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Approach

The SME Policy Index Measures Support to Small Enterprises Along
the 10 Dimensions of the European Charter
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Results 2009

Overall Conclusions

- Good progress since 2007 in implementing policies to support SMEs.

- It shows that a two-year policy horizon can be sufficient for elaborating
and implementing policy reforms with clearly defined objectives.

- Clear convergence towards the adoption of the guidelines of the Charter.

- Most partner economies have established the key institutions in charge
of SME policy, set up mechanisms of inter-ministerial co-ordination and
have a structured policy-framework for all Charter Dimensions of
implementation.
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Results 2009

Overall Conclusions

- But: implementation is still in an early phase in some economies.

- Also: uneven progress across the 10 dimensions of the Charter:

» Good progress for policy areas that directly affect operational environment of
SMEs (e.g. company registration, regulatory reform, access to finance).

* More modest progress in introducing targeted policies for specific types of
SMEs (e.g. start-ups, innovative SMEs). Even in the cases where such policies
have been formulated, the amount of available resources is very low,
compared to EU Member States.

* The contribution of human capital to the region’s competitiveness remains a
particular constraint to the Western Balkan economies.
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Results 2009

Overall Conclusions — Progress at Partner Level

- 2009 results confirm Croatia as the most advanced country.

- Serbia has shown significant improvements across a wide range of dimensions,
moving to policy implementation in areas such as start-ups or provision of business
services.

- The former Yugoslav Republic of Macedonia and Montenegro have made good
progress in human capital development and somewhat on provisions of business
support services.

Al b a policaperformance has been remarkable and has improved in all the
ten dimensions, especially in company registration.

- Kosovo under UNSCR 1244/99 has progressed on the institutional front, by
establishing an SME Development Agency. But provision of services to SMEs is still
largely dependent on donor support.

- Bosnia and Herzegovina has made good progress in the dimension of access to
finance, but overall SME policy is still highly decentralised.
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Results 2009

Impact of crisis on SMEs

Following years of sustained growth and increased stability, the region experienced
a sharp drop in external trade and industrial production, contraction in FDI,
declining remittances and freeze on credit expansion.

First companies to be hit are the export oriented, and those which borrowed to
expand. Some MFIs are already facing real difficulties.

For poor people, this will likely be a protracted crisis. So far, the microfinance
market has been resilient. But the ripples-to-tidal-wave effect will unfortunately
come to fruition for some people in some circumstances.

The crisis will cause MFls to slow growth, maybe a silver lining because the
remarkable growth numbers of some institutions may have been built on shaky
foundations (weak governance and management, poor risk management and
standards, etc.). This forced slowdown provides the opportunity for MFls to address
structural weaknesses that could result in healthy consolidation and, in light of the
need to give ruthless attention to efficiency and costs, in stronger institutions.

grmetf 0 @ -

ING EXPEATISE
B TRAMING o ReEL}mpea“ e

mstruction and Development

European Commission



Results 2009

Impact of crisis on SMEs contd.

A A fundamental impact of the financial crisis is the change in growth
expectations across the regions. MFI growth has scaled down. This may
not be a bad thing, particularly where there has been very rapid growth
over the past five years. Supporting a solid 10 percent growth may be
the right course to take rather than the 40 percent growth of recent
years. If the fundamentals are strong, confidence is regained. With a
decrease in the ability to generate retained earnings, new equity is more
important to underpin solid growth.

A If the only problem is liquidity, then fast disbursement of funds can
address the problem. But over the years, institutions that were heavily
capitalized have seen their equity worn away.
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Results 2009

Finance Dimension

A Credit Environment:
— collateral and provisioning requirements
—  bankruptcy law
—  cadastre
—  registration of moveable assets*
— credit information services*
A Financial Products for SMEs:
— credit guarantee schemes
—  venture capital/equity funds
—  leasing

Conclusions:

Good access to financial products for SMEs everywhere, but there is still
scope for improvement.

Good credit environment in place everywhere except for Kosovo under
UNSCR 1244/99, but level of implementation varies across economies, so
there is need to step up efforts.

* New indicators since 2007 assessment
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Results 2009

Human Capital

A Entrepreneurship education & training (2.4 avg.)

— Above average: HRV, XK, MK, MNE

— Policy and partnership approach: HRV, MK

— Monitoring and evaluation weak in all countries

— Entrepreneurship key competence: ALB, HRV, XK
— Upper secondary education (14-18 yrs) stronger

—  partnership, LLEL perspective, M&E
-  key competence, draw on SEECEL initiative
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Results 2009

Human Capital (con

A Availability of skills for small enterprises (2.2 avg.)

— HRV, SRB above average

— Training needs analysis — HRV, XK, MNE, SRB
— Quality assurance — HRV, SRB

— Access to training — BiH, HRV, MK, SRB

— Lack of systematic data, implications for policy and public
investment in training

data development, analysis and policy improvement

determine potential for more direct engagement/support
of public training services and infrastructure
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Results per Charter dimension

Dimension 1: Entrepreneurship education and training

Albania Bosnia and Cmatia Kosovo under  FYR Macedonia  Montenegro serbia

Herzegovina LUNSCR 124400
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Results per Charter dimension

Dimension 2: Cheaper and faster start-up

Albania Bosnia and Croatia Kosovo under  FYR Macedonia  Montenegro Serbia
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Results per Charter dimension

Dimension 3: Better legislation and regulation

Albania Bosnia and Croatia Kosovo under  FYR Macedonia  Montenegmo Serbia
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Results per Charter dimension

Dimension 4: Availability of skills

Albania Bosnia and Croatia Kosovo under  FYR Macedonia  Montenegro Serbia
Harzegovina UNSCR 1244/99
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Results per Charter dimension

Dimension 5: Improving online access
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Results per Charter dimension

Dimension 6: Getting more out of the Single Market
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Results per Charter dimension

Dimension 7a: Taxation3
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Results per Charter dimension

Dimension 7b: Access to finance
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Results per Charter dimension

Dimension 8: Strengthening the technological capacity
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Results per Charter dimension

Dimension 9: Successful e-business models
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Results per Charter dimension

Dimension 10: Develop stronger representation
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