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A. Introduction

Especially in the year 2001, but also in the years before, many warnings were sent out that European SMEs would not be ready in time for the introduction of the Euro. The expectations of experts about the pace and the timing of the change-over seemed to be based on a misunderstanding of the management of enterprises, especially SMEs. Whereas many of the experts expected also SMEs to be in the vanguard of the changeover, even large enterprises - conducting thorough planning - decided in many cases not to move towards the Euro before 1 January 2002.

Although many enterprises were able to use the Euro in their balance sheets since 1999, only a small minority made use of this opportunity, and certainly only a very small number of SMEs.

This caused the European Commission – especially Commissioner Pedro Solbes – to warn SMEs and urge them to move more quickly. Also FEE, the European Association of Accounting Experts, was not quite sure, if their members would be prepared in time to be able to assist SMEs in their change-over. So it was not at all clear whether the change-over for European SMEs would proceed as smoothly as desired. 

But in the end two factors were responsible for the successful introduction of the Euro: On the one hand, all SMEs knew that the Euro would come into being on 1 January 2002, and they had to be prepared for this event at least somehow. On the other hand, the small vanguard of early movers made it possible to test solutions which could then be transferred also to SMEs. And finally: consumers accepted the Euro immediately and were very well aware that in the first two weeks there could be some constraints in the change-over process. 

The results of the recent Euro-barometer showed that 95 % of all SMEs had introduced the Euro into their accounting systems on 1 January 2002. Although on could doubt this fact, because the bulk of inquiries during the first weeks of 2002 had been dealing with accounting problems, this figure shows that SMEs are able to meet targets, even when these targets are not underpinned by an explicit business plan.

The other figures published in the Euro-barometer speak for themselves: 96 % of all SMEs were able to show their prices in Euro, and 97 % were able to issue invoices in Euro. More than 80 % of all citizens expressed their content with the practical change-over, which corresponds with the results of this survey. 

Obviously the concerted preparation in all Member States, assisted by the European Commission and the European Central Bank, was responsible for the smooth introduction of the Euro. But this survey will show some considerable differences in the quality of the change-over, which might be caused by the quality of co-operation and preparation of certain key-players in some Member States. 

And one special feature of quality must not be omitted: The projects of UEAPME (Euro-Conseillers and Euro-Best), which capitalised on a concertation of knowledge from many UEAPME members, contributed to a high level of information for SMEs throughout the European Union. And also the Commission Working Group on the Practical Aspects of the change-over to the Euro proved to be a very useful platform for concertation of various players at EU-level: Commission, ECB, banks, commerce, industry, SMEs, consumers, suppliers of POS-systems, etc.

Vienna, May 2002

B. The Questionnaire

The questionnaire, which is not reproduced in this report, because all the questions have been incorporated into the headlines of the respective tables, has been produced in the third week of January, taking note of a questionnaire of DG SANCO. The deadline for responses was end of February 2002. Several members of UEAPME were not able to respond in time, so not all Member States are covered by the results of this survey.

But the fact that four branch-organisations in Austria and three (partly) regional organisations in Spain responded allows for a more in-depth analysis of answers also for other Member States. 

Several questions did not prove to be precise enough; the necessary remarks for a correct interpretation will be given in the introduction of the tables concerned.

For a better legibility of the tables, abbreviations were used for the participating organisations. The table of abbreviations is reproduced below:

A1....Wirtschaftskammer Österreich, Sector Crafts

A2....Wirtschaftskammer Österreich, Sector Commerce

A3....Wirtschaftskammer Österreich, Sector Transport

A4....Wirtschaftskammer Österreich, Sector Tourism

D1....Zentralverband des deutschen Handwerks, branch 1

D2....Zentralverband des deutschen Handwerks, branch 2

E1....CEPYME, Spain

E2....PIMEC Catalunya, Spain

E3….PIME Balears, Spain

I1….Confartigianato, Italy

I2….Conferescenti, Italy

F….APCM, France

FI….Federation of Finnish Enterprises

B….UNIZO, Belgium

NL….MKB Nederland

UN....UNIEP, European Painters, Netherlands

C. The Results

1.  a: 
How would you qualify the general development of the change-over to the Euro for SMEs?

The result corresponds with the findings of the Euro-barometer, although the differences at national level are significantly higher. Overall, European SMEs did succeed in their efforts towards a smooth change-over. The sector of tourism was affected at the top of the winter season, this resulted in more difficulties in the first two or three weeks of January. Obviously there is a correlation between the quality of relations of banks and SMEs and the overall success of change-over (see tables 4a, 4d, 4e, 5a, 5c below). 
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1.  b: 
How would you qualify the general development of the change-over to the Euro for the consumers/customers of SMEs?

The results show that there is a close correlation between the overall successful change-over for SMEs and consumers. In Member States with a good co-operation between SME-Organisations and Consumer-Organisations the results seem to be better, because the mutual understanding might have been better developed. And some Member State were better prepared to react to consumer concerns by already having introduced formalised procedures for complaints and regular reporting to the Parliament. After some initial problems everything developed smoothly. 
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2.  
How would you judge the measures undertaken for informing SMEs on the Euro ? 

This table shows clearly some differences in the strategic approach of SME-organisations and also some differences in national co-ordination efforts. The results of the Euro-Best project correspond with the results of this survey: the organisations, which had the most consistent information strategy and produced easily comprehensible information, achieved better results in the change-over process. The more representative the organisations were and the more they were integrated in national concertation efforts, the better the results proved to be. In the end, the smooth change-over was made possible by concertation at top level (National Bank, Government, Employer Organisations, Consumer-Organisations) which was responsible for determining the general framework conditions and by a successful matrix organisation at regional and even local level, where consumers and SMEs could get the information they really needed on local level.
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3.  How was the reaction of your members towards the information measures?

A successful strategy combined with comprehensible products, resulted in high member satisfaction. Lower levels of satisfaction show also that national and regional authorities as well as banks did not succeed in filling possible gaps in the information strategy of member organisations. Finally the introduction of the Euro was a unique opportunity to approach all members with a mix of information and PR for the organisation; media analysis is able to show the respective results.
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4.  What were the problems faced by SMEs?

a) No/reluctant frontloading by banks (at least no frontloading of notes)

This table shows the correlation between a smooth change-over for SMEs and the readiness of the banking sector to co-operate with SMEs. In Member States where banks did not seem to be well prepared, SMEs also suffered in the first weeks of 2002. One decisive factor was again a matrix-like organisation of change-over processes. 
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b) Exchange of big national notes in SME-shops

The following two tables show that SMEs were often misused, when consumers tried to exchange money in shops. The pattern differs, according to obvious availability of Euro notes in the first days of January (supply problem).
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c) Exchange of big Euro-notes in SME-Shops (at least no front-loading of notes)
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d) long queuing in shops or banks

The question was not precisely formulated. If member organisation responded, they indicated often, the answer related to the first two weeks. In Germany obviously the queues were longer in banks than in shops. Overall, the problem was not so severe; also in tourist regions no major queuing could be observed. In Austria a break down of ATMs on 2 January for several hours hindered the exchange, but the effect on the volume of money exchange was neglectable.
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e) High costs for front-loading or exchanging money at banks

These results are surprising: although banks committed themselves to provide for a smooth change-over without charging clients extra, this did not work out well in all Member States. This also hints at communication problems between banks and their clients.
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f) Change-over to, recognition and rememberance of new prices

The results correspond to the results of surveys of the European Commission: after 100 days only 17 % of Europeans “think” in Euro. In reality this had to be expected, because in many Member States big efforts had been undertaken to inform consumers by double pricing. As long as double prices were indicated, consumers obviously referred to their “national” scale of values.
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g) Double pricing on bills, in shops etc.

This question was also not precisely formulated. I many cases, double pricing was applied (and thus SMEs were bothered by the problem). No member organisation reported severe double pricing problems (with the exception of E3 and F; see also tables 5d and 5e below). Even in Member States with mandatory double pricing, public authorities seemed to help SMEs, than rather to penalise them.
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h) Problems in converting vending machines

These problems were finally created by the quick change-over to the Euro which had not been expected by the vending machine industry. Turnover partly fell to half the level of 2001 and all the losses could not be recovered until the end of February. A special problem was caused by the 10 Baht coin used in Thailand which vending machines accept as a 2 Euro coin. Several cigarette vending machines in Austria were put out of service because they had been misused by consumers.
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i) Problems in being supplied with POS-systems in time

The POS industry underestimated the demand for additional POS-systems especially by SMEs. SMEs often had to wait several months for their equipment, although they had planned to cut the peak of cash exchange within their premises at the beginning of January. So the development towards no-cash transactions will continue to grow, but at lower levels than expected. 
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j) Problems in having converted the accounting system too late

Also these positive results seem to be misleading; finally more SMEs than expected have achieved their goal in converting their accounting system in time. But problems arising afterwards could include disputes with tax authorities and banks concerning the principle of continuity of the accounting systems.
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5.  What were the most critical questions by consumers ?

a) long queues:

Problems were reported from Member States, which had difficulties to supply SME and consumer with Euros in time. This resulted in queues both in banks and in shops. Member States, which were ready and able to supply the public with 70 to 80 % of the total volume of money at the beginning of January, did not report any severe problems.
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b) shop-keepers not accepting national currency any more:

Obviously some SMEs were quicker than, the legal provisions concerning legal tender had, foreseen; but these difficulties were easily settled.
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c) difficulties for consumers to get the new money:

The results confirm the already mentioned fact that the better the supply of the public with Euro coins and notes had been, the fewer difficulties for consumers and SMEs had emerged. 
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d) errors in converting the prices/ during double pricing:

The results show that errors had taken place. Overall, the number of errors seems to be neglectable, but as no other deficiencies could be reported by the mass media these errors occupied wide public attention compared to the real impact. Finally entrepreneurs were in a position to correct errors quickly.
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e) higher prices:

The discussion about the possible effects of the change-over on the level of prices is still figuring prominently in media discussions. Obviously the level of discipline differed from Member State to Member State and from branch to branch. The overall number of complaints, nevertheless, was much lower than expected. The same results would have been observed even without the introduction of the Euro if during months people had been asked if they felt prices had risen recently. The first results of price monitoring activities show no significant influence of the introduction of the Euro on monthly inflation in Austria (0,08 %), but some movement in Germany and the Netherlands (0,4 %).
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6.
To what extent has the European accord concerning price stability been respected in your country?

The results are surprising: obviously the best results have been achieved in Austria, whereas in this country the accord had not been transposed at national level because of the law on double pricing, which also prohibited any price increases just because of the introduction of the Euro. But this law has had the expected results, also owing to the coherent work of a “Euro Price Commission” of the Federal Ministry of Labour and Economy, in which Social Partners and Consumers have been included. The work of this committee will continue until the end of 2002. In other Member States the results are more mixed. This might be also a consequence of the nature of the accord, which could not be legally imposed on the entrepreneurs. So public attention proved to be the best weapon against “unjustified” price increases.

Assessment of price stability has to take into account the economic downturn and the effects of 11 Sept 2001 which did effectively slow down inflation. And the change-over to the Euro caused enterprises to invest in order to be ready. These costs will of course be passed on to the consumer over time. If papers report price increases, for example from the Netherlands, which include price increases of notaries, restaurants etc. by more than 100 %, this must be brought into relation with the overall price effects of the introduction of the Euro (see 5e ). As a result, on one hand these observations must be erratic ones, on the other hand this shows also the lack of coherent business planning by some entrepreneurs. 
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7.  How long do you think double pricing may be feasible?

Consumers in many Member States tried to prolong the phase of double pricing. Many UEAPME members were opposed to this demand – also because of additional costs incurred by a longer period of double pricing. Meanwhile the phase of double pricing is terminated, although several enterprises continue with that exercise, hoping to attract new customers. Also in this particular case competition seems to be the main driver for a more consumer oriented behaviour of entrepreneurs.

A1
As short as possible

A2
Until end of February

A3
Until end of February

A4
Until May

D1
Until end of February

D2
Until end of March

E1
Until May/June

E2
Until end of February

E3
Six months at least, to facilitate the price recognition

I1
Until end of February

I2
Until end of February

F
Six months maximum

FI
Until end of February

B
No obligation required

NL
Short time

UN
No longer double pricing

8.
What do you think about abolishing 1 and 2 Cent coins (feasibility, price stability..)? Is it better to ask this question after one year of experience with the Euro coins?

There is a clear divide among UEAPME members on this issue; obviously tradition and “national” value relations as well as the fear of additional pressure on inflation are influencing the answers. At the moment, the most feasible solution seems to be to wait for a certain period of time and see, if the small coins will be finally rejected by consumers and traders as well.

Nevertheless it would be a good idea to examine the development in Finland, the only Member State, which had not produced the 1 and 2 cent coins. The suggestion is to have (at the end of 2002) a round table – maybe organised by DG ECFIN - with representatives of Finnish entrepreneurs and consumers to discuss the results of the Finnish example and draw possible conclusions for the rest of the Euro zone (acceptance by consumers and entrepreneurs, developments of individual pricing, effects on inflation etc.). 

A1
Experience shows that the 1 and 2 Cent coins are not necessary, but this is also a question of price stability.

A2
The market will regulate this question itself. If the consumers do not accept the small coins, they will disappear shortly. No legal regulation needed.

A3
Ask after one year.

A4
No abolition

D1
No abolition

D2
Ask after one year.

E1
Abolition could be a good measure

E2
The small coins are problematic. Users will decide on the elimination of 1 and 2 Cent coins. Ask question again after one year. 

E3
Better to abolish these coins

I1
It is not necessary to “officially” abolish 1 and 2 Cent coins. They will disappear naturally.

I2
Abolish as soon as possible.

F
Ask after one year.

FI
Abolish now.

B
Start evaluation now.

NL
Ask after one year of experience

UN
Abolish now.

9.
Do you consider it useful to introduce 2 Euro-notes in the next family of bank-notes (decision 2003/2004, introduction 2009/2010)? Is it better to ask this question after one year of experience?

There is also a clear divide of opinions on this question, countries which had smaller notes before would prefer to have also 2 Euro notes. The introduction of a smaller note could take into account national preferences. In Member States like Italy and Austria larger amounts could be produced, and smaller amounts in the other countries (the other way round concerning the 2 Euro coin); and the absence of the 200 and 500 Euro notes suggests a withdrawal of one of these notes. Other surveys show that entrepreneurs feel more urgency to withdraw smaller coins than to have a 2 Euro note, especially in smaller shops with lower turn-over per customer. 

It seems technically feasible to introduce such a note around the years 2009/2010, but decisions have to be taken already in the years 2003/2004. So the suggestion is to conduct a second survey on this question early in 2003 in all Member States in order to find out, if there is still a strong need for a 2 Euro note in several Member States. The result could then be respected by the ESCB. 

A1
Yes

A2
Yes, useful

A3
Yes, very useful, as soon as possible

A4
Yes

D1
No use of 2 € note

D2
Ask after one year of experience

E1
Ask after one year of experience

E2
There might be no use for a 2 Euro note, besides: quick changes would disturb consumers and SMEs. Ask question again after one year of experience.

E3
No use for a 2 € note

I1
Yes

I2
Yes, but after one year of experience

F
No, not very useful for France, people are not used to handle such low value notes.

FI
No

B
Ask after one year of experience

NL
Ask after one year of experience

UN
No, not useful

10.  How long will you/your organisation still go ahead with Euro-activities?

Activities (special Euro task forces for instance) have already been formally terminated. Fiscal or service departments of UEAPME members deal with individual requests.

A1
End of February

A2
As long as necessary

A3


A4
End of February

D1
End of June

D2
End of February

E1
End of March

E2
Activities have already been terminated; experts answer questions of SMEs.

E3
End of June

I1
Euro Task Force until end of March, after that fiscal department

I2
End of June

F
As long as members are asking for service

FI
Until end of February

B
Until end of February

NL
Several months

UN
Very long

Lessons for a European SME-Policy

This survey shows that a systematic and strategic approach in training SMEs and actually moving SMEs into the Euro has produced the most viable results. Applying the most coherent strategy and producing the most legible brochures and Web-sites and including these efforts in an overall public relations strategy has proved to be even more efficient. 

Take as an example the organisation of a Euro-hotline: A Euro-Hotline can be connected to a single help-desk, a Euro-Info-Centre, a network of Euro-Info-Centres, a network of Euro-experts of a UEAPME member all over the respective Member State. It can also be additionally incorporated into a national hotline-network: In Austria the network of Euro-experts of the Economic Chambers (more than 130 experts) was incorporated into the Euro-Hotline of the chamber organisation. This was a co-operation project together with the Austrian Broadcasting Association, the Austrian National Bank and the Euro-Initiative of the Federal Chancellery. So it was possible to handle about 40.000 calls (more than 160 per day, with peaks of 2.500 calls) within a very short time of response. 

But any effort can be improved by co-operation with the key players. As shown in the survey, a matrix organisation bringing together all key players at national level and supplying all the necessary information at local level is the most promising form of a project like the introduction of the Euro. At the top the key players (Government, National Bank, Social​partners – including banks and consumer organisations) decide on the regulatory environment of the change-over, taking into account the needs of entrepreneurs and consumers alike. Then in a top-down procedure all this information is broken down for the needs of the various interest groups. And at local level well-trained experts deliver this information to entrepreneurs, consumers, clients of banks etc.

The experts receive the reactions of these interest groups and report back (bottom-up) to the top-level group, which can then adapt the regulatory framework. 

This procedure had worked very well in several Member States and should serve also as best practice. This way of organising the change-over to the Euro answers perfectly to the criteria set down in a Commission Working Paper on “Top Class Business Services”. 

The next big issue which could be and should be organised in the way described above is “Basel II”. This again is an issue with regulatory impact, which is of utmost importance not only for banks and big enterprises, but also for SMEs (even more, because they obviously represent a higher risk for banks) and for consumers. And even media are beginning to take care of that issue. 

