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SMEs in Europe (1)

» SMEs represent more than 99.8% of all European
enterprises;

» We are not the exemption, we are the rule...

» 20 Million enterprises in Europe. Only 43.700 with
more than 250 employees;

» 19 million enterprises employ less than 10 people
» 50% of all enterprises are 1-person enterprises;

» Average European enterprise provides employment
for six people;




SMEs in Europe (2)

» Provide 2/3 of the jobs in the private sector and
contribute to almost 60% of the total value-added in
the European economy.

» In the last decade, SMEs were responsible for 80% of
the new jobs created

» Important buffer in economic downturns

» Crucial role for economic and social stability at local
and regional level.




SMEs and large enterprises

» The Annual Report on European SMEs 2012/2013,
published on the EU Commission - DG Enterprise’s
website mentions the “business relationship
between large firms and SMEs acting as
subcontractors” and stresses that the “high
performance of large businesses is associated with a
corresponding high performance of the SME sector”.




SMEs and international projects

» Given the current market conditions in Europe, SMEs growth
can mainly only achieved if they are able to enter markets
outside Europe, including access to non- EU projects.

» The Report ‘Internationalisation of European SMEs’ ( EU
Commission 2010), highlighted the positive link between
internationalisation and innovation: “internationally active
firms introduce product/service and process innovations more
often than non-internationally active firms. Almost half of the
internationally active firms introduced new products or
services in the past three years (overall average only 32%) and

in the same period almost one third introduced process

innovations (overall average 22%)”.



SMEs and subcontracting

» Subcontracting is for SMEs an entry mode of
internationalisation (as also importing is)

» As mentioned in the Report ‘EU SMEs and
subcontracting’ , among the additional benefits for SMEs
are:

O Job creation

O Use of spare capacity

O Increased output

O Improved labour and capital productivity
O Greater product/process specialisation




Problem

» While in the next 10 years infrastructure projects inside Europe are
estimated be worth USD 5890 bn, the World Economic Forum
calculated that projects outside Europe will be approximately USD
31110 bn. Therefore, it is crucial that EU SMEs are enabled to
participate as subcontractors in these projects.

» Yet, the current tied-lending provided by Asian financing
institutions is forcing EU multinationals to subcontract foreign
firms, severely damaging European SMEs in terms of:

1.  Immediate economic losses resulting from missed contracts
2. Long-term competitive disadvantage with foreign SMEs

» On this issue, European SMEs are not on opposing fronts with large

enterprises but share their same concerns. There is the need for a

integrated synergetic/closely coordinated approachimed at
bringing growth back in Europe.




Public Private Partnerships

» A valuable solution could be offered by the use of
Public Private Partnerships (PPP), as highlighted in
the EIB/Robert Schuman Foundation study
‘Investment in and the financing of the European
Economy’.

» When acting as subcontractors, European SMEs
contribute for an average of 85% to the value of the
PPP.

» As both SMEs and multinationals participate in PPP,
they provide their unique private sector know-how,
expertise and inputs to public authorities.



Tied lending and guarantees (1)

» Tied lending from the EIB is also crucial for ensuring the
access of EU SMEs to European investments abroad.

» The EIB should thus institutionalise tied lending through
introducing an EU content requirementso that EU
multinationals would have to subcontract European
SMEs rather than foreign competitors, with positive
repercussions in terms of added value, employment,
technology and innovation development within the EU.

» In this sense, guarantees and additional funding through

tied aid for EU multinationals will support the acquisition
of major projects for both EU large enterprises and SMEs
on the basis of low risk and optimal competitiveness.




Tied lending and guarantees (2)

» SMEs would benefit if the EIB provided fundingand guarantees
to assist EU multinationals to acquire major infrastructure
projects outside Europe, which would result in further
subcontracts for EU SMEs and thus more market opportunities.

» To contrast the negative impacts of the economic crisis on the
SMEs, EU institutions, particularly DG Enterprise and Industry
and DG Internal Market, have launched several programs aimed
at boosting SMEs’ performance on a global scale.

» Even if SMEs’ projects are by definition smaller the EU needs a

broad approach, which supports multinationals’ projects and
SME projects.




Tied lending and guarantees (3)

» Once multinationals subcontract SMEs on a non-EU
major project, the income and job creation for SMEs is
immediate. Therefore economic growth in the EU
through this channel would have an immediate impact
while the risk is low.
=> new business for EU SMEs

-

» Multinationals should pay their invoices to SMEs
indeed within 30 days (as foreseen in the late payment
directive).
=> avoiding financial problems due to late payments
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