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UEAPME's POSITION PAPER ON THE

CONSULTATION DOCUMENT ON

A FRAMEWORK PROGRAMME FOR COMPETITIVENESS AND INNOVATION

General Comments on Purpose, challenges and the need for a Community response.

UEAPME would like to congratulate the European Commission for organising a consultation on the Framework Programme for Competitiveness and Innovation. Indeed, the four previous Multiannual Programmes have been never subject of such a wide and preliminary consultation process. By doing this, the Commission responds to the demands of the business organisations, the European Parliament and the Economic and Social Committee to be more involved in the elaboration of European policies affecting enterprises.

Europe will only reach the goal of becoming the most competitive knowledge-based area in the world by 2010, which it has set itself in the Lisbon Strategy, if the reforms so urgently required throughout Europe are initiated now and corresponding incentives are offered for enterprises to increase their competitiveness. 

In order to achieve this, the political actors in the EU and the Member States must all pull together. Companies need, particularly in economically difficult times, clear signs and momentum for greater investment and growth, a rational and intelligible regulatory environment and the regard of politicians and society for strengthening competitiveness and Innovation in Europe.

The new Framework Programme for Competitiveness and Innovation (CIP) has to start here and set the course for such a policy and the appropriate measures.

The Competitiveness and Innovation Programme (CIP) integrates a number of former programmes such as the Multi-annual Programme for Enterprise and Entrepreneurship, in particular SMEs (MAP), the programme on Intelligent Energy for Europe, certain Innovation Actions from the RTD Framework Programme, activities on the promotion and demonstration of environmental technologies covered by the Life programme, and the ICT focussed programmes Modinis, eContent, and eTEN. 

According the consultation document, it “focuses on the benefits and added value of bringing together these different elements into a single framework and on how the Programme would relate to other Community measures in the area of competitiveness and innovation” and, further, “the Framework Programme would contribute to the improvement of the international competitiveness and sustainable growth of the EU economy by orienting it towards innovative, productive, environmentally sound and resource efficient approaches.”

Unfortunately, the document fails to provide any concrete information about how these advances could be achieved. With regard to the relation to other Community measures, while several Community Policies and documents are mentioned, no reference is made to two documents of utmost importance for enterprise policy in general and small enterprises in particular: the Action Plan on Entrepreneurship and the European Charter for Small Enterprises.

The 10 action lines mentioned in the Charter are extremely important to the development of small enterprises in Europe and to the continent’s competitiveness. At EU-level, this Charter should be the guideline for any policy towards enterprises and especially for this Competitiveness and Innovation Framework Programme. The priority given to the Charter by the Union’s institutions and programmes should further stimulate Member States to progress in this field. 

As already mentioned, the basic idea of the Commission’s consultation paper is to bring together different elements of the present activities of DG Enterprise into one single framework. An important question to ask is how such a programme would link to other Community measures, like the RTD Framework programme of DG Research (pages 1 and 6 of the consultation paper). On page 6 it states: “CIP would encourage the further dissemination and exploitation of the RTD Framework Programme, thereby creating synergies by its interactions with the RTD FP and by reinforcing the link between research and innovation and its market uptake”.

UEAPME supports this approach. The CIP could encourage the dissemination and exploitation of finalised projects and results of the RTD Framework Programme of DG Research. This market uptake phase is often very difficult for SMEs. Stimulation by subventions or Community financial instruments (credit schemes, guaranteed loans and equity tools) would be an important form of assistance.

However, this should not imply that the SME programmes of the FP Research & Development would be part of the CIP. In the present FP RTD, 2.1 billion euro is reserved for SME participation, of which 420 million euro is for SME-specific programmes. The SME-specific programmes ensure a vital link between SMEs and the other research programmes of the FP RTD. This integrative approach should ensure that SMEs are more and more involved in the other research programmes. In addition, there is a risk that transferring activities and budget from the FP RTD to the CIP would reduce the overall package of RTD activities and budget towards SMEs.

The principle “think small first” must be the starting point for all considerations. Policies and support measures have to be measured on the basis of this principle. This is completely lacking in the Commissions document. 

UEAPME believes that the following guidelines have to be taken into account:

· SMEs and Skilled Crafts must be the focal point. SMEs are the backbone of the European economy. They cover 99% of all enterprises companies and provide two-thirds of all jobs. All activities must be targeted towards SMEs and skilled crafts from the very beginning. SMEs must not be marginalized or become a ‘leftover-factor’, which is forced adhere to quotas. Therefore, the CIP should be renamed: Framework Programme for Competitiveness and Innovation for SMEs.

· Improving the economic framework conditions is the best SME-policy. This is a general requirement for increasing growth in the EU. It is predominantly the Member States’ task to create favourable framework conditions. This task should be complemented by the EU in a meaningful way by pinpointing unhelpful developments, making an exchange of opinion possible, establishing benchmarks and improving topics that concern the framework conditions in all Member States.

· All programme elements should include an SME preference to stress the special meaning of SMEs and, at the same time, maintain the relationship with European structural policy. EU programmes must be clear, transparent and easily accessible for SME-entrepreneurs and their representative organisations. Moreover, SMEs must be provided with support measures in their regions.

All direct support instruments should limit the administrative burdens for enterprises or their intermediaries:

· Sufficient time between announcement and introduction date must be provided.  

· A short time span between introduction and approval (or disapproval) is vital.

· Efficient financial control without unnecessary burdens.

· No change in regulation after the project approval.

· So-called "traditional" SMEs must be strengthened as well. All companies investing in new products, processes or services must increasingly supported by the appropriate instruments. 
a. Objectives

1. Encouraging innovation and the sustainable use of resources.

Regarding measures to encourage innovation and the sustainable use of resources, the consultation document clearly identifies the potential of environmental technologies and eco-efficiency. While the objectives set out in this area are valid, UEAPME would like the programme to include the following aspects: 

· Demonstrating and supporting eco-efficient innovation in SMEs
SMEs have a major role to play with regards to innovation. Yet, not all SMEs can exploit all their potential. There is therefore a need to facilitate their involvement in the development of eco-efficient innovation. 

The current initiatives regarding eco-efficiency innovation mostly take place within the framework of the LIFE Environment Programme. However, the limits of the LIFE programme have already become apparent. The new programme must therefore focus on providing the necessary structures to encourage eco-efficient innovation in SMEs, particularly the phase between the conception and its practical implementation of the innovation. In addition, the programme must facilitate the promotion of existing and future eco-efficient innovation and its uptake by small businesses. 

Some SMEs, particularly smaller businesses, are struggling with environmental regulations. The adoption of eco-efficient solutions can help them improve their environmental performance and comply with environmental legislation.  

· Promoting investment in eco-efficient innovation

Access to finance represents one of the major obstacles for small and micro-enterprises. Therefore, measures should be identified to facilitate the offering of venture capital, including seed capital, guarantee facilities and technical assistance to investment schemes promoting eco-efficient innovations and improved environmental performance. 

The ability of small and micro-enterprises to access EIB/EIF funds for investments in technology and training (micro-credits, warranty schemes) should also be addressed. 

· Supporting policy development and the implementation of the Environmental Technology Action Plan (ETAP)
The new programme should build on some of the interesting initiatives identified in the ETAP aimed at encouraging the development and more importantly the uptake of environmental technologies. 

· Other environmental instruments
Eco-efficiency is undoubtedly an area that needs to be further explored. However, a successful policy in the field of sustainable development and the sustainable use of resources requires a mix of instruments. Therefore, there is also a need to focus efforts on some of the already existing instruments with a view to improving them and, in particular, making them more SME friendly. Furthermore, funding must be provided to encourage their widespread uptake by SMEs. Efforts should be concentrated on voluntary instruments, such as EMS and environmental labelling schemes, IPP and other similar tools. 

2. Ensure the mastery and best use of ICT

In the consultation paper we note a strong focus on innovation and ICT.   

The Lisbon Strategy aims greatly improve the competitiveness of the European economy by 2010. Several former programmes (see above) are related to innovation and ICT. However, the budgetary focus of the new CIP should not be purely on the innovative development of enterprises. Priority should also be given to the strengthening of SMEs in more ‘traditional’ sectors (production, skilled craft, and services (retail, tourism, etc) in order to make them more capable of facing the challenges of internationalisation and globalisation. The use of new technological appliances is one element of this. A programme such as Go Digital, which aims to popularise technological developments in SMEs, has been of great importance and should be reintroduced. Small scale and general technology programmes have proved their usefulness and will continue to do so in the future.

Furthermore, NORMAPME has identified the need to train SME experts on standardisation as one important target in order to help SMEs to become successful users of standards. This will improve the ability of small companies to comply with the requirements of Environmental, Quality and Food Safety Management Systems. The lack of a sufficient number of standardisation experts, in proportion to the importance of SMEs in the European economy, is considered a major barrier to the knowledge and application of standards. Technical experts are needed to absorb the knowledge on standards and to ‘translate’ the legal and technical content into normal trade language and simplified instructions on “how to”.

A pilot training programme and network for SME experts in standardisation, environmental, quality and food safety management systems is proposed in order to create an environment for further development of the SME technology and innovation ‘intermediaries’. A plan of action was put together in Stuttgart on 22-23 March 2004 in a joint IFAN-NORMAPME workshop, which was attended by large companies and SME experts and EC officers. This plan has been communicated to the EC and can be further refined.

3. Access to finance.

In the case of low profitability and low equity capital assets, SMEs are mainly dependent on bank loans. The banks’ restrictive approach concerning the granting of loans makes it increasingly difficult or even impossible for SMEs to obtain the financing which is necessary to ensure their liquidity.

In view to the obvious lacunae that exist in this area, basic conditions and instruments must be adapted in such a way that they also meet the specific financing requirements of SMEs. European policy must facilitate the access to financing for SMEs.

Requirements for optimised support policies in the sector of corporate financing from a Skilled Crafts point of view: 

· Microcredits for SMEs

Access to public financing for SMEs is permitted or facilitated by risk-sharing between the European Investment Fund (EIF), the finance intermediaries and the firm’s banks. The European partner, EIF, covers more than half of the risks of the respective credit. Making these micro credits accessible to SMEs is an absolute must, regardless of how old an SME is or how long it has been on the market. 

· Strengthening the Equity Capital of SMEs for setting up a business of their own 

In order to facilitate the setting up of a business with sufficient equity capital, a special ‘initial saving support’ should be granted. One possibility would be the support of grants on savings that have been accumulated through savings contracts for business set-up, which could be used as equity capital for the business set-up.

· Strengthening the Equity Capital of already existing businesses

Holding shares as nominal partners in SME-Shareholder Companies is almost the only way for SMEs to strengthen their equity capital through external means. These shares are not attractive to profit-oriented shareholder companies simply because of their small size. We recommend strengthening this instrument by allowing for the possibility to hold uncommitted shares or by abolishing equity parity, which has been compulsory to date. 

· Mezzanine financing products for SMEs

Using this kind of financing product is, in most of the cases, linked with the granting of long-term principle bank loans. SMEs in most of the cases do not receive these loans due to lack of securities. For this reason, the EU must provide a general permission to permit guarantees for mezzanine financing products, for example those provided by guarantee banks.

· Transparency obligation for firms’ banks

In the aftermath of Basle II and the resulting changes in access to finance, it is absolutely necessary that businesses make their budgets transparent to the banks. In the day-to-day banking business, however, this has become a one-way process. Therefore, the respective firms’ banks should be obliged to inform companies about their rating results, about positive or negative consequences concerning a possible loan and about an expected failure probability, as well as about measures to improve rating results.
· Securitisation of SME-loans 

In order to use this instrument to obtain positive effects when granting loans for SMEs, a platform must be created at European level. It is absolutely necessary in this context that regional banks – who have not been able to use this instrument so far because of the costs and of their small size – should have the possibility to use this instrument. Moreover, banks should be obliged to make additional loan facilities available to SMEs. 

Furthermore, the Commission should use the Open Method of Co-ordination to improve the taxation framework in order to increase the capacity of SMEs to reinvest their own profits.

4. Economic and administrative reform for more entrepreneurship and a better business environment.

The CIP has very broad target groups, including: enterprises, public authorities and the general public. UEAPME demands a special focus on strengthening and supporting SMEs, not only with regard to access to finance or innovative development but, also, to facing the challenges of globalisation. One of the items detailed is the reinforcement of co-operation between companies. The SME scope must not be limited to more technologically-oriented companies but must also involve more traditional companies.

Strengthening entrepreneurship should be assigned greater importance in the programme. Boosting entrepreneurship was one of the primary goals set by the Lisbon European Council in 2000. The latest Eurobarometer on entrepreneurship, published on January 17th 2005, indicates that the ‘entrepreneurial gap’ between Europe and the US is widening. The survey shows a two-point increase (now 51 per cent) in Europeans’ preference for the employee status, while in the US the attraction has diminished by three points (to 34 per cent). 

The blame for this preference cannot entirely be put on administrative restrictions and burdens. Cultural and social factors must also be addressed, such as the difference between social systems, the tendency towards security in Europe, etc. The CIP should also address this problem.

The CIP should foster co-operation between enterprises, particularly SMEs. The international dimension is important. In order to face up to the ever-increasing international competition, SMEs should be stimulated to co-operate and cluster, both on the national and international field.  There are many obstacles that still have to be overcome in this regard.

Europe is lacking visibility. In the past, some programmes for direct support to SMEs existed (JOPP, JEV and Interprise). The actual MAP does not provide for these types of supports. Both the visibility of Europe and SMEs would gain from new direct support programmes for SMEs.

These programmes should facilitate the organisation of trans-national co-operation events and entrepreneurial days (e.g. in the area of financial and technical co-operation or marketing and purchasing co-operation) and support SMEs and Skilled Craft enterprises wishing to access European neighbouring markets.

UEAPME welcomes the fact that the framework Programme will contain funding for impact assessment and evaluation activities. However, this should not be limited to the areas covered by the CIP. Data collection for SMEs is totally inadequate today. SME associations do not have the financial, personnel and organisational resources to collect data on future legislation impact. The SME part of the data collection should be totally financed by the legislators. For this reason, the CIP should give the possibility to DG ENTRE to finance studies to carry out impact assessments regarding proposals emanating from other DGs. These impact assessments should focus on small- and micro- enterprises before the adoption of each European decision affecting enterprises.

Specific attention should also paid to the remaining problem of transfer of businesses in Europe. As foreseen in former MAPs, a specific programme should support business organisations and intermediaries in informing and consulting business owners on this problem (awareness raising campaign targeted to the needs of small enterprises). In addition, UEAPME asks for specific European support for linking the different existing national and regional directories of businesses that are for sale, in order to create a pan-European network. There is a growing demand and interest in the option of taking over businesses in other countries, not only in border regions but also in the new 10 European countries.

The Charter for Small Enterprises and also the Action Plan on Entrepreneurship highlighted the need to create a favourable environment for the entrepreneurial spirit and for the development and growth of small enterprises, in order to increase the number of people willing to become an entrepreneur. UEAPME urges the Commission to carry out a study to quantify the risk associated with creating and running an enterprise and to precisely determine the influence of the different social security schemes (health insurance, pension rights, guarantees of earnings in case of work incapacity/ bankruptcy, etc.).

Support for the Euro Info Centre Network should be strengthened. The structure of European Networks should be clearer for the SMEs.  The Euro Info Centre Network is known as a reliable partner for SMEs across a broad spectrum of their activities.  Their work should be continued, taking into account the specific situation of each Member State. Apart from the structural financing a focus on project-based financing for the EIC’s should be made more important.

In addition, UEAPME believes that there is a need to streamline the different business support networks of the European Union. An initiative, such as that started by the Commission in 2001, is necessary to improve the business environment for European enterprises, to increase the visibility and efficiency of the different facilities, consolidate a service-oriented culture and guarantee more efficient management.

For the moment they are they are too fragmented and lack of financial means. UEAPME proposes that the overall restructuring should use the EICs as co-ordinators, as they are already have the most comprehensive network in place. This was also proposed in the recent audit on the Multiannual Programme. The functioning of these networks needs to become more market-driven. Therefore, UEAPME proposes that the European Commission should strive to a real Public Private Partnership in this field. This implies that all activities of the European networks concerning information, counselling, support and submitting applications in the economical field should ideally be done by the business organisations or, if this is not possible, by organisations that work closely with organisations representing SMEs. As small enterprises represent the overwhelming majority of enterprises in Europe, the rationalised centres have to focus on them. UEAPME proposes the following conditions for recognition of the new designed EICs: 1.An employers- or self-employed organisation, which is recognised at national (regional in the case of federal systems) and which represents all sectors of economic activity in the region – it must be representative and a proven network for enterprises in the region itself and not only for international enterprises. They should be selected according to the quality of their contact with businesses in their region; 2.The organisations have to represent the private sector; 3. The centres have to be open for all enterprises (no conditional sale, membership for information, etc) and provide guaranties for continuity (sound financial basis).

Mode of delivery

It is stated that the FCIP will be managed indirectly by a management agency. UEAPME asks the Commission to clarify what structure this might take and insists that the implementation of the FCIP must be results-driven and must include small business representative offices throughout the process. 

Summary:

· The Charter of Small Enterprises should be an important base for the new Programme for Competitiveness and Innovation

· Support must not be entirely focused on technological and innovative sectors

· Small scale projects are important

· Direct SME support increases Europe’s visibility and has been a valuable asset in the past. These projects should be continued (access to finance, internationalisation, Go Digital, etc)

· Direct support instruments should limit red tape for users and intermediates

Brussels, February 2005.
� For further details on how these impact assessments should be carried out, we refer to the UEAPME position paper on BIAs published in 2002
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