European Parliament Resolution on small and medium-sized enterprises in the developing countries
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2.
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3.
Date of adoption of the Resolution: 1 June 2006

4.
Subject: Small and medium-sized enterprises in the developing countries

5.
Analysis of the text and of Parliament’s requests:
The Resolution highlights the role played by SMEs in economic and social development. Parliament calls for the development of policies, programmes and projects on behalf of SMEs.

6.
Response to the requests and outlook regarding the action that the Commission has taken or intends to take:
The Commission agrees with the basic thrust of Parliament’s Resolution, which validates the European Community’s strategy on support to the private sector. This support takes the form of specific programmes in five areas: the business climate, promotion of investment and cooperation between companies, corporate financing, promotion of non-financial services for companies and the development of microfinance.

More specifically, developing SMEs, the formal and informal sectors and SMEs managed by women is one of the main priorities of the private-sector support programmes financed by the Commission. Point 7 of the Resolution has thus already been translated into action with the creation of instruments providing support to SMEs such as CDE and PROINVEST (two programmes with a joint budget of EUR 200 million for increasing the capacities and competitiveness of ACP companies) and microfinance programmes targeting micro-enterprises and the informal sector, particularly women.

Support for regional institutions (point 28) is also one of the main pillars of the EU’s cooperation policy, which supports regional integration through Economic Partnership Agreements, whose goal is to create larger markets for local companies’ products.

To provide SMEs with access to financial services under the best possible conditions (point 24), the Investment Facility managed by the EIB endeavours to promote the development of the ACP countries’ national and regional financial sectors. In addition to €1.7 billion in own resources that the EIB has set aside to finance operations in the ACP countries, the Investment Facility has €2.2 billion for the financing of productive investments in the private sector. The primary objective of these funds is to support the development of SMEs, either directly or by means of credit lines from local banks.

For some time already then, the Commission has been acting in the spirit of the Resolution: helping local banks meet the specific needs of SMEs, notably by enabling them to obtain financing under the best possible conditions. What the Commission will be doing less of in the future, however, is financing companies directly via ad hoc projects. In fact, a recent evaluation of Community projects supporting the private sector recommended ending this practice, because it introduces distortions into the local financial market, only reaches a limited number of SMEs and is not sustainable (see: http://ec.europa.eu/europeaid/evaluation/reports/sector/951656_desk.pdf).
The evaluation’s recommendations include:

· focusing efforts on enhancing the capacity of intermediary financial and non-financial organisations such as chambers of commerce, which will be responsible for providing companies with the services that they need on a permanent basis;

· improving the business climate, a priority also highlighted in Parliament’s Resolution. For example, by simplifying the formalities associated with creating companies, thinking small first (SME), setting up effective legal systems to resolve trade disputes and harmonising regional regulations.

In addition to its support for macroeconomic reforms, the Commission has specific instruments to promote a healthy business climate in the ACP countries. These include the Private Sector Enabling Environment Facility, which has a four-year, €20 million budget (see http://acpbusinessclimate.org). The Commission has also committed itself to helping finance the Investment Climate Facility for Africa, which has just been launched in Cape Town and will actively seek to identify and reduce obstacles to the development of companies in Africa (see www.investmentclimate.org).
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