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Entrepreneurship is about two things. It means, of course, fostering the creation of new
start-ups. But entrepreneurship refers also to a mindset, that should be stimulated at
each stage of a company life. So, this presentation will cover both start-ups and SMEs in
general, paying special attention to 3 elements that discourage entrepreneurship,
namely:

-> Difficulties with access to finance

-> the inherent complexity the innovation process

-> and administrative / regulatory burdens.

To what extent has EU cohesion policy helped to address these issues up to now? How
should it be further developed? And what other EU policies need to be mobilised to
promote entrepreneurship in regions? These are the main issues on which I would like to
present some BUSINESSEUROPE views.
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Let’s start by looking at the main actions deployed by EU cohesion policy to foster
entrepreneurship in the last years.

Between 2007 and 2012, 200,000 projects were undertaken to support investment in
SMEs. In the same period, funding from the European Regional Development Fund
helped 78,000 start-ups.

In the RD and Innovation area, nearly 22.000 projects supported business-academia
cooperation and more than 60.000 individual RDI projects also received funding.
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When analyzing the results of these actions, we have a rather contrasted picture, as stated in the
6th Cohesion report. In a number of regions, support measures have had a substantial positive
impact, while in others, results have been more limited.

For BUSINESSEUROPE, increasing the future impact of cohesion policy calls for two things:

first, putting more focus on priority areas with a clear impact on growth and jobs, and second:
aligning regional development programmes with national reform programmes.

We believe that excluding large enterprises from many funding chapters would be a wrong move,
given the strong role that large enterprises play for SME development in regions.

And finally, BUSINESSEUROPE calls for a greater use of financial instruments, moving away
from a “one-off grant” culture. Due to the fact that they are expected to be repaid, financial
instruments such as loans or equity finance increase the performance of projects. In addition, they
are revolving, meaning that funds repaid can be used again in the same area.

To understand the developments in the area of EU financial instruments, I suggest that we take
the example of the EU loan guarantee schemes, looking at the existing and new models. Through
this I will illustrate the room for pro-active regional development initiatives.
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Let’s start with the classical model for deploying an EU guarantee scheme with money
from the EU Structural and Investment Funds, the ESIF funds.

It works as shown on this slide, where the case of Italy is taken by way of example.

A fraction of the ESIF funds received by Italy are mobilized in a regionally managed
guarantee instrument, called JEREMIE Campania. JEREMIE Campania is part of the
broader JEREMIE initiative. This acronym means “Joint European Resources for Micro
to Medium Enterprises”. Based on these ESIF funds, JEREMIE Campania offers two
types of guarantees, which substantially facilitate loan transactions between banks and
their SME clients:

- First, JEREMIE Campania typically provides a 50% guarantee on the individual loan
transactions concluded between a bank and its SME clients. This is extremely helpful for
SMEs, because they have often serious difficulties in finding collateral;

- Second, JEREMIE Campania provides the bank with a partial guarantee for the risk of
loss linked to its portfolio of SME Loans. Typically, the guarantee covers up to 20% of
the portfolio. This works as a significant incentive to banks for making loans to SMEs.

In this model, the management of the funds, and the selection of the banks participating
in the scheme, take place at national level.

But there are other models.
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Instead of creating its own guarantee fund with ESIF money, a region or a country can
decide to bring on its territory the benefits of an existing guarantee scheme established
at EU level.

For example, the EIF (The European Investment Fund) manages a special Commission
guarantee scheme providing a 50% guarantee on “Innovation loans” granted to SMEs.
This scheme, implemented under Horizon 2020, is called “InnovFin Guarantee for SMEs
and Small Midcaps”. It is accessible by any innovative SME in Europe, within the limits of
the available budget.

The interesting news is that this EIF InnovFin scheme can now be “regionalized”.

The example on the slide shows that, by putting some of its ESIF money into the
InnovFin guarantee scheme, Portugal could ensure that a substantial number of
Portuguese SMEs would have access to this EIF guarantee mechanism.

For Portugal, making a special connection with the EIF scheme might be more attractive
than re-inventing it at home. In addition, when an EIF scheme is regionalized, the region
concerned gets a bonus in the form of extra EU budget resources.
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Another new guarantee model is the “New EU SME Finance Initiative”, launched in
2013.

This scheme combines not only ESIF money, but also fresh Commission and EIB money
to guarantee large portfolios of SME loans against the risk of losses. It has financial
advantages on which I will come back.

This “New EU SME Finance Initiative” can only be deployed in countries or regions that
volunteer for it. This has been the case of Spain 3 weeks ago.
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The last model I would like to mention is the new “EU Investment Plan” just launched.

Under this Plan, a “European Fund for Strategic Investment” (EFSI) will be created (a
little warning here: EFSI should not be confused with ESIF!). The EFSI will be tasked,
inter alia, to “ensure increased access to financing for SMEs and mid-caps”.

The intention here is again to combine ESIF money with fresh EFSI and EIB money to
generate high leverage effects in the area of loans and equity finance. In the EFSI, about
5 bn EUR are in principle set aside for supporting 75 bn EUR of additional investments in
SMEs and mid-caps.
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Spain is the first country where the New EU SME Initiative was implemented (agreement
between the Commission, the EIB and Spain, signed on 26 January 2015).

An amount of 800 million Euro that was planned for grants or other expenditures is going
to be redirected and lead to additional SME loans at a level of between 3.2 and 5.3 bn
Euros.
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The advantages of the new EU guarantee schemes can be seen on this slide. The new
schemes offer considerably higher guarantee rates, allowing to significantly improve
SMEs financing in the participating regions. Regions have therefore good reasons for
revisiting their policy for distributing the ESIF funds. Putting an increased emphasis on
loan guarantees and equity finance, as compared with grants, is to be considered.
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To be fair, we should recognize that risk aversion by banks is not the only issue
influencing access to finance.

SMEs sometimes don’t get finance because they don’t apply for it in a professional way.

A very useful EU initiative in this context is the EU “SME Instrument “provided by Horizon
2020 for innovative SMEs. This instrument offers EU grants for « proof of concept »
studies, plus vouchers for coaching services that assist the SME in the preparation of a
business plan. So, this instrument helps both in progressing an innovation idea and in
preparing the quest for finance.

This program distributes about 600 grants of 50.000 Euros per year. This is not
spectacular, but the point here is that smart EU programmes like this one are worth
being replicated by regions, with the aim of promoting entrepreneurship.
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Staying in the area of research, I would also like to mention the EKINISILAB initiative
launched by the Federation of Greek Enterprises, with the support of the European
Social Fund.

This initiative aims at familiarizing researchers with the theory and practice of
entrepreneurship, and at encouraging them to consider creating their start-up, with the
support of a dedicated ecosystem.

EKINISILAB results in researchers drafting business plans, 30% of which open the
process of start-up creation.
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The critical importance of improving the investment and business climate in regions for
promoting entrepreneurship is, I think, clear for everybody in this room.

In this regard, public authorities in many countries and regions have quite a job to do.
Just two facts to illustrate this:

About half the Member States still don’t have a well established SME test for avoiding
excessively heavy administrative and regulatory burdens in national legislation.

There are huge differences in administrative efficiency across Europe. A small firm
planning to manufacture simple steel products (with no production of toxic waste or
effluents) gets the technical licences needed after 3 days in 3 EU countries, and after 3
months in 7 other EU countries.

An EU objective should be set whereby the licenses needed are obtained within 1
month.

In order to address such issues, the 2008 Small Business Act (SBA) should be
strengthened and implemented more actively at both EU and national level.
BUSINESSEUROPE considers it essential that the Commission takes a new initiative in
this area.
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Enhancing entrepreneurship in regions calls for a broad-based policy approach, involving the
classical cohesion policy, but also more horizontal EU strategies aimed :

-at encouraging innovation,

-at improving the investment climate

-and at enhancing the business environment.

Because the challenge of re-igniting entrepreneurship is a complex one, the Commission is
developing more and more advanced financial instruments and other support tools, which are put
at the disposal of regions, either for direct implementation on their territory, or as a model to copy
and improve.

In order to fully understand the opportunities offered by these tools, and to select the most
appropriate ones, the European regions need to enhance their strategic development plans, with
the active collaboration of all relevant parties.

The regional social dialogues can make a major contribution in this process. In view of this,
BUSINESSEUROPE warmly congratulates LDDK for having organized this conference.

Thank you.

14


