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INTRODUCTION

The BEST task force’s objective was to prepare an independent
report which would make proposals for concrete measures to be
taken by the Commission and the Member States to improve the
quality of legislation and eliminate the unnecessary burdens
which restrain the development of European businesses, par-
ticularly SMEs.

As the BEST task force was considering a very wide range of
issues it established four targeted working groups to examine key
areas, such as education, training and innovation, taking on
employees, access to finance and administrative simplification.
However, in terms of presenting proposals to the Commission
and to the Member States it was also necessary to indicate
priorities.

After considerable consultation and debate among the members
of the BEST task force these priorities were decided and set out
in Volume I of the final report presented to Commissioner
Papoutsis at the European Commission on 7 May 1998.

Additional recommendations are made by the BEST task force
in the four detailed working group reports, along with more
detailed information on the thinking behind the principle
recommendations. These are set out in full as annexes in this
second volume of the BEST task force report.

Annex 1: Working group I: Employment and taking on
employees

Europe needs to promote an entrepreneurial culture so that more
people take the risk of creating an enterprise. Entrepreneurs
themselves need the support of a motivated and adaptable work-
force which is as vital to their success as other inputs. Yet the
lack of flexibility in employment and working conditions has
been recognised as one of the inhibiting factors in the European
economy. BEST makes both major recommendations about the
development of a direct dialogue between employers and
employees at an enterprise level, and other detailed recommen-
dations which seek to introduce greater flexibility in the work-
place.



Annex 2: Working group II: Access to finance

Whether it is a young entrepreneur beginning life in business
with a small venture, or a well-established firm hoping to expand,
or a rapidly growing high-tech company looking for substantial
further expansion, access to finance on the right conditions is cru-
cial.

In discussing finance for SMEs it is also important to distin-
guish between the different types of enterprise and their need for
differing kinds of finance. The BEST task force recommenda-
tions in this working group have taken account of this. It should
be noted that the BEST task force suggested that some of their
ideas and recommendations for change could usefully be con-
sidered by the round table of bankers and SMEs which is organ-
ised by the Commission.

Annex 3: Working group Ill: Training, education and
research

BEST makes some important recommendations in relation to
education and training and the need for an entrepreneurial cul-
ture to begin in schools and be carried through into higher edu-
cation and training systems. There is a fundamental culture prob-
lem in Europe. That has to change so pupils and students realise
that these are issues which are important to their own future.
BEST also looked at the problem facing SMEs in exploiting the
opportunities provided by the Union’s excellent capacity for
innovative research and high technology.

Annex 4: Working group IV: Business environment and
administrative simplification

Public authorities acting as regulators or as providers of support
to businesses in the form of advice, assistance and information
need to see themselves as delivering a service to enterprises. The
better the service the more competitive the enterprises are like-
ly to be. It has also been the experience in a number of Member
States that the introduction of changes, which challenge estab-
lished assumptions and previous administrative procedures,
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require attention and support at the highest political level in order
to ensure changes are made and progress established. This work-
ing group looked at a broad range of legislative and administra-
tive procedures and in particular at the specific issues that are of
importance for business start-ups.

The detailed recommendations contained in this Volume II
should be considered just as carefully as those contained in the
main report in Volume I. Their implementation should be con-
sidered in the procedures adopted for the implementation of the
priority issues identified in Volume I.



Working group |

— Employment and taking on employees —



Introduction

The working group on employment and taking on employees decided on the following as
its list of priority issues:
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. The flexibility of working conditions

— Representation of SMEs
— Collective agreements
— The functional tlexibility of workers

— Working time patterns

. Health and safety regulations

. Social security systems

Administration of sickness benefit and other State schemes

. The transter of undertakings directive
. The transfer of businesses to the next generation

. Employment subsidies



1. The flexibility of working conditions

Entrepreneurs need the support of a mo-
tivated and adaptable workforce, yet for
some while now, the lack of flexibility in
employment and working conditions has
been recognised as one of the inhibiting
factors in the European economy. This has
had particularly serious consequences in
Europe’s failure to respond to widespread
unemployment.

Enterprises are reluctant to take on extra
workers because of the extent and com-
plexity of the obligations that arise with
that commitment.

A series of related issues needs to be
addressed. The most important are out-
lined in the following sections. Common
to all the proposals is the recognition of
the need of businesses to operate more
flexibly at the enterprise level.

To achieve this aim, however. it is neces-
sary to engage the active support of the
workforce. This means in turn that it will
also be necessary to develop. or in some
instances to initiate, a direct dialogue
between the employers and employees at
the enterprise level.

As a result of this dialogue, it should be
possible to introduce greater flexibility
into the application of framework agree-
ments at the enterprise level, giving firms
the scope they need to adjust to their own
particular circumstances, while at the same
time preserving national or sectoral
arrangements as a fall-back position.

These issues need to be raised in all the
appropriate forums. At a European level,
they must be part ot the dialogue launched
by the Treaty of Maastricht where issues

affecting entrepreneurs and smaller busi-
nesses must be given a higher profile.

Representation of SMEs

(a) The nature of the problem

® Dialogue between management and
labour at Community level in the field of
social policy is provided for in the Treaty
of Maastricht.

® This dialogue needs to take into account
the particular situations that arise in small
and medium-sized enterprises.

(b) Causes

® Agreement on etfective representation
of SME interests has not yet been possible
between the various European business
organisations concerned.

(¢c) Proposals for change

® Representative European small business
organisations should become full partners
in all levels of decision making that con-
cern the Social Protocol of the Treaty of
Maastricht.

At the enterprise level:

Collective agreements

(a) The nature of the problem

* [n most EU Member States there is an
obligation to observe collective agree-
ments, negotiated nationally. even in an
enterprise where the employer is not a
member of the employers federation and
employees are not represented by the trade
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union that has negotiated the agreement.
This restricts the scope of business activ-
ity, especially of small enterprises.

® The general and obligatory nature of
these collective agreements restricts com-
petition and prevents the conditions of
employment from being changed even
when the enterprise is facing difficulties.

(b) Causes

® In most EU countries there are regula-
tions which require employers to observe
the collective agreements of their own
industry.

In these countries collective agreements
have a status such that, under certain con-
ditions, the authorities can apply the pro-
visions even to those who have had no part
in negotiating the agreement.

This situation does not obtain in certain
countries — namely in the UK, Ireland,
Denmark and Sweden.

® Labour legislation defines the minimum
conditions to be followed in employment
contracts,

The terms and conditions of employment
as stated in collective agreements are most-
ly more favourable to the employee than
the statutory conditions provided by law.

® The employer who is obliged to observe
a collective agreement may not agree with
the employee terms which differ from
those in the collective agreement, even
though these terms would observe the
statutory minimum.

In fact, even if the enterprise has serious
business problems and a departure from
the normal agreement would save jobs.
enterprises are not allowed to take this
course of action.

® This general obligation to comply with
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collective agreements does not guarantee
basic employment terms at a certain min-
imum standard. These are already guaran-
teed by the legislation. Rather they are
used to restrict competition in the terms of
employment which are an important ele-
ment in labour market competition.

® The lack of flexibility in this system
restricts the ability of enterprises to adjust
to changes in market conditions and thus
works to restrict the ability of businesses
to create employment.

® The effect is particularly felt by small
enterprises, which, in signing employment
contracts, take a bigger risk in relation to
the resources available to the business than
is the case with larger firms,

(¢) Proposals for change

® Employers and employees should be
given the right to agree on variations from
general collective agreements, as long as
these agreements are arrived at voluntarily
by both sides and as long as they observe
the statutory minimum conditions of
employment.

The functional flexibility of
workers

(a) The nature of the problem

® Employment contracts often have job
descriptions which define tasks in a way
that is too narrowly restricted for the mod-
ern economy. Employees can refuse to
undertake tasks even if they are perfectly
capable of doing them, simply because
these tasks have not been written into the
job description. This makes the organisa-
tion of work very ditficult.



(b) Causes

® [t is a common practice to define the
responsibilities of employees in great
detail in employment contracts. especially
where a particular craft or trade is referred
to, since the responsibilities of the practi-
tioners of well-established crafts have
themselves been defined in considerable
detail. In addition. in many working envi-
ronments, it has been the practice to speci-
fy in very detailed terms the responsibili-
ties of each position.

® Trade unions will frequently insist on
employees only undertaking tasks that
have been defined as part of their respon-
sibility.

(c) Proposals for change

® The range of responsibilities established
in job descriptions in employment con-
tracts must be extended and defined in
more general terms.

This should be a matter of negotiation
between the employers and employees at
the enterprise level.

® In the workplace. dialogue between
employers and employees should help atti-
tudes to be changed. Employees must be
encouraged to understand that all tasks are
important and that their proper completion
contributes to the success of the enterprise
and improves the position of the employee.

Working time patterns

(a) The nature of the problem

® In enterprises where labour utilisation
varies, for instance because of seasonal
considerations or because orders are not
regular, difficulties can occur in planning
labour requirements.

® On the other hand, enterprises do have
a duty to provide their full-time employees

with regular employment even when there
is not work for them to do. For this reason
some enterprises tend to avoid employing
permanent statf.

(b) Causes

® [egislation and collective agreements
restrict the scope for negotiations with the
employees on working hours that could be
more appropriate for both parties.

® The flexibility which is built into the
working time directive is not being used.

® QOvertime expenses are very high in
many countries, so that although the
employees would be willing to work, the
employers can not atford to employ them
at these rates.

® ] egislation and collective agreements
restrict the scope for employment on a
temporary or part-time basis.

(¢) Proposals for change

® The parties in an employment contract
— employer and employees — should
have the freedom to negotiate working
hours to suit their own circumstances.

® |n order to bring flexibility to legislation
and regulations governing working hours,
without directly increasing them. better
use should be made of the current flexi-
bility provisions in the working time direc-
tive. Consideration should be given to a
calculation of working hours on an annual
basis rather than on a weekly or daily
basis.

® Arrangements should be negotiated
between the employers and employees at
the enterprise level to implement these pro-
visions, particularly in dealing with over-
time payments appropriately.

® It should be possible to sign a limited
number of temporary contracts in succes-
sion with the same employee.



2. Health and safety regulations

(a) The nature of the problem

® There are an enormous number of health
and safety regulations both at the EU and
Member State level. For a typical entre-
preneur these regulations are barely com-
prehensible and are quite incompatible one
with the other.

The introduction of new approaches to
health and safety by European legislation
has complicated the picture considerably.

® In many cases entrepreneurs are not in
a position to know what kind of health and
safety regulations are applicable in their
businesses.

® The language and the concepts used in
these regulations are unfamiliar to busi-
nesses and in many cases the regulations
also seem to be fairly impractical. at least
from the point of view of a layman.

The vast number of regulations creates
excessive compliance costs and adminis-
trative burdens for SMEs. In most cases,
when they meet health or safety problems
in their companies, they need to consult an
expert to find out about the regulations and
to know what the possible soluations are.

Relatively this is more expensive for the
smallest firms who typically do not have
such expertise available within the com-

pany.
(b) Causes

® The system of health and safety regula-
tion has been created gradually over a long
period. This means that the regulations and
rules in many cases have been created
independently of each other and do not
take into account their relationship to other
regulations.
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® Health and safety regulations are often
motivated by medical considerations and
aim to reduce certain diseases or accidents
which have been found to be typical in
workplaces.

Even if these regulations are effective from
a medical point of view often other aspects
have simply not been taken into account.
The consequence is that these regulations
are very complicated and frequently have
not even been kept up to date.

® A lot of bureaucracy is involved in com-
plying with health and safety regulations.

(c) Proposals for change

® At the EU level, there must be restraint
in proposals for further legislation on
health and safety until the current regula-
tions have been made to work.

® New proposals for health and safety leg-
islation at a European level should only be
made after thorough consultation with
business organisations, particularly SMEs.
and the completion of a regulatory impact
assessment. The results of the consultation
and the impact assessment should be pub-
lished.

® Existing health and safety regulations,
including monitoring and reporting
requirements, should be simplified and put
into a more coherent framework. possibly
through a SLIM exercise.

® Member States must intensify their work
to revise, simplify and modernise their
own health and safety legislation, so that
both medical and economic objectives can
be met more effectively.

At the moment SMEs pose the greatest
problems in terms of enforcing health and



satety regulations. In that respect easing
the administrative burden of health and
safety regulation is likely to improve com-
pliance and consequently to enhance its
effectiveness from a medical point of view.

® [nevitably the costs of health and safety
regulations are higher in small companies
than in larger ones, since they are often in
the form ot fixed costs which are inde-
pendent of the size of the company. For
this, specific technical and financial assis-
tance should be given to SMEs so that they
can comply with health and satety rules.

® Currently the role of the authorities is
mainly to ensure that inspection takes
place. But certain countries have had
encouraging results from also giving
authorities the task of advising companies

on how to comply with health and safety
regulations. This experience shows that the
authorities can have the role of both
inspector and adviser at the same time.
This could be extremely helpful for SMEs
and it is recommended that the practice be
generalised.

® Inspectors should first visit a firm and
advise on what regulations are applicable
and how to comply with them. If the firm
is already complying this should be con-
firmed in writing. If changes have to be
introduced, it should only be on a second
visit that a formal inspection takes place.

® Better information is also required, par-
ticularly in the form of practical examples
of how to apply the regulations.



3. Social security systems

(a) The nature of the problem

® According to many studies high indirect
wage costs are one of the main obstacles
to employing people. These costs arise for
different reasons but the main part consists
of compulsory social security contribu-
tions which are especially burdensome for
SMEs since they are generally more labour
intensive than larger companies.

® The social security system is very com-
plex in most Member States. Employers.
the main financers of the system, also bear
a large part of the administrative costs.

® In many cases there are different ways
of paying in contributions. These are paid
to separate organisations and the informa-
tion needed is collected separately by each
agency. This 1s an unnecessary burden for
the business sector and is relatively most
burdensome for small employers.

® Some health and safety provision, organ-
ised by employers in accordance with legal
requirements. is partly reimbursed by pub-
lic sector agencies. This system has been
created in most countries in recent decades
with very little thought for the administra-
tive consequences.

(b) Causes

® Financing social security is a high cost
to be taken into account by employers
when employing people. Often this cost is
not seen at all by the employees. Thus peo-
ple generally do not know how much it
really costs the employer to hire an extra
person.

® [n many cases the costs are not apparent
even to decision makers who are also con-
cerned about the unemployment rates in
their society.
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® Separate social security agencies have
their own systems for collecting contribu-
tions. They have also their own informa-
tion systems and even separate legal pro-
cedures.

This situation arises from the creation of
social security systems in the decades after
the Second World War. Each one of the
schemes has been created separately and
therefore has its own characteristic financ-
ing system, information system and legal
procedures. Steps have been taken in some
countries to ameliorate the situation.

® The many detailed rules relating to the
reimbursement for some health and safety
provision have imposed a considerable
burden on enterprises.

Understanding the specific meaning of the
rules is often impossible without the help
of an expert.

(¢) Proposals for change

® In Denmark social security schemes are
mainly financed through general taxation.
This means that employers hardly pay any
social security contributions at all.

This system avoids both high indirect
wage costs and the administrative burden
of administering a complex and costly sys-
tem. The burden is also shared with capi-
tal intensive companies, thus assisting
employment, as is apparent in the Danish
unemployment figures.

® The Member States should simplify the
administration and financing of their social
security systems. The Danish system
deserves consideration as a system which
avoids complex administration and financ-
ing costs, and removes the burden from



labour intensive firms, thus assisting
employment.

® [n some countries, for example Sweden
and Ireland, companies only pay their
social security contributions to one agency
and provide the same agency with all the
information required. This is a simple
measure of administrative simplification
for companies and is welcome in going
some way to reducing costs, even if impor-

tant costs arising from the system still
remain.

At the minimum. this measure of admin-
istrative simplification already in use in
some Member States. should be recom-
mended to the other Member States as
well.

® The rules concerning reimbursements
for certain health and safety provision
should be simplified.



4. Administration of sickness benefit and other

State schemes

(a) The nature of the problem

® Sickness benefit schemes seem to
require very complicated reimbursement
systems in most Member States.

Where an employee has sick leave and he
or she is eligible for sickness benefits, the
coordination of the payment of the benefit
with the payment of wages due usually
involves a complicated administrative pro-
cedure which falls on the employer with-
out any compensation whatsoever.

® Another aspect of the complicated sys-
tem of health care is the health schemes
organised for its workforce by a company.
These schemes are typically partly
financed by the public sector, but they are
subject to inspection and very detailed and
complicated rules, both bringing extra
costs for employers.

(b) Causes

® Usually at the beginning of their sick
leave, sickness benefit is included with the
wages employees receive. As a result of
collective agreements, it is usually the case
that employees get the full wage or a pro-
portion of it for a certain period. At the
same time employees are eligible for sick-
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ness benefits according to the public
scheme. Double reimbursement is avoided
by giving the employer the right to receive
the sickness benefit meant for the em-
ployee during the period when the em-
ployer continues to pay the employee
directly.

This reimbursement system means a lot of
administrative work for each separate case
of sickness, as money is transferred
between the social security agency and the
company. The organisation taking on this
work is, of course, not the social security
agency but the company.

(¢) Proposals for change

® Simpler and more uniform administra-
tive systems have to be created for SMEs.
It should not be necessary to transfer
money backwards and forwards between
companies and social insurance agencies.
It companies are to undertake the admin-
istrative work of adjusting wages to take
account of the sickness benefits of their
employees, they should be compensated.

Member States should adopt ways of
administering sickness benefits that
impose less of a burden on SMEs.



5. The transfer of undertakings directive

(a) The nature of the problem

® The effective transter of business prop-
erty is at risk because of the obligation on
the part of the buyer in certain circum-
stances to take on the employees in the
enterprise being sold, even if this is not
part of the original agreement.

® There are also circumstances where
changing a subcontractor or hiring a sub-
contractor for a job that was previously
done in the enterprise itself can lead to the
new subcontractor having to employ work-
ers who had previously done the work.

This endangers the pursuit of economical-
ly rational courses of action and the devel-
opment of strong supply chains.

(b) Causes

® The EU directive on the transfer of
Undertakings (77/187/EEC), sometimes
known as the ‘acquired rights directive’
and the related decisions of the Court of

Justice of the European Communities are
surrounded by a considerable amount of
confusion and uncertainty.

® Basing themselves on the judgements of
the Court of Justice, national courts have
tended to interpret the provisions relating
to the transfer of business very rigidly.

(¢c) Proposals for change

® Firms must know where they stand in
relation to acquired rights. The provisions
and scope of the directive on the transfer
of undertakings must be clarified in order
to avoid the confusion that has arisen and
improved so that companies will be
encouraged rather than dissuaded from
taking on personnel.

® QOutsourcing and changes of subcon-
tractors and retailers should be excluded
from the scope of the directive.



6. The transfer of businesses to the

next generation

(a) The nature of the problem

® The transfer of businesses from one gen-
eration to the next on the death or retire-
ment of the original owner is administra-
tively complex in some Member States and
is often complicated by inheritance taxes.

This situation puts at risk many viable
businesses and undermines the job secur-
ity of their employees.

(b) Causes

® There is a tendency to see the transfer of
businesses from one generation to the next
as a transfer of wealth rather than handing
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on an enterprise.

® Provision for this situation varies con-
siderably between Member States.

(¢) Proposals for change

® Further progress needs to be made in
helping the continuation of businesses
after the original owner is no longer
involved.

® The Commission’s communication on
the transfer of small and medium-sized
enterprises of 24 March 1998 sets out an
appropriate framework.



7. Employment subsidies

(a) The nature of the problem

® Most Member States have a range of
schemes to subsidise various forms of
employment. These schemes are targeted
at different groups. such as the long-term
unemployed, young people, older people,
people with disabilities and ethnic minori-
ties.

Usually the employer receives a direct
subsidy for employing someone in these
categories.

® These subsidies can amount to a con-
siderable sum of money and have a con-
siderable impact in certain sectors of the
economy. Unfortunately the impact on
unemployment is often offset by the neg-
ative effects on enterprises not receiving
the subsidy. In effect, these programmes
can lead to unfair competition and increase
the tax burden on other businesses.

® There are a large number of such
schemes, often with regional variations.
Enterprises are frequently confused by
their number and complexity.

(b) Causes

® The need for governments to be seen to
be responding to high levels of unemploy-
ment encourages them to adopt such
schemes, often without sufficient thought
on their operation and their effects.

® Such schemes are sometimes motivated
by considerations of social policy, includ-
ing the need to help the unemployed to
avoid permanent exclusion from the labour
market.

(c) Proposals for change

® Member States should reappraise their
employment subsidy policies, reviewing
their cost and effectiveness. They should
consider whether the same objectives
might not be accomplished more effec-
tively by other means, including the reduc-
tion of social costs.

® Some of these subsidies might better
serve as incentives to the unemployed to
create their own businesses. Unemploy-
ment benefits, for example, might be con-
vertible for a certain period into tax cred-
its for new entrepreneurs.

¢ New schemes should not be introduced
without being thoroughly evaluated, if nec-
essary on the basis of pilot schemes.

® Those schemes that are found to be
worthwhile should be rationalised and
made easier for enterprises to understand
and implement.

¢ The European Union should ensure that
the Structural Funds conform to these prin-
ciples.
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Introduction

The working group access to finance has decided on the following as its list of priority

issues:
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6.

. Seed capital and start-ups

Working capital and short-term credit

. Venture capital and capital markets

Taxation and allowances for small companies

. Late payment

Mentoring and business angels



All businesses must be financed and there
are plenty of sources of finance available,
especially for established successtul busi-
nesses, but there are also persistent com-
plaints that businesses. particularly those
that are new or innovative. find that they
can not get hold ot the funds they need.
The working group on access to finance
has highlighted the following problems
and proposes certain solutions.

In discussing finance for SME:s it is impor-
tant to distinguish between types of enter-
prise and their need for differing kinds of
finance. Appropriate finance and credit for
start-ups is a different matter from the
funding required for more established,
medium-sized businesses. Development
capital for rapidly growing and innovative
enterprises 1s clearly a particular and
important case.

These broad distinctions are themselves
fairly crude and, although we should not
forget that there are some issues that affect
SMEs across the board, such as late pay-
ment, in general, much finer distinctions
are required for adapting sources of
finance to the range of businesses that
could make productive use of them. In this
sense, although important in themselves,
the proposals that are being made are just
a start. They are indicative of what could
be done, if comparisons of experience
were taken further by the financial sector
and public authorities.

In this respect BEST has found the work
of the round table of bankers and SMEs to
be encouraging.



1. Seed capital and start-ups

(a) The nature of the problem

® A basic problem is that there is simply
not enough seed capital provided to meet
the demand trom start-up entrepreneurs
with viable projects.

(b) Causes

® Most start-ups are not of the ideal type.
in the sense of being highly innovative or
of bringing to the market some new appli-
cation based on careful R & D. Often,
therefore. start-ups do not attract the atten-
tion of existing seed capital funds.

Governments have a role to play in identi-
fying the market failures in the provision
of enterprise seed capital and helping to
correct them.

Finance from public agencies can have a
particularly important effect in leveraging
private finance.

(¢) Proposals for change
® Seed capital funds must be more encom-
passing in their scope.

® In order to achieve this effectively, they
will need to join forces and cooperate with
the State agencies that are responsible for
economic development.

® Alternative sources of seed capital
should be established by:

government agencies
semi-public bodies
banks.

® Building on experience elsewhere in the
world and notably in some States in the
USA. banks should find ways to help
finance start-ups without requiring per-
sonal guarantees, particularly where this
includes the home of the entrepreneur. and
also without obliging borrowers to have all
other loans in associated banks.

¢ Under the Community’s Regional Funds
and under Member States” regional initia-
tives, ways have been found to make
finance available for quite small projects.

In Ireland, for example. enterprise boards
have operated successfully at a regional
level, making finance rapidly available for
start-ups. Access is easy, there are simpli-
fied procedures and localised (personal)
knowledge comes into play. There are also
fast responses. An answer is provided
within two weeks of submitting a simple
business plan.

This good practice should be adopted more
widely.



2. Working capital and short-term credit

(a) The nature of the problem

® Because SMEs are nearly always under-
financed. short-term loans and other forms
of commercial credit are vital to their
financial health.

This situation is frequently made worse by
late payment for goods and services by
institutional and government organisations
and by other companies.

® Even established SMEs often find it dif-
ficult to borrow relatively small sums of
money to finance expansion of their activ-
ities.

(b) Causes

® Private commercial banks tend to find it
difficult to assess the risk of projects pro-
posed by SMEs, particularly as decisions
on lending become more centralised.
Overdrafts and other forms of short-term
credit are limited accordingly.

® Because of the higher perceived risk,
banks also charge higher interest rates than
to large companies and multinationals,
which have higher credit ratings.

® The sort of loan guarantee scheme that
is operated by the US Small Business
Administration is not as widely available
in Europe.

® Assistance provided, for instance by
business support agencies. in improving
the presentation of proposals to banks on
the basis of proper business planning is not
utilised as much as it could be.

® Most investment support schemes devel-
oped by governments and the EU do not

contain provision for working capital. This
remains a frequent cause of the failure of
projects.

(¢) Proposals for change

® [oan guarantee schemes have an impor-
tant part to play in mobilising bank cred-
it. More effective schemes of this kind
should be brought into operation, with the
support of the European Investment Bank.

® The growth and employment initiative
should be made operational as soon as pos-
sible. All SMEs should be eligible and all
banks allowed to participate. Decisions on
whether to offer guarantees should be
communicated to SMEs within a month.

® Business support agencies should pro-
mote better the assistance they can provide
in helping entrepreneurs to present their
proposals effectively to banks and other
sources of short and medium-term credit.

® Mutual guarantee schemes could have a
similar effect and should be encouraged.

® [Institutional grants and investment
incentives provided at regional, national
and EU levels should include provision for
working capital.

® The European Investment Bank and the
European Investment Fund should exam-
ine this problem further in order to allow
a greater degree of flexibility in relation to
working capital, both in their direct and
indirect interventions.

® Business support agencies active in this
area, such as the business innovation cen-
tres, should be more involved in the allo-
cation of funds.



3. Venture capital and capital markets

(a) The nature of the problem

® Typically, established manufacturing
SMEs face severe financial constraints
when they are expanding or diversifying
their initial line of business.

The most direct way for the enterprise to
acquire funds in this situation is by the
partners or shareholders increasing their
participation. However, this is often not
possible and medium to long-term finance
through a bank is sometimes too expen-
sive to be practical.

A financial engineering solution involving
venture capital would be the logical
answer but seldom is because of the very
low acceptance rate of proposals by ven-
ture capital organisations.

® Markets for capital invested in SMEs are
still a long way from being effective. The
difficulty of exiting from an investment in
an SME inhibits funds from going in in
the first place.

(b) Causes

® The rate at which projects are accepted
by venture capital funds is presently very
low because of the risk aversion of venture
capitalists. Instead they tend to concentrate
their investment activities in larger projects
at the mature end of the market.

® Entrepreneurs, who may have excellent
technical knowledge, often lack the exper-
tise necessary to put together a business
plan that looks convincing to venture
capitalists.

® Investment on Easdaq and other Euro-
pean stock markets will be greatly encour-
aged when they increase their volume of
trading and consequently their liquidity.

® The costs incurred in connection with
stock market transactions (agency support,
costs for business analysis, drawing up a
prospectus, etc.) can be substantial and are
incurred before any capital is raised.

® The rules and regulations governing the
various European stock exchanges need
simplifying for SMEs and should be
designed to encourage flotations.

(¢) Proposals for change

® There is a need for venture capital
schemes involving supplementary funding
to ease project acceptance and to engage
venture capitalists through lowering the
levels of perceived risk.

This should always be available when the
internationalisation of businesses is at
stake.

® Business support agencies again have a
role to play in helping enterprises to pre-
pare convincing business plans for pres-
entation to providers of finance. The prac-
tice of some banks in providing this type
of service could also be adopted more
widely.

¢ In Ireland, under the business expansion
scheme (BES). private investors are eligi-
ble for a tax rebate if they invest in SMEs.
This has proved to be a very successful
way of bringing sometimes relatively
small amounts of capital into smaller
enterprises. Assistance for the SMEs is
provided by business mentors, if required.

Ways of bringing even relatively small
amounts of capital into promising smaller
enterprises should be found. The Irish
business expansion scheme, the enterprise
investment scheme in the UK and those
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operated by the US Small Business
Administration provide good examples.

Similar schemes should be adopted more
generally.

® Member States should allow pension
funds to invest a higher percentage of their
funds in venture capital. Equally, venture
capital funds should reserve a certain per-
centage of their capital to invest in start-
ups.

® Venture capital firms should not be sub-
ject to capital gains taxes.

® [t is necessary to make public funds
available for venture participation, partic-
ularly for innovative enterprises in the start-
up and expansion phases, in order to stim-
ulate the deployment of private funding.

® In the system of direct investment sup-
port, it should be ensured that equity-
financed projects or investments are not
disadvantaged as against externally
financed projects.

® The promotion of Easdaq and similar
markets is important in order to increase
the volume of trading and consequently
their liquidity.

® The rules and regulations governing the
various European stock exchanges need
simplifying for SMEs and should be
designed to encourage flotations.

® All the costs associated with SME flota-
tions and the raising of equity in general
should be, at least, tax deductible or form
tax credits.



4. Taxation and allowances for small companies

(a) The nature of the problem

® The taxation regime can be particularly
important either in stimulating or in hin-
dering the development of dynamic, high-
ly innovative SMEs.

® The taxation authorities in EU countries
do not take sufficient note of the disad-
vantages faced by SMEs, of their diversity
and of their fragility.

® SMEs, despite being very versatile and
flexible, are more susceptible to failure
through unexpected set-backs or unfore-
seen market changes and are subject to
proportionately greater variations from
year to year in income, expenditure and
hence profits.

® Regulations governing accounting pro-
cedures only allow invested capital in com-
panies to be written off over relatively long
periods. This has implications for produc-
tion costs, for the extent and scheduling of
equipment replacement and for the levels
of intangible investment.

® Taxation of investors is equally a sig-
nificant issue for dynamic SMEs, since it
affects the readiness of wealthy individu-
als to commit their capital to projects of
greater than average risk.

® Especially in high-tech companies, com-
petition for very talented. often uniquely
qualified people takes place on a world
scale. The right reward packages are essen-
tial for attracting such talent and are very
influenced by the taxation regime and
similar regulations on elements such as
share ownership and options.

(b) Causes

® Taxation authorities often apply uniform
tax rates indiscriminately.

® By inflexible regulations they can cause
financial disruption and cash flow short-
ages.

® Requirements to forward VAT to the
authorities can precede the receipt of the
VAT invoiced.

® [ack of imagination in the taxation
regime means that opportunities to encour-
age external investment and re-investment
of profits are not taken.

® Similarly, regulations on share owner-
ship and options can have a major effect on
the recruitment of highly talented people.
especially for high-tech companies.

® Sufficient allowance is not made for the
high costs of research and development
once this investment pays off in later years.

® Although they vary in effect with the type
of investment, capital allowances cause
distortions in the reported levels of profit.

® Facilitating the exit of capital from
investment through the taxation system
can be as important as directly encourag-
ing its entry, since large penalties at exit
discourage the initial investment.

® [t is believed that capital gains tax rates
of less than 10% for investments held
between three and five years would stim-
ulate a substantial improvement in invest-
ment in high-tech SME:s,

® Where tax relief for reinvestiment by pri-
vate investors and business angels is avail-
able it is often restricted to investment in
private companies.



(¢) Proposals for change

® SMEs would be able to benefit it a grad-
uated system of taxation generally applied
to company profits.

® SMEs should not have to pre-pay taxes
collected on behalf of the state. Cash-
based accounting should be allowed for
determining the amount payable.

® SME:s should be allowed to accumulate
tax credits for expenditure on research and
development.

® SMEs should be allowed to write-off
capital investment over a shorter period,
allowing profits to be retained within the
companies.

Three to four years is suggested.

(%)
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® The tendency to lower rates ot taxation
on capital gains should be encouraged in
order to facilitate exit from investments.

® When tax-relief is not available for re-
investment by private investors and busi-
ness angels, it should be introduced and. in
light of the potential increase in publicly
quoted companies, this should be
extended to investment in public and
quoted companies up to a valuation of
ECU 75 million.

® Restrictions should be litted on elements
in the reward packages necessary for the
recruitment and retention of very talented
people. such as those of share ownership
and options.



5. Late payment

(a) The nature of the problem

® In many parts of Europe, prompt pay-
ment by companies and public adminis-
trations has become a rare event. It is not
unusual in some countries for payment for
goods and services to be delayed for up to
six months, without legal action being
taken by the creditor.

Such unreasonable delay causes one of the
most serious financial problems that SMEs
face. The situation is particularly serious
when the firm only deals with a restricted
number of clients.

(b) Causes

® The generalised practice of late payment
is the result of a vicious circle originating
in the unduly long delays in settling the
accounts of suppliers on the part of most
state agencies and administrations and

many large companies. Because of this sit-
vation. firms supplying goods and services
to the public sector are unable to honour
commitments to their own suppliers and
sub-contractors. In consequence a general
default culture has been created with seri-
ous implications for the whole economy.

(c) Proposals for change

® Serious and urgent action must be taken
at both national and Community level to
address the problem of late payment.

® The Council and the European Parlia-
ment are urged to respond positively to the
proposed directive on late payment. so that
it can be adopted as soon as possible.

® Equally, Member State governments
need to adopt this legislation quickly with
a view to breaking the vicious circle.



6. Mentoring and business angels

(a) The nature of the problem

® Enterprises at all stages of their devel-
opment frequently lack some of the very
diverse range of knowledge and skills nec-
essary for the successful growth of their
business. Advice and assistance from
someone with the right experience can be
extremely valuable in these circumstances.

® Businesses that may have considerable
growth and development potential often
tace acute financial constraints because
they cannot overcome the perception on
the part of traditional sources of finance
that a firm that is developing or even in
need of restructuring is simply too risky.

® Business angels can often be a solution
to this problem, but this is a solution that
is not without its own difficulties.

® Contacts between business angels and
enterprises that might benefit from them
have often been a matter of chance. Sys-
tems for putting the two sides together are
very under-developed.

(b) Causes

® Although the potential of mentoring is
widely recognised. it is not sufficiently
promoted.
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® The conditions under which a business
angel becomes involved have to be right
for both sides. The involvement of a busi-
ness angel can be difficult for entrepre-
neurs, who, as they see it, are required to
give up control of their business.

® The involvement of business angels is
usually a private arrangement and is not
under the control of the authorities. Both
sides clearly have be careful about their
involvement.

(¢) Proposals for change

® Incentive schemes must be created to
catalyse more mentoring by experienced
individuals.

® Greater attention and recognition should
be given to business angels by administra-
tive and fiscal authorities, as a way of ren-
dering this alternative form of company
financing more acceptable, more visible
and less risky for all parties concerned.

® Introduction to business angels should
be facilitated by organising easily-
accessible networks and providing better
communication between projects and
angels.



Working group I

— Training, education and research —



Introduction

The working on group training, education and research had to reflect on two distinct areas:
training and education on the one hand and research on the other. The issues addressed in
each area are listed separately.

I. Training and education

1. Education for the entrepreneurial society

!\)

The education and training of entrepreneurs
3. The education and training of employees

4. The use of information and communication technologies in education and
training

IL. Research and technological development

—

. Access to the research results and technology transfer

)

. Participation in research programmes

3. Patent and licensing procedures

Patent protection

Patent filing procedures

Protection for ‘small inventions’ and utility models

Licence agreements
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|. Training and education

1. Education for the entrepreneurial society

(a) The nature of the problem

® There is a fundamental cultural problem
in Europe in that the concepts of enterprise
and entrepreneurial skills do not have a
sufficient presence in national education
systems.

The possibility of becoming an entrepre-
neur, through academic studies in business
administration or through in-company
training, ought to have a larger place in the
school curriculum.

® Attitudes towards failure in business also
represent a cultural problem, especially
when contrasted with the way it is
regarded in North America. The value of
failure as a learning experience is not
recognised.

® The significance of entrepreneurship for
the economy and the importance of a basic
knowledge of business administration are
not recognised sufficiently in schools and
are taught too late in the curriculum to
have a real impact.

® Equally, many SMEs have problems in
finding qualified workers, even though
there are high rates of unemployment.

® Clearly, the right skills for employment
in today's economy are not being taught.

® The planners of education and training
should take into account the prospect that
many more people in futare will be work-
ing in SMEs and establishing their own
businesses.

(b) Causes

® In traditional school education there is
too much emphasis on academic knowl-

edge in preparation for an academic
career.

® There is too little encouragement of the
spirit of entrepreneurship; few attempts are
made to arouse an interest in young people
in the prospect of running their own busi-
ness and there is too little provision for
acquiring the knowledge and skills which
are needed to become an entrepreneur.

® The skills which are imparted are more
appropriate for employment in large com-
panies or in public services than in SMEs.

(¢c) Proposals for change

® In schools and colleges there has to be
a more effective dissemination of infor-
mation about the role and economic sig-
nificance of the entrepreneur in the mod-
ern economy.

® Even at an early stage in schools, knowl-
edge of business administration with a spe-
cial emphasis on the role of the entrepre-
neur should be imparted — and this should
not be confined to specialised or optional
parts of the curriculum.

® A more positive attitude towards ‘fail-
ure’ should be instilled and its value as a
learning experience recognised.

® Pupils should be made more aware of
the rapidly changing needs of working life
and be shown more clearly the various
routes to becoming an entrepreneur —
including in-company training and training
for becoming a master craftsman.

® The education and training systems need
to bring together the business sector and
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the public authorities. SMEs should be
encouraged to work in close cooperation
with schools to promote the excitement of
life in a small business.

® To give pupils the opportunity to gain an
insight into the organisation and rhythm of
work in businesses, more scope for student
placements should be created. The com-
pletion of a period of work experience
should be referred to in the final school
report.

® Schools need to provide more opportu-
nities for pupils to carry out school pro-
jects on aspects of business administration.
For example, these projects could be car-
ried out by small teams of pupils. focus on
every day economic questions and empha-
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sise the importance of working within
fixed time limits.

¢ Member States at the highest levels
should seek to promote and endorse entre-
preneurs and an enterprise culture.

® [arge businesses in different sectors
should set up prestigious awards, run by
industry and endorsed by governments, to
recognise successful entrepreneurs and
SMEs within those sectors. In addition, the
European Commission and Member State
governments should create prestigious
awards for individuals, departments,
authorities and politicians who have done
something particularly useful and innova-
tive for SMEs.



2. The education and training of entrepreneurs

(a) The nature of the problem

Professional training and qualifications are
the basic requirement for the economic
success of entrepreneurs. especially those
in small and medium-sized enterprises.
With the integration of markets and
stronger competition, enterprises can only
be successful if their entrepreneurs are
highly qualified. This is as true for the
start-up phase of an enterprise as for the
later stages in its life span. Continuous and
developing training is necessary through-
out the whole life of an enterprise.

® The under-provision of independent
training courses and the problems with
their mutual recognition — on a national
as well as a European level — mean that
the mobility of entrepreneurs is restricted.

® Courses of further training available to
entrepreneurs do not sufficiently take into
account the special situation and needs ot
SME:s.

® Participation in further training courses
often imposes heavy organisational and
financial problems on entrepreneurs in
SMEs.

® The role of women in SMEs and their
contribution both as entrepreneurs and as
colleagues, is not supported sufficiently.

(b) Causes

® Because of the single market and the
globalisation of the world economy, there
is a rapidly increasing interdependence of
national markets which demands the ever
greater mobility of entrepreneurs.

® Technological changes of increasing
rapidity reinforce the growing competition
created by the single market and globali-

sation. Consequently ever more sophis-
ticated training measures are required.

® All economically active persons have an
entrepreneurial potential and this is not
being fully exploited.

® Training systems have not sufficiently
adjusted to the new economic realities and
particularly the growing economic and
social significance of small businesses.

® Not enough is known in other Member
States about training measures offered at
the national level. This restricts the mobil-
ity of entrepreneurs.

(¢) Proposals for change

® The whole ‘market’ for training needs
reorientation, in close cooperation with the
business community, so as to take greater
account of the special needs of SMEs.
Training which provides practical, really
useable skills should be a priority.

® In view of the increasingly fierce inter-
national competition, more emphasis has
to be put on the whole area of business
management skills — including market-
ing, international business procedures,
quality and control and the application of
business computer software.

® Comparative information about the pro-
visions for training in national legislation
and regulations has to be improved. It
should be easier to find out about the con-
tent and structure of training measures for
protfessional skills and business adminis-
tration in other Member States.

The training of master craftsman as it is
understood in Germany, Austria and Lux-
embourg represents an instructive case of
a single comprehensive training system
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which provides a solid base for setting up
a private business. To this extent, the train-
ing of master craftsman could serve as an
example for other Member States.

® Promotion of the concept of the old
helping the young is necessary. Reinforc-
ing traditional training measures by means
of an informal exchange of business expe-
rience and professional skills between
experienced entrepreneurs and young
entrepreneurs is an approach that is to be
commended.

® There should be financial incentives for
entrepreneurs to participate in further
training, for instance by means of business
scholarships or the tax deductibility of
training related expenses.
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® There should be promotion of training to
assist women to become entrepreneurs and
an improvement in the methodology of
such training.

Women should be encouraged more to
become entrepreneurs in their own right
and they should be supported in this
endeavour. However, the question should
also be addressed of how to improve the
recognition of those partners (usually
women) who act as colleagues or in fact
the indispensable mainstay, of the entre-
preneur. Here the French concept of a
diploma for spouses working in an enter-
prise (BCCEA — Brevet de collaboratrice
de chef d’entreprise artisanale) could serve
as an example of best practice.



3. The education and training of employees

(a) The nature of the problem

SMEs provide the greater part of in-
company training. In this way they con-
tribute decisively to keeping youth unem-
ployment rates down. However, the
potential of in-company training is not
being exploited to the fullest. The readi-
ness of SMEs to provide this type of train-
ing puts a considerable organisational and
financial strain on their businesses. On the
other hand there is a need for training reg-
ulations and curricula which do justice to
the different needs of young people as well
as to the enterprises offering training.

® Employees need to be ready to respond
to structural changes in the economy and
to be willing to learn new skills through-
out their active working life.

® Inflexible and theoretical training regu-
lations and curricula deter less talented,
more practically oriented young people
from even starting a programme of in-
company training.

® For highly talented young people in-
company training is often looked upon as
not being sufficiently attractive not least
because of the lack of links with the pos-
sibility of formal study.

® [n the working places provided by enter-
prises there is too little account taken of the
different talents and qualifications of
employees and consequently a failure to
benefit from this potential.

® The mobility of apprentices within the
European Union is being restricted by the
highly divergent national training provi-
sions and curricula and by a lack of com-
parative information on these matters.

(b) Causes

® Existing training provisions and curric-
ula do not provide sufficiently differen-
tiated qualifications to correspond to the
different capabilities and talents of young
people.

® Training provisions and curricula need
to adapt more quickly to the current and
future needs of the different sectors of the
economy.

(¢) Proposals for change

® Employees should be made more aware
of the rapidly changing needs of working
life and the consequent need for updating
their qualifications.

® There should be specific training for
employment in SMEs. Training provisions
should take into account different kinds of
SMEs and industry sectors, and their dif-
ferent requirements ranging between the
highly-skilled and employees with no
specific skills.

® There should be fiscal incentives for
SMEs to carry out training.

® | ess demanding and more practically
oriented levels of qualification which cor-
respond to the capabilities and talents of
young people at the beginning of their
working life should be established.

® These should be supplemented by
opportunities at a later stage for these
young people to develop new career
opportunities by means of additional qual-
ifications.

® To increase the attractiveness of in-
company training for highly talented
young people, this type of training, once
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completed, should open the way to further
studies, in particular at a higher or univer-
sity level.

The qualifications acquired through in-
company training should be recognised in
part in a later academic education. This
would also help to enhance the reputation
of in-company training among young
people.

® Conversely. in-company training could
provide an interesting career opportunity
for many young people who do not com-
plete a higher education course or whose
college diploma fails to open up job
prospects. This would be facilitated. if the
knowledge and skills acquired in college
were recognised and taken into account
when starting in-company training.

® Differentiated training qualifications
must match the requirements of a corre-
spondingly differentiated range of posi-
tions in the workplace.
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® The employment potential of flexible
training provisions and curricula can only
be exploited if the social partners make
greater efforts to open up the possibilities
for enterprises to take on less qualitied
employees in corresponding working posts
with correspondingly differentiated levels
of pay.

® To meet the requirements ot the single
market, there is a need for a more effective
exchange of information on national train-
ing regulations and curricula. There should
be mutual recognition of qualifications
based on cooperation agreements between
the competent institutions for in-company
training. The decentralised nature of these
voluntary cooperation agreements pro-
vides a guarantee that the quality of in-
company training is maintained, while
allowing for different regional require-
ments to be taken into account.



4. The use of information and communication
technologies in education and training

(a) The nature of the problem

One of the major challenges that craft
firms and small companies face today is
the revolution in information technology.
The previously separate basic technologies
of computers and telecommunications
have now merged and there are nearly lim-
itless business opportunities in the use of
multimedia. The use of information and
communication technologies therefore
poses a great challenge both for enter-
prises and for training institutions.

® The possibilities for using information
and communication technologies in both
the organisational and teaching aspects of
initial and further training are not being
sufficiently exploited.

® The application of information and
telecommunication technologies is con-
stantly changing. However, the process of
adapting both the initial training provisions
and curricula and the opportunities for fur-
ther training is simply too slow.

(b) Causes

¢ Information and telecommunication
technologies are not being integrated
rapidly enough into the qualification sys-
tems of the different professions.

® Information and telecommunication
technologies should increasingly be
applied in the initial and further training
sectors.

(¢) Proposals for change
(i) In the provision of training

® Highly professional in-company training
and opportunities for further training

should be brought up to date and kept at
the state-of-the-art level through the appli-
cation of the latest information and
telecommunication technologies.

There is a strong need for the support of
tele- and long-distance learning methods.
This would serve not only to familiarise
trainees with the latest information and
telecommunication technologies, it would
also reduce the time spent in training insti-
tutions, allowing trainees to spend more
time in their firms, to the benefit of both
the firms and the employees.

In bringing in these new arrangements, it
should, however, be clear that these meth-
ods can only be used as a supplement to
normal instruction especially in conveying
the theoretical aspects of the subject in cer-
tain fields. There can also be no alternative
to the practical training of the employee in
the enterprise.

® In the training programme, video sys-
tems should be used and promoted more
extensively. They can help teach compli-
cated topics through the use of well pre-
pared visual illustrations, which can be
repeated over and over again. Equally they
can help save valuable time, money and
resources by filming expensive technical
processes that have to be staged only once.

® There is also a need for a stronger inte-
gration of innovative technologies into the
different training methods. The develop-
ment and preparation of software to assist
in training programmes (for initial as well
as for further training) should therefore be
fostered by a close cooperation between
training institutions (especially chambers
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of crafts, industry and commerce) and soft-
ware developers.

(i1) For managers and in the professions

® In order to best exploit the potential of
information and communication technolo-
gies, there is the need for a continuous
adaptation of professional skills and the
assimilation of the vast range of applica-
tions.

® The creation of arrangements for tele-
working also contributes to a reduction of
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administrative costs and a boost in the effi-
ciency of small and medium-sized enter-
prises. A large part of the office work aris-
ing on a day-to-day basis in a company
(e.g. accounting, translation, etc.) could be
performed by specialised office agencies
working in other locations. Furthermore,
tele-working could contribute to the sep-
aration of work place and work perfor-
mance and thus support efforts for a
greater flexibility of working hours.



Il. Research and technological development

1. Access to research results and technology

transfer

(a) The nature of the problem

Information about new technological
developments is of considerable impor-
tance for the economic success of a busi-
ness. A firm can only be run profitably if
it knows and applies the latest technologies
in its industry.

Many firms have an interest in using RTD
findings and new technologies, but have
no R & D capacity of their own.

There is, however, considerable difficulty
for small businesses in accessing the
research findings that could be used for
new products or processes.

However, it is not only these information
gaps that seem to be responsible for the
failure to transform research findings into
marketable products. Barriers are also con-
stituted by fears on the part of SMEs about
entering into unknown territory. They fear
that they lack the knowledge of how to buy
from research establishments because, for
instance, of difficulties in communicating
with people who appear to be from anoth-
er world. In addition, there are certain legal
pitfalls. Applying existing technological
processes or installing certain types of
equipment may infringe rights that are pro-
tected by law. Ignorance of the existence
of these rights can be very detrimental
financially.

An important source of information is
patents and licences. However, bureau-
cratic regulations render the administrative
procedures in technology transfers just as

time-consuming and expensive as regis-
tering patents. Time and time again, infor-
mation about rescarch development pro-
grammes is available, but hard to get hold
of.

Barriers consist of:

® 3 lack of information on research find-
ings and patents

® a lack of information on contacts for
joint research projects

® a lack of information on possible finan-
cial support for research activities.

(b) Causes

® University research establishments are
not primarily equipped to carry out
research projects with SMEs.

® Research establishments do not work in
a market-oriented fashion.

® Mental barriers exist in talking to uni-
versity institutions as partners in a research
project.

® There is an important information deficit
arising from a lack of communication
between SMEs, universities and national
patent offices.

® There is a lack of knowledge about
which non-university research establish-
ments can be approached.

® Fear of competition from industrial part-
ners can be an inhibiting factor.
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® EU and national research programmes
and/or instruments are not transparent or
are not consistent with each other. leading
to the “support jungle’.

(c) Proposals for change

® There has to be a substantial improve-
ment in the way that SMEs make use of
research and technology. These matters
could benefit from further in-depth inves-
tigation and action both at a national and
EU level.

® Schemes to promote technology transfer
and individual mentoring play an impor-
tant role in this area by bringing ex-
perience to bear in a very practical way.

® There should be support for cooperation
between SMEs in this area through build-
ing up business networks of SMEs, and of
SMEs. academics and major enterprises
and through a reinforcement of technol-
ogical ‘clusters’ enabling local knowledge
to be exploited.

® Regional technology transfer agencies
and specialist information and innovation
centres, such as the business innovation
centres, have to be improved by develop-
ing an important degree of regional exper-
tise and focus and through regional and
inter-regional ‘clusters of competence’.

® Incubators which nurture new company
start-ups should be encouraged. taking
advantage of the best practice in France,
Germany, the UK and other Member
States.

® Practical information exchanges direct-
ly from one business to another should be
promoted, particularly by making use of
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new information technology. Best practice
should be identified and exchanged.

® Enterprises or individuals that already
have experience of the successful exploita-
tion of research and technology should be
able to help SMEs that are new to the
process through the development of men-
toring schemes.

® A ‘performance component” should be
encouraged in the funding of research by
directing resources to applied research
institutions and making funds dependent
on a willingness to cooperate with enter-
prises.

There could be an obligation on the uni-
versities to deploy a certain percentage of
their public funds to research projects with
SMEs.

® The services offered by the national
patent offices should be extended to
include the conduct of investigations and
the publishing of reports on the state of the
art in particular technological areas.

They could provide advice on whether a
particular invention is patentable, both
before and alongside patent filing pro-
cedures.

® [n general, the advisory activities of the
national patent offices should be intensi-
fied. It would be worthwhile to have on-
the-spot information for SMEs which
could also be available in other business
support agencies.

It is also conceivable that a state-of-the-
art analysis could be automatically con-
ducted for all supported research projects,
both at the start and at the end of the
research project.



2. Participation in research programmes

(a) The nature of the problem

® SME participation in international re-
search programmes is still very restricted.

¢ [nformation on funding possibilities and
particularly on opportunities for making
proposals under EU RTD programmes
needs to be more effectively targeted at
SMEs which could benefit.

® Application procedures for EU and
national RTD funding are often too com-
plicated and take too long to be processed
to be practical for SMEs.

® Scope for SME input into the formula-
tion and design of Community RTD pro-
grammes is rather limited.

(b) Causes

® Usually there are no organisational units
within SMEs that can regularly and stra-
tegically deal with research activities
(design, applications, possible funding
mechanisms. etc.). Frequently, the infor-
mation and knowledge that does exist is
not eftectively deployed.

® EU research programmes are still prim-
arily tailored to research establishments
and/or major enterprises.

® National bodies are often not very effec-
tive in passing on proposal documentation.
Frequently they do not filter and structure
the information they receive. Often it is not
even translated.

® For research to lead to a successful mar-
ket application. there is not only need for
a technical input, but also for finance.
some marketing research and possibly
training. It is often ditficult for SMEs to
bring all these elements together.

® Banks and other funding organisations
suffer from a lack of knowledge on how to
evaluate technology-oriented projects.

(c) Proposals for change

* SMEs have to be helped to make better
use of research and technology.

® EU research and technology develop-
ment programmes need to be much more
sensitive to SME requirements and help to
bring together all the elements (technical,
financial etc) necessary for a successful
business application of the results of
research. In particular, RTD tunds under
the fifth framework programme will need
to be far better targeted to help SMEs.

® A proportion of expert posts should be
reserved for people from SMEs in the var-
ious consultation and assessment proces-
ses, project and programme audits, strate-
gic studies and bodies consulted. The same
principle should apply to the consultative
panels created to advise on priorities for
the next framework programme.

® There is a need for better targeted infor-
mation and awareness campaigns, to pro-
mote SME involvement in RTD and its
applications.

®* A more SME-friendly structure for
Community research programmes could
be achieved by:

— well publicised procedures for SME
projects in all research programmes;

— better promotion of the CORDIS data-
base on research programmes and results
and ot the system for an EU-wide search
for partners:
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— greater consideration for small scale
projects in the selection procedure, along
with a reduction of the number of SMEs
required to commission research;

— reduction of the administrative ex-
penses imposed by current procedures and
an acceleration of the selection process;

— use of simplified application forms:

— a much more rapid response on the like-
lihood of success given to applications by
SMEs:

— cutting the time taken between award
and signature of a contract.

® Access to support for SMEs should be
rationalised and reorganised with a special
budget for micro-enterprises and start-up
support for RTD projects extended. In par-
ticular, support should already be made
available at the stage of identifying a
project.

® Attempts should be made to increase the
interaction between the various elements
necessary for a successful application of
research. For instance, staff from venture
capital funds should be involved in the
evaluation of projects.

® There needs to be promotion of the net-
works of technology brokers who act as
middlemen in the supply of and demand

50

for knowledge and information on RTD
and its applications.

® These should work closely with a net-
work of experts set up to provide “tech-
nology ratings’ — assessments of the risks
associated with the introduction and mar-
keting of new technologies — thus mak-
ing it easier for those funding technology
projects to come to a reasonable conclu-
sion in their financing decisions.

® Equally, business support agencies such
as the chambers of commerce should have
a much greater involvement in promoting
RTD, acting as ‘first-stop-shops’.

® Other examples of best practice should
be taken up, such as the Austrian ‘I*" ini-
tiative (ideas x investment), which brings
together innovative SMEs and experienced
investors.

® The restrictive provisions in the tech-
nology transfer sector at an EU level that
hinder participation in Community
research programmes require urgent con-
sideration.

® The movement of researchers and engi-
neers into SMEs should also be encour-
aged, contributing to an increase in the
flow of know-how. for example by tax
allowances for engaging additional scien-
tists and technical personnel.



3. Patent and licensing procedures

Patent protection

(a) The nature of the problem

® Many businesses are not sufficiently
aware of the importance of patent protec-
tion as an element for promoting innova-
tion and as a marketing instrument.

® Patents pose a high risk for SMEs
because of the potential costs arising from
patent litigation proceedings.

® There are other important costs arising
from the need for translation into other lan-
guages.

(b) Causes

® The lack ot awareness about patents is
often attributable to a failure to make use
of existing technology and an inadequate
knowledge of the economic effects of
industrial property rights.

® In patent litigation cases, SMEs may be
subject to unsustainable costs, particular-
ly as a result of the length of procedures
and legal costs involved.

® For reasons of legal protection it appears
to be necessary to translate patents into all
the respective languages. Otherwise other
enterprises, and particularly SMEs with
their weak language skills in the area of
complex patent terminology, might make
use of a patented product without being
aware of it.

(¢) Proposals for change

® The advisory functions of the national
patent offices should be extended, enabling
the accent to be placed on publicising the
benefits of patent protection. Even at the
stage when a business is being set up, the

SME support agencies should be talking
about patent law protection for inventions
with an industrial application and thus con-
tributing to an improvement in communi-
cation between SMEs and national patent
offices.

® [t should be easier for SMEs to protect
their patent rights, for instance by allow-
ing the courts to grant interim injunctions
on the basis of a prima facie violation by
another firm and reversing the burden of
proof in the subsequent full hearing.

® Translation costs should be reduced by
following the global solution proposed by
the European Office for Harmonisation in
the Internal Market in Alicante. This solu-
tion would require that only a summary,
extraction or brief description of the patent
should be translated.

® Longer deadlines should be allowed
before translation has to be supplied. In
return, limited patent protection could be
atforded by reducing the amount of dam-
ages allowed in cases of contravention.

Patent filing procedures

(a) The nature of the problem

® Businesses often shy away from filing
their business innovations for a patent
because they are afraid of the duration of
the procedure, the complicated formal
requirements and the high charges. There
is a lack of knowledge about the patent fil-
ing procedures per se, and especially about
the differences in procedures between dif-
ferent countries.



® There is no patent protection in the per-
iod between applying for and receiving a
patent.

(b) Causes

® When an applicant is confronted with
the numerous complicated requirements in
the filing procedure and has to pay high
charges even before filing the patent has
been granted, the attraction of patent pro-
tection is reduced. A lack of information
and. in part, misinformation in the media,
and a false perspective on technology in
the SME sector make access to the patent
filing procedure much more ditficult.

(¢) Proposals for change

® Harmonisation of filing procedures and
requirements should be brought about
along the lines currently being negotiated
within the framework of the PLT (Patent
Law Treaty) and the WIPO (World Intel-
lectual Property Organisation).

® Great importance should be attached to
maintaining or setting up charge structures
that provide for low filing costs and low
costs in the first year.

® Some form of tax relief or tax credits for
patent costs should be introduced.

® Rather than transferring the surpluses of
the European Office for Harmonisation in
the Internal Market in Alicante to the Com-
munity budget, they should be used for
lowering registration fees.

® Alongside this, ideas should be devel-
oped for improved promotion of patenting
through the media.

® The possibility for compensation for
patent transgressions during the registra-
tion period should be introduced. How-
ever, the actual claim should not be
allowed before the patent has been granted.
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Protection for ‘small
inventions’ and utility models

(a) The nature of the problem

® The protection of inventions is becom-
ing ever more important for SMEs.

® Firms are disadvantaged where they
have economically valuable business inno-
vations, but patent protection is not pos-
sible because the conditions for granting a
patent are not satisfied at the required level
of invention.

The Commission has made a proposal for
the approximation of national utility model
legislation. Nonetheless certain problems
remain.

(b) Causes

® Protection for ‘small inventions’ is not
at present provided for in all Member
States in the form of a utility model.

® Problems with the Commission propos-
als for a directive on utility models include
the following considerations:

— a state-of-the-art research report is not
obligatory, which makes legal protection
more ditticult to establish:

— a utility model application has to con-
tain claims; SMEs unfamiliar with these
procedures are likely to fall foul of this
requirement;

— there are relatively high filing and
research costs during the preliminary
phase:

— in contrast to the situation in the United
States, no period of grace has been pro-
posed between publication of research
results and registration.

(c) Proposals for change

® Utility model laws should be enacted in
all Member States and, at the same time,



efforts should be made to harmonise leg-
islation at the national level in order to
avoid distortions of competition.

® The Commission proposals for a direc-
tive to bring about the approximation of
national utility model legislation is to be
welcomed by SMEs in as far as it will
create a untform legal situation.

® The Commission’s proposals should be
modified so that:

— a state-of-the-art research report should
be obligatory, although in order to com-
pensate for the possible delay, the utility
model protection could be published
before the research report;

— the presentation of claims should not
be obligatory, so that a utility model appli-
cation would not be denied for formal
reasons; it should be possible to present
claims after application;

— fees for the applicant should be low
during the initial phase: the registration fee
should be separate from the annual pro-
tection fees;

— provision for a period of grace should
be included in both patent and utility
model protection. for the benefit of SMEs
and university research institutes.

® The access paths to industrial property
rights should be eased as far as possible.
for example, by allowing the conversion
of a patent filing into a utility model! filing
and vice versa, and of branching utility
model filings off from patent filings.

® The development of utility models needs
to be dealt with at the same time as the
further development of the patenting sys-
tem, since the interchangeability of patents
and utility models has been proposed.

Licence agreements

(a) The nature of the problem

® [n some countries, access to the use of
patent-protected inventions in the form of
voluntary licences very otften presents an
expensive option for potentially interested
parties.

(b) Causes

® The tormal requirements for making
licence agreements vary widely from
country to country and are often very com-
plex. Likewise, in some Member States, it
is compulsory to notify or register licence
agreements with the public authorities,
which constitutes a burden on commercial
business.

(¢) Proposals for change

® The existing formal requirements for
making licence agreements should be
reviewed to see if they are necessary. Noti-
fication and requirements to register with
public authorities should be reduced to a
minimum.

* Community-wide harmonisation should
be made a goal.



Working group IV

— Business environment and administrative —
simplification



Introduction

The working group on business environment and administrative simplification looked
both at the broad range of legislative and administrative procedures which particularly
affect SMEs and at the specific issues that are of importance for business start-ups.
The working group decided on the following as its list of priority issues:

I. Legislative and administrative procedures

1. Coordination and improvement of regulatory policy in the EU institutions

2. Regulatory policy in the Member States

3. The transparency of administrative procedures in Community and Member
State legislation

4. The mutual recognition of professional diplomas
5. The mutual recognition of conformity assessment testing and certification

6. Simplification of public procurement legislation and improved provision of
information

7. Simplified accounting procedures

8. Legal obligations towards employees

I1. Business start-ups
1. Starting-up and registering a business
2. Licensing, permits and authorisations for products, installations and services

3. Access to public and private information and advisory services
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I. Legislative and administrative procedures

1. Coordination and improvement of regulatory
policy in the EU institutions

(a) The nature of the problem

® |t has been the experience of a number
of Member States that the introduction of
changes which challenge established
assumptions and administrative procedures
requires the attention and suppoit of the
highest political levels in order to make
progress.

The institutions of the European Union
have no corresponding arrangement to
ensure that regulatory reform is pursued.

® Effective regulatory reform requires
there to be a clear overview of the some-
times competing objectives of policy and
the complex institutional arrangements for
its implementation.

® Regulatory reform should also be a con-
tinuing process and one that brings about
a consistency of approach across the pub-
lic service.

® Special attention is required to ensure
that amendments to legislative proposals
made by the Council and the European
Parliament improve the quality of the
legislation rather than detract from it.

(b) Causes

® In terms of the difficulties encountered
in bringing about regulatory reform, the
institutions of the European Union share
many of the characteristics of administra-
tive systems at a national level.

® There have been a number of initiatives
in the European Commission which have
tried to ensure that legislation and other

regulations are sensitive to the require-
ments of business, but there is a need to
coordinate these initiatives and to place
regulatory reform at the centre of Euro-
pean administration.

® The techniques of regulatory impact
assessment are not sufficiently known and
implemented.

(¢) Proposals for change

® A central ‘better regulation unit” shouid
be created under the direct responsibility
of the President of the European Commis-
sion to oversee and coordinate regulatory
review and reform and ensure that the con-
sequences of any legislative proposals for
SMEs have been assessed and fully taken
into account.

® This central unit should be responsible
for promoting good regulatory practice in
operational departments, including estab-
lishing that proposed legislation is really
necessary, that appropriate consultation
takes place. that sufficient information is
provided and that regulatory impact
assessments have been properly carried
out.

The unit should also initiate reviews of
existing regulation.

¢ The Council should be invited to estab-
lish a corresponding central unit. under the
responsibility of the Secretary General.

This unit should help improve the quality
of legislation and promote clarity, sim-
plicity and coherence. It should also ensure
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that the final form of legislation has taken
proper account of the etfect on businesses,
for instance. by checking that amendments
to legislative proposals have also been sub-
ject to impact assessment.

It would be advisable to have staft from the
corresponding units at national level par-
ticipate in the work of the Council’s unit.

® Information provided to these units for
use in their evaluation of legislative pro-
posals should be accessible to the public.
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® The European Parliament should be
invited to consider whether similar provi-
sions need to be made in order to monitor
the application of good regulatory practice
in the preparation of legislative proposals
and to assist in improving the clarity and
effectiveness of its own contributions to
EU Ilegislation.



2. Regulatory policy in the Member States

(a) The nature of the problem

® Much legislation which affects busi-
nesses arises at Member State level.

® Even where legislation has its origins in
Community directives, transposition into
national legislation can mean that impor-
tant detail is decided at the national level.

® The "culture’ of national administrations
and the extent to which they are responsive
to the circumstances of smaller businesses
is the basic determinant of the quality of
the regulatory environment in which busi-
nesses of all sizes operate.

® National authorities sometimes ‘gold-
plate’ Community directives. by adding
extra provisions when transposing them
into national law.

(b) Causes

® There are differences between Member
States in the political weight given to
improving the regulatory and administra-
tive environment of enterprises.

This is reflected in the level within gov-
ernment at which these matters are dealt
with and in the level and extent of dialogue
with SME representatives.

® There are also variations in the extent to
which national authorities are aware of and
adopt good regulatory practices.

® The transposition of directives into
national law allows an important scope for
adjusting the legislation to fit in with
national legal and administrative systems,
but it also provides an occasion for new
complexity and costs.

® Community directives often provide the
opportunity to introduce measures that

national administrations have not been
able to fit into their legislative programme
elsewhere. This ‘gold-plating” can further
complicate the provisions of legislation
decided at a Community level.

(¢) Proposals for change

® Member States should carry through at
the national level the logic of the arrange-
ments proposed for the EU Institutions.
with a view to coordinating regulatory
review and reform. This will require
greater coordination and cooperation
between the different ministries or gov-
ernment departments within the Member
States, when legislative proposals are
being considered.

® Where there are not already arrange-
ments for regulatory matters to come under
the direct and central responsibility of
decision makers at the highest political
level, these should be put in place.

® Responsibility should remain at this
level for deciding whether legislation is
actually necessary or whether there are
alternative courses of action and for ensur-
ing that the point of view of SMEs has
been taken into account in legislative pro-
posals.

® [n the new arrangements for regulatory
matters, all the government departments
involved in the business environment
should be represented.

® The staft in public administrations
should be encouraged to be more aware of
the circumstances of SMEs through spe-
cific training measures. information and
awareness campaigns.
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® The impact of legislation on business
must be an important consideration in
determining its form and content.

® The ‘think small first’ approach should
be the guiding principle and best practice
should be identified and subsequently
adopted in relation to:

— consulting businesses before the intro-
duction of new regulatory instruments;

— developing regulatory impact analysis
and instruments for evaluating compliance
costs and administrative burdens, such as
impact index cards which indicate the
cumulative effect of regulations;

— allowing reasonable time frames for the
implementation of legislation, especially
for SMEs;

— conducting effective information cam-
paigns regarding changes required by new
legislation;

— consulting businesses before the intro-
duction of new administrative practices
including new forms and questionnaires.
to ensure that enterprises can provide the
information, and that it is not already avail-
able elsewhere.

® Further developments in best practice
should be identified through exchanges of
information between the Member States.

® In the case of directives being transposed
into national legislation. care should be
taken to avoid adding undue complications
and ‘gold plating’ should be resisted and
eventually eliminated. In the meanwhile, it
should be made clear when additional pro-
visions are being made. These should be
identified and evaluated separately.



3. The transparency of administrative
procedures in Community and Member State

legislation

(a) The nature of the problem

Community and national legislation often
include procedural rules to govern imple-
mentation. Since each piece of legislation
can introduce its own procedures there is
a wide range of practice which is confus-
ing for businesses. There is a general need
for transparency and clarity in procedures
which directly involve the public.

® This is particularly important for deal-
ings between SMEs, the Commission ser-
vices and national administrations when
accessing Community programmes or
Community funds.

(b) Causes

® The scope for variations in procedural
requirements is very large, affecting how
fees are paid for obtaining permits or
licences, the way information must be pre-
sented, time-limits on decisions and the
rules governing appeals against decisions.

® As regards the European institutions the
variations in practice between different
Commission services and agencies makes
it difficult for businesses and SMEs in par-
ticular to take part in programmes or pro-
jects funded by the Commission. There
may be differences in the periods of exe-
cution from selection of successtul candi-
dates from a call for tender to the agreed
starting date of the contract; different
views on the kinds of costs considered
eligible; different requirements as to the
presentation of accounts and requests for
information which may be unnecessary for
evaluating a project.

All such variations make it difficult for
businesses to make reliable estimates
about the time a proposal will take to com-
plete or the liquidity required to cover per-
iods of non-payment and there is no con-
sistency about the information given to
applicants on the obligation ot the services
to respect certain time limits. SMEs with
a viable project requiring additional funds
cannot usually afford the investment in
time or money to cope with such uncer-
tainty. On the other hand institutions, such
as universities or large companies with
financial security, can afford long lead
times on projects or can factor into their
costs the delays in payments.

® The firms and organisations which have
adapted to the system know how to shop
around different services to exploit differ-
ent procedures.

® For the credibility of Community fund-
ing for SMEs, particularly in the larger
programmes, there is a need for trans-
parency and clarity in information made
available to applicants about the proce-
dures to be followed and the obligations of
the administration to respect them.

® [n so far as national legislation is con-
cerned, including that which transposes
Community directives into national law,
similar problems may occur. The same
principles of transparency and clarity must
apply particularly as regards the obliga-
tions of the administration towards its
clients.
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(¢) Proposals for change

® The institutions at a European level need
to both simplify and standardise proce-
dures to increase transparency, so that
enterprises know what to expect and what
is required of them. Member States should
also examine the opportunities for stan-
dardising their procedures.

® The political and practical complexities
in achieving coherence and standardisation
between different autonomous bodies on a
voluntary basis requires a commitment at
the highest political level. Without such a
commitment BEST would propose a leg-
islative solution such as a regulation spec-
ifying the criteria to be respected in admin-
istrative procedures in order to minimise
the administrative burden on enterprises.

® There should be a standardised proce-
dure for seeking redress from a public
administration when it has not met its
obligations, including the obligation to
complete procedures within a specified
time.
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® Standardisation is particularly relevant
to dealing with access to Community pro-
grammes or dealing with the requirements
of EU legislation.

® Procedures relating to access to Com-
munity funds should be standardised at
both European and national level. This
should include a clear indication of the
kind and quantity of information required
and the purpose for which it is required.
Information required for statistical or other
similar administrative reasons should be
separately identified.

® Accounting procedures should be rad-
ically simplified for both the responsible
authorities and for SMEs receiving grants
or funds. Accounting procedures should be
compatible with normal business account-
ing systems.

® [n the management of the Structural
Funds programmes Member States are
requested to ensure that their financial pro-
cedures are designed to maintain a suffi-
cient cash flow in SMEs participating in
the programmes.



4. The mutual recognition of professional

diplomas

(a) The nature of the problem

® The freedom of movement of persons is
one of the fundamental freedoms under-
pinning the operation of the single market.

® A problem raised by SME organisations
is that in practice the mutual recognition of
diplomas is interpreted in a way that
obstructs the proper functioning of the
single market.

This applies particularly to those regulated
professions which fall within the scope of
the two general directives on the recogni-
tion of higher education diplomas (Direc-
tive 89/48, OJ 1989, L 19 — academic
qualifications) and on the recognition of
professional education and training (Direc-
tive 92/51, OJ 1992, L 209).

(b) Causes

Although these directives were intended to
promote mutual recognition of qualifica-
tions, they did allow a requirement for
either an additional test or an additional
training period in cases where there was a
substantial difference in the education or
training required for the diploma. In some
instances this requirement has tended to
become the rule rather than the exception.

Professionals wanting to establish a busi-
ness in another Member State are not in a
position to appeal against the decisions of
administrations which refuse to give the
intended semi-automatic recognition of
their qualifications. Appeal procedures are
simply too expensive.

(¢) Proposals for change

® Rather than formally conforming to
Community law, the Member States must
ensure that the substance of the directives
governing mutual recognition ot diplomas
is observed.

® As a general rule, national administra-
tions should recognise qualifications origi-
nating in other Member States as equiva-
lent to their own.

Where there are exceptions. these should
apply only when the absolute need for
additional tests or training can be demon-
strated.

® The Commission should conduct a sur-
vey of the application of Community and
national laws on the recognition of diplo-
mas, with a view to making recommenda-
tions for improving the situation.
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5. The mutual recognition of conformity
assessment testing and certification

(a) The nature of the problem

® The freedom ot movement of goods is
central to the operation of the single mar-
ket.

® A continuing problem is the not uncom-
mon requirement to have products tested
before they are sold in another country
even though harmonised testing proce-
dures exist.

® Similarly, problems arise when national
authorities are requested to recognise an
equivalent test carried out in another Mem-
ber State.

(b) Causes

® The European system for accreditation
of conformity assessment testing has not
been taken up sufficiently by testing cen-
tres. National officials are too ready to
require further testing, even when there are
results from tests carried out elsewhere.
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SMEs are not in a position to appeal
against the decisions of administrations
which insist on repeat testing. Appeal pro-
cedures involve too much time and cost.

(¢) Proposals for change

® Rather than formally conforming to
Community law. the Member States must
ensure that the substance of the directives
governing mutual recognition of testing is
observed.

® |n the situations where problems con-
tinue to arise. the burden of proot should
be reversed. Products which are tested and
legally sold in other Member States should
be regarded as acceptable, unless sufficient
grounds can be established for stopping
their sale.

¢ The Commission should conduct a sur-
vey of the application of Community and
national laws on testing and certification
procedures. with a view to making recom-
mendations for improving the situation.



6. Simplification of public procurement
legislation and improved provision of information

(a) The nature of the problem

® The directives concerning public pro-
curement were intended to be an impor-
tant part of the liberalised trading envi-
ronment resulting from the completion of
the single market.

® SMEs should have benefited from
increased opportunities to tender for pub-
lic contracts across the European Union.

® Unfortunately there are still many pub-
lic authorities that do not publish calls for
tender before awarding contracts in the
areas covered by the directives.

® When calls are published, awarding
authorities often find the procedures so
complex that they have difficulty in com-
plying with them.

® Equally SMEs have difficulties in fol-
lowing the procedures and observing all
the requirements.

(b) Causes

® Many public officials are still unaware
of their authority’s obligations under the
public procurement directives.

® The directives and the procedures they
impose are too complex both for the
awarding authorities and for the tenderers.

® Information, both on tendering opportu-
nities and on the way that the tendering
system works, is still not sufficiently avail-
able.

(¢) Proposals for change

® The directives on public procurement
should be revised prior to the end of 1999,
with a view to a simplification of the pro-
cedures and rules.

A SLIM exercise might help this process.

® The Commission along with the Mem-
ber States and local authorities should
cooperate to improve information provi-
sion, if necessary by designating dedi-
cated public procurement information
centres.

The information centres would have a role
of promoting awareness of public pro-
curement systems in general and, in par-
ticular, of making enterprises aware of the
opportunities arising to compete in this
market.

® The Commission is encouraged to con-
tinue to investigate and promote the use of
information technology to disseminate
information on public procurement and to
assist SMEs to participate.
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7. Simplified accounting procedures

(a) The nature of the problem

® A large proportion of the administrative
expenses of enterprises derive from oblig-
ations relating to the preparation of annu-
al accounts.

® The very demanding accounting stan-
dards with which SMEs must comply were
really intended for larger companies with
many shareholders and with fully devel-
oped administrative and book-keeping
departments.

® Wherever there is already some provi-
sion for simplified accounting procedures
for small firms, this tends to be ill-
conceived or still requires too much infor-
mation from simple businesses.

(b) Causes

® Public administrations are usually
unaware of the burden and difficulties that
their demands cause.
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® Because of their concern to generate
reliable statistics., public administrators
tend to require excessive detatl in their
accounting regulations.

® The obligations relating to annual
accounts on private and public limited lia-
bility companies derive largely from the
fourth and seventh directives on company
law.

(¢) Proposals for change

® Although in most EU countries some
efforts are already being made to ease
administrative burdens caused by reporting
requirements, additional action should be
taken to simplify and reduce demands in
this area.

® Specifically it is proposed that up to a
certain threshold level of turnover, the
requirement for fully audited accounts
should be dropped.



8. Legal obligations towards employees

(a) The nature of the problem

® When enterprises come to employ peo-
ple. they notice how much extra adminis-
tration is required beyond the procedures
immediately connected with taking on
somebody. In particular the number of
external agencies that have an interest and
require information is remarkable. This
means extra work and expense without any
obvious benefit, as far as the employer is
concerned.

(b) Causes

¢ Employers have to give information
about their employees to social insurance
agencies, trade unions and to various pub-
lic organisations involved in training and
labour market matters and the collection
of statistics. All these agencies ask similar
questions but use separate forms and
request the information at different times
during the year. Quite often the definitions
used differ slightly from those used by
other agencies.

The basic problem is that all the agencies
involved are working to their own agenda,
yet the information which is needed is fair-
ly similar.

(c) Proposals for change

® There should be a re-examination of the
necessity for requests for information as
soon as possible.

® [nformation already available, for exam-
ple. that required on registration, should
be made use of and information should be
exchanged between public agencies. This
way the number of requests could be dras-
tically reduced.

® As far as possible there should be coor-
dination in the requests for information so
that the same forms can be used and the
information provided for several agencies
at the same time.

The example of France can be used, where
various submissions required on an annual
basis are made using only one simple
form.

® Member States should reduce drastical-
ly legal obligations to report data on their
employees.

® Information required by the EU should
be examined in order to avoid duplicated
requests for information, for example for
statistical purposes.
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Il. Business start-ups

1. Starting-up and registering a business

(a) The nature of the problem

® The procedures necessary to start up a
business can be very confusing. There are
a number of different offices to visit and
too many different forms to fill out.

® There is often a lack of coordination
between the different public authorities.

® The level of activity at which it is nec-
essary to register, for example for VAT, dif-
fers considerably between Member States.

(b) Causes

® The systems for registering business
start-ups were not designed with the con-
venience of the customer in mind.

® Although best practice in this area has
been defined through the extensive dis-
cussions leading up to the Commission
recommendation on improving and sim-
plifying the business environment for busi-
ness start-ups, some Member States have
been slow to react.

(¢) Proposals for change

® Member States should take initiatives to
facilitate the creation of enterprises.

® The procedures proposed in the Com-
mission recommendation on improving
and simplifying the business environment
for business start-ups should be widely
adopted.

® In particular, there should be:

a single location for registration purposes;
a single registration document;

a single identification number;

sharing of data between the public author-
ities involved in registration.

® Start-ups should be allowed to make use
of modern information technology in reg-
istering and submitting the necessary
information.

® Support services for start-ups — sup-
port actions, advice and information —
should be located under one roof.

® Member States should inform the Com-
mission on the progress that is being made
with the adoption of the best practice iden-
tified in the Commission recommendation
on improving and simplifying the business
environment for business start-ups
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2. Licensing, permits and authorisations for
products, installations and services

(a) The nature of the problem

® Before commencing operations, many
businesses require an array of licenses,
permits or authorisations for their services,
products or the premises and plant that
they wish to use.

® The nature of the authorisations seem to
vary quite considerably between one
Member State and another.

® There are often long delays in proces-
sing applications of this type.

(b) Causes

® Regulations of this kind have grown up
over a long period and often in response to
particular problems that are no longer a
major consideration.

® They need a comprehensive review, but
often this has not been conducted.

(c) Proposals for change

® Unless already performed in the recent
past, a comprehensive review of provisions

for licensing. permits and authorisations
should be undertaken by each Member
State, leading to a rationalisation of these
regulations.

When examining the necessity for each
regulation, consideration should be given
to achieving a similar outcome by the use
of alternative mechanisms of control.

® Licensing and notification requirements
should be centralised so that, as far as pos-
sible, they can be complied with at the
same easily-accessible location.

® Procedures for granting the necessary
authorisations should be speeded up and a
period set after which failure to respond
on the part of the authorities can be
deemed to constitute consent.

® Appropriate resources need to be allo-
cated to this important area of public
administration.



3. Access to public and private information and

advisory services

(a) The nature of the problem

® Good information and advice services
are a valuable support in the creation of
businesses and in helping them at critical
stages of their development.

¢ Unfortunately, access to information and
advice services is not as straightforward as
it should be. Services are often fragment-
ed and uncoordinated and their quality is
not always of a high standard.

® Enterprises do not make use of such ser-
vices as often as they could.

(b) Causes

® Information and advice services have
been created in a variety of organisations
and with a variety of different objectives.

® Even where there have been attempts to
achieve a strategic overview of such pro-
vision and to create structures that corre-
spond to the requirements of businesses. it
has often been difficult to get the providers
of the services to cooperate effectively.

® The provision of business information
and advice is still not widely established as
a distinct protfession with appropriate
carcer structures, professional practices
and training support.

® Businesses are often unaware of the
assistance that is available.

(¢) Proposals for change

® Integrated information and advice ser-
vices should be created out of the existing

public provision. The ideal would be for
enterprises to have only one place to con-
tact in order to have access to these ser-
vices.

They should work closely with organisa-
tions representing SMEs.

® They should have access to and make
greater use of the latest information tech-
nology and actively encourage SMEs to
make use of it.

® FEurope-wide electronic networking
should be promoted.

® A continuous improvement in the qual-
ity of information and advice services
should be encouraged.

There should be regular monitoring and
evaluation of the quality of services deliv-
ered.

Promotion of a distinctive professional
standing amongst those who provide such
services should be part of the drive to
improve quality.

Enterprises must be made aware of the
benefits of using such services. Their pro-
file should be raised and the fact of their
availability promoted vigorously.

They could be encouraged through the pro-
vision of practical guides directed at an
SME audience, for instance giving infor-
mation on European and national support
programmes.
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