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1.	Resolution tabled pursuant to Rule 128(5) of the European Parliament's Rules of procedure by the Committee on Industry, Research and Energy
2.	EP reference number: B8-0304/2018 / P8_TA-PROV(2018)0293	
3.	Date of adoption of the resolution: 4 July 2018
4.	Subject: The definition of SMEs following Recommendation 2003/361/EC 
5.	Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE)
6.	Brief analysis / assessment of the resolution and requests made in it:
This resolution covers the application and scope of the definition of small and medium sized enterprises (SME) as provided in Recommendation 2003/361/EC. The definition is the operational tool intended to identify SMEs as enterprises that are confronted with market failures and particular challenges due to their size, and are therefore allowed to receive preferential treatment in public support.
The resolution welcomes the Commission's initiative to consult on and re-evaluate the SME definition and supports the inception report published in the initial phase of that exercise (paragraph1).
Given the many differences between the SMEs and in the different Member States, it takes the view that the flexibility offered by the 2003 recommendation should be maintained and that the overall structure of the definition must be preserved and applied using the correct combination of the criteria already identified. It points out that the headcount should remain the main criterion (paragraphs 2 and 5).
In the context of a potential revision, the resolution emphasises that any adjustment of the definition should work to the benefit of SMEs and ease their access to public support. It further calls on the Commission to consider updating the definition taking into account the economic forecasts regarding inflation and labour productivity, so as to avoid the need for further adjustment over the next few years and ensuring the long-term stability of the definition. It supports the two-year transitional period during which, for example, high-growth companies retain SME status and welcomes an evaluation in view of an extension. It also urges the Commission to simplify the applicable rules and clarify the terms ‘linked enterprise’ and ‘partner enterprise’ as well as the status of SMEs - in general and start-ups in particular - in mergers and joint-ventures. Aggregation of undertakings in clusters and business networks should be supported. However, larger players are to be prevented from attempting to create artificial corporate structures to take advantage of the SME definition (see Article 6 of the recommendation and the case law of the Court of Justice[footnoteRef:1]) (paragraphs 3, 4, 6, 7 and 8). [1:  	http://curia.europa.eu/juris/liste.jsf?language=en&num=T-675/13 and 
 http://curia.europa.eu/juris/liste.jsf?language=en&num=T-587/14] 

Against this background, the resolution encourages the Commission to conduct a number of studies regarding the possible impacts of the definition on business development (lock-in effects), on publicly owned enterprises and on the feasibility of having a sector-specific definition (paragraphs 15, 16 and 17).
Finally, on this topic, the resolution calls on the Member States and the Commission to provide guidance to enterprises on the procedures used to determine SME status and information about any changes concerning the SME definition or procedures, in a timely and optimal manner (paragraph 19).
The resolution also welcomes the start-up and scale-up initiative and encourages the Commission to continue work on assisting enterprises to access funding, including new ones such as crowdfunding. However, it also underlines the importance of other categories of undertakings such as micro enterprises, SMEs with high export potential and MidCaps (enterprises that have outgrown the SME definition but still typically have medium-sized structures). In this context, it highlights the need for the Commission to step up efforts to provide attention to and support those categories by, inter alia, the creation of an "export potential in relation to enterprise size" indicator or the establishment of a separate definition for MidCaps to enable targeted measures for them (paragraphs 8, 9, 10 and 11).
The resolution further believes that the future Multiannual Financial Framework should continue to support innovative and growing SMEs and calls upon the Commission to look into launching an initiative funding collaborative research access, digitalisation strategies and export market developments (paragraphs 12 and 13).
Finally, the resolution calls for the SME impact test implementing the "Think Small First" principle to be made mandatory for all European Union legislative proposals, and to provide for this in the next Interinstitutional Agreement on Better Law-Making. It also takes the view that an update of the Small Business Act (SBA) for Europe could be considered (paragraph 18).
7.	Response to requests and overview of action taken, or intended to be taken, by the Commission
The Commission welcomes the support for enterprises in general and SMEs in particular in the resolution. It would like to provide the following feedback:
a) Regarding the evaluation of the SME definition (paragraphs 1-8, 10-11, 15-17and 19)
The Commission is currently still in the process of evaluating the SME definition (Recommendation 2003/361/EC) and obtaining a thorough understanding of potential adaptations in parts where weaknesses could be identified, including with the help of studies from external contractors. Any potential changes to the definition will depend on the outcome of the complete exercise and cannot be prejudged at this stage.
The consultation process for this exercise has already produced the first results through a large number of interviews with stakeholders (Member States, business associations, managing authorities, etc.), a targeted survey for SMEs (5651 contributions) and a public consultation that was open for contributions from 6 February until 6 May, all in the context of an ongoing study. 974 contributions and 111 position papers were received. The evaluation of the full recommendation covers also a range of topics that have been identified as important in the resolution such as the adequacy of financial thresholds or headcount, the length of the grace period during which an enterprise can exceed the thresholds while still maintaining the SME status, the risks that large groups benefit from SME support by setting up artificial structures and the current limits for business angel and venture capital investment not least to ensure they support start-ups.
The evidence collected through the consultations will be complemented and further analysed to be taken into account in further preparatory work.
Guidance on the application of the existing definition is publicly available to all users and stakeholders via a dedicated webpage, a user guide, an on-line self-assessment tool and a helpdesk[footnoteRef:2]. [2:  	http://ec.europa.eu/growth/smes/business-friendly-environment/sme-definition_en, http://ec.europa.eu/DocsRoom/documents/15582/attachments/1/translations, http://ec.europa.eu/growth/tools-databases/SME-Wizard/smeq.do;SME_SESSION_ID=PVuzUQ3faj0UyA4o_sFCj25idkCc9jCCcvDsBGSLi9omdlKL5te1!959208218?execution=e1s1, GROW-SME-DEFINITION@ec.europa.eu] 

b) Regarding improved information on opportunities for internationalisation (paragraph 9).
The Commission supports SMEs going international via several tools including the Enterprise Europe Network. It helps small businesses innovate and expand on an international scale, within the single market as well as in third countries market, providing, among others, information and advice on how to take the opportunities offered by international markets while facilitating, through matchmaking services, contacts with potential business partners. The services for SME internationalisation at European Union level are complementary to those available at national and local level.
c) Regarding funding for collaborative research, digitalisation and exports and the future European Union programmes (paragraphs 12 and 13)
There are many relevant and successful policies and strategies across the Commission helping SMEs and start-ups to expand their operations (the Capital Markets Union, the Digital Single Market or the new Skills Agenda). These initiatives are focused on increasing diversity of investment, accelerating all types of innovation and digital transformation, addressing skills shortages, deepening of the Single Market to encourage cross-border trade and links.
The future Multiannual Financial Framework also covers the areas mentioned under paragraph 12. The newly proposed programmes like the Single Market programme or the Research and Innovation programme will continue to provide support for SMEs in a consolidated and streamlined way. The InvestEU fund was proposed to provide funding in the form of debt and equity to different kinds of SMEs, including innovative SMEs which are in need of finance.
d) Regarding the SME Test and update of the SBA (paragraph 18)
The Commission has included the SME test as a compulsory element of its impact assessment reports. The Commission also actively promotes the application of the SME test in the Member States by encouraging the exchange of best practices through dedicated expert seminars and the work of SME Envoys.[footnoteRef:3] The areas for actions identified in the SBA are still valid. [3:  	http://ec.europa.eu/transparency/regexpert/index.cfm?do=groupDetail.groupDetail&groupID=2666] 
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