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Economic growth and job creation:
unleash the potential of SMEs

UEAPME Action Plan for the European Council

· Refocus the Lisbon Strategy on Jobs and Growth

· Deliver a better operating environment for SMEs

· Significantly improve the implementation process
European Council - Spring 2005

Mid-term Review of the Lisbon Strategy

Mid-term review is last chance for Lisbon Strategy

As the Lisbon Strategy approaches its mid-term point, it is clear that the EU has failed to achieve the ambitious targets set out by Heads of Government in 2000, which aimed at making the EU the most competitive, knowledge-based economy in the world by 2010. There are many reasons for this failure, however they can be summarised, as the Wim Kok report
 did, into two main problems:

· The remit of the strategy is too broad. Lisbon is about everything and therefore about nothing. Targeting such diverse and often conflicting aims, in order to recognise the policy priorities of all interest groups, has made it very difficult to make progress under any of the pillars.

· The implementation process is ad hoc and ineffective. Responsibility for the implementation of the necessary reforms is neither well defined nor focused enough, at European, national and regional levels. The failure to give the different stakeholders a meaningful role in the process is a major drawback. In addition, there is a lack transparency with regard to implementation.

While there is a general acceptance that the overall aims of the strategy, in the economic, social and sustainability spheres, are all of fundamental importance it is clear that, unless the EU succeeds in creating a healthy and competitive economy, it will be difficult to make lasting progress in the other two pillars. At present, the European economy is falling further behind. 

Europe’s SMEs are therefore encouraged by the approach of the European Commission and the European Council to the mid-term review. It is being used as an opportunity to analyse the shortcomings of the strategy and refocus its priorities. The recommendations
 made by the European Commission in December 2004, proposing a revamp of the strategy, to focus primarily on economic growth and job creation, represent the right approach.

Any improvement in the performance of the European economy will only be possible if action is taken to strengthen the Craft and SME sector, which not only accounts for two-thirds of Europe’s employment and almost 60% of economic output, but has been and will continue to be the most dynamic sector in terms of job creation and innovation.

UEAPME strongly urges all policy makers to give priority to the particular situation and needs of small enterprises. This position paper aims to improve the outcome of the mid-term review of the Lisbon Strategy by focusing its proposals on the priorities of SMEs, the growth-generating sectors of the economy. The recommendations outlined herein are key to unlocking the growth and employment potential of the largest and most dynamic part of the EU economy.

1. Making Europe a more attractive place to invest and work

From a Crafts and SME point of view the main obstacles to new investment and job creation are: burdensome administration, the continuing barriers to the Internal Market and insufficient access to capital, knowledge and qualification. 

Against this background, the Lisbon Action Plan should focus on:

· Improving the Internal Market for services
, by cutting red tape and increasing transparency, harmonising quality requirements in the services sector and ensuring standards from the principle of origin are properly regulated and controlled; 

· Reducing the barriers to Internal Market faced by SMEs, caused by prohibitive compliance costs of the taxation systems
, by implementing the one-stop shop for VAT obligations, initiating the pilot project on Home State Taxation and by finding a definitive solution for the system of reduced VAT rates on labour-intensive services; reducing the high general cost of legal enforcement for SMEs;

· Improving the access to finance for SMEs
 by increasing the transparency of the new Basel II regime, providing the necessary means for extending credit guarantee schemes, creating better conditions for self-financing; developing a market for risk capital for SMEs and by providing a block exemption to allow appropriate state aid in this sector.

· Improving the business environment
 and the quality of regulation by extension of the use of the so-called “New Approach” regarding self-regulation and audit. Undertaking a comprehensive study on the different compliance costs for SMEs would show the most important sectors in which better regulation is needed.

2. Knowledge and innovation for growth

Innovation, especially for Crafts and SMEs, has much greater implications than merely ICT and R&D. In order to improve the capacity of SMEs to innovate
, the following areas must be addressed:

· Introducing flexible and bottom-up approaches in the upcoming 7th Framework Programme for R&D, with an extension of the specific budget for SMEs;

· Creating an easily accessible European Community patent and an affordable patent insurance scheme;

· Improving access to existing technologies (e.g. for eco-efficiency);

· Increasing the number of qualified entrepreneurs and employees; and

· Supporting the development of business by increasing networks and clusters.

3. Creating more and better jobs

In order to increase the capacity of Europe’s Crafts and SMEs to create more and better jobs, there must be a focus on the following areas:

· The needs of SMEs with regard to mobile and well-qualified entrepreneurs and employees
 have to be taken into account by the next “European integrated programme if the field of lifelong learning”.

· Regulations on the labour market
 have to be brought more in line with the needs of flexible and dynamic enterprises. SMEs require flexible labour markets to enhance their adaptability and boost their competitiveness, therefore the Member States and the Social Partners should fully implement the recommendations made by the Wim Kok Employment Task Force without delay. 

· The social security and protection systems in many Member States act as further disincentives for employees to stay in the labour force or to (re-)enter the labour market. To remedy this, Member State Governments must redouble their efforts to ‘make work pay’
. 

4. Partnership for delivering

One of the most serious shortcomings of the whole Lisbon Agenda over the first five years was the lack of progress in implementing the commitments made by the Member State Governments and the lack of support for reforms from some of the stakeholders. The new and more realistic approach to the strategy, proposed by the European Commission, greatly enhances the prospects of achieving its goals. 

UEAPME calls on the European Council, as well as the involved stakeholders:

· To take real ownership on the Lisbon Strategy, make the necessary commitments and add certainty to the implementation process;

· To improve the transparency of the whole strategy by streamlining the process and elaborating national action plans for the implementation of the agenda; furthermore, these action plans should include a specific chapter on supportive measures for Crafts and SMEs;

· To increase the involvement of the relevant stakeholders, particularly the Social Partners, and to properly include them in the implementation process by creating partnerships for reform;

· To carry out meaningful impact assessments on the different reforms.
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� Report from the High-Level Group chaired by Wim Kok:�http://europa.eu.int/growthandjobs/pdf/kok_report_en.pdf


� Working together for job and growth – a new start for the Lisbon Agenda:�http://europa.eu.int/growthandjobs/pdf/COM2005_024_en.pdf


� UEAPME position on Service Directive:�http://www.ueapme.com/docs/pos_papers/2004/UEAPME_PP_directiveservicesEN_.doc


� UEAPME position on European Taxation Policy:�http://www.ueapme.com/docs/pos_papers/2004/040713_Tax_AC_final_en.doc


� UEAPME position on SME finance:�http://www.ueapme.com/docs/pos_papers/2004/041027_SME-finance_final.doc


� UEAPME position on the upcoming programme for Competitiveness and Innovation (CIP):�http://www.ueapme.com/docs/pos_papers/2005/PP_FCIP.doc


� UEAPME position on Innovation in SMEs:�http://www.ueapme.com/docs/pos_papers/2004/041027_Innovation_final.doc


� UEAPME position on European training programmes:�http://www.ueapme.com/docs/pos_papers/2004/UEAPME PP new gen progs final.doc


� UEAPME position on the Wim Kok report on employment:�http://www.ueapme.com/docs/pos_papers/2003/Kok report PP .doc


� UEAPME position on “make work pay”:�http://www.ueapme.com/docs/pos_papers/2004/UEAPMEpp make work pay-en (1).doc
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