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Key SME policy issues for the Luxembourg Presidency 2005:

Give last chance to Lisbon

UEAPME Board of Directors meet Prime Minister Jean-Claude Junker

Luxembourg, November 30, 2004-11-14

1. Mid-term review has to give new momentum to the Lisbon Process

The main policy issue for the upcoming Presidency of Luxembourg during the first half of 2005 will be the midterm review of the Lisbon Strategy. Especially after the Wim Kok Report, which was considered as rather disappointing by the business community, the mid-term review of the Lisbon Strategy at the Spring Summit will play a decisive role for the future of Europe’s economic development. Therefore, UEAPME expects that this mid-term review:

· give clear priority to economic growth and job creation, which are the only sustainable sources for financing the existing high social and environmental standards;

· define a new approach to communicating Lisbon, which aims to explain the need for economic and social reforms in order to maintain the European Social Model;

· create new policy instruments to enforce the implementation at European and national levels of commitments made by the Heads of Government;

· send a clear message to the Social Partners, and in particular the Trade Unions, as regards their own responsibility towards the reform process.

If the mid-term review fails to give a new momentum to the Lisbon Process, the Lisbon Agenda will remain a list of nice targets without any chance of being realised. Therefore, the Spring Council has to come up with realistic priorities and enshrine them in clear political commitments.

2. Europe needs the Stability and Growth Pact – bring it back to life

The current rules for interpreting the Stability and Growth Pact have proved to be too inflexible. They cannot be adapted adequately to cyclical economic differences in the Member States. These shortcomings have enabled some Member States to ignore the rules and to put the Pact itself into question.

Financial stability and sustainability, the main goals of the Stability and Growth Pact, are pre-conditions for a sound economic development. In order to achieve these long-term targets, short-term flexibility may be necessary. Therefore, UEAPME supports the reform proposed by the European Commission and asks for agreement on a more flexible interpretation of the Pact along the lines of this proposal.

3. Make the Internal Market a reality for Crafts and SMEs

The weak internal dynamic of Europe’s economy can be overcome by removing the remaining barriers to the Internal Market.

Towards a single market for services:

The majority of SMEs in Europe are active in the service sector, where the Internal Market is less developed. The proposed Directive on Services could be an important step forward. Therefore, UEAPME can fully support the proposals to enhance the freedom of establishment, to cut red tape and to increase transparency. 

On the other hand, the proposal has serious shortcomings as regards the cross-border provision of services. If this proposal is adopted, it will endanger the quality of services and promote social dumping. In order to avoid both, UEAPME asks for:

· a harmonisation of quality requirements with a stronger focus on sector solutions and

· effective control of all requirements set in the context of the Country of origin principle.

Help Crafts and SMEs succeed on the Internal Market – the upcoming Framework programme for competitiveness and innovation (FCIP):

SMEs, especially small and craft enterprises should be the main target group of the new FCIP. The new programme should become the main instrument for implementing the European Charter for Small Enterprises, which was insufficient in the past. 

In order to support the implementation of the main principles of the Charter, which are entrepreneurship, innovation and competitiveness, the FCIP:

· should include a new objective on "Introducing and developing an efficient and sustainable European policy in favour of small enterprises", which

· recognises the specific characteristics and needs of SMEs and especially of small and craft enterprises and their need for specific actions and programmes in the field of business services, consulting and training,

· establishes a new culture of consultation and co-operation between the Commission and representative business organisations as intermediaries, by involving them in the elaboration and implementation of policies,

· demands real business impact assessments for small enterprises and

· introduces a multi-annual action plan of innovative measures to implement the Charter.

Towards a European taxation policy for Crafts and SMEs:

25 different company taxation regimes and 25 different administrative procedures for complying with the European VAT System are still a major barrier to cross-border trade for SMEs. UEAPME expects:

· a reform of the company taxation systems in order to create a harmonised tax base, but without interfering with fair tax-competition on rates;

· pilot projects on Home State Taxation;

· the harmonisation and simplification of administrative VAT procedures (refunds, forms, single point of compliance);

· a definitive solution on reduced VAT rates for labour intensive services, in order to reduce undeclared work.

A simplification of Internal Market rules:

The need for simplification of European regulation needs no to be argued anymore. Not only the Charter for Small Enterprises states that " Wherever possible, national and EC rules should be simplified", but also the Competitiveness Council of May 2004 adopted conclusions on improving the quality of regulation in the EU. However much, for not saying everything, still has to be done. Therefore UEAPME asks:

· the urgent screening of existing EU regulations, giving priority to legislation affecting SMEs, in order to assess the priority for future simplification;

· in time involvement of the representative business organisation in the simplification exercise; setting out fixed timeframes for the simplification process;

· creating of "Better Regulation Units" within the European Commission, the Council and the European parliament in order to co-ordinate regulatory review, to assist in improving the clarity and effectiveness of EU-legislation and to ensure that the consequences of any legislative proposals for SMEs have been assessed and fully taken into account.

The Internal Market needs mobile and well-qualified entrepreneurs and employees:

Europe’s SMEs are suffering from a shortage of young people with good quality vocational qualifications. At present, European education programmes favour academic education and the mobility of students to the detriment of vocational training and the mobility of young workers, trainees and apprentices. Therefore, UEAPME asks for:

· an ERASMUS-style programme for young workers, trainees and apprentices;

· a European statute for apprentices, which recognises foreign vocational training as a means for meeting curriculum requirements ;

· the inclusion of small and micro businesses including  self employed persons  and independent workers in all forms of lifelong learning initiatives.

4. Avoid additional burdens for Crafts and SMEs through new labour market, social and environmental regulations

Europe's SMEs recognise that the Lisbon targets not only include economic performance, but also social and environmental standards in order to improve the living conditions of European citizens. These targets can only be achieved if a highly competitive and well-performing economy provides the resources for a better life. Therefore, policy-makers have to avoid endangering the economic base of the European Social Model by introducing new labour market, social and environmental regulations which have a negative impact on economic performance and are therefore counter-productive. 

Crafts and SMEs need a Working Time Directive which enhances labour market flexibility:

UEAPME is very concerned about the new proposal on the Working Time Directive, which:

· tightens the rules of access and the application of the opt-out clause,

· falls short of extending the reference period for the calculation of the weekly 48 hours to 12 months as a general rule and

· makes the legislation on managing executives and on family workers more complex. 

With this proposal the Commission continues to restrain the possibilities for organising working time, which are essential for SMEs in order to adapt themselves to the fluctuation of demand. It’s just the opposite of what SMEs need.

Concerning the proposed Directive on Temporary Work Agencies,

UEAPME hopes that the Luxembourg Presidency will help to find a solution, which will not penalise SMEs in the use of this flexible form of work.

Chemical Directive: REACH a solution, which will help SME to survive

All the impact assessments carried out in the framework of the REACH proposal have reached the same conclusion, i.e. that REACH will lead to an increase in bureaucracy and costs (e.g. to develop substitute products or modify existing production processes) for all businesses. However, downstream users will be particularly affected, most of them are SMEs. 

While most issues are the same for all businesses, a few are of greater importance for SMEs e.g. the registration of substances included in articles. However, data sharing remains the main issue.  To solve this problem UEAPME proposes to make data compulsory and to extend it to all data and not limit it to data on vertebrates, as is currently the case. 

Another issue concerns the identification of uses. Here UEAPME proposes that producers/importers include as many uses as possible in their chemical data sheets.

5. Regional Policy: SMEs are the local and regional economic drivers
UEAPME calls on the Presidency to confirm some of the core objectives of the structural funding programme and in particular to emphasise entrepreneurship by:

· helping to promote and establish strong partnerships with stakeholders

· develop the instruments necessary to support the transformation and integration of policies for cross border business activities between the old and the new Member States

· creating a Rural agenda conducive to the diversification of rural areas through SME creation and development
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