Follow up to the European Parliament non-legislative resolution 
on a new strategy for European SMEs
1. Rapporteur: Paolo BORCHIA (ID / IT)
2. Reference numbers: 2020/2131 (INI) / A9-0237/2020 / P9_TA-PROV(2020)0359
3. Date of adoption of the resolution: 16 December 2020
4. [bookmark: _GoBack]Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE)
5. Brief analysis/ assessment of the resolution and requests made in it:
The resolution supports the main goals of the small and medium sized enterprises (SMEs) strategy adopted in March 2020 and highlights the key role SMEs play for the economy at large and society. It welcomes Commission's actions to support SMEs in the recovery’s priorities, i.e. the twin transition to digitalisation, sustainability, and initiatives focused on cushioning the impact of the COVID-crisis and to increase SMEs resilience. It calls on the Commission to update the SME strategy in light of the COVID-19 crisis and the recovery, to ensure better regulation, and to set ambitious and binding quantitative and qualitative targets to reduce administrative burden. It considers that SMEs access to finance and EU funds must be easier accessible and stresses the need to further accelerate SMEs skills development programmes. 
Proposed measures are: 
· For the Commission to further improve the business environment and to strengthen the entrepreneurial spirit, including through reduction of administrative burden of SMEs; the resolution calls in this regard for the adoption of an SME action plan with clear objectives, milestones and timeline, accompanied by regular monitoring, reporting and evaluations;
· For the Commission to guarantee a balanced representation of large and small companies in all relevant bodies and committees associated with EU policymaking, including in the Regulatory Scrutiny Board; the resolution considers the current requirement of only one SME representative in the Regulatory Scrutiny Board (RSB) for the entire SME sector as insufficient, considering the great variety of SMEs in Europe;
· For the Commission to present and commit to a roadmap for the reduction of administrative burdens, including a timeline for actions and mid-term checkpoints, on the implementation of the SME Strategy to be presented in an annual plenary debate on the "State of the SMEs Union";
· For the Commission to build on the existing “SME Performance Review” process and engage in an annual debate on the “State of the SMEs Union” to be held in the European Parliament plenary sitting;
· For the Commission to strengthen monitoring and enforcement of the Late Payment Directive and assess the need for its revision;

· For the Commission: digital crash courses for SMEs in the framework of the Digital Europe Programme should be preceded by subsidised programmes for SME owners and managers to identify their digital needs and opportunities;
· For the Commission: calls for a substantial part of Horizon Europe to be made available for SMEs including for the SME components of the European Innovation Council, and calls on the Commission and Member States to ensure that, whenever possible, R&I instruments, such as the EIC (European Innovation Council) Accelerator, offer fast-track opportunities to SMEs and start-ups that are developing innovative technologies;
· For the Commission and the Member States to accelerate and expand initiatives to identify the skill needs and address the gaps in the labour market through education, professional training strategies and skills development programs targeted to SMEs, and to address the gap in entrepreneurship and access to finance for micro, small and medium enterprises led by women still persists.
6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission:
SME Strategy
In relation to the SME strategy, its goals and its alignment with other strategies (recitals A and C and paragraphs 1, 2 and 12), the Commission recalls that, although adopted before the pandemic hit the EU, the SME strategy for a sustainable and digital Europe remains more valid than ever. It is a flexible tool, which has been adapted to reply to current challenges, notably by advancing certain actions and/ or adjusting them to the new reality under COVID-19. The Strategy supports SMEs in the recovery’s priorities, i.e. the twin transition to sustainability and digitalisation, and aims to increase their resilience. The SME Strategy is being implemented in line with the Industrial Strategy and the Recovery Plan, which look at the specific needs of key industrial ‘ecosystems’, representing around 90% of the business value added in the EU. The concept of ecosystems was created to better identify the needs and interests of each stakeholder group in various industries, SMEs being an important element of this concept (paragraph 61).
Many actions of the SME strategy are already being implemented and will help SMEs withstand the impact of the crisis and support their recovery. The Commission is also moving ahead with the remaining actions. In addition, SMEs interests are mainstreamed in most EU policies e.g. in the Green Deal, the European Data strategy, industrial strategy and the single market action plan. SMEs will be specifically addressed in the upcoming update of the industrial strategy, which will take into account the accelerated transformation and the changing global competitive landscape.
The twin transition to digitalisation and sustainability is at the heart of the SME Strategy recitals C and I). SMEs need to be able to pursue Green Deal objectives in the least burdensome way. Green Deal legislation should seek to keep administrative and regulatory burden on SMEs to the minimum (recital H). The SME strategy also addresses digitalisation as a key priority with a number of actions (recital C and paragraphs, 35 and 38), such as promoting digital solutions through the Digital Innovation Hubs and the Enterprise Europe Network (paragraph 40), or developing Digital Crash courses (paragraphs 34 and 38). The Commission welcomes the suggestion related to the Digital Volunteers scheme (paragraph 34) and recalls that this scheme will be put in place as of 2021, whereby skilled digital experts will offer their services and expertise to SMEs in order to contribute to their digitalisation.
Finally, concerning digitisation, the Commission issued on 9 March 2021 a Communication on ‘2030 Digital Compass: the European way for the Digital Decade’, which emphasises the central role of SMEs as a critical source of innovation. The Communication says that, with the support of over 200 Digital Innovation Hubs and industrial clusters, by 2030 SMEs should have the opportunity to access digital technologies easily and on fair terms. It indicates that this should be ensured by appropriate regulation, and that SMEs should benefit from adequate support to digitalise. The Communication includes four ‘cardinal points’ for mapping the EU’s trajectory, as part of a ‘Digital Compass’, to translate the EUʼs digital ambitions for  2030 into concrete targets and to ensure that these objectives are met, in the areas of digital skills, digital infrastructures, digital transformation of businesses and digitisation of public services, all of which should be beneficial to SMEs. In particular, the Communications sets out the following targets:
· Digitally skilled citizens and highly skilled digital professionals: by 2030, at least 80% of all adults should have basic digital skills, and there should be 20 million employed ICT specialists in the EU – while more women should take up such jobs;
· Secure, performant and sustainable digital infrastructures: by 2030, all EU households should have gigabit connectivity and all populated areas should be covered by 5G; the production of cutting-edge and sustainable semiconductors in Europe should be 20% of world production; 10,000 climate neutral highly secure edge nodes should be deployed in the EU; and Europe should have its first quantum computer;
· Digital transformation of businesses: by 2030, three out of four companies should use cloud computing services, big data and Artificial Intelligence; more than 90% SMEs should reach at least basic level of digital intensity; and the number of EU unicorns should double;
· Digitalisation of public services: by 2030, all key public services should be available online; all citizens will have access to their e-medical records; and 80% citizens should use an eID solution.
Overall, the Commission is ready to engage with the European Parliament in efforts to ensure the competitiveness and resilience of SMEs. The Commission could envisage a structured dialogue with the Parliament on SMEs that could take place in the context of the monitoring and reporting activities already in place, such as the annual publication of SME performance review (paragraph 13).
Better regulation/Administrative burden reduction
The Von der Leyen Commission renewed and strengthened its commitment to Better regulation, in particular at times of recovery efforts. Better regulation is vital for open and transparent decision-making. Cutting burdens and simplifying legislation for SMEs (paragraph 10) is a priority and the Commission is working to ensure that its proposals adequately take into account the impact on SMEs by applying the “Think Small First” principle (paragraph 3). The Commission is already deploying a number of various tools, which aim at reducing disproportionate burden for SMEs, including the REFIT programme, the SME test, and the Single Digital Gateway (recital L and paragraph 10). The REFIT programme helps identify, through evaluations, existing administrative and regulatory burdens that can be removed. Every revision of legislation will specifically look at how to simplify existing legislation. The SME test helps make sure that no disproportionate burden is placed on SMEs when new legislation is made. The Single Digital Gateway will offer easier access to high quality information, online administrative procedures and assistance services. The once-only principle (paragraph 8) will underpin the Single Digital Gateway to simplify access to cross-border administrative procedures initiated online by citizens or companies based in another EU country. Moreover, the EU SME Envoy and the SME Envoys’ network (paragraph 13) will play a key role in burden reduction for SMEs as set out in the SME strategy. The forthcoming Communication on better regulation will set out the vision of the Commission on how better regulation will further evolve to support the recovery of our economy.
Regarding targets, the Commission has indeed committed to implement the One-in One-out approach. This means that burdens introduced by proposals presented by the Commission should be offset by removing an equivalent existing burden in the same policy area. The Commission does not focus on costs only. It looks at the benefits and quality of legislation more broadly. The Commission can only determine the costs and savings for citizens and business of its own legislative proposals. Under the One-in One-out approach, the Commission will first look at EU legislation that it proposes, but it will also work closely with Member States to ensure that, when transposing EU legislation, they do not add burdens. To support this work, the Commission has set up the Fit for Future Platform to help identify existing legislation that can be simplified and made more efficient, including through digitalisation. The EU SME envoy has a special role to filter EU legislation to make sure it does not create disproportionate burdens to SMEs. In this light, the EU SME envoy will help shape the annual work programme of the Fit for Future Platform.
Moreover, the Commission, in close cooperation with the Member States and stakeholders, such as the European Innovation Council Forum, engaged to promote best practices and launched a new political initiative, EU Start-up Nations Standard. The ambition is to make Europe the most attractive start-up and scale-up continent, making it easier to startups and SMEs to expand across borders and promote venture-building and increase access to finance for scaling-up. On 19 March 2021, 24 Member States and Iceland signed the Start-up Nations Standard with a Declaration at the Digital Day 2021 Conference.
The Commission reiterates also the commitment of the European Parliament and Council under the Interinstitutional Agreement on Better Law-making to assess for impact their substantial amendments, including the effect on the Commission’s proposed burden reduction and simplification objective.
The Commission ensures independence, transparency and objectivity of the RSB and underlines that the members of the Board are not subject to any political control, conflict of interest or bias. By its constitution and by function, the RSB is de facto independent, which was confirmed by the European Court of Auditors. The RSB also complies with the Organisation for Economic Co-operation and Development (OECD) recommendation that oversight bodies should be close to ‘the centre of government’. There is no requirement to have one SME representative on the RSB. Having special interests represented on the RBS would go against their independence. In any event, the RSB will have a regular dialogue with the SME envoy to understand better the challenges faced by SMEs. The RSB takes into account in their regular work how the proposed options would affect SMEs.
SME performance review 
The SME performance review (paragraph 13) is one of the main tools to monitor and assess countries' progress in implementing SME policy on a yearly basis. The review brings comprehensive information on the performance of SMEs in EU countries and other partner countries and on the impact of COVID-19 on SMEs (paragraphs 2 and 9).
The network of national SME Envoys, chaired by the EU SME Envoy, has been in existence since 2011 pursuant to the revised Small Business Act and includes representatives of Europe’s business organisations as observers. The SME Strategy has given the EU SME Envoy and the network several additional tasks, which are implemented since the adoption of the Strategy in March 2020. The process of nominating a new EU SME Envoy is ongoing. The network continues its work and is chaired in the interim by the Deputy EU SME Envoy. The EU SME Envoy will, once nominated, work with Commissioner Breton and any other member of the Commission according to the subject matter at hand.
Access to finance
Under the SME window of InvestEU, the Commission will build on the experiences with the EU loan guarantee and equity financial instruments in the 2014-2020 period (such as COSME, the European programme for SMEs, Horizon 2020 or the European Fund for Strategic Investments (EFSI)), to tailor the new products to the needs of SMEs (paragraph 20). The InvestEU programme aims at streamlining the range of financial instruments by integrating them into a single one: simplification and accessibility will be its major feature. To attract more patient, long-term capital into SMEs, the SME window’s equity product will also aim at co-investing with private investors e.g. into VC funds. The Commission is also using regulatory tools (e.g. Solvency II) to make it more attractive for private institutional investors (e.g. insurers) to invest into SMEs, and not unduly restrain the investors’ demand for long-term investments.
The InvestEU SME window will support green financing (including SMEs investing in energy efficiency, circular economy and other types of climate- and environmentally-friendly projects) (paragraph 51). The Commission will encourage InvestEU implementing partners, to propose financial products that do not create unnecessary administrative burden to final recipients, and to attract private capital.
The European financial services sector offers SMEs a wide range of financing options tailored to their needs (paragraph 23). The Commission’s Capital Markets Union has put forward a number of initiatives aiming to provide businesses with a greater choice of funding at lower costs and to provide SMEs with the financing they need. In deploying EU financial instruments, the Commission and the EIB group are relying on a broad range of financial intermediaries, including traditional banking models that are very important channels due to proximity to their clients. The Commission will continue to update and promote the single digital entry point for all enquiries on EU financing opportunities for SMEs (www.access2finance.eu) (paragraph 7).
The Late Payment Directive
The Commission will support Member States in enforcing the Late Payment Directive (paragraphs 24 and 25). It will implement stronger synergies between late payment and public procurement frameworks, support the provision of credit management education for SMEs, facilitate SMEs’ access to credit information, and foster a more widespread uptake of supply chain management measures.
At the 2020 SME Assembly, the Commission launched a virtual late payment observatory, starting with the ecosystems that are suffering most from the COVID-19 impact (paragraphs 24 and 25). Moreover, the Commission will bring together major players in the area of alternative dispute resolution and mediation to design and test pilot alternative dispute resolution schemes to support SMEs. In addition, the Commission will also monitor more closely the public authorities’ payment performance, and if necessary, it will initiate infringement proceedings to ensure full compliance with the directive.
Skills
Skills are central to Europe’s recovery from the coronavirus pandemic and for mastering the digital and green transitions. Yet, mismatches and shortages in skills are increasing, while a large number of people are at risk of unemployment. Only by joining the forces of all relevant partners can we make substantial progress in meeting Europe's skills needs.
The European Commission launched a Pact for Skills on 10 November 2020, a central element of the European Skills Agenda adopted on 1 July 2020. It is a shared engagement model for skills development in Europe. The Pact promotes joint action to maximise the impact of investing in improving existing skills (upskilling) and training in new skills (reskilling). The Commission invites public and private organisations to join forces and take concrete action to upskill and reskill people in Europe. The Pact will encourage the setting-up of large-scale partnerships in strategic industrial ecosystems and value chains heavily affected by the current crisis and the priority areas identified in the European Green Deal to achieve ambitious commitments. The setting-up of training centers of excellence providing vocational education and training (VET) and the opening of local or regional inter-company training centers will offer support to SMEs in a whole ecosystem and value chain. The first European skills partnerships in key industrial ecosystems have been announced in automotive, microelectronics, and aerospace and defence industries. 
The Commission will support the Pact through dedicated services to be deployed in 2021:
1. Networking hub, including support in finding partners and first meetings of the partnerships; linking with existing EU tools, e.g. Europass, Skills Panorama, EURES and European Network of Public Employment Services;
1. Knowledge hub, including webinars, seminars peer learning activities;
1. Guidance and resources hub, including access to information on relevant EU funding; guidance to identify financial possibilities; facilitation of exchange between the Pact members, national and regional authorities. The Recovery and Resilience Facility and relevant funding instruments under the Multiannual Financial Framework 2021-2027 can support the Pact.
Similarly, the Digital Education Plan, adopted on 30 September 2020, stresses the importance of promoting digital skills and competences for offering everyone an opportunity to participate in the digital transformation.
Finally, in its Communication on ‘2030 Digital Compass: the European way for the Digital Decade’ (COM(2021) 118 final), the Commission identified a digitally skilled population and highly skilled digital professionals as one of the four ‘cardinal points’ for mapping the EU’s trajectory, as part of a ‘Digital Compass’ to translate the EUʼs digital ambitions for 2030 into concrete targets and to ensure that these objectives are met. The Communication recalls that the European Pillar of Social Rights Action Plan includes the objective to increase the share of adults with basic digital skills to 80% by 2030[footnoteRef:1], and includes the target to increase the number of employed ICT specialists to 20 million by the same year, with convergence between women and men. [1:  	COM (2021) 102] 

Horizon Europe/Innovation
SMEs play a critical role in the innovation process, in particular in breakthrough deep tech innovation. SMEs’ high level of participation in the Framework Programme is a major objective for the Commission (paragraph 30). European SMEs are invited to participate through consortia in multi-beneficiary instruments (Horizon Europe second pillar, European Innovation Council’s (EIC) Pathfinder and Transition activities, Knowledge and Innovation Communities of the European Institute of Technology) or through the main mono-beneficiary instrument - the EIC Accelerator. In addition to financial support, notably through blended finance, the EIC is providing Business Acceleration Services (BAS) to start-ups and SMEs that have the potential to scale up. The Enterprise Europe Network will continue to support SMEs participation in Horizon Europe, in close cooperation with National Contact Points, including with advice on access to finance and partnering services.
Horizon Europe is open to all types of innovators. An ambitious climate target of 35% of overall Horizon Europe funding is set to support the development of innovative solutions in the fields of resource efficiency or environmental performance (paragraphs 43, 44 and 45). EU strategic priorities are set on digital and green deal objectives, as well as on innovative solutions to cushion the effects of the COVID-19 crisis (paragraph 44). The EIC is also supporting breakthrough deep-tech innovative startups and SMEs with fully open calls for proposals, which may cover any technology (paragraphs 43, 44 and 45).
The budgets allocated to the Horizon Europe’s third pillar, “Innovative Europe”, amount to EUR 13.418 billion (paragraph 43), including the NextGenerationEU funds. Close to EUR 10 billion are allocated to the EIC, which will have a 70% earmarking for SMEs. Under Horizon Europe, a fast-track mechanism should be set up to offer accelerated opportunities for already well known and assessed start-ups and SMEs, especially when the R&D has been conducted in the context of other parts of the Framework Programme.
Within Horizon Europe’s third pillar, collaboration and cooperation for the benefit of SMEs are first conducted by the European Institute of Innovation & Technology (EIT), through its thematic Knowledge and Innovation Communities. EIC’s Pathfinder and Transition activities will also be supporting consortia that may include start-ups and SMEs (paragraph 45).
Innovation vouchers effectively support SMEs in building capacity and skills for digital transformation (paragraph 38). EU regions have already successfully implemented innovation voucher schemes for SMEs targeting the use of digital technologies to improve their services and competitiveness. Innovation vouchers can incentivise SMEs to pursue digital transformation, which will help them recover from the current crisis and improve future resilience. The Commission will consider how voucher programs could link to Digital Innovation Hubs and their services.
Second Chance 
Under the Recovery and Resilience Plans (RRPs), Member States can launch and/ or accelerate reforms related to the digitalisation of their justice system to speed up procedures for insolvent companies and facilitate the second chance in business (paragraph 29). Member States can also introduce other actions to speed up the legal procedures facilitating a fast return to the market of entrepreneurs who went bankrupt because of the COVID-19 pandemic. Furthermore, the Early Warning Europe (EWE) project has developed methodologies and tools to help companies in distress. They are now available for the Member States responsible for the transposition of the directive to establish or upgrade the existing early warning tools aimed at flagging financial distress at an early stage and helping entrepreneurs to rescue their companies. When doing so, Member States can request assistance from the Commission. In addition, the Commission is currently preparing a new action to the EWE project to improve services for companies in financial distress.
Interim and ex post evaluations
The Commission recognises the importance of thorough interim and ex post evaluation (paragraph 40). A central node in the network of digital innovation hubs, called Digital Transformation Accelerator (DTA), will provide services to the hubs in the areas of community building, training, online presence and network support. Specifically, the DTA will collect and analyse the Key Performance Indicators defined in the DIGITAL programme for the hubs with the contribution of the SME community, including e.g.: the number of SMEs helped, the number and quality of training events provided, the amount of financing secured for SMEs. The resulting report will help the European Commission to measure the performance of the European Digital Hubs (EDIH) network, and to identify improvements needed.
The Enterprise Europe Network (EEN) is evaluated (interim or ex-post) in regular intervals, either as a separate stand-alone evaluation or as a part of a higher-level programme evaluation (COSME/ Single Market Programme). There was a separate ex-post evaluation of the EEN 2008-2014 in 2015-2016 and for the EEN 2015-2021, an evaluation is planned for 2022-2023 (paragraph 40).
State aid
Since January 2019, the Commission has been evaluating its State aid rules in line with the Commission's Better regulation guidelines (paragraph 60). This fitness check (an evaluation of all relevant state aid rules) provides the basis for decisions about whether to prolong or update the existing rules. The current rules targeted at supporting SMEs (contained in the General Block Exemption Regulation) cover all aspects the Commission deems relevant to balance the scope for Member States’ SME support with the need to ensure effective enforcement of the EU’s competition law to ensure a level playing field in the EU. In response to the COVID-19 pandemic, the Commission adopted a new State aid Temporary Framework to enable Member States to use the full flexibility foreseen under State aid rules to support the economy (paragraphs 26 and 27), while limiting negative consequences to the level playing field in the Single Market.
SMEs’ internationalisation
Since the 2015 “Trade for all” Communication, the Commission includes dedicated SME provisions in all new trade agreements to facilitate small businesses’ access to information on product requirements in foreign markets, opportunities provided by Free trade Agreements and available support (paragraph 65). The Commission also takes into account SME specificities in all chapters of trade and investment negotiations. This helps involving more directly SMEs in international trade.
Regulatory fragmentation implies significant additional costs for SMEs and can constitute for them an insurmountable market access barrier. The Commission addresses regulatory issues as a priority in trade negotiations and steers greater cooperation in international regulatory fora, while maintaining high European standards (paragraph 66). The Commission also continues its efforts to eliminate non-tariff barriers through the enforcement of agreements and regulatory cooperation.
Through the dedicated SME chapters, now systematically inserted in new international trade agreements negotiated by the Commission, SMEs can learn about the benefits and opportunities those agreements offer (the most recent examples are SME chapters negotiated in the EU-UK Trade and Cooperation Agreement, or in the EU-Japan Economic Partnership Agreement) (paragraph 64). In addition, the new ‘Access2Markets’ portal (available in all EU official languages) is offering a single digital entry point to relevant information for exporters and importers.
The Commission will pursue a model of “Open Strategic Autonomy” (paragraph 66). A commitment to openness remains at the heart of Commission plans for future growth, prosperity and competitiveness. A key element of this approach is building alliances to drive global change, in particular to a more sustainable and fair globalisation. This however does not exclude being more assertive in defending the EU’s interests where needed. This includes stronger enforcement of agreements (multilateral and bilateral) and deploying trade defence instruments when European companies, including SMEs, are harmed by dumped or subsidised imports.
Public procurement
The Commission has proposed a SMEs-friendly label in public procurement to identify public buyers with SMEs-friendly practices. It has also launched a fully-fledged initiative to support big buyers across the EU, interested in innovation procurement and willing to cooperate in an EU context. Such support to innovative approaches in public procurement aims also at making public procurement more attractive to smart and agile SMEs.
According to data available to the Commission, innovation tenders are more favourable to SMEs than standard tenders. Among 31 completed pre-commercial procurements (PCPs) funded by the EU, 73.5% of PCP contracts were won by SMEs, 61.5% of total values of PCP contracts, more than twice the average in public procurement across Europe (29%).[footnoteRef:2] Concerning Public Procurement of Innovation (PPI) calls funded by the EU, figures are also encouraging. Around 50% of contracts of completed PPIs were awarded to SMEs (paragraph 69).[footnoteRef:3]  [2:  	European Commission, Update on results from completed and ongoing FP7 and Horizon 2020 funded PCPs: https://ec.europa.eu/digital-single-market/en/news/impacts-eu-funded-pre-commercial-procurements]  [3:  	European Commission, “Innovation procurement project” funded under the COSME programme] 

The Commission has taken a number of initiatives to strengthen the presence of SMEs in innovation procurement in its recent calls for proposals under the COSME and Horizon 2020 programmes (paragraphs 68 and 69). In particular, the Commission has funded two calls for proposals in 2018 and 2020 to set up “Innobrokers”, designed to build bridges between public procurers and potential suppliers (notably SMEs) of innovative solutions. The Commission also launched two calls for proposals for consortia of public buyers to purchase innovative solutions in 2018 and 2020, specifically designed to increase SMEs participation by encouraging buyers to give more possibilities to SMEs to participate.
The European procurement rules allow for a strategic use of public procurement for achievement of goals such as protecting the environment, social integration of disadvantaged groups or support of SMEs (paragraph 70).

