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What is an SME ?

Small and medium-sized enterprises (SMEs) are non-

subsidiary, independent firms with employment and/or

turnover and/or fixed assets under a pre-defined

threshold.

Small

Source: SME User Guide, European Commission (2003)
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What is SME Policy ?

A set of policies and measures aimed at improving the
business environment and operational conditions for
small enterprises.

Consistent with a horizontal approach to policy-making,
seeking to improve the conditions for the largest possible
number of enterprises.

Relies on market mechanisms to reach objectives, limiting

direct government intervention to cases of market
failure.

Does not exclude measures aimed at promoting

development in priority sectors, provided they do not «.
generate market distortions. OECD
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What does SME Policy seek to accomplish?

Regulatory environment which does not impose undue
burdens on SMEs

Education and human resource management policies
that foster an innovative and entrepreneurial culture

Effective access to financial services

An environment that supports the development and
diffusion of new technologies for and by SMEs

Strengthening public-private partnerships and political
and social dialogue

Ensuring the cost-effectiveness of SME policies and the«.
consistency with other national policies OECD
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Why is there targeted policy to SMEs?

« SMEs are backbone of any economy, drivers for growth
poverty reduction, employment, etc.

« SME:s are affected by a specific set of entry and
operational barriers (lack of economy of scales, weak
negotiating power, limited HR and capital resources)

Therefore, state may intervene when:
* There are clear market failures;
* There is sub-optimal allocation of resources;

« However, public intervention should not create more
problems “downstream” and should be sustainable «.

OECD
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What is the role of SMEs in the MENA economies?

* Over 90 % of the enterprise population*
« Contribute to over 2/3 of total formal employment*

« A significant share of value-added

(@

* Proportion of employment in firms that have less than 50 employees OECD
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MSME Definitions Structure of the T
Country Name Year Income Group (number of employees, unless MSME Sector LIS nggzgfﬁmn WEE
otherwise noted)?® (% of all MSMESs) Y
MSMEs MSME
Micro Small Med Small Med MSMEs | per 1,000 lemployment
people (% total)
Unlj[ed Arab High 0-9 10-49 | 50-499 9.7| 2.2 | 82440 34.2
Emirates 1995
Algeria 2001 Lower middle <250 580,000 18.8
Egypt 1998 Lower middle 1-4 5-14 6.1 0.9 | 1,649,794 26.8
Lebanon 1996 Upper middie 0-9 10-49 2.9 0.3 | 192,569 | 47.2
Morocco 2002/ Lower middle 450,000 15.2
Oman 2004 Upper middle 0-5 6-20 | 21-10 13.0 6.1 7,373 2.9
Tunisia 1999 Lower middle <10 10-49 0.3 19.9 8,650 0.9
West Bank Lower middle | 0-9 10-49 36 0.1 | 97194 | 277
and Gaza 2004
Yemen 2002 Low 310,000 16.24
United 0-9 10-99 ' 100-49 19.7| 1.5 | 5,868,737 20.0
States 2004 High
Czech : -5 6-19 | 20-249 24 1.3 | 2,405,290
Republlc 2006 Upper middle
Germany 2005 High 0-9 10-49 | 50-249 7.3 1.5 3,162,111 38.3

Source: Micro, Small, and Medium Enterprises: A Collection of Published Data
(Sources for data in order of country: HSBC, NAED, UNCDF, MET, NAED, MONE, UNICO, PCBS, UNCD

Marta Kozak, Internati

CB, CZSO, FSO)

ance Corporation (IFC), Washington, D.C. (2007)
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Individual
/ micro
enter.

small to
medium

Small to
medium

High
growth

Static
Subsistence
enter.

Low growth

Growth in
line with the
economy

Peaks of high
growth

Low value added
High level of
informality

Low to medium value

added

Construction
Transport
Manufacturing

Medium value added
services

Mixed, including

innovative and high
value added

Regulations (local
level)
Taxation (compliance)

Regulations
Employment
Taxation
Finance (WK)

Employment
Taxation

Finance (WK+INV)
Business services

Finance (equity)
High value business
services, skills
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OECD-Euro stat Proposed definition:

« Average annualised growth > 20% per year
- Demonstrating accelerated growth over a 3 year period

« Growth can be measured by: employees and turnover

(@

Source: OECD, Centre for Entrepreneurship, SMEs and Local Development (2008) OECD
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Growth rate distribution of employment for the manufacturing
sector in EU:
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Specific policy components:

a)

b)

9
d)

Financing: equity funds, business angels, credit

guarantees, venture capitals, R&D grants

Innovation policy: incubators, innovation centres,

clusters, linkages with universities, etc.
Linkages with FDI and export promotion schemes

Skills development programmes

(@

OECD
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* Sound research to identify and understand the market

failure
» Statistical and factual evidence
« Review of current policy experiences
« Wide-spread consultation process with the stakeholders
 Policy coordination and policy consistency

« Define intermediate and final targets, allocate budgets

and HR in line with targets, assign clear tasks

« Monitor implementation and assess policy impact «.
OECD
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How to evaluate SME Policies and Programmes?

OECD Framework for the Evaluation of SME Policies and Programmes
Methods for evaluating the impact of SME Policy

Manitoring

STEP 1 Take up of schemes

STEP 2 Recipients opinions

STEP 3 Recipients’ views of the difference made by the Assistance
Evaluation

STEP4 Comparison of the Performance of “Assisted” with “Typical” firms
STEP 5 Companson with “Mateh” fims

STEP & Taking account of selection bias

Source: OECD Framework for the Evaluation of SME Policies and Programmes (2007)
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Institutional framework for enterprise policy

*Delegation of responsibility for enterprise policy
*Co-ordination with other ministries, stakeholders, etc
*Enterprise development strategies

*Clear task assignment
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Source: OECD/EC (2008), Euro-Med Enterprise Policy Assessment : Dimension 1, sub-dimension 1.1

(@
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Policy Coordination

*Public Private consultations
*Enterprise networks and business associations

5.0

4.0

Source: OECD/EC (2008), Euro-Med Enterprise Policy Assessment : Dimension 7
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Innovation Policy

*Enhancing enterprise innovation
*Establishment of innovation and technology centres
*Support for innovative enterprises

*Business incubators
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Source: OECD/EC (2008), Euro-Med Enterprise Policy Assessment : Dimension 6
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Quality Business Support Schemes and Services

*Range of business services

*Availability of information on business service providers
*Access to business services

*Business establishment support services
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Source: OECD/EC (2008), Euro-Med Enterprise Policy Assessment : Dimension 8 OECD
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