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The question to start off with, when we are considering SME policy The main objective of the YEA is to advocate for solutions to Members' challenges. 
What challenges are entrepreneurs facing in light of the crisis?  Are there measures to address this and what would be the role of advocacy institutions in this process?
Let me first start by giving a brief about the Jordanian economy 

The Jordanian economy, is an SME economy where small and medium enterprise (SME’s) 
Make up 98% of Jordanian enterprise

Employees 60% of the labor force 
With a total product representing 50% of the GDP

The Jordanian SME sector has been faced with many challenges that have started with Jordan’s development into a highly deregulated and open market economy. 

Whether it was:-

Policies

Institutions or 

Processes

Everything was quickly changing and upgrading, which resulted in a biased and a lasting effect on SME’s. 

Jordan started its open market policy and deregulation in the year 2000 and Nine years later the SME sector was hit again with the current economic crisis. 
The factors this time around where due to the realities of the Jordanian economy and those factors include

1- The Size

2- Lack of Access to finance

3- Increasing competition in a globalised economy
4- Small Market size ( scale)
5- Governance 

Furthermore, enterprise in the manufacturing industry, the back bone of development, contributes only 16% of the GDP.
All of which are factors that affect the very competitiveness of the Jordanian product at home and abroad.

The challenges faces by SME’s in Jordan, particularly those with an industrial and manufacturing orientation, occur at all levels of the value and demand chains. 

With a rate of Unemployment (12.7% official estimates) and poverty (15% of the population under the poverty line) seem rigidly entrenched. 
There is added challenge on the national policy level to create 60,000 new jobs annually simply to maintain the current rates of unemployment. 

Another significant challenge is linking Job creation to poverty alleviation (creating jobs in poverty pockets). 

By creating:-

Development zones in under-privileged areas 
Giving Tax incentives – To Exporters 
Attracting International Investors 

Signing Trade agreements 

Which we hope in return will create relatively higher income jobs through greater productivity and value added to lift the employed Jordanian out of poverty. 

Increasingly Jordan has been paying attention to the issue of poverty alleviation through the development of the SME sector which will help Job creation. 
Jordan has been recently has developed several programs through the MOPIC which include:-

 Social Productivity Program (SPP)

Enhanced Productivity Program (EPP)

In spite of the 29 Industrial Development programs operating throughout the Kingdom, there seems to be little coordination among them and significant overlap resulting in wasted resources and inefficient allocation of scare resources (By International and Regional standards)   

The easiest answer to this is that if we don’t support formal SMEs, we lead entrepreneurs into the informal economy – where businesses do not pay taxes, and do not experience any of the benefits that regulations are supposed to provide. Workers at these companies do not have health insurance, and are not registered for social security. These businesses will not have access to bank loans, or be able to use the judicial system to resolve disputes.

Start-ups bring a lot to the economy.  This year in fact, they are at the center of the UNDP Jordan Human Development Report, due to their strong links between economic growth and individual development.  They are known to be the easiest job creator, a source of innovation, and the most flexible workplace environments for countries, such as those in the Middle East, with distinct cultural characteristics. 


Women, on average, constitute 75% of workers in the informal sector, and so are an especially sensitive target group if SMEs suddenly drop in their growth rates. The informal economy increases corruption as government employees have many opportunities to receive bribes. 

There is an overall reform process that has been going on in Jordan systematically.  The reduction of registration and licensing procedures has been at the forefront of this, and we have witnessed the creation of one-stop-shops at our Ministry of Industry and Trade – as one example of reform, reducing registration time - in order to ease the process for entrepreneurs.

There are several key obstacles to SME market entry and growth that have not been well addressed in the past, and are currently, in light of the financial crisis – and liquidity crunch – coming to the forefront.
The most significant of these is “access to finance” for SMEs.  There are really several aspects to this:
1. Microfinance: we have had many microfinance initiatives in the past.  Micro-enterprises, especially women micro-entrepreneurs have had access to these facilities, with almost 100,000 active microfinance loans in the Jordanian economy.  The big drawback has in the past been that these loans have been used to sponsor more traditional micro-enterprises, such as baking, animal rearing, and weaving.  While these are to be encouraged of course, higher risk and innovative micro-enterprises have not been received with the same enthusiasm by these funds.  
2. Small and medium enterprises: forced to approach traditional banks for larger sum loans.  Collateral requirements have been the basis for loans in the past meaning that especially when there is a liquidity crunch, SMEs have even lower access to debt.  Along with many governments worldwide the interest rate in Jordan has been lowered, however this measure has not specifically targeted SMEs or changed the main obstacles to their access to finance. 
There are however, several measures that specifically do target SMEs:
1. In collaboration with the European Investment Bank the Jordanian government is in the process of establishing two venture capital funds focusing on MSMEs – an early stage fund, and a growth fund.  
2. The Jordan Enterprise Corporation has been distributing grants of up to 140,000 USD for “quick response mechanisms” to support those initiatives that will most aid companies get back on their feet.

3. A credit rating law is currently in the process of being presented to parliament. 

4. We at the Young Entrepreneurs Association have been involved in lobbying to reduce the minimum capital requirements for starting businesses.  Last year we succeeded in reducing this amount from 44,000 USD to 1,400 USD.  In light of economic conditions, we are working with the government to reduce this to just over USD 1.  The reason why minimum capital requirements are so important is that they present the initial hurdle to entering the economy without personal risk and liability.  For young graduates, or families on the brink of the poverty line reduced minimum capitals will mean the difference between starting a venture in the formal economy and not entering it at all.
5. The Jordanian Taxation Law is in the process of being revamped.  The new law allows for much greater incentives for smaller firms, lowering their tax payments significantly. 
There are however, many more obstacles to SME growth than finances.  National trust in the globalization process has been shaken.  To act upon this trust there are several issues that the government is working on:

1. Streamlining regulation: A review of government laws and regulations is being undertaken, heightened by the recent crisis.  These include vocational licensing, and a new companies’ law, a review of the environmental law, amongst others.  

2. Reducing corruption: A special committee on corruption has been established.  Trust in the system is paramount if the private sector is to be re-enfranchised. 

3. Renewed focus on governance and corporate social responsibility: Increasing dialogue with the private sector and involving them in reforms has been the new trend of government policy.  The Jordanian Madrasati educational reform initiative, for instance, focuses on CSR as its base.  This policy has in fact seen a lot more success than government spending alone, and SMEs throughout the country have begun to be involved with their local schools, donating as small amounts as supplies and used printers. 
The last point that I want to stress upon, is perhaps the biggest inhibitor to entrepreneurship and SME growth in Jordan – and that is the lack of incentive for risk taking – given the low social security nets that exist to catch those who fail in the private sector.
These low social security nets serve to increase the demand for public sector jobs, and lower the ability of entrepreneurs to go out on their own to own and operate their own companies.  In order to boost SME growth the government in Jordan, and governments around the world, must move on this front, to ensure a net to catch those who fall.
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