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Key findings of the survey on capital controls and cash withdrawal restrictions 

8 November 2017

In May 2017 the Greek authorities undertook the publication of a roadmap for the relaxation of the capital controls and the cash withdrawal restrictions (henceforth: capital controls), which have been in force since 28 June 2015. An important element that will guide the relaxation process is an assessment of the depositor confidence as well as of the impact on the economy from the capital controls and their gradual easing.  
Against this background, on 30 June 2017, following a tender procedure, the Bank of Greece engaged Alvarez & Marsal Hellas (A&M) consulting firm, which, in cooperation with Kantar TNS regarding the implementation of the survey, carried out a research survey seeking to gain a snapshot view of the perception of the general public and of businesses on several issues relevant to capital controls, such as the impact of the existing capital controls on the economy and the potential outcome of their relaxation.
The survey was conducted between July and September 2017 and involved:
· General Public Survey (GPS): phone interviews of 2,000 individuals from the general population nationwide;

· Affluent Consumers Survey (ACS): phone interviews with 300 individuals from municipalities in Athens and Thessaloniki;

· General Business Survey (GBS): phone interviews with 500 business entities (small businesses, SMEs, large corporations) nationwide;

· Key Stakeholder Interviews (KSI): face-to-face interviews with high-level officials from 15 large corporate and institutional entities.

The survey sought to address issues such as:
· Awareness: The level of awareness and knowledge of the restrictions in place at the time;

· Impact of capital controls: The extent to which the restrictions in place impact on the general public and businesses;

· Sentiment and trust: Sentiment and perceptions around the current economic situation in Greece and trust in the banking system; and

· Relaxation of capital controls: The likely financial behaviour of depositors in response to the relaxation of capital controls.

Given the nature of the subject, the prevailing conditions in the Greek economy at the time of the survey as well as generally recognized biases inherent in all surveys, the results should be interpreted with caution. In some cases, survey findings do not seem to be consistent with factual information – divergences are evidence of the above mentioned biases. Most importantly, given that any future removal of capital controls will be a significant economic event for Greece and subject to wider economic and political considerations in play at the time, responses to the survey should be viewed as providing contextual value only and therefore cannot be used to draw final conclusions about the impact of the (gradual or full) removal of capital controls. 
The key takeaways of the survey are as follows:
Awareness

· The awareness of the general public is rather incomplete, while the awareness of businesses reaches higher levels. Awareness improves for larger firms. 

Impact of capital controls

· Respondents from the general public reported being impacted by the capital controls, frequently exhausting their cash withdrawal limits. They also reported a reduction in the use of cash.

· Businesses reported that the adverse impact of capital controls was evident in several aspects, such as the timely collection of payments from customers, suppliers’ payment terms and demand for products and services. The relevant impact was more pronounced for importing companies. 

· Businesses also reported increasing use of electronic transactions, instead of cash. This is illustrated in the rapid increase in the use of electronic payments, e-banking, and point of sale system (POS) installations. 

· Companies did not consider the capital controls framework, in place at the time of the survey to be overly restrictive: companies had managed to perform the necessary adjustments to function effectively under the capital controls, thereby accommodating to a large extent their needs.

· Capital controls have affected the investment decisions of firms. The investment plans of large corporates have been impacted by the capital controls to some degree but for the most part are back on track. Investment plans of smaller companies, however, appear to have been materially affected, mainly because of the incumbent uncertainty.

Sentiment and trust
· The level of confidence of the general public and of the business sector in the short-term prospects of the Greek economy and the banking system was on the low side during the survey period.

· The majority of - mostly larger - companies were cautiously optimistic about the short-term prospects of their business. This is less the case for the public, which reported less optimistic sentiment with respect to their income in the coming year.
Relaxation of capital controls
· The majority of respondents did not expect capital controls to be abolished for at least two years.  

· The progressive relaxation and eventual removal of capital controls will provide a strong signal that the Greek economy is returning to normalcy, according to key stakeholders. 

· However, respondents in the key stakeholder interviews acknowledge that a host of other milestones need to be fulfilled in advance, including improved confidence in the economy, the political system and the banking sector, adjustment programme implementation, efficient NPL management and economic growth, consistent with the milestones defined in the roadmap.

· Economic growth and stability of the Greek banking system were the top two reasons necessary to persuade the general public to bring money back into the banking system.

The above mentioned results of the survey, which are detailed in the annex below, are to be seen in the context of the prevailing economic circumstances in the period between July-September 2017 when the survey was undertaken. Thus, they offer only a “snapshot” of the opinions of individuals and businesses at a specific point of time. Seen in this light, the survey can be assessed as a useful input in informing the process of further relaxing the capital controls and the cash withdrawal restrictions.

Annex: Detailed presentation of key results 
For the purposes of the survey, a representative sample including the general public and the business sector in Greece was selected. A sub-group of affluent consumers was specifically targeted, in order to ensure their representation in the results, while a series of interviews with key stakeholders intended to enhance understanding of any challenges they faced due to the imposition of the capital controls. The survey questions were developed in cooperation with the Bank of Greece, including the opening text of the questionnaire informing respondents that the survey was being conducted on behalf of the Bank of Greece.
A. Awareness of existing capital controls is incomplete.

· The bi-weekly cash withdrawal limit in place at the time of the survey was identified spontaneously by 52% of the public. However, only 15% were aware of the monthly limit for transferring funds abroad.

· Companies painted a similar picture, with 57% showing awareness of the restrictions in the transfer of funds abroad through banks, while one in two (49%) was aware of the framework for the withdrawal of funds remitted from abroad. One in four companies (25%) was aware that a company can send abroad the total amount of funds that has been transferred into the business bank account from abroad.

· Awareness improved for larger firms with respect to the latter provision, as one in two (49%) companies with 50+ employees was aware that a company can send abroad the total amount of funds that has been transferred into the business bank account from abroad. However, larger firms seem to have lower awareness of the provisions allowing businesses to withdraw a share of these funds (37% showed awareness).

B. Impact of capital controls  

· Respondents in the general public reported being impacted by capital controls. 48% noted that they often or almost always exhausted their cash withdrawal limit, while 62% reported a reduction in the use of cash since the imposition of capital controls.

· Restrictions related to fund transfers abroad are less binding to households: 69% of the public report that the limits for transferring funds abroad bear no impact at all on their household.

· Turning to businesses, capital controls have affected their financial matters: timely collection of payments from customers and suppliers’ payment terms (e.g. request for cash in advance) have been the areas where businesses faced most challenges following the imposition of capital controls: 

· 51% of all businesses reported a negative impact on the timely collection of payments from customers, with the issue being most challenging to small businesses of 5-9 employees (68%) and to companies involved with wholesale and retail trade (65%). 

· 51% of all businesses reported a negative impact on suppliers’ payment terms due to the capital controls. Businesses of 10-19 employees were worst affected, with 67% reporting some degree of negative impact. 69% of the trade sector also noted a negative impact on suppliers’ payment terms. 

· The reported impact of capital controls on financial matters varied considerably depending on the level of imports/exports businesses engaged in. Both importers and exporters were most affected in terms of timely collections from customers and suppliers’ payment terms (as quoted by three quarters of importers and 43%-45% of exporters). Exporters struggled more than importers - but also than businesses at large - with the issuance of letters of credit and letters of guarantee (as reported by 25%).   

· For larger businesses (with 50 or more employees), stricter payment terms with suppliers (e.g. request for cash in advance) posed the most common challenge (56%).

· Capital controls had an impact on businesses’ operational matters: 53% of all businesses reported a negative impact on demand for their products and services due to the capital controls. Order completion was the second most quoted field in which businesses were negatively affected due to the capital controls (according to 47% of all businesses).

· The most common measure that companies took to mitigate the effects of the capital controls was in increasing the use of e-banking services (noted by 59% of all businesses). Installing point of sale systems was the second most common measure implemented by companies (50% of all businesses).

· A large share of large corporates (38%) have started or made more use of a relationship with a bank abroad.

· As a result, the use of payment cards (credit/debit) and e-banking has been significantly boosted: 69% of the general public reported a shift from cash to the use of payment cards and 32% to the use of e-banking services.

· One in two companies considers that their business has largely or sufficiently overcome challenges due to capital controls (25% to a great extent and 26% sufficiently). Most challenges remain with smaller companies and companies in the industrial sector (24% and 28%, respectively, still face significant challenges). The overwhelming majority of large companies (50+ employees), by contrast, appears to have overcome such challenges (only 12% report to still face significant challenges).

· Exporters have largely overcome challenges due to the capital controls: more than one in two reported ‘no problems today’ (55%). Importers and businesses at large reported more frequently that they were still facing challenges due to the capital controls (mainly in terms of administration for payments abroad according to 44% of importers and timely collection from customers according to 37% of businesses at large).

· Capital controls have affected the investment decisions of firms. Although a small share of companies indicated that their investment plans had been abandoned on account of the capital controls (16% of all businesses), an equal share (15%) has noted that they had not been affected at all. It seems however that the imposition of capital controls had an impact on the size and timing of investment plans: 

· 34% of companies reported that investment plans had been reduced in scale and 23% that they had been postponed.
· Capital controls have had a more adverse impact on the investment plans of smaller companies than on those of larger ones.
· While 16% of small companies (1-4 employees) reported to have abandoned their investment plans, the overwhelming majority of large corporates (50+ employees) did not have to abandon them (only 2% report to have abandoned them).

· For the largest part, small businesses and large corporates reported to have reduced them in scale (by 34% and 40%, respectively).

· Notably, one in three large corporates reported to have not changed their investment plans at all (34% of corporates), compared with only 15% of small companies.

C. Sentiment and trust among respondents (general public and businesses) were reported as weak: 

· Turning to the prospects of the Greek economy, the largest shares of respondents from the general public, affluent consumers and the business segments expected no change (38%, 47% and 33%, respectively).

· However, a significant share of businesses was pessimistic about the outlook for the Greek economy: 28% of businesses expected that conditions in the Greek economy will greatly deteriorate in the next 12 months. The share was similar to that of the general public (25%), but the figure for the affluent consumers almost halves (12%).

· Trust in the banking system was fragile, with slightly more than one third of the public (36%) and almost half of businesses (48%) responding that they lack trust in banks in Greece.

· This finding must be interpreted with caution, as there seems to be an upward bias in this outcome. Other responses from the survey indicate a higher trust in the banking system: for instance, out of the same share of general public respondents that expressed a lack of trust in the banking system, 41% would still prefer €10,000 in a bank account than in cash.

· Results vary by company size and sector. Trust in the banking system increases with the size of the company: 49% of companies with less than 4 employees reported that they lack trust in Greek banks, compared with a mere 15% of companies with 50+ employees. The respective share for services companies stands at 38% (56% for the industry).

· The largest share of respondents from the general public (34%) expected their own income to remain the same within the next year.

· The expectations of the affluent segment were slightly elevated, with 44% of the total anticipating their economic situation to stay unaffected in the coming 12 months.

· Businesses showed slightly greater optimism in their perceptions on their own company’s position in a years’ time. While 41% of responding businesses expected the position of their company to stay the same, one in five (21%) businesses expected a slight improvement.

· By contrast, less than one in ten respondents from the general public and the affluent respondents reported expectations about a slight improvement in their income (7% and 9%, respectively).

· Perceptions are somewhat more optimistic among larger businesses: 38% of companies with 20+ employees expect a slight improvement on their own companies’ position in the next 12 months.

D. Relaxation of capital controls 

· The majority of respondents across the various subgroups did not expect capital controls to be fully removed for at least two years (59% of the general public and 53% of businesses).

· With respect to the impact of the various relaxation measures, the liberalisation of cash withdrawals was the most quoted measure with an expected positive impact by all respondents (around 38% of the public and 73% of businesses).

· 37% of the public see no impact at all from this measure, but only 13% of businesses appear to not need to resort often to cash.

· The relaxation of account opening restrictions would largely benefit companies rather than the public.

· 56% of companies expect to benefit (somewhat or very significantly) from this measure, but only 28% see no merit.

· In contrast, the relaxation of this restriction would have no impact at all, according to 44% of the public (28% of the affluent segment).

· The relaxation of restrictions on transferring funds abroad was the measure with no expected positive impact, according to almost two thirds (67%) of the general public and 45% of the affluent segment. 

· Similarly, the relaxation of payment transactions for commercial purposes abroad would have no impact for almost half of the businesses (47%). 

· 39% of the businesses, however, expect some impact. Notably, this issue has growing importance with the size of the company: the larger the company, the more it expects to benefit from the relaxation of payments abroad for commercial purposes, with the share ranging from about one third for companies with less than 4 employees to two thirds for companies with 20+ employees. 

· According to the general public, the two major reasons that might prompt individuals holding money outside the banking system to bring such money into the system are: (i) economic growth (according to 56% of respondents) and (ii) stability in the banking system (according to 44% of respondents).

· Following the full removal of capital controls, 38% of general public respondents expected a significant part of deposits to leave Greek banks, either in cash (14%) or by electronic transfers abroad (24%). However, 79% of respondents said they would take no action with their own deposits.

· Expectations in the affluent segment are similar. 73% of respondents expected to take no action in the light of the removal of capital controls; yet, only 29% expect no change in Greek deposits, while 46% expected a significant part of deposits to leave Greek banks, either in cash (18%) or by electronic transfers abroad (28%).

· Following the removal of capital controls, 83% of general public respondents would expect to increase or at least maintain the same usage of debit/credit cards. The relevant share for the affluent consumers segment rises to 93%. 

· Following the removal of capital controls, 44% of all businesses would expect to return at least some funds from abroad back into Greece.  

· The largest business segment (50+ employees) appears to be the most willing to do so: 64% would expect to do so, notably to cover operational expenses.

· Almost one in two companies (47%) would not expect to return any funds held abroad back to Greece following the removal of capital controls. However, in comparison, only 22% of the largest businesses (with 50+ employees) consider that they would not expect to return any such funds to Greece.

· Lack of confidence in the Greek economy and lack of confidence in the Greek banking system (according to 61% and 50% of businesses, respectively) were the most common reasons why companies would not envisage transferring funds back to Greece once capital controls are relaxed.

· 41% of businesses would expect their business prospects to improve within a year following the removal of capital controls. 

· This share is higher for larger corporates: an improvement in their business prospects within a year following the removal of capital controls is expected by 62% of companies with 20+ employees and 57% of those with 50+ employees).
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