taste and
composition. The same applies to the preparation of different brands of pepper relish
(lutenitsa) and eggplant and pepper purees (kyopulou) in different regions of the
country. The variety and richness of the Bulgarian traditional kitchen has developed
on the basis of local agricultural and dairy products, and the adoption of diverse
oriental influences. Often one and the same dish is prepared in a number of ways

throughout the country, using different recipes.

Industry

Traditional sector in the economy of Petrich municipality is manufacturing
(predominant part of manufacturing enterprises are textile firms). As a result of
privatisation process many producing capacities in the Municipality have lost their
power — the ex Combine ‘Belasitsa’ (now Belasitsa Joint-Stock Company — the only
manufactory for water-meters in Bulgaria), the ex Combine ‘Biliana’ (textile industry).
Now most of their production departments are occupied by local and Greek textile
firms. Manufacturing industry is the key for the municipality because of it dynamic
development in the last years. The total number of companies in this industry is 490.
Net sales income generated by manufacturing sector in the municipality is 36% of the

total. The employment provided makes up 66,5% of total employment.

Transport
Transport Infrastructure Bulgaria - Greece

Five Pan-European transport corridors pass through the cross-border territory of

Bulgaria and Greece



Corridor 4: Dresden / Nurnberg — Prague — Vienne / Bratislava — Budapest —

Bucharest — Sofia — Thessaloniki / Plovdiv — Istanbul

Corridor 10: Saltsburg — Ljubljana — Zagreb — Belgrade — Nis — Skopje — Veles —

Thessaloniki

The weight of each branch in the economy of Municipality is presented below by the

share of workplaces provided:®

1. Manufacturing industry — 39,7 %

2. Education — 13,3 %

3. Healthcare — 7,9 %

4. Agriculture and forestry — 6,2 %

5. Transport, communication, tourism agencies — 4,8 %
6

Construction — 4,2 %

® Profile of the Region, http://www.bl.government.bg/bl/profilee.html
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Extraction industry — 4 %

State administration — 2,9 %

Hotels and restaurants — 2,3 %
10. Water, gas, and electricity supply — 1,4 %
11. Finance and insurance — 1,4 %
12. Business cervices, rents and sales — 0,7 %
13. Other —3,6 %

Main strength of the region’s economy is the existing tradition in development of few
production sectors:

- Production of instrumental and non - standard equipment (“Zino” JSC)

- Production of electric engines and hydro generators (‘Elprom An’ JSC)

- Production of water-meters (‘Belasitsa’ JSC)

2.1.2. Environment Related Issues
The territory of the Belasitsa Mountains/Oros Beles is a typical example of a trans-

boundary ecosystem divided by the borders of three countries - Bulgaria, Greece,
and Macedonia. It is characterised by unique biodiversity comprising a number of
specific sub-Mediterranean, Mediterranean, and mountain ecosystems. Its native old
grown chestnut (Castanea sativa) forests are of European significance. The alpine
zone of Belasitsa is indicated as the example of an area with unique and
representative communities and ecosystems. In order to protect the Mountain the
Bulgarian Biodiversity Foundation proposed establishment of Belasitsa Nature Park
(category V of IUCN) in 2003. However, the unique and rich biodiversity of Belasitsa
needs more efforts towards engaging the local communities. The importance of the
Mountains and its biodiversity conservation is not only of European but also of global

importance.*

The waste pollution in Petrich Municipality is related with the import of old automobile

tyres from Greece. According to the data available every week 40 microbuses full of

* Conservation of globally significant biodiversity of the Belasitsa Mountains trough involvement of
local communities in ecotourism development (BUL/SGP/OP4/CORE/07/03), Available from:
<URL:http://sgp.undp.org/web/projects/11880/conservation of globally significant biodiversity of the
belasitsa_mountains_trough_involvement of I.html>; Accessed Feb 2008
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old tyres pass the Cross-Border Check Point — Kulata. Part of the tyres is offered to
the ‘second-hand’ market, but for the rest quantity, there are not any data available. It
is supposed that the tyres of poor quality are burned which waste the atmosphere
over Petrich area. The Law defines tyres as dangerous waste. Border authorities
made efforts to restrict the import of tyres but the local legislation do not allow them

to prevent it.

2.2. Entrepreneurship Development

Entrepreneurs in the CBR target their efforts toward modernization, expansion, and
technology renovation of production. The private sector is the one that is able to
mobilize resources in shorter terms aimed at modernization and development in
order to improve its competitiveness. It is expected that the private sector in CBR will
keep its leading role in the future. In terms of entrepreneurship development,
processing industry is of key importance in the territory of Petrich municipality — the
total number of enterprises here is 488 (incl. micro-, small- and medium-sized). Table
1 shows the structure of enterprises operating in the processing industry according to
the number of employees and the parameters of their economic activity (Table 1).

Table 1: Structure of enterprises operating in the processing industry in CSR
Petrich

Enterprises Number of Net Sales Profit Number of

units Income Nlevs/ employees
llevs/

Micro- up to 10 311 9 523 000 1766 000 1130

employees

Small-sized 119 30 122 000 1 503 000 2739

/11-50 employees/

Medium-sized 58 58 876 000 2 006 000 5937

/51-250 employees/

Total 488 98 521 000 5275 9 806

Source: Petrich Municipal Development Plan 2007-2013
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Net sales income of SMEs in the Petrich CSR operating in the processing industry is
36% of net sales income in municipal economy. Employment in processing industry

is 66.5% of total employment in the municipality.

2.2.1. Entrepreneurship Development by Sector
The private sector firms in Petrich Municipality prefer activities in the service sector,

light industry, trade, and agriculture that allow quick realization of production and
profits. The new workplaces created in the last year 2006 are mainly in the textile

sector, accounting services, and construction sector.

Tourism

Leading sectors in the economy of Sandanski municipality are tourism and
construction. More than 100 000 tourists from Bulgaria and abroad every year visit
Sandanski. There are more than 30 modern hotels, most of which have spa centres
with mineral waters. Petrich Municipality could benefit from development of various
types of tourism because in the territory of CBR, there are attractive places of interest
such as the ‘Rupite’ area, ‘Markovi kladenci’ area, ‘Samouil’s fortress’ national park,
‘Kongura’ reserve, ‘Marikostenski bani’ complex, etc. Some of these have the status
of protected natural areas (‘Kongura’ reserve, natural sightseeing Kojhuh volcano in
the ‘Rupite’ area, plantations of old chestnuts in Belasica Mountain, etc.). Tourism
development demands construction of better transport links, which would assure

access to new tourist destinations and access to Belasica and Ograjden Mountains.

Agriculture

Although the current state of agricultural sector in Petrich municipality is not good,
agriculture has strong development potential. The agriculture production cultivated by
farmers includes tomatoes, peppers, salads, spinach, tobacco, peaches, apples, figs,
peanuts, strawberries and so on. There are attempts by local entrepreneurs in the

agriculture sector for cultivation of olives and some exaotic fruits.

This potential could be developed by using subsidies and agricultural credits for

agricultural owners provided by the EU Funds for development of rural areas and

12



Local Banks and Credit Cooperatives. Sandanski is a region with traditional presence
in the wine production — next to Sandanski is situated the famous ‘Vinprom

Damianitsa’, a manufactory of wine-production.

Textile Industry

Textile firms take greater share in total number of firms registered in the region. Most
of them have joint participation (Bulgarian - Greek in most of the cases). There is a
high rate of investments in textile enterprises from Greek firms in the territory of
Petrich municipality. Firms often are based in the villages where the salaries are
lower because of the monopoly position of one or more firms functioning in the
village. The EU enlargement is expected to influence negatively these investments.
The process of increasing the salaries in Bulgaria will continue in the future. The
cheap labour will be no more a source of competitive advantage for the Greek textile
firms investing in Bulgaria. So, it is expected that investments of Greek firms wil

increase in Macedonia, because of the lower labour costs.

Some of the respondent stated that the lack of labour force is currently a problem for
the textile sector. In the region of Petrich there are many clothing enterprises working
with materials supplied by the clients. This type of production is characterized with
very low value and usage of cheap labour as main competitive advantage. At the
moment, it is difficult to find workers. The lack of labour force goes deeper because
young generation prefers employment in service sectors where working conditions
are better in contrast to hard manual work in clothing production. Another weakness
is the poor local and regional support for entrepreneurship development (especially

for small business).

2.3. Social, Cultural, and Historical Perspectives

2.3.1. Social perspective
From a socio-cultural point of view there is a rather consistent flow of Greek students

to Bulgarian universities, but this type of mobility is not of a cross-border nature.

13



The age structure in the Blagoevgrad province is more favourable than the average
for the country. Population decreases two times slower than Bulgaria’s average (-
0.26% for the region). The quality of life, according to a UN survey, is the third best in
the country, due to developed infrastructure and lack of pollutants in the environment.
The ethnic structure is close to the average for the country — Bulgarian 79.5 %,
Turkish 9.4 %, Gypsy — 4.2 %. The urban population is 56.6 % of the entire
population.> The population of Petrich municipality to 14.06.07 is 58 744. The
population density is 88,4 people/sg.km and is higher than the average of the
province (52 people/sq.m) and the country (71,8 people/sg.m).°

The population of the town of Petrich is 34 896 inhabitants (to 14/06/2005).

Population = 7 5 o
(est. 2003) 2|8 2 o b 2 =) =)
- £ 1% 8 c | g 2 Elg 8|88
S8 |38 £ | 35 | o O o 8|82 S |E ©
= c o > 5 [)) k=2 “— = S c N c =] c
o > o O o @ S o © 5| o = s 3
A E |mas |0 x e} a v Z E|lm E |»n E
Total 58 744| 339 2110 7679 203093 | 11 567 | 14 260 |54 676
number (2007) | 790 037 290 (2005) | (2002) | (2002) |(2002)
(2007
est.)
Density 88,4 52,0 104,0 71,8 51,2 48,64 | 88,03 |170,1
p/sg.km.

Economic relationships with the regions of South Greece and Macedonia help
realization of common schemes for using social infrastructure in the bordering
regions. Social events and traditions, ethnographic and folklore values, evidence of
customs, crafts and skills, traditions, and beliefs in CBR are inseparable elements of
the local social and cultural heritage. Folklore heritage of Municipality is kept and
recreated by numerous local folklore groups. There are traditions related to ‘Kukeri’
Festival, ‘Golden chestnut’ Festival (for old songs), organized and performed on

annual basis. There is also traditional cultural event organized in the beginning of

® Profile of the Region, available online from URL: <http://www.bl.government.bg/bl/profilee.html>

® petrich Municipal Development Plan 2007 — 2013.
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April each year where guests from the neighbouring countries are invited in ‘Belasica’
Chalet near Petrich. The chalet is situated in the mountain of the same name where
borders of Bulgaria, Greece and Macedonia meet. The yearly cultural event
organized by local people and associations helps to bring together neighbouring

nations through their culture and common social characteristics.

2.3.2. Cultural perspective
The CBR is of extremely rich cultural heritage. Populated from 8000 years BC the

region contains several hundred major archaeological sites and thousands lesser. It
is strongly influenced by the neighbouring Greek territories, leading to intriguing
cultural dynamics in the centuries before the Hellenistic age and onwards, when such
landmarks as the famous shrine of Dionysius became famous along with other
locations of interest. The Thracian monuments from the pre-roman age are very well
presented, varying from big shrines, several tens of lesser shrines, villages, stone
monuments of different types, tombs of different size and type. The Roman Age and
the late-antiquity period pushed the target region even further seeing the construction
of small and medium-sized cities, fortifications of different size and other sites.’

Presently the situation in the CBR with the preservation of the existing cultural

heritage is quite difficult and meets the following problems:

- Inadequate funds in national budget for large-scale excavations, preservation
activities, and proper further use of existing archaeological sites, as well as
lack of wuniformed solutions that would establish the connection of

archaeological sites with issues of regional renewal;

- Very high crime rate related to unsanctioned activities on archaeological sites,
including criminal excavations and export of cultural values and total lack of
supporting infrastructure for already excavated sites — signs, roads, paths,

illumination, security facilities, info-desks, toilets, etc.;

- Inadequate level of activities run by local museums, including low level of

excavation events, excavation activities lack the necessary expertise and

" STANDARD PROJECT FICHE (online); Available from:

<URL: http://www.mrrb.government.bg/download.php?id=dmlhbGISMTOxNw==>; Accessed Feb 2008
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equipment and lack of preserving action for already excavated sites that lead

to their partial or total destruction in the mid-term period;

- Lack of detailed information about existing sites, lack of common data-base in
the central administration and detailed mapping of the cultural heritage in the
target districts; difficult or no access to certain sites due to heavy terrain or

specific locations (caves, mountain tops);

At the same time, the existing archaeological sites present the following

opportunities:

- High potential for the development of tourism, including cross-border tourism

with Greece, for example common tourist routes;

- Very high scientific potential important for the cultural heritage of Europe
(cultural heritage sites of primary interest from 6th century BC to VI-VII century
AD);

- Interesting employment opportunities related to excavations, preservation
activities, and development of cultural tourism sites, open space museums,

and archaeological parks;

- Strong options for joint activities with more developed neighbourhood areas of
Greece that could offer knowledge and expertise, as well as directly participate
in different actions, developing business cases for exploitation of the potential

of the cultural heritage.

2.3.3. Historical Perspective
The CBR develops extensively during the Bronze Age and later. In this period, the

Thracian tribes populate it densely and establish some of their major centres there. It
is strongly believed by the scientists that this is the region where the cult of Orpheus
originally developed.® Well-known sites in Petrich Municipality from both historical
and cultural perspective are Rupite village and Samuil Fortress. Rupite village is an
antic town (Petra) and a necropolis in the Kozhuh area, 3 km to the East from the

village. Incidental excavations have been made and a very small part of the town has

® STANDARD PROJECT FICHE (online); Available from:

<URL: http://www.mrrb.government.bg/download.php?id=dmlhbGISMTOxNw==>; Accessed Feb 2008
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been discovered. Its necropolises have been almost destroyed by treasure-hunters.
Petrich was included in the territory of the Bulgarian State during the reign of Knyaz
Boris | (852-889). During the Middle Ages it was a solid Bulgarian fortress of big
importance for Tsar Samuil's wars (997-1014) with Byzantium. In 837, during the rule
of khan Presian, Petrich enters into the border of the Fist Bulgarian Country. The
following centuries designate an important role to the town in the struggle against the
foreign invaders. 18 km. to the west of the town, in 1014 one of the most dramatic
battles in our history has taken place - the battle for Samuil fortress, where 14000
Bulgarian solders have been captured and blinded. During the Turkish yoke Petrich
becomes a Turkish administrative and military centre. In 1912 the town is liberated
from Turkish yoke and in the next 1913 it hospitably opens its doors for the
thousands of emigrants from Aegean and Vardar Macedonia. From 1920 till 1934

Petrich is a regional town.

2.4. Policy Environment for Entrepreneurshipand CB  C
Policy Environment on national level

The strategic documents and programmes of primary importance for

entrepreneurship and CBC development are:

» National Strategic Reference Framework (NSRF) 2007-2013 including 7

Operational Programmes:

OP Regional Development

OP Environment

OP Transport

OP Development of the Competitiveness of the Bulgarian Economy
OP Human Resources Development

OP Administrative Capacity

OP Technical Assistance
» National Development Plan of Bulgaria for the period 2007-2013
» National Regional Development Strategy of Bulgaria for the period 2005-2015.
» Long-term National Strategy for Sustainable Development
» Strategy for Encouragement of Investments for the period 2005-2010
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Fostering entrepreneurship and CBC, favourable business environment and good
governance is set as a priority in strategic documents pointed out. Bulgaria will apply
specific efforts to foster entrepreneurship and support the competitiveness of
enterprises, including stimulating companies to introduce new technologies and to
improve their innovation activity. The development of more efficient and transparent
administration will not only raise productivity levels, but also stimulate favourable
business and investment climate. Policies at all levels will target effective
administrative framework for business development and entrepreneurship, good
policy design and implementation, better lawmaking, impact assessment of policy

proposals and transparent public procurement system.
[ National Strategy and Action Plan for Creation of Clusters in Bulgaria

The Strategy attempts to place a systematic approach to industry modernisation,
SME intervention and market development for sectors, sub-sectors and clusters
within both an EU and global context. The aim of the strategy was also to identify
prospective sectors, and particularly sub-sectors for their cluster potential. The
strategy recognizes the enhanced cooperation between the large enterprises, SMEs,
the research entities and universities and other key players in the enterprises’
development as successful approach for better management, increased innovation
activity and the qualification of the labour force. As a result this will lead to improved

competitiveness and international trade orientation of the production.

Bulgaria participates in five Bilateral Cross-Border Cooperation Programmes for the
Period 2007-2013:

E Internal Borders of European Union:

Between:
» Bulgaria and Greece

» Bulgaria and Romania
Co-financed by ERDF up to 85%
B External Borders of European Union:
Between:

» Bulgaria and Turkey
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v

Bulgaria and FYROM

Bulgaria and Serbia

¥

Equally co-financed by ERDF and IPA up to 85%

CBC Programme BULGARIA - GREECE 2007 — 2013

Overall ERDF allocation 120 m. Euros.

Allocation per Priority Axis foreseen is as follows:
Priority Axis

Priority Axis 1: Quality of Life — Upgrading and Management of
Environmental & Cultural Assets, Health & Social Issues for the

improvement of Quality of Life in the cross-border area.

Priority Axis 2: Accessibility — Improving the transport and communication
networks and ensuring an easy and safe circulation of goods, services and

people in the cross-border area.

Priority Axis 3: Competitiveness & Human Resources — Stimulating
entrepreneurship, investing in human capital and promoting research and
innovation so as to increase competitiveness and boost the economic and

social development of the cross-border area.

Allocation

46%

24%

24%

Priority Axis 4: Technical Assistance — Aiming at supporting the overall

management and smooth implementation of the Programme.

6%

Policy Environment on Regional, District and Local Level

» 6 Regional Development Plans (NUTS II)
» District Development Strategies

»  Municipal Development Plans

Policy actors on National Level

Ministry of Economy and Energy (MIE)

The Ministry manages and coordinates a wide sector of the national economy —

industry, commerce, international economic relations and tourism. The Ministry’s

activity includes management of Operative Program ‘Regional Development’ funded
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by EU Structural Funds. First calls of this Program were launched in December 2007

aimed at creation of innovative enterprises and technology renewal.
Ministry of Regional Development and Public Works

The Ministry implements the government’s policy on regional development and
territorial planning. The Ministry consists of 10 directorates, including the Chief
Regional Policy Directorate. It is responsible for establishing the guidelines for and
overseeing the implementation of the National Regional Development Plan (NRDP),
coordinating the updating of regional and district development plans, and providing

methodological instructions to municipalities on municipal strategies.

The Chief Directorate has regional offices in the centres of six planning regions. They
develop strategies for regional economic and social development and develop annual
operational programs that incorporate National Economic Development Plan (NEDP)
priorities. The regional offices support interregional and cross border cooperative
efforts and efforts on rural area development. The Ministry oversees territorial
planning and the implementation of energy efficiency and environmental protection in
territorial and urban planning, and construction. The MRDPW is responsible for
financial management and accounting of projects for support of CBC funded by the
EU PHARE Program:

- Projects for support of CBC are funded under PHARE - Cross Border
Cooperation Programme that includes several sub-programs /schemes/
relevant for the CSR of Petrich: PHARE CBC Bulgaria — Greece and PHARE
CBC Bulgaria — Macedonia

- Projects for support of entrepreneurship are funded by the PHARE — Grant

Scheme for Support of Competitiveness of the Bulgarian Economy.

Policy Environment for CBC between Bulgaria and Macedonia

Even though there have been no regional agreements, or legislation concerning
cross-border co-operation it has been rather extensive, especially until the beginning
of 2000. The bilateral agreement (1999-2003) between Macedonia and Bulgaria sets
the frame for the cross-border co-operation between the two countries. The

Programme is aimed at developing economic and trade ties between the two border
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areas, improving education, and vocational training of human resources, foster small
and medium sized enterprises, and lowering the unemployment rate. The following

agreements have been signed:®

a) The Agreement for the abolition of the double taxation of income and property, and

the agreement on free trade between the two countries (1999);

b) The Agreement between the two governments on trade co-operation, on railway

connections between the two countries and on international road transport (1999);

c) The Agreement on co-operation in the medical field (involving medical aid and

scientific development) (2001);
d) The Agreement for infrastructure projects

Republic of Macedonia and Republic of Bulgaria have cross — border cooperation
within the CARDS programme 2004 — 2006. The main priorities and measures in this
CBC were:

1. Sustainable development of the CBR
2. Promoting CBC between institutions of public sector and business

3. “People to people” Actions

The value of the programme was 3 million Euros for the period 2004 — 2006. The two
countries had agreed upon two calls for projects, in which Republic of Macedonia
gave 9 grants of around 1 million euros to 7 municipalities and 2 non-governmental
organizations. The Joint Evaluation Committee evaluated the 77 applications in the
third call, while there was an open forth call for sustainable development, activated in
December 2007. The Ministry of Regional Development and Public Works of the
Republic of Bulgaria and the European Agency for Reconstruction, operating in

Macedonia search for proposals aimed at:

- enhancement, exploitation and management of the territorial and
infrastructural integrity of the cross-border area in accordance to the

sustainable development principles;

® The Macedonian Experience with Cross-Border Cooperation Programmes, Centre for Research and
Policy Making (online); Available from:

<URL: http://www.crpm.org.mk/Papers/Occasional/Occasionall4ENG.pdf >; Accessed Feb 2008
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- extension of contacts towards a new level of co-operation and widening of the

sectors and participants currently active in cross-border co-operation.

Financial assistance is provided from the 2005 Neighbourhood Programme between

Republic of Bulgaria and Republic of Macedonia of the European Communities.
The Grant Scheme specific objectives are:

- to improve the infrastructure supporting cross-border co-operation in the area

of development of complementary economic activities

- to promote the economic cohesion along the border in order to increase the
competitiveness of the border economy, in the bilateral cross-border area of
Republic of Bulgaria and Macedonia within the border region in the following

NUTS llI level territorial units:

Republic of Bulgaria: Macedonia:

Kyustendil — 9 municipalities North-East, South-East and East
Bobovdol, Boboshevo, Dupnitza, Kocherinovo, Municipalities of Kratovo, Kriva Palanka,
Kyustendil, Nevestino, Rila, Sapareva Banya, Rankovce, Radovis, Konce, Strumica,
Trekliano; Bosilovo, Vasilevo, Novo Selo, Berovo,
Blagoevgrad — 14 municipalities Pehcevo, Vinica, Zrnovci, Kocani,
Bansko, Belica, Blagoevgrad, Gotce Delchev, Cesinovo — Oblesevo, Probistip, Stip,
Garmen. Kresna, Petrich, Razlog, Sandanski, Karbinci, Delcevo, Makedonska
Satovcha, Simitli, Strumiani, Hadjidimovo, Kamenica and Sveti Nikole

Yakoruda

Within the CARDS CBC programme with Bulgaria, the two countries also open two
more calls for project proposals, worth 3 million Euros. From CARDS 2004, The
Secretariat for European Affairs of the Government of Macedonia used 5% from the
funds as a technical assistance, to train the staff of the newly established office of the
Common Technical Secretariat of the Programme in Strumica. This office is to give

assistance to the applicants, the potential applicants, and the winners of the grants.
Policy Environment for CBC between Bulgaria and Greece
Cross-border declarations and agreements on government level:

The two countries signed a good neighbourly agreement in 1992
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In 1994, a programme on scientific co-operation was launched, as the result of
a bilateral agreement, involving also the mobility of university students
between the two countries.

In 1999 a customs agreement was signed, which effects are still below
expectations.

In 1999 an agreement was concluded explicitly concerning border areas; the
programme's objective is the development of infrastructures (transport and
telecommunications) in the Greek-Bulgarian border area.

In 2001 agreements on border area issues on (a) co-operation in the tourist
sector, which did not produce concrete results and, (b) on protection of
investments. The latter encouraged mainly Greek investments in Bulgaria, but

not in the border area.

Figure 1: PHARE CBC Bulgaria — Greece Project Investments by sectors

3% 2%

.

4%

OTranspoert and Infrastructure BEnvironment
O Others DOEnergy

B Telecommunications

Source: http://www.alsoproject.eu

CBC in the Greek-Bulgarian region seems mainly oriented towards the improvement
of infrastructures (using also EU funding), aimed at creating the preconditions for
economic development in the area. The will to co-operate on environmental issues

must also be noted /Fig. 1/.
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2.5. Potential for Future CBC

On the Greek and Macedonian side most of the projects financed by the national
government or by the EU do not produce any effects across the border. The same
applies also to the Bulgarian side, posing credibility problems. In Bulgaria, at local
level, there is a serious lack of information, which translates into a reduced, but not

altogether absent, cross-border planning capacity of the local institutions.

In order to fix some of the above mentioned problems, cooperation between Bulgaria
- Greece and Bulgaria - Macedonia will continue in the period 2007-2013. An
Operative programme Regional Development managed by MIE has set the priorities
for the cooperation. A common goal of the programme is the sustainable
development in the cross — border regions of Bulgaria and Macedonia and Bulgaria —
Greece or support of the wider European cooperation and integration. The specific
goals of the programme are:

- fastening the sustainable economic development in the cross border region,

- promoting the social cohesion and cross border collaboration;

- Improving the quality of life in the cross border area.
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3. Institutional Cross-Border Cooperation
3.1. Nature and Extent of Current Institutional CBC

3.1.1. Institutions involved
Main institutions from CBR involved in CBC (between Bulgaria — Greece and

Bulgaria — Macedonia) are representatives of both civil society (NGOs and Business

Support Organizations on local and regional level) and public sector:

- Non-government sector: Business Support Organizations (BSOs) such as
interviewed Business Information and Consulting Centre; Tourist Association;
Credit Co-operative; Regional Industrial Association; Chamber of Commerce

and Industry;

- Public sector: representatives of local authorities such as interviewed Mayor of
the Municipality of Petrich, two ex-Mayors of Petrich, Chairman of the Council

of Petrich Municipality, Director of Labour Office Directorate — Petrich.

3.1.2. Forms of CBC
The forms of institutional cross-border cooperation are:

» delegations to the bordering countries
& participation in CBC cultural initiatives and events

» implementation of common CBC projects (for example the project for
establishment of business networks between Petrich and Serres, Greece with

leading organization Petrich Municipality)

3.1.3. Longevity and outcomes
The general attitude of the key institutions towards CBC is positive. It has favourable

impact on the region related with: possibilities for institutional, business and cultural
exchange, preservation of traditional cultural values and common elaboration of
project proposals on the matters of cross-border cooperation and regional
development. The CBC in some cases positively influences the cross-border trade.
For example the Trade Fair ‘Zlaten Krai’ - part of the Chain of Balkan Fairs for cross-
border trade. The inclusion in this Chain of the Petrich Trade Fair ‘Zlaten krar’
supports establishment of a bridge between Petrich and South Macedonia to the
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west and between Petrich and Greece to the east. This Fair also represents
significant economic event which has cross-border scope. Indirect result from this
event is establishment of cross-border distribution networks. The extent of
cooperation is unsatisfactory. In the most cases CBC is based on informal agreement

and it is accidental by character.

3.2. Enabling Factors for CBC

Established initial partnership relations with the Greek and Macedonian municipalities
created conditions for future writing of partnership statements and establishment of
sister-cities, Associations of municipalities and Euroregions between Bulgaria,
Greece and FYROM. There is no doubt, both on business and institutional level that
influence of CBC on regional development is very important in terms of securing
employment, development of tourism and cross border trade with customer goods
and services.

Trust is important issue especially as regards the long-term relations between
institutions included in cross-border cooperation. In building trust there is a need to
find the appropriate mechanism for cooperation — formal versus informal. Using the
so called gentlemen agreement, i.e. ability to keep ones’ promises is an indicator of
trust but it is unsuitable in case of new partners. Knowledge of foreign languages and
the management skills are especially important for an organization which begins to
develop CBC. The political and economic factors are particularly important. The
politic vision and national state policies are main political factors. The local historical

heritage is among the most important factors.

3.3. Constraining Factors for CBC

Basic constraints in realisation of CBC projects are: lack of adequate support of local
government (on municipal level), unreliable partners, co-financing and bureaucracy
constraints and corruption practices. Other problems hindering CBC are different
national legislations, prejudices, stereotypes, misunderstanding of the different

cultural characteristics and customs of the cross-border partners and lack of trust.
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The main barriers to institutional CBC are organizational (lack of sufficient sources of
funding) and cultural (language in separate cases act as a constraint in relations
between Bulgarians and Greeks as stated from some respondents). The lack of trust
in the beginning is a barrier for the realization of CBC which could be overcome by
open and correct relations. The EU enlargement has positively influenced the
increasing of trust between partners. There is evidence of cross-border regional
identity based on the presence of many similarities between population from the
three neighbouring countries (Macedonia, Greece and Bulgaria). This helps
cooperation. That strong manifested common identity facilitates relations between
people but sometimes hinders cooperation between institutions. Historical factors do
not hinder CBC but there are important historical prejudices and controversies with

the Macedonian neighbour.

When talking about the CBC between Bulgaria and Macedonia, the area is
characterized by low salaries and standard of living. While privatization is completed
in Bulgaria, there is a lot to be done in restructuring and privatization on the
Macedonian side. Marketing is also lacking (in the tourist sector). The importance of
stimulating the exchange of experiences and co-operation activities with the
economic and institutional actors of the EU must be pointed out, also involving all
stakeholders to elaborate strategies for the area, facilitate investments, and

modernize the production structures.

3.4. Examples of Positive Experience of CBC

RCS 1
BSO Kalabak Tourist Association — Petrich
Category Involved in CBC
Positive Initiatives to support CBC are undertaken by ‘Kalabak’ TA in the framework of the
experience following projects:
Why they are Projects undertaken are initial steps toward the development of CB tourism
positive
Joint Project Belasitsa to get the status of CB protected area situated on 3 countries: Bulgaria,
proposal Greece and FYROM. ‘Kalabak’ TA actively collaborates with Bulgarian
‘Belasitsa ‘Biodiversity’ Foundation and Greek partners for project implementation. The
Nature Park’ natural wood ecosystem of trans-border Belasitsa Mountain includes centuries-old

chestnut forest - unique not only for Bulgaria but for Europe as well.
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On this base access to crediting and project financing will be easier and will serve
as a base for development of the eco- and mountain tourism in the CB zone.

Project for
cultural
exchange with
Macedonia

Partners:
Kalabak Tourist Association, Bulgaria
‘Enthusiast’ Tourist Association — Strumica, Macedonia

The project activities include planning and organization of the so called 'Chestnut’s
nights’. Every night domestic and foreign tourists get together in Belastitsa
Mountain to try baked chestnuts and young wine.

Project for
Belasitsa
Mountain

Marking of Belasitsa Mountain
Publishing tourist map of CB mountain region Bulgaria—Macedonia—North Greece

Reasons for

The region has a history of CBC in the field of cultural tourism. There is a custom

CBCto of organizing excursion on the Belasitsa ridge with participants from Macedonia.
succeed

RCS 2
BSO Business Information and Consulting Centre — Sandan ski
Category Involved in CBC
Positive BICC-Sandanski is involved in a number of projects and initiatives to support
experience CBC. These are:
Why they are Projects undertaken support devel opment of CB business support services:
positive
Project BICC — Sandanski is involved in CBC with EU Business Innovation Centre —
‘Increasing Serres in the framework of the project ‘Increasing competitiveness through cross-
competitiveness  border cooperation’ (BICC — Sandanski is candidate and its partner is Business

through CBC’ -

Innovation Centre).

ghlar:r'a CBC  Territorial scope of the project is:
ulgaria-
Gregece spr. Republic of Bulgaria, Blagoevgrad region: Municipalities of Sandanski, Petrich,
BG  2004/016. Stroumianiand Kresna;
782-01-02 Republic of Greece: Serres Prefecture.
Project BICC — Sandanski is also partnering with EU Business Innovation Centre — Serres
‘Creation of in the framework of another project ‘Creation of New Employment Opportunities —
New a Guarantee for Effective employment’.
Employment,, Territorial scope of the project is: Bulgaria, Blagoevgrad region, Municipalities of
ghlar:r'a CBC Sandanski, Petrich, Stroumiani and Kresna; Greece, Serres Prefecture.

ulgari -
Gre%ce Cross- Main objective of the project is to create new employment possibilities in small
Border ' bordering regions through offering business and consulting services to micro- and
Employment small enterprises, unemployed and employed with potential and intention to start a
Initiatives. BG  New business. Target groups of the project are: existing and starting micro- and
2003/0051 small enterprises; unemployed/ employed wiling to start a business
630.03.02 (entrepreneurs and potential entrepreneurs).
Reasons for  Inthe cross-border region BICC cooperates with EU Business Innovation Centre —

CBC to succeed

Serres, Greece (the aim of cooperation is implementation of CB projects).
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RCS 3

BSO Labor Office Directorate Petrich

Category Involved in CBC

Positive The organization is involved in CBC in the framework of PHARE CBC projects.

experience Latest such project is financed under the PHARE CBC Programme Bulgaria —
Greece:

Why they are Initiatives undertaken encourage new workplaces creation in the CBR:

positive

Integrated The project activities include organization of cross-border trainings and practical

support for seminars. Target groups are unemployed willing to get better knowledge on the

Economic matters of business management and marketing. The training and practical

Development.

sessions will be organized in June 2007 in Serres, Greece.

Reasons for CBC

The CBC had positive impact on the region related with: increasing qualification

to succeed of the trainees, decreasing number of unemployed persons, decreasing the

migration processes and increased adaptability and mobility of the labour force.
RCS 4

Kl Municipality of Sandanski

Category Involved in CBC

Positive The municipality implements a number of CBC projects funded by the

experience Scheme for Sustainable Development across the borde  r with Bulgaria and
Greece:

Why they are Initiatives undertaken by Department ‘Economic Policy and EU Integration’,

positive Municipality of Sandanski foster CBC in the culture sphere.

The Mystical Beneficiary: Municipality of Sandanski

Paths of Rupite

Action duration (months): 12; Grant amount (EUR): 184 387,77
Percentage of total eligible action costs (%):100,00

The Strouma
Road from the
Neolith to the
Early Christianity

Transmission of contacts between Aegea and the Balkans
Beneficiary: Archeological Museum of Sandanski

Action duration (months): 18; Grant amount (EUR): 236 425,29
Percentage of total eligible action costs (%): 89,75%

Reasons for CBC
to succeed

As a border municipality Sandanski is bordering by the Slavianka Mountain with
the small Greek municipalities Angistro and Ahlodohorion, Serres Prefecture
and the big Municipality Nevrokopi, Drama Prefecture.
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3.5. Examples of Negative Experience of CBC

RCS 1

BSO Regional Industrial Association (RIA) — Petrich

Category Attempted, but failed of being involved in CBC

Negative The Association is interested on the matters of CBC but hasn't history of such
experience - cooperation.

examples

Reasons for  Lack of support of the local administration.

CBC to fail Unwillingness to cooperate is due to the inadequate professional skills of municipal
servants concerning project development and management. Cooperation with the
municipality is a necessary precondition for ensuring sustainability of the projects
(RIA — Petrich does not have the resources needed to ensure it).

RCS 2
BSO Credit Co-operative — Nadejda
Category Attempted, but failed of being involved in CBC
Negative Credit Co-operative — Nadejda has undertaken initiatives to support CBC between
experience - Credit cooperatives in Bulgaria and FYROM. This is related with expanding
examples network of Credit Co-operatives in the CB region, offering modern and competitive

financial services to its members and to the population in general.

Reasons for Different legislations in Bulgaria and FYROM do not allow the legal establishment
CBC to fail of Co-operative in FYROM as part of the Bulgarian network.

3.6. Evidence of Cross Border Clusters

According to available data there are around 100 concentrations of firms identified in
the country. But only few of these concentrations have potential to form a cluster. In
the clothing industry there are significant groups of companies situated in the
Bulgarian part of CBR. This group of firms has very important contribution to local
employment and possess strong competitive advantages. All firms from this group
are involved in CBC with Greek partners from the neighbouring border region. They
play two main roles - as a partner in joint venture and/or as subcontractor. But there
are no evidences for existing clusters. Despite geographical concentration of clothing
companies, utilization of common technology, utilization of common set of workforce
skills their activities are not linked. Usually relations (where existed) are limited and
informal based on friendships. For example an entrepreneur helps others to solve

accidental problem. This kind of relations does not produce business benefits on
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regular basis. Another type of relations is connected with exchange of information but
these seemed to be not important practice. In the cross-border region there is
absence of well organized business associations, vertical and horizontal links

between firms, research centres serving companies’ needs etc.

In the past there was a possibility to establish a group of interrelated enterprises in
the IT sector in the region of Petrich Municipality. The idea was to make Petrich a
‘high-tech city’ through implementation of a project worth 5000 000 Euro. For
example one ‘high-tech’ district in the Romanian capital Bucharest is created within
the framework of such project. But this idea was not realized in practice because of
the ineffectiveness of communications with local administration and lack of

cooperation and support.

3.7. Enlargement — Related Effects on Institutional CBC

3.7.1. Examples of Positive Influence of EU Enlargement over Existing Institutional
CBC

- Credit Co-operative Nadejda Petrich

It is expected that Credit Co-operative ‘Nadejda’ will be positively affected by the EU enlargement. The
accession of Bulgaria is related with adoption of the EU's Common Agricultural Policy and funding
from the Community budget. The members of the Co-operative and other Bulgarian farmers can
benefit from an enlarged single market. Rising incomes of consumers in Bulgaria will also create
demand for higher value added products and favourable conditions for developing of bio-agriculture.
That is why trading position of Bulgarian’s farmers is likely to strengthen. Credit Co-operative Nadejda
is the only one in the region which could provide credit in two hours. Offering of lower minimal interest
rate to the members could be considered as a good practice. The role of Credit Co-operatives in
Bulgaria is important in terms of agriculture development. They will provide support necessary for

realization of agricultural projects funded by EU Structural Funds.
- Regional Industrial Association — Petrich

The EU enlargement have led to increasing number of Association’s members interested in
introducing quality standards, issuance of certificates of origin and participation in international fairs
and exhibitions. It is anticipated that Bulgaria’s membership will have a positive effect on the CBR’s

development.
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3.7.2. Assessment of EU Enlargement over CBC
EU enlargement is evaluated from some of the respondents as a source of

opportunities but not of threats for both the business and institutions. It is expected
that Bulgaria’s membership will lead to introduction of clear rules, possibilities for
easier access to information and financial resources. The EU enlargement will
increase attractiveness of the area to the foreign direct investors. Meanwhile the
Enlargement has negative influence on the development of services and trading
sectors in Petrich region through decrease of price differences between neighbouring
markets.

The EU enlargement facilitates the cooperation with Greece, but creates barriers in
the relationships with Macedonia because of the introduced visa regime for
Macedonians. At this stage the visa regime is the main barrier for CBC. Other
respondents stated that from the small business point of view EU enlargement
increases the competitive pressures (industry competition, competition in labour
market) and at the moment small firms are not able to answer this threat in an
appropriate way. As a result, it has started the process of removing Bulgarian small

clothing enterprises by Greek clothing enterprises.

3.8 Policies for Institutional and Enterprise CBC

There is a dialogue between local authorities and entrepreneurs but there is no
evidence that it leads to particular results. The development level of cross-border
cooperation support infrastructure in the region is not satisfactory. EU enlargement is

expected to stimulate implementation of regional polices promoting entrepreneurship.

The structure of entrepreneurship support is not satisfactory. Concerning ongoing
process of separation of responsibilities to entrepreneurship support on local,
regional and national level it is expected that financial decentralization will improve
the support role of municipality but it may create favourable conditions for corruption

practices.
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4. Enterprise Cross-Border Co-operation

4.1. Types of Current CBC Identified

A common type of current CBC identified on enterprise level is formal, based on long-

term relations between partners (more than 10 years in predominant part of cases).

The most spread type of these relations is: supplier (Greek enterprise/s/) — buyer

(Bulgarian enterprise/s/). The much longer is CBC the less formalization of business

relations is observed:

Table 2:. Type of CB business relations identified

RCS Period of CBC Description of CB Formal Informal
Business Relations CBC CBC
Petrich_EO1 1994 — till now producer (GR firm) —
/CBC with Greece/ distributor (BG firm)
1998 — 2003 buyer (MC firms) —
/CBC with Macedonia/ | producer (BG firm)
Petrich_EO02 2007 - till now buyer (GR clients) —
producer (BG firm)
Petrich_EO3 1997 —till now retailer (BG firm) —
CB retailer/ end customers (GR
and MC)
Petrich_EO4 2000 - till now contractor (GR firms) —
subcontractor (BG firm)
Petrich_EO05 1991 — till now buyer (GR and MC firms)-
supplier (BG firm)
Petrich_EO06 2000 - till now producer (GR firm) —
buyer (BG firm)
1997 — 2004 buyer (MC firms) —
supplier (BG firm)
Petrich_EOQ7 2000 - till now supplier (GR tour-operators/

hotels) —

buyer/ intermediator (BG firm) —
clients (BG)
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Petrich_EO8 1997 — till now buyer (GR firms) —
2000 —2004 supplier (BG firm)
Petrich_EQ9 1992 — till now supplier (GR firm) —
supplier (BG firm)
Petrich_E10 1996 — till now supplier (GR firms) —
buyer (BG firm)
buyer (GR firms) —
producer (BG firm)
Petrich_E11 2000 - till now contractor (GR firms) —
subcontractor (BG firm)
Petrich_E12 2006 — till now buyer (GR firm) —
producer (BG firm)
Petrich_E13 1999 — till now contractor (GR firms) —
subcontractor (BG firm)
Petrich_E14 1991 — 2004 contractor (GR firms) —
subcontractor (BG firm)
Petrich_E15 2000 - till now Producer (GR firms) —
distributor (BG firm)
Petrich_E16 1998 - till now supplier (GR firms) —
buyer (BG firm)
Petrich_E17 2001 - till now supplier (GR firms) —
buyer (BG firm)
buyer (MC firms) —
supplier (BG firm)
Petrich_E18 2000 — till now buyer (GR and MC firms) —
supplier (BG firm)
Petrich_E19 1999 — 2007 buyer (GR and MC firms) —
supplier (BG firm)
Petrich_E20 2005 - 2007 buyer (GR firms and MC

clients) —

supplier (BG firm)
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There is a tendency observed in the CBR of newly established enterprises including
emergence of young entrepreneurs that start CBC with Greece and/ or Macedonia
along with the start of their activity. Regional entrepreneurship activity is higher than
the country-average but the main characteristics of the regional businesses are
unfavourable. Some of them are small size, low value added, dominant orientation to
service sector and trade, competitive advantages based on price. Price differences
across the border stimulate development of service sector and trade so the key factor
influencing CBC and entrepreneurship development is the geographic proximity to
Greece.

Figure.2: Duration of CBC on enterprise level (in years)
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4.2. Characteristics of enterprises involved in CBC

, including foreign partners

Nvivo Coding No

EO1

Main sector: design work, production, and installation of aluminum and PVC woodwork and
aluminium accessories.

Characteristics The firm has experience in CBC with partners form Kilkis, Xanthi, Kavala and

of CBC and Serres, Greece (present CBC) and with Macedonian partners (in the past). The

partners cooperation with Greece started in 1994 and involves mainly purchase of

profiles for windows and doors. More important Eticom’s partners are the
following firms: Makedoniki - Panidis Co.; Tiral; Sinodias; Rapti Brothers;
Alumil; Tehni S.A

Nvivo Coding No

EO02

Main sector:

Meat processing

Characteristics of
CBC and
partners

Mes-ko started CBC with Greece in the spring of 2007, when the firm
participated in a specialized International Exhibition Detrop 2007 in
Thessaloniki. Meetings with CB partners are first made on the same exhibition.

Cooperation with Creek partners involves sale of meet products, produced by
Mes-ko on the Greek market. As Chairman of Bulgarian Association of Meat
Processors the owner have played leading role in establishing initial contacts.

Nvivo Coding No

EO3

Main sector:

Main sector: production, wholesale and retail trade with textile goods. Bella Stil
produces clothes with company’s brand name (Blue Label).

Characteristics of
CBC and
partners

The company has experience in CBC with Macedonian traders and end
customers (Greeks and Macedonians). Bulgarian membership in EU has
negatively affected the company’s sales in Macedonia.

Nvivo Coding No

EO04

Main sector:

Production and trade with textile goods.

Characteristics of
CBC and
partners

The firm has experience in CBC with Greek firms in the period 2000-2007. CB
partners are situated in the towns of Serres (2 partners), Thessaloniki, Drama
and Kavala (1 partner in each town). These are enterprises famous in the
textile sector (medium-sized and big firms) as Praxitelis S.A., suppliers of
materials from North Greece or affiliates of Greek firms in Bulgaria.

As a result of Bulgarian membership in EU, cooperation among Bulgarian firm
and Greek partners is developing.
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Nvivo Coding No

EO05

Main sector:

Fish-breeding; trade with fish; transport in Bulgaria and abroad. Predominant
part of firm’s products is realized in Greece and Macedonia (over 85%).

Characteristics of
CBC and
partners

The firm has experience in CBC with Greek and Macedonian firms —
wholesalers and end consumers. The respondent considers cooperation
between Bulgarian firm and Greek partners as a priority, whereas cooperation
with Macedonian partners is less intensive after the beginning of 2007.

CBC with Greece involves mainly small-sized enterprises from Thessaloniki.
CBC with Macedonia involves small-sized enterprises from the towns of
Skopje and Negotino.

Nvivo Coding No

EO06

Main sector:

Services and trade

Characteristics of
CBC and
partners

reece, Macedonia,
producers. CBC
ian partners was

The firm has experience in CBC with partners from G
and Serbia — wholesalers, retailers and industrial
between the Bulgarian firms and Macedonian and Serb
discontinued.

“Kalata” is currently involved in CBC with a firm b

- Kafestidis A. & B., S.A. - producer of aluminium
located in Serres (about 80 away from Thessaloniki)
exporting mainly to Eastern European markets, inclu

ased in Serres, Greece

components. It is

. The Greek firm is
ding Bulgaria.

Nvivo Coding No

EQ7

Main sector:

Tourism

Characteristics of
CBC and
partners

Albatros Tours Petrich is currently involved in CBC with partners from Greece
and Macedonia.

Partners in CBC have statute of tour operators. The reason for choosing tour
operator as a partner but not a hotel in Greece for example, is negative
experience of Bulgarian tour agency with Greek hotels.

Nvivo Coding No

EO08

Main sector:

Logging, wood-processing, and international transport

Characteristics of
CBC and
partners

The firm has experience in CBC with three Greek partners for the period 1997-
2007. Two of the CB partners still cooperate with the Bulgarian firm as long as
cooperation with third partner was ceased.

Krasimir Kotzev cooperates with medium-sized enterprises for production of
wood products and assembling of wooden panels from Athens and Korinthos.
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Nvivo Coding No

EO09

Main sector:

In country and international freight transport

Characteristics of
CBC and
partners

The firm is invlolved in CBC from the time when it was first registered until now
that evolves from the specific subject of activity of the enterprise — international
freight transport. LVSP PAND cooperates with contracting parties from all
parts of Greece.

Nvivo Coding No

E10

Main sector:

Production of instrumental equipment and wholesale with machine spare parts

Characteristics of
CBC and
partners

Andi 90 is involved in CBC with partners from Kilkis and Thessaloniki, Greece
from 1996. Business relations between CB partners could be described by
splitting CBC into two stages:

- From 1996 till now: purchase of spare parts for household appliances
from Greek wholesalers and selling the goods to final customers in
Bulgaria;

- From 2006 till now: processing of articles by machine woodcarving
and selling them to organization customers in Greece.

Nvivo Coding No

E1ll

Main sector:

Production and export of outer garments and production and trade with
cardboard products.

Characteristics of
CBC and
partners

TPKI Anton Popov is involved in CBC with partners form Drama and
Thessaloniki (these are enterprises producing and trading with knitwear). The
cooperative works with materials provided by the Greek partners/ customers.

Nvivo Coding No

E12

Main sector:

PKiosis Ltd was registered in 2006 as the first Greek enterprise for production
of decorative brass products in Bulgaria.

Characteristics of
CBC and
partners

The mechanism of existing CBC is the following: both raw materials and labour
needed for the production process are supplied from Bulgaria, whereas the
production technology is a specific now-how of the Greek firm as well as
products’ design. The ready-to-use products are exported to Greece.

Nvivo Coding No

E13

Main sector:

production and trade with textile goods

Characteristics of
CBC and
partners

The firm has experience in CBC with Greek enterprises for the period 1999-
2007. Despite negative effects evolving from Bulgarian membership in EU to
SMEs from textile sector, the cooperation between the Bulgarian firm and its
Greek is positively developing.

Ivan Chifligarov cooperates mainly with Greek enterprises and if all of the
existing CB partners move their production to other country, the Bulgarian firm
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will lose significant markets share.

Nvivo Coding No

El4

Main sector:

Trade with carpets and furniture. In the past (during period of CBC), the firm
has operated in the sector of light industry — production of textile goods.

Characteristics of
CBC and
partners

The company has traditions in CBC with Greek enterprises. Now trade
relations of Kali V Ltd with Greek firms are discontinued, in contrary to the
tendency observed in CBR — development of cooperation between Bulgarian
and Greek enterprises resulting from easier border crossing.

In the first stage of CBC development the CB partner was from Kavala,
Greece. During the second stage of CBC development, Kali V's CB partner
was an enterprise from Thessaloniki, Greece.

Nvivo Coding No

E15

Main sector:

Wholesale and retail trade with construction materials, international transport.

Characteristics of
CBC and
partners

Rumenov 92 has experience in CBC with partners from Greece for the period
2000 — 2007.Rumenov 92 supplies construction materials — Greek bricks and
roof-tiles from partners situated in Khalkidhiki and Thessaloniki (the
respondent states that in Khalkidhiki ceramic industry is well developed).

Nvivo Coding No

E16

Main sector:

Import of food products from Greece, construction, selling of real estate

Characteristics of
CBC and
partners

Radovski Ltd is involved in CBC with Greek partners mainly from the region of
North West Greece — Thessaloniki and Serres.

The CB partner from Serres has household chemistry plant. A reason for
selection of the CB partner is good quality of products, produced in Greece as
well as informal, friendly nature of business relationship. The firm also got in
touch with other Greek enterprises from Thessaloniki for import of furniture.

Nvivo Coding No

E1l7

Main sector:

Production and trade with metal constructions; providing documents necessary
for Act 16 (Authorization for use of building issued by the state authorities)

Characteristics of
CBC and
partners

Doverie 2000 Ltd activity includes designing, construction, and installation of
greenhouses and for Macedonia. In addition the firm produce, supply and
install steel constructions ordered by Greek customers.

Doverie 2000 is involved in CBC with partners from North Greece and town of
Resen, Macedonia. The firm also has partners in the towns of Podgoritza and
Bar — Montenegro, Prishtina, Prizren and Ferizaj — Kosovo, Tirana, Vlora,
Gjirokaster, Albania, Serbia, Bosnia and Herzegovina, Croatia, etc.
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Nvivo Coding No

E18

Main sector:

Production, installation trade and export of metal constructions

Characteristics of
CBC and
partners

The firm is involved in CBC with partners from Athens, Patra, Drama,
Komotini, Greece, and Skopje, Macedonia for a period more than 10-year.
Over 60% of its products are exported to Greece, Macedonia, Albania,
Kosovo, Serbia, Montenegro, and Bosnia and Herzegovina.

Nvivo Coding No

E19

Main sector:

Import, export, and trade with sanitary materials

Characteristics of
CBC and
partners

The firm participates in CBC with partners from Greece and Macedonia
(supermarkets and wholesalers). Besides, it has trade relations with industrial
companies from ltaly (Industrie Cartarie Tronchetti S.P.A., Biochimica S.P.A.).
Foreign partners are wholesalers and retailers of sanitary materials from
Greece and Macedonia.

Nvivo Coding No

E20

Main sector:

Production and installation of ventilators and air-conditioners

Characteristics of
CBC and
partners

The firm has experience in CBC with partners from Berovo, Valandovo,
Macedonia, Serres, and Xanthi, Greece. CB partners are two types: end
customers (Macedonia) and wholesalers of ventilation equipment (Greece).

The firm considers CBC with Greece as a priority, in view of the fact that more
than a half of firm’s total sales turnover comes from the cooperation with Greek
partners. Hammur’s trade relations with Macedonian firms are less intensive
after beginning of 2007. The respondent envisages terminating CBC with
Macedonia in the following year (2008).

4.3. Evidence of Change in CBC over time

CBC with Greek partners is developing over time. This is a result of intensification of

trade and economic relations after 2007. Besides Greek enterprises offer their

Bulgarian partners some advantages:

- Selling products on consignment;

- Money — back quality guarantee which ensures that clients are fully protected

against delivery of goods of poor quality;

- Capacity to take big orders at any time with significant quantities of products

kept in stock.

Influences of various geographic and economic factors favoured firms’ participation in

CBC in the past: geographic proximity between the town of Petrich and Greece as
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well as development of trade relations (after 1990) between bordering towns. These
relations were characterized by different intensity in the separate stages of economic
development of CSR. The progress of cross-border economic relations with Greece
for the period 1991-2004 follows the logic of CSR’s development as a whole. The
privatization of big state-owned enterprises, determinant for the region’s economic
development has led to cutting down significant part of their staff (that was carried out
in the process of transition form central-planned to market economy). A part of these
ex-state enterprises were operating in the filed of textile industry and had good
technical and technological level of production, determined by the long-term

cooperation with German enterprises.

The privatisation process has caused a crisis related with discharging significant
number of qualified employees. Above-mentioned factors along with economic crisis
after 1989 gave an impetus to cooperation with Greek enterprises, operating in the
textile sector. Availability of qualified personal and low level of payment has led to
differentiation of many Bulgarian firms from the region as subcontractors of Greek
contractors. So cross-border relations between the Bulgarian firm and its Greek
partners are strengthening over time. However there is recent evidence of some
bigger Greek clothing companies that moved their own production base in Petrich
region and replaced small Bulgarian subcontractors. It is not evident whether EU
enlargement affects this tendency. Up to now there is no visible evidence of how EU

enlargement will affect existing CBC in the near future.

After the beginning of 2007, the inflow of Macedonian citizens and retailers to the
region of Petrich decreased, except those ones that have double citizenship or have
received a business/ tourist visa. This results in the decrease of firms’ sales to

Macedonian traders and end clients.

4.4. Costs and Benefits of CBC to Enterprises

The contribution of CBC to the overall performance of the enterprises is very

important. The Bulgarian firms consider CBC with Macedonia as of minor importance.
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Although Bulgarian membership in EU facilitates cross-border business between

firms from Bulgaria and Greece, other factors influence CBC in a positive way:
- Permanent high-quality of Greek firms’ products;

- Offering innovative products that are not produced in Bulgaria

A problem for development of the cross-border business relations for some of the
respondents is the lack of capacity to take big orders that has led to denying some
orders or delay in their implementation. Denying orders has provoked mistrust of
Greek partners towards Bulgarian firms. Lack of delivery planning is a problem in
CBC with Greek partners. This problem acts as a constraint in the process of trust
building between CB partners when scheduling the delivery of urgent orders. While
Greek firms find it reasonable to attach great importance to deliveries for local
(Greek) enterprises/ distributors because of the long-term cooperation ties existing
among them, the Bulgarian owner does not think so. This deteriorates the trust of
Bulgarian firm to its Greek partners. A prolonged delay in deliveries if there is no
shortfall of goods is unacceptable for the Bulgarian firm because it deteriorates its

reputation among the customers.

The respondents stated that the Greek partners consider CBC with Bulgarian firms
as a good perspective and are wiling to increase the volume of orders made.
However, as a constraint for doing so acts the lack of production capacity and
enough qualified personnel. Some respondents stated that EU Enlargement has not
exerted significant influence over the firm’s activity and existing CBC, since it has
caused both, facilitated border crossing and increased competition. Increasingly large
number of entrepreneurs in the region of Petrich import foodstuffs from Greece

(olives, paste products, tinned fish and meat, chocolates, etc).

4.5. Positive and Negative Lessons from CBC

When talking about negative lessons learnt from CBC with Macedonia, Bulgarian
firms are often faced with a main risk - delayed payments of orders. An attempt to

overcome this problem is the requirement for deposit in case an order has been
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made. Lack of trust to end customers from Macedonia serves as a constraint for CBC

to be further successfully developed.

A main obstacle for CBC is the necessity of financial and other resources for building
distribution channels abroad. Another problem in CBC is delay in payments of orders
from the Greek partners. Another constraint in business relations between CB
partners from Bulgaria and Greece is existing cultural differences (in terms of
business ethics — keeping the promises and the terms fixed, etc.). Sometimes such
cultural differences could hinder the development of trust in CBC. Therefore every
successful manager engaged in CBC activities has to devote time for developing
positive personal relationships (rather than following formal procedures) with

managers of Greek enterprises so they can feel confident with him.

In respondents’ opinion decisive role in finding CB partner play personal contacts of
firm’s owner, firm’s reputation, and winning trust of the customers. Trust is obviously
needed when dealing with both firms and customers. The respondent’s background
has proven that Greek partners fulfil their engagements for payment of delivered
goods in negotiated term therefore relations between partners in enterprise CBC
Bulgaria — Greece are based on common trust. Future development of Bulgarian
firms involved in CBC is highly dependent on CBC current state and development
perspectives. Discontinuance of cooperation with the enterprises from Greece would

cause loss of the existing markets.

4.6. The Role of Trust in Enterprise-Based CBC

Along with the development of CBC, trust is set as a priority in business relations.
This process is facilitated by more intensive communications after beginning of 2007.
Trust is important prerequisite for implementing CBC. It is key factor for successful
development of the cooperation and in the beginning of a business partnership, trust
is crucial because many important parts of transactions are done in the initial phase.
It is also defined by CB partners as a vital precondition for development of long-term

business relations.
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There is high degree of trust between CB partners expressed by correctness and
strict implementation of business arrangements according to deadlines accepted
from both sides. There is big trust existing between Greek and Bulgarian firms
engendered by frequent contacts and presence of friendly, informal relations. Trust
towards West European partners (Germany) is higher then the one to Greek
partners. The reason in most of the cases is existing formalization of business
relations. Key factors that help trust building among enterprises in CBC are common
features of both nations (conditioned by some cultural factors and the common
history, geographic proximity and the mobility of population living in the bordering
areas), traditions, the faith professed by both nations.

For example, Easter is major religious celebration in Greece that Bulgarian population from the region
of Petrich also attach great importance. On the Easter days, friend families from Bulgaria and Greece
keep a tradition of visit at each order. Other factors that provoke trust are reputation and size of firm,
reliability of business partner, friendly environment for business relations, regular trade relations and
strictly keeping of engagements of both parties. There are examples of Bulgarian firms having financial
constraints and it happens to delay the payments, but this creates no problems in the existing
business relations (E12).

The trust of Greek entrepreneurs to their potential business partners in Bulgaria
stems from successful development of business relations. However, cases of
misappropriation of trust of Greek businesspersons are quite frequent.

A typical scenario is a Greek willing to establish a branch of his firm (or a new firm) in Bulgaria. Since
Greek entrepreneurs do not have access to detailed information necessary to register a business in
Bulgaria due to both language barriers and lack of knowledge for specifics of the Bulgarian legislation,
they often ‘hire’ local person responsible to charge this mater. Thus, the firm is registered entirely with
Greek capital in many cases, and in relatively short period manages to strengthen its positions on the
market. In the period of successful development, Greek entrepreneur obtains information that the firm
established is a property of the ‘hired’ person or other people. Such experience has extremely

negative influence over trust of Greek entrepreneurs to their potential partners in Bulgaria in general
(E12).

4.7. Enlargement-Related Effects

When observing Enlargement — related effects the main issue is changed status of
borders between Bulgaria and Greece (soft border) as a favourable precondition for
further CBC development, and between Bulgaria and Macedonia (hard border) as a

constraint for CBC development. The border with Republic of Greece changed its
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status with the changed status of Bulgaria as EU-member. From 1 January 2007
border control started to be looser than the pre-accession period which allows many
Bulgarian citizens to travel free to Greece although visa regime between both

countries was ended in 2001.

The border with Macedonia could be defined as hard as there are strict regulations
for passing from country to country. The borders have peripheral character. With EU
enlargement from 1 January 2007 when Bulgaria became EU-member visa regime
was introduced to citizen of neighbouring countries — Macedonia and Serbia. Above
mentioned status of borders in terms of border control — a soft one between Bulgaria
and Greece and a hard one between Bulgaria and Macedonia were confirmed by the
respondents’ data included in enterprise interviews conducted in the CSR Petrich (20
enterprises in a total) during the period April — October 2007.

So Bulgaria’s accession to EU as a whole has positive influence over firms’ activity in
few dimensions: facilitated VAT taxation regime, delivery in shorter terms, facilitated
border crossing and less border check-ups. As a result firms increase their personnel
and the total sales turnover. However increase in turnover is due to growth in both

sales and selling prices.

4.7.1. Enlargement related effects by sector
In general, EU enlargement affects positively enterprise CBC. Consequently, most of

enterprises have the opportunity to increase their market share while exporting part
of products to the Greek market.

Meat processing

Notwithstanding that, generally there are some negative effects in meat processing

sector for example. EU enlargement affects in the following way (E02):

- Higher expenditures for Bulgarian meat producers due to operation of EU custom-tariffs that
raise the price of sausages. Before Bulgaria Membership in EU, beef meat was imported
mainly from South America. Since 2007, however, high custom-tariffs for the meat imported in
EU have made this source unprofitable to use. On the other hand, production of beef meat in

Bulgaria (approximately 10 000 kilos per annum) is extremely insufficient for the need of meat
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processing industry. This forces Bulgarian meat processing enterprises to purchase necessary

products from EU countries, where price is higher (about 2 levs per kilo more).

- Increase in volume of pork meat imported from EU due to insufficiency in Bulgaria; as a result,

the increased competition leads to reduction in prices of Bulgarian pork meat;

- Lower quality of many Bulgarian meat products that is due to changes in the composition (in
terms of different proportion of ingredients). The higher the price of meat products, the more
pork meat is used in production of sausages. This affects taste characteristics of meat

products;
- Increased competition of meat products made in EU and sold on Bulgarian market.

Textile industry

EU enlargement also provoked some negative expectations of Greek entrepreneurs
from clothing industry in the CBR. Some of them tried to export their production base
and/or find new subcontractors from countries like China and Turkey (their
economies offer the same competitive advantages like Bulgarian based on price).
These ventures proved to be unsuccessful. So geographic proximity, work quality

and partners reliability seemed to be key competitive factors.

Along with removing textile export quotas in 2005, Bulgaria took the obligation not to
use quotas for import of textiles. That is to increase competition because of huge
guantities of cheap textiles imported from China and drop in prices of textiles both on
the Bulgarian market and in the world. In order to neutralize the negative effect that
the tendency observed have over firms’ performance, owners undertook some
measures (at the request of their Greek contractors). These are labelling products

with ‘Made in EU’ or ‘Made in Greece’; for textiles made in Bulgaria.
Tourism

EU Enlargement has positive influence over CBC with Greece in tourism sector.
Changes in Bulgarian Tourism Law, related with equalization of prices of tourism
services for Bulgarian and foreign tourists lead to increasing both turnover of tourist

companies and number of tourists per year.
Transport

EU enlargement has caused some difficulties for transport firms. These relate with

requirement for possession of digital tachograph (the black box of the automobile) for
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the freight vehicles with Bulgarian registration that are put into operation for a first
time.

A ‘digital tachograph’ is an electronic system for recording driving and rest times for drivers and co-
drivers of commercial vehicles. In Bulgaria, there are no authorized service stations for calibration of
tachographs and this operation is implemented in the first EU country to be passed through. The
Greece is nearest EU member to South-West Bulgaria but it also does not have authorized service
stations near Bulgarian - Greek border that create various difficulties when transporting freight form
Bulgaria to Greece...EU Enlargement also relates with increase in fuel prices that is considered as a
negative effect. Simultaneously EU Enlargement has some advantages to CBC: improvement of

existing licence regime for international transport companies and reducing the documentation required
(E09).

4.8. Use of External Assistance and Participationi  n Public Policy Programs (a)

in general (b) in relation to CBC

Firms involved in CBC most often receive external consultancy help related to:
- Adoption of quality standard 1ISO 9001:2000 and other standards;

- Preparation of project proposals under programmes managed by
Bulgarian Ministry of Economy and Energy and Bulgarian Ministry of
Labour and Social Policy (firm not receive any funding in most of the

cases);

- Trainings, organized by consulting organizations in the sphere of ERP,

finance management, HRM, Project Management, etc.

When talking about the CBC between Bulgaria and Greece, some of the respondents
stated that there is not any support from public and private agencies concerning
development of micro and small businesses (especially small clothing firms). In such
environment the entrepreneurs rely on their own managerial abilities and skills.
Enterprises really realize the necessity of better protection to their rights and interests

concerning CBC activities.

In the process of CBC development many small Bulgarian firms cooperating with
Macedonian partners rely mainly on experience and personal contacts of business

owner. Such firms did not made use of external assistance in relation to finding
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cross-border partner/s/ or general consulting services during the last 2 years. They

are not registered as a member of Entrepreneurs/ Business Association.

4.9. Policies Issues identified

Improvement of import connections between Bulgaria and Greece is of vital
importance for companies involved in CBC. Measures on policy level have to be
taken regarding improving access to finance and providing more efficient support to
local companies. Essential measures have to be taken on national level aimed at
preventing contraband and unregulated import in order to help decrease in share of
grey economy. Measures need to be undertaken also on national level related with
opening of new border crossing points that to help reducing the traffic on the border
crossing point Kulata — Promahon.

On policy level main issues for Bulgarian enterprises are:

- high requirements of General Labour Expectorate — Executive Agency

of Bulgarian Ministry of Labour and Social Policy

- high fees of National Veterinary Service of Bulgarian Ministry of
Agriculture and Forestry.

Considerable influence over the local cooperatives’ performance has the tax law — the employers of
people with disabilities receive discounts from the social insurance contributions determined by the
Law. They deposit the full amount required and afterwards up to 30% are reimbursed from the state to
the cooperative. There is lack of targeted financing from the State for such organizations; the
resources are provided in the framework of projects prepared by the cooperatives’ staff under various
social funding programmes (E11).
The summarized picture looks like various measures are taken on national level for
support of SMEs, but most of them are only ‘on paper and do not work in practice.
Small firms are unprivileged in comparison to bigger ones regarding access to
information for existing programmes and projects for business support. Besides
resources from EU projects do not reach small firms because of lack of free

resources necessary for co-financing.
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5. Informal and Household-Based CBC

5.1. Characteristics and types of Informal and Hous  ehold-Based CBC Identified

A common type of informal CBC is supplier (Greek wholesale and retail traders) —
buyer (Bulgarian petty traders) relation or Greek buyer (final costumers) — Bulgarian
trader relation. The role of Bulgarian traders in CBC in some cases is intermediate
between traders selling olives from the region of Thessaloniki and Chalkidiki and
Bulgarian end customers/ retail shops. The nature of activities involved in CBC in this
relation is purchase from wholesalers in Greece of fruits and vegetables, food and
beverages and selling them in Bulgaria.

Suppliers of agricultural products to Bulgarian traders are field growers of early fruits and vegetables

and wholesalers from the Central Market in Thessaloniki. The trade with early vegetables is favoured

by the influence of two basic factors:

- Appropriate climate conditions in the region of Thessaloniki — soft winter and hot summer.
Climate conditions in the region of Petrich are similar, but in spite of that, many local traders

are buying vegetables from Greece due to influence of the second factor:

- Subsidizing of agriculture producers in Greece, growing fruits and vegetables - that is why
they can offer lower prices of agricultural products (HO1).

5.2. Background and characteristics of participants , including foreign partners

Participants have educational level below average for the region’s population and
knowledge in at least one foreign language (in most of the cases this is the official
language in the neighbouring country). Except few cases, they are Bulgarians having

previous work experience but not in the field of CBC.

5.3. Enabling and Constraining Forces

Enabling Forces for starting CBC between Bulgarian traders and Greek partners in

field of agriculture are following:

- more friendly climate conditions in Greece that provide possibility for organizing more effective
early field production (without investing additional resources for construction and maintenance

of greenhouses) and as a result achieving lower prices for end customers;
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- in June on the Bulgarian market are offered both tomatoes grown under glass and early
tomatoes — local production, grown in polyethylene greenhouses, which have higher prime
cost and respectively higher prices for the end customer;

- According to observations of the respondent the Bulgarian tomatoes for the period June — July
2007 are offered on higher prises, whereas the prises of imported Greek tomatoes are lower.
This is the main reason for increased demand of tomatoes imported from Greece (for the
same period) (HO1).
The cooperation is informal by its character and is not registered as an enterprise,
since in most of the cases the traders do not have documents for origin of the goods.
The respondents has no intention to register an enterprise for implementing the
cross-border activity because part of goods offered on the Greek market are imported
illegally in fact. A constraint in CBC with Macedonia is limited purchasing power of
Macedonian population leads to specialization of Bulgarian hawkers in sale of cheap
Chinese and Turkish commodities of poor quality. A reason for Bulgarian traders to
choose Greek suppliers is the low prices of imported products that are possible to be
sold on the Bulgarian market with a more than 100% surplus charge (in the summer
season of 2007 the prices of vegetables in Petrich tend to be higher than in previous
periods). In view of the fact that standard of living in Greece is higher than this one in
Bulgaria and often the difference between the purchasing price and the selling price
is insignificant (for the products, purchased in small quantities form Greece and sold
on the Bulgarian market), Bulgarian petty traders are working with low surplus
charge.
In the respondents’ opinion, a part of Bulgarian population has negative stereotypes concerning
Greeks. However, this is mostly valid to the average citizen with low incomes who envies ‘the wealthy
neighbors’ (with the awareness that his grandparents have had lands in Greece, which have been lost
not on their will). The reason of these stereotypes to emerge is hidden in the common historical past of

the cross-border area. Whereas, among representatives of the so-called ‘business class’ in CB region

such stereotypes are hardly to meet.

That is to say, that in case Bulgarians considers the Greeks as not only ‘southern neighbors’, but also
business partners, the attitude is changed radically: estimation is given not influenced by stereotypes,
but considering personal and professional qualities and traits. Such estimation is formed through
personal observations and experience gained in establishing CB business partnerships (HO7).
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5.4. Evidence of Change over Time, including Curren  t Trends and Future

Prospects

Basic preconditions for starting CBC in the field of agriculture are the following
changes of existing possibilities for CBC:

- In summer of 2007 is observed increase in prices of tomatoes and cucumbers grown in the

region of Petrich;

- Increasingly large number of farmers in the region of Petrich abandon the intentions to grow
tomatoes and cucumbers and target their efforts toward alternative cultures — for example

sunflower seed, grape;

- Increase in fast-food restaurants, which use definite sorts of vegetables during the whole year.
Part of these vegetables are not grown in Bulgaria or are offered at higher prices — for

example products grown under glass;

- Raising consumption of Greek tomatoes during the months when there is lack of local
production of field tomatoes and the vegetables grown under glass offered on the market are
very expensive (HO1).

In respondents’ opinion, some agricultural products could be imported in prices much
lower than these on the local market (mainly tomatoes and cucumbers). Traders, who
import vegetables and fruits, sell at a price 3 to 5 times higher than the purchasing
prices (according to the sort, current year's crop, demand on the markets in Greece,
which determine the purchase price and demand on the Bulgarian market, end price
offered and respectively the trader’s profit). The market of food and beverages
imported form Greece for resale in Bulgaria is highly competitive. Therefore, the
dependence of the buyer (the Bulgarian petty trader) upon the suppliers (Greek
traders) is not strong, because there is majority of Greek traders — potential suppliers
of the Bulgarian trader. For this reason and with aim to keep the regular customers,
Greek suppliers offer an option for significant discounts depending on the amount of

goods to be purchased.

5.5. Enlargement-related effects

A highlight from Bulgaria’s Accession to EU is the liberalization of trade with agricultural products,
which led to orientation of the respondent toward purchase of agricultural products from Greek field
growers and traders. As a result of agriculture sector restructuring, a sharp change occurred in
organization of fruits and vegetables’ growing. This change has provoked decrease in yields and raise
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in selling prices, which stimulated the import of agricultural products from the countries neighbouring to

Bulgaria - Greece, Turkey, and Macedonia (H03).

As a result of the EU enlargement the seasonal emigration of agricultural workers in
Greece is expected to increase. Bulgarian workers are attracted by the higher
salaries offered there. They are engaged mainly for picking different agriculture
production: olives, grapes, oranges, mandarin oranges, tobacco, etc. Some
respondents (trading with foods) evaluate EU Enlargement as markedly negative for
CB trade activity. The free access of all Bulgarian residents to go for a shopping in
Greece have caused fade out of petty traders’ functions as jobbers in the sale-trade
of food and beverages. After January 2007, increasingly large number of households
from the region of Petrich travel to Greece almost every week to buy goods from the

so-called ‘discounters’ — for example the German discount market chain called Lidl.

In respondents’ opinion, before Bulgaria’s Accession to EU the cross-border trade
has been more difficult due to the following formal reasons: customs fees, passports,
and green cards required when passing the border between Bulgaria and Greece.
Since 1% of January 2007 there is no such long procedure, there are no custom
duties paid and the process of border passing is facilitated — only personal ID cards

are required.

5.6. Policy Issues Identified

As a whole, CBC has an adverse effect on the local growers of agriculture products.
Besides this, requirements of Bulgarian Agriculture Law are high; there is shortage of agronomists

in the region of Petrich (although there are few agriculture pharmacies) (H01).

Local authorities do not look favourably on CBC that is not registered as an enterprise because the
implemented CB activity is out of the control of tax inspectorates and is hardly to be regulated (HO06).

The legislation has negative impact over existing CBC because of frequent changes
in both laws and taxation regime. Main problems in implementing CBC are related
with corruption of the customs officers and the border control services. On national

level, problems evolve mainly from the existing trade legislation.
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The Municipality has a significant need of infrastructure investments, which could be
granted in the long term only by using EU’s Structural Funds because of high

expenditures for infrastructure development.
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6. Conclusions

6.1. Overall Assessment in CBC in Region

The overall assessment of CBC in the region according to CBCED project data
(obtained by key informant interviews, business support organizations interviews,
enterprise interviews and regional workshop meetings) and statistical data available
for the CSR (consisting of two CB regions) is that:

- CB region Bulgaria — Greece is referred to so called ‘differently developed

regions’*°

with different growth potential and distinguished as one with soft
borders;
- CB region Bulgaria — Macedonia is also referred to ‘differently developed

regions’ but distinguished as one with hard borders.

6.1.1. On institutional level
Institutional CBC is still weakly developed and is mainly concentrated in the field of

culture although there are many other important issues valid for the CSR waiting for
decision: sustainable development, including environment protection; illegal import/
export and traffic of women, children and drugs, existing discrepancies between CB
regions with different level of economic development. Institutional infrastructure for
CBC in the region is lacking or ineffective. An illustrative example for CBR Bulgaria —
Greece is Struma — Strimon Euroregion (with both members from Bulgaria and

Greece):

Struma — Strimon Euroregion: Members from Bulgaria
- Blagoevgrad Municipality
- Kresna Municipality
- Petrich Municipality

- Sandanski Municipality

10 International literature and experience with cross-border co-operation distinguishes three basic
categories of co-operation related to the level of development of borders in both countries. The first
category includes developed and high growth regions on both sides of the border. The second group
consists of differently developed regions with different growth potentials. Finally, the case has to be
mentioned, where both sides of the border are characterized by underdeveloped, depressed,
structurally weak regions struggling high level of unemployment, underdeveloped infrastructure, lack of
investments, both domestic and foreign etc. It is obvious, that these free basic categories need
different development approaches and support mechanisms.
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- Stroumiani Municipality
- Simitli Municipality
- Trade and Industrial Chamber
- Association of South-West Municipalities
- Business Information and Consultancy Centre (BICC) — Sandanski
- American University in Bulgaria
- South-West University ‘Neofit Rilski’
Strouma — Strimon Euroregion: Members from Greece
- Serres Prefecture
- Serres Municipality
- Neo Petritsi Municipality
- Sidirocastro Municipality

- Trade and Industrial Chamber — Serres

Another example is the case of Belasitza Euroregion that involves institutions from
Macedonia along with such from Greece and Bulgaria. There is no evidence of other
institutionalized CBC. There are few attempts for co-operation in the framework of
different projects funded by PHARE CBC Programme (described in 3. Institutional
Co-operation) but they cannot bring sustainable resutls. That is why CBC on
institutional level is not effective — different members of CBC networks more often act

separately.

Basic constraints for realization of CBC are:
- inadequate background or training for the administrative personnel (in
municipalities, local structures of the civil society, including NGOs)
- lack of knowledge how to make CBC sustainable
- limited number of staff available that to speak foreign languages
- lack of knowledge for the mechanisms of functioning of CBC and possibilities

for funding.

6.1.2. On business level:
CBC between Bulgarian and Greek entrepreneurs started in the beginning of

transition period and has continuous character. Since then CBC show continuous

growth.
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Propensity towards cross-border cooperation in the CBR
Bulgaria - Greece

Greek propensity towards CBC is satisfactory, though there is exclusive interest in a
rather unsophisticated economic activities involving export of textile products and
then import of clothing /subcontracting relations/. The interest of Greek entrepreneurs
takes advantage of lower labour cost in Bulgaria. Furthermore, they do not seem
directly interested in stimulating CBC. Propensity of Bulgarian entrepreneurs toward
CBC at present does not translate into a very high level of activity, also due to
absence of a deeply rooted business mentality, as a result of the old economic

system and the lack of financing.
Bulgaria - Macedonia

While Macedonian entrepreneurs seem less inclined towards CBC because of
structural reasons as underdevelopment of the region, the propensity is definitely
greater among Bulgarian entrepreneurs. That is due to existence of many enterprises
along the border area and more advanced position of Bulgaria as EU Member-State
that has experience in economic integration on the Internal EU market. Factors that
influence enterprise CBC in a positive way are: permanent high quality of goods
produced/ offered by Greek firms; in CBC Bulgarian firms have free access to
innovative products that are not produced in the country; free access after EU

enlargement to big market with accumulated significant financial resources.

A common opinion among respondents included in the CBCED project is that
different stakeholders do not work together for the common goal of and region’s and
CBC development. Various actors on institutional, business and individual level not
operate as a network because of existing fragmentation and lack of trust in many
cases. Existing constraints to CBC are: lack of highly skilled professional, poor
marketing skills, short-term profit orientation by some of the relevant actors,
ineffective cooperation between business and local public structures influenced by
bureaucratic and corruption practices, lack of opportunities for financial support of
CBC development. Lack of knowledge in CB partner's foreign language impedes

CBC in many cases.

56



A basic conclusion from enterprise interviews and two regional workshops in Petrich
is that short-term profit orientation and unwillingness to cooperate (i.e. as a part of
effectively functioning network with key actors involved) would only gain marginal
results, as has already been seen (for example the project “Revival of The Fame of
the National Cultural and Historical Landmark “Samuilova Krepost” /Samuil Fortress/
through Institutional /Public and Private/ Cross- Border Co- Operation at Local Level
within the Area of Petritch, Bulgaria and Strumica, FYROM” BG: 2004/016-
786.01.01/Grants-04MACO03/02/002 that was pointed out by local media and
business as a many-waste corruption scheme of municipality and private actors.
Extremely poor condition of this landmark of big historical significance (a property of
Petrich municipality) was not improved by investment activities envisaged in the

project proposal that are seen only ‘on paper’).

6.2. CBC: Enlargement Related Issues Emerging

After EU enlargement the situation with existing CBC relations with Greece on both
institutional and business level has not changed significantly but there are indications
to be improved in the future. The opening of Greek - Bulgarian border and change of
its status (from ‘hard’ to ‘soft’ one) is expected to foster social and cultural exchange
and thus to facilitate cross-border trade and business relations also. Meanwhile the
‘hard’ border between Bulgaria and Macedonia and existing visa regime has
negatively influenced existing CBC at various levels: institutional, enterprise and

household level.

6.3. Co-operation and Clustering Related Issues

Regardless of the fact that clusters are more voluntary unions of interrelated
enterprises there is a need of support from the State and local authorities in
establishment of clusters. The industries with potential for clustering are: shoes
industry, wood-processing and textile industry. There is significant number of
enterprises which operate in the textile sector, but they do not form clusters because
they are not related and in case they have contacts these are more informal and

incidental than planned.
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There aren’t any cases of clusters in the tourist sector. The region provides
favourable conditions for establishment of group of interrelated tourist enterprises:
Petrich (cultural and mountain tourism), Sandanski (spa- and mountain tourism) and
Bansko (mountain tourism and ski resort). There is significant number of enterprises

which operate in the construction sector, but they are not involved in cluster.

6.4. Identity and Perception Related Issues

Factors favouring the development of relations with Macedonia are common identity
and absence of language barriers. While political factors do not have strong impact,
historical legacy burdens the cooperation and generates certain confrontation
between Bulgarian and Macedonian partners. As a constraining factor in CBC with
Greece acts unwillingness of most of the Greeks to speak Bulgarian language (they
communicate either in Greek or English) although big part of Greek population in the
border area knows it (a clear example of this is the case of Greek entrepreneur that
has registered a firm in Bulgaria but declares that he could speak neither in Bulgarian

nor in English).

6.5. Trust- and Learning Related Issues Emerging

The lack of trust between potential partners is a barrier for the development of CBC
in the CBR. Mistrust especially dominates relations between entrepreneurs. Key
institutions support regular contacts but no traditions exist in the information
exchange. In other words, the main stakeholders in CBC (on both institutional and
business level - Municipality, NGOs, enterprises) cooperate with each other but this
cooperation is not effective as it could be if there was bigger trust and ability to follow
the common goals of region’s economic development. Experience is the key factor
that helps to building trust. The absence of the language barrier, especially in
Macedonia, facilitates communication, yet it does not create trust. Local people are
ready to participate in CBC and are open to other cultures and countries. The level of
economic development, institutional factors and EU enlargement all influence the
processes of building trust between potential partners in the region and cross-border

cooperation.
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6.6. Policy and Governance Related Issues

There are initiatives in CBR designed to promote entrepreneurship culture and
positive attitude towards entrepreneurship; to reduce barriers to entry and/or to
reduce the costs of legislative compliance; tailored efforts to increase participation in
business ownership from specific under-represented groups, e.g. ethnic minorities,
women, young people; to improve the market orientations of local institutions.
However, such initiatives are not effective — many of them are not sustainable and

suffer from poor management and lack of coordination between actors involved.

There are no measures for introducing entrepreneurship education into schools
and/or post-secondary education; provision of seed financing; start-up business
support, such as mentoring programmes and/or business incubators; simplification

and/or reduction of taxation for entrepreneurs/businesses
The Role of State Policy in Entrepreneurship and CBC Development
Practical Recommendations

The State, through its central authorities and consistent with its constitutional rights
and obligations, stimulates and supports the development of all economic activities.
The role it plays in the development of entrepreneurship is to:
Place a priority on entrepreneurship development and identify the role of
entrepreneurship
Provide needed information and adopt appropriate legislation
Help establish and maintain the necessary infrastructure and information
systems
Mobilize available resources, contribute to a publicity campaign in the country
and abroad and attract new investments
Establish mechanisms for permanent and stable guarantees for incomes and

fundraising.
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The role of Regional Authorities and their policy for Development of CBC and

Entrepreneurship in the CBR
Practical Recommendations

The co-operation between the regional actors is to take place both in the form of
consultation, best practices exchange and actual CB co-operation, especially in the
environmental, transport, labour, tourist and culture sectors, thus demonstrating the

will, on both sides, to speed up the cross-border development process.

The Role of Municipality of Petrich in and its policy for Development of CBC and
Entrepreneurship in the CBR (Bulgaria — Greece and Bulgaria — Macedonia)

Practical Recommendations

As country’s territorial, administrative and planning unit, bordering with two countries,
Petrich municipality is a key to creating favourable conditions for CBC development

and fostering a positive environment for entrepreneurship.

The specific roles of municipal administration in the development of entrepreneurship
in general, and cross-border entrepreneurship in particular, are to:
Improve existing technical and social infrastructure for entrepreneurship and
CBC;
Develop and adopt local regulations governing economic development
conducted in the territory of the municipality;
Attract investors and partners from the private sector and NGOs in
partnerships between the public and private sector;
Provide support to investment, including FDI by neighbouring countries;
Identify entrepreneurship and CBC development as a priority in municipal

regional development plans.

6.7. Future prospects for CBC

Although the local community from the CBR has a positive attitude towards CBC,
most of the people have not yet fully experienced the advantages it gives. There are

possibilities for future cooperation in the economy, infrastructure, culture and sport.

PHARE-CBC programme was the first attempt to conceive cross-border cooperation
from a strategic point of view. According to the European Commission, each country
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is too focused on its own border area, and avoids considering the two areas as one
single body. Therefore many of the cross-border projects or projects that have a
positive impact are often a result of partnership between a single state and the EU,

instead of co-operation between the two countries.

Considering this future development of CBC depends on various factors (that
currently seem to be more negative although having potential for positive influence

over future CBC if changing the ‘status quo’):

- Incidental character of the actions aimed at support of entrepreneurship and
CBC - there are no strong policy traditions; efforts are taken only when

applying for a grant;
- Inadequate infrastructure for CBC and entrepreneurship support;

- Limited number of business support organizations on regional level - only few

of these are useful in terms of entrepreneurship and CBC development;

- Ineffective CB relations on enterprise level (for example lack of entrepreneurial
networks and cross-border clusters) and multilateral agreements for co-
operation on institutional level, for example Belasitsa and Struma — Strimon
Euro regions, that are not involved in practical measures for support of
entrepreneurship and CBC,;

- Necessity of cross border declarations and bilateral agreements for co-
operation between neighbouring cities as Petrich (Bulgaria) and Neo Petritsi
(Greece) for example that are not fictive but functioning in practice, i.e.
maintaining long-term CBC relation regardless of the change in local

government;

- Lack of working structures and committees on municipal level for support of
CBC;

- Low implementation level of CBC pre-accession projects and programmes as
PHARE CBC due to insufficient administrative capacity (although there is
positive experience obtained by Bulgarian municipalities and limited number of
NGOs in INTERREG Programme as partners of Greek authorities/

organizations in the pre-accession period);
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- Insufficient competences and knowledge of regional and local administration

and SMEs for post-accession programmes as Structural funds.
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