European Parliament Resolution on implementing 
the European Charter for Small Enterprises

1.
Rapporteur: Dominique VLASTO (PPE-DE/FR)
2.
PE N°: A6-0405/2005 – P6_TA-PROV(2006)0022
3.
Date of adoption of the Resolution: 19 January 2006
4.
Subject: Reaction to the Commission’s 5th Report on the implementation of the European Charter for Small Enterprises, COM(2005)30
5.
Brief analysis/assessment of the Resolution and requests made in it

The Resolution covers a very wide range of issues and touches upon many policy issues of importance to SMEs, which go well beyond a discussion on the Charter and its implementation. It makes a wealth of recommendations on taxation, education, access to finance, access to community programmes, innovation, SME statistics and related issues which aim at improving the business and regulatory environment for SMEs. The following takes up the main issues:

(1) Calls on the Commission, the Council and the Member States to start the process of modernising the Charter. The Resolution makes a number of proposals for this revision and expects a proposal from the Commission.

(2) The Resolution is very critical about the integration of the Charter reporting into Lisbon reporting and considers it “a step backwards”. It calls on the Commission and the Member States to ensure that the annual Charter implementation report remains the key instrument for monitoring progress in SME policy. It regrets that the national annual bilateral meetings with business organisations will now lapse and asks the Commission to revisit this decision. The Parliament also recommends the reporting mechanism for the Charter to be linked to the progress reports on the Entrepreneurship Action Plan but does not accept Charter implementation to become a subheading of the Action Plan.

(3) Stresses that if the Charter had force of law and were binding, as the Parliament has regularly requested, the involvement of Member States would be greater, making it possible to carry out a fuller and more detailed analysis.

(4) Calls for the Commission to promote coordination between the SME Envoy and bodies representing small and craft enterprises and considers that the Envoy could be invited to attend and contribute to Parliament committee meetings. Calls for professional organisations to deliver an opinion on Charter’s implementation at national and European level.

(5) Calls on the Commission and the Council to strengthen financial instruments for small and craft enterprises, particularly mutual guarantee systems, and calls for a level playing field regarding capital accumulation by small businesses, particularly in connection with Basel II.

(6) Calls for tax relief and bureaucracy reduction for small enterprises. Calls for Member States to provide exemptions for small businesses from certain regulatory requirements. Suggests European subsidies for small businesses to be exempt from corporation tax.

(7) The Parliament calls for the Commission and the Member States to make use of the results of impact assessments and to incorporate them in their legislative proposals. It also calls on the Commission to ensure that impact assessments on Community legislation are extended to small enterprises. The Parliament calls for the Commission to draw up a clear timetable and action plan to screen legislative proposals.

(8) The Parliament repeats its wish to see special consideration given to groups of small enterprises within the Leonardo Da Vinci apprentice exchange programme and to see an exchange programme set up for workers from apprentices upwards.

(9) Calls on the Commission and the Council to draw up a strategy to facilitate the transfer of small and craft enterprises. 

(10) Calls for the promotion of cooperation and collaboration projects involving small enterprises. Calls for the EU to encourage further development and fostering of business support networks at regional and local level.

(11) Calls for better statistics on SMEs in the EU.

6.
Response to requests and overview of action taken, or intended to be taken, by the Commission

The Commission welcomes the Parliament’s Resolution and its support to SMEs and the European Charter for Small Enterprises.

1) Modernisation of the Charter

The Commission takes note of the Parliament’s request to modernise the Charter and its proposals for such a revision. There are a number of reasons for revising the Charter, for example the fact that the Charter does not include all entrepreneurship-related issues. The Commission will review the possibilities for revising the Charter.

2)
Integration of the Charter reporting into Lisbon reporting, keep the annual Charter implementation report as the key instrument, national annual bilateral meetings with business organisations. Reporting on the Entrepreneurship Action Plan

The Commission takes note of the Parliament’s request to continue preparing annual national Charter reports and the Commission’s implementation report. It would however like to stress that the integration of the Charter reporting into the renewed Lisbon reporting was a step towards enforcing the Charter process in the Member States and that the European Parliament welcomed the consolidated reporting in its Resolution on the Lisbon Mid-term Review.

To implement the Lisbon strategy, the Member States have prepared National Reform Programmes. These are widely debated in the Member States. In these programmes, over half of the Member States have already identified SME and entrepreneurship policies as a key challenge and the Commission will encourage the remaining countries to do so. The “mainstreaming” of SME issues into Lisbon will ensure that they are at the centre-stage of policymaking. 

The Commission would also like to highlight that while the Charter reporting is integrated into Lisbon reporting, the exchange of good practice and mutual learning in the context of the Charter continues. The 2005-2006 exercise to exchange good practice is currently under way and the results will be presented at the annual Charter conference which will be held in Vienna from 13 to 14 June 2006.

Concerning reporting on the Entrepreneurship Action Plan, the Commission refers to the new Commission Communication on Modern SME Policy for Growth and Employment. This Communication sets an overall framework for SME actions by integrating all the existing SME policy instruments and embraces initiatives for all types of enterprises, including the craft sector, micro enterprises, social economy enterprises and family businesses. Therefore the Commission will prepare a final report on the Entrepreneurship Action Plan in spring 2006.

3)

Give legal weight to the Charter
The Commission shares the will of the European Parliament and other actors to make sure that the Charter is fully implemented. However, most Charter areas fall under the competence of the Member States.  Moreover, experience proves that the perception of priorities changes over time and that a formal legal instrument would limit its adaptability to change. However, the Commission considers that the Charter has political weight, even more since its integration into the Lisbon process.

4)
Coordination between the SME Envoy and business organisations and contribution of the Envoy at Parliament’s committees. Opinion of business organisations on the Charter implementation

The Commission welcomes the Parliament’s positive reaction on the role played by the SME Envoy and has recently reinforced the role of the Envoy. A new operational unit has been created in DG Enterprise and Industry to act as the back office of the SME Envoy. Moreover, the SME Envoy function has also been upgraded to that of a Deputy Director-General to better reflect its important role and DG Enterprise and Industry has increased the frequency of its meetings with SME stakeholders in order to reinforce the dialogue with them.

The Commission has always invited the business organisations to comment on the national Charter reports. The comments received have been taken into account in the Commission’s assessment. In addition, national SME organisations have actively participated in the bilateral meetings in the capitals and provided feedback on how the policies work in reality. The Commission will continue to listen to business organisations also in the context of the implementation of the re-launched Lisbon Strategy and has already started to reinforce the dialogue.

5)
Strengthening of financial instruments. A level playing field for capital accumulation by small businesses
According to a Eurobarometer survey published in October 2005, there are still obstacles in access to finance for start-ups and small businesses, in particular as regards their access to venture capital and lending. 42% of surveyed SMEs consider that access to finance is more difficult than before.
Regarding bank lending, many small businesses have problems providing sufficient collateral. Guarantee schemes play an efficient and effective role in facilitating access to finance for these businesses. Their role will be even more important with the entry into force of the Capital Requirement Directive (Basel II) in 2007.
These difficulties are even greater when the amount needed by a business is small (microcredit). In addition to insufficient collateral, the financial institution faces high transaction costs and is therefore reluctant to explore such avenues.
Regarding start-ups with high growth potential, the provision of risk capital is more relevant then a bank loan. However, the European risk capital industry is still smaller than in the US and returns have not always been sufficient to attract institutional investors in large numbers. Moreover, the European market is too fragmented and the size of individual funds too small. At this stage, fewer than 3,000 start-ups per year receive early-stage investments.
In order to at least partially bridge these market gaps, the Commission has established an alliance with the European Investment Bank and the European Investment Fund: they should receive the appropriate funding from the Union budget to support the growth of small businesses. The Commission’s own financial instruments for SMEs have been funded by the Multi-annual Programme for Enterprise and Entrepreneurship and will in the future be funded by the Competitiveness and Innovation Programme (CIP).
6)
Tax relief, exemptions and bureaucracy reduction for small enterprises
Taxation policies have a significant role to play in achieving the Lisbon objectives for growth and jobs. The 2005 Charter report shows that Member States have taken various measures in order to reduce the tax burden, to promote investments and to improve the equity position of SMEs. These efforts must be strengthened. At the level of the Member States, tax benefits should always take into account the specific situation of SMEs in that country and also be compatible with the tax system of that Member State.
Besides the measures to reduce the tax burden of SMEs, it is important to reduce the administrative burden and the costs of SMEs incurred in complying with the tax laws of 25 Member States. The Commission has recently adopted a Communication on a pilot project on Home State Taxation for SMEs, which would allow SMEs to reduce taxation costs related to the establishments in other Member States. The pilot project would run on a voluntary basis as a trial for five years and the Commission hopes that many Member States will implement the scheme.

The Commission is also currently preparing a project to look at the different possibilities to help SMEs cope with regulatory burden. Exemptions are often used in this context but there are also other possibilities, e.g. longer transition periods and targeted and easy access to information. Moreover, to ease the administrative burden especially on SMEs, the Commission will remove the obligation to notify certain categories of smaller state aid by 2007.

7)
Use of the results of impact assessments and their incorporation in legislative proposals, extension of Community impact assessments to small enterprises, timetable and action plan to screen legislative proposals
Better regulation is a political priority of the Commission’s re-launched Lisbon Strategy. In March 2005, the Commission has adopted a new Communication on “Better regulation for Growth and Jobs in the European Union”. The Communication is proposing a number of actions to improve the quality of legislation, including improved impact assessments, screening and possible modification or withdrawal of pending proposals, measures to simplify existing EU legislation and consultation of stakeholders in the development of new proposals. 

The Commission will also launch a major exercise to measure the administrative cost arising from Community rules in specific areas as part of the ongoing work on legislative simplification, with a special emphasis on SMEs.

The Commission uses an integrated Impact Assessment tool which strives to evaluate a wide variety of impacts, be they of economic, environmental or social nature. Furthermore, the Impact Assessment guidelines recommend that proposals apt to create administrative costs be assessed in line with minimising these costs especially vis-à-vis SMEs

8)
Groups of small enterprises within the Leonardo Da Vinci programme and an exchange programme for workers from apprentice upwards
The new Integrated Programme on Lifelong Learning that will start in 2007 provides also possibilities to promote an exchange for workers from apprentice upwards.  The Commission will also continue to promote mobility for apprentices and young persons in initial vocational training under the Leonardo Da Vinci mobility measures in the new programme. Using the pilot line introduced by the European Parliament in the 2005 budget, the Commission has already commissioned a series of parallel studies to develop, test and pilot a credit transfer system for vocational education and training and to find solutions to the many other obstacles to mobility in this area. Moreover, to encourage European mobility, the Commission’s existing Europass initiative aims at promoting and facilitating the mutual recognition of competences acquired through training and apprenticeship periods spent in another country.

9)

Strategy to facilitate the transfer of businesses
The Commission has looked into the problems facing businesses that need to be transferred from one generation to the next for already more than ten years. The Commission’s recommendation of 1994 on the transfer of small and medium-sized enterprises invited Member States to improve the legal, fiscal and financial environment for business transfers and to provide information and training. The implementation of the recommendation was followed up by a communication in 1998 and two Best projects. 

Today, more than ten years after the 1994 recommendation, there is still room for further improvements. In the old Member States, initiatives are in place in roughly 60% of the areas of the recommendation; in the new Member States there are only measures in 45% of the recommendation’s areas. Because of this, the Commission announced in its recent SME policy communication that it will address the issue of business transfers again in a new communication in spring 2006.

10)
Promotion of cooperation projects involving SMEs. Further development and fostering of business support networks

European business support networks – the Euro Info Centres (EICs) and the Innovation Relay Centres (IRCs) – play a vital part in providing information, advice and technical assistance to SMEs. Both EICs and IRCs have also organised events to bring together SMEs that are searching business partners either for commercial and/or technological reasons. While these two networks are similar in that they provide services to SMEs at regional level via host organisations, they differ in the nature of the specific services they provide. The Commission is keen to further develop these networks and has proposed to turn them into single entry points for business support assistance (one-stop-shop approach).
11)
Better statistics on SMEs in the EU
The Commission agrees that statistical information on SMEs could be further developed. DG Enterprise and Industry is closely working together with Eurostat to improve the situation, for example, on business demography, factors of business success and international sourcing. However, there needs to be a balance between having better statistics
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