SME Policy Index: Latin America and the Caribbean 2019
Policies for Competitive SMEs in the Pacific Alliance and
Participating South American countries

This document provides a summary of the key messages of the first OECD SME Policy
Index series study in the Latin American and Caribbean (LAC) region. This study is the
result of a period of more than two years of collaboration between the OECD, the
Development Bank of Latin America (CAF), and the Latin American and Caribbean
Economic System (SELA), in response to strong demand from policy makers in the LAC
region for assistance in better leveraging SME policy as a tool for sustainable economic
development. This first application of the Index methodology in the LAC region covers
seven countries, including the four members of the Pacific Alliance (Chile, Colombia,
Mexico, Peru), as well as Argentina, Ecuador and Uruguay.

The SME PI framework aims to provide an independent and rigorous assessment of the
policy environment for SMESs across a number of policy areas, to benchmark policy efforts
against international good practice, and to provide guidance for policy reform and
implementation on the basis of these findings.
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4| EXECUTIVE SUMMARY

Executive Summary

SME development is a marked priority for policy makers across Latin America and the Caribbean,
including the seven economies assessed within this study (Argentina, Chile, Colombia, Ecuador,
Mexico, Peru and Uruguay). This is not surprising, as the vast majority (99.5%) of firms in the
region are SMEs, with almost 9 out of 10 classified as micro-enterprises, and SMEs are important
generators of regional employment (60% of formal productive employment). However, while it is
a normal global phenomenon for SMEs to display lower productivity levels than large firms, Latin
American SMEs have a particularly significant productivity gap, being responsible for only a
quarter of the region’s total production value. This difference is particularly large for companies at
the end of the size spectrum: Latin American microenterprises account for about 3.2% of
production, while in Europe they contribute 6 times more (20% of GDP) even though they have a
similar participation in the labour force. Furthermore, all countries covered in the report have to
cope with the presence of a large informal sector as an integral part of the economic structure, and
SME sector, with wide implications for the social and economic development of the region.

Accordingly, all of the seven countries have identified economic growth, formalisation, and
diversification as primary SME policy objectives in recent years, in alignment with overall national
development plans. This is becoming more pertinent as incomes rise and trade barriers are lowered,
opening up new opportunities to produce goods and services. However, other objectives, such as
generating jobs and reducing poverty and inequality, are also relevant, necessitating an SME policy
framework that targets different segments of the SME population through various initiatives.

Against this backdrop, this report reviews the policy landscape for SME development, identifying
potential gaps and offering recommendations. Despite notable heterogeneity, detailed in each of
the country profiles, each of the seven countries have accumulated significant SME policy
experience and established highly articulated institutional frameworks. Further, they have
developed strategic SME policy orientations with regard to medium-term productive development
and competitiveness plans, as well as operational SME policy institutions with both horizontal and
targeted directives. On the horizontal side, they have prioritised measures to cut red tape and
simplify administrative procedures, including through the widespread use of e-government
services. On the targeted side, they have focused on measures to enhance productivity and
innovation, with the overall objectives of reducing dependence on the commodity/oil sector,
developing advanced manufacturing and service activities, and promoting technological upgrades,
and further integrating into regional and global value chains.

Although the strategic approach is sufficiently articulated, when it comes to implementation the
sophistication of delivery mechanisms varies and overall policy targets are often quite ambitious
in relation to the tools at the disposal of responsible institutions. Furthermore, measuring
effectiveness through monitoring and evaluation is a particularly weak area. While overall
objectives have often been clearly stated, the implications for policy in terms of specific objectives
and measurable targets have not always been fully developed. This is particularly important
because, while the SME Policy Index scores demonstrate a solid level of policy implementation,
the actual impact of these programmatic efforts remains to be seen in many cases.

Based on these findings, the report makes the following key overall recommendations to strengthen
SME policy-making as a tool for sustainable economic growth and productive development:

e Ensure an integrated approach to SME policy - whereby interventions are strategic,
sequenced and coherent - to increase the impact of interventions and programmes. Most
countries pursue a mix of competitiveness and social policy objectives in their SME policy.
Striking an effective balance will require the design and implementation of programmes
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targeting different segments of the SME population — as well as managing a wider range of
initiatives, investing more resources, and engaging in a broader dialogue with various categories
of SMEs. If oriented towards productive transformation, targeted typologies of enterprises,
sectors and productive areas should also be identified. Feedback and co-ordination mechanisms
between local and central government could also be enhanced in many countries, as this may
clarify objectives and facilitate implementation.

e Pay attention to good policy-making practices throughout the policy cycle - from design,
adoption and implementation through to monitoring and evaluation - to help ensure that
support remains responsive to firms’ needs. This will require the development of more robust
inter-ministerial action plans linked to strategic documents and the introduction of performance-
oriented indicators. This recommendation is particularly important as many countries are
entering a phase of strategic planning or review; priority should be given to defining the policy
co-ordination mechanisms; assuring coherence between objectives, policy tools and budget
allocations; and integrating impact assessment schemes from the outset. Systematic impact
evaluations can help ensure that public resources are used efficiently and can inform the design
of future policies. Public-private consultations should also be institutionalised throughout the
policy cycle, and private sector representation could be significantly enlarged in most cases, so
that organisations representing the whole spectrum of the SME population are included.

e Strengthen delivery mechanisms for more direct engagement with targeted segments of
the SME population. This should include a review of the widely used system of calls for
proposals (convocatorias), including its procedures and implementation mechanisms, and
experimentation with more direct systems of managing public support programmes, including
the development of public-private partnerships. Institutional arrangements should also be
reviewed to more clearly define and separate policy design and implementation responsibilities;
this could lead to the creation of specialised SME development agencies that may be more
effective in communicating with the enterprise sector and have more operational flexibility than
ministerial departments.

e Pair targeted SME support with continued improvements to the general business
environment. The assessment results for this policy dimension are relatively weak in
comparison with those of other dimensions. Overall, this means that the targeted support that is
provided to SMEs in other areas (such as innovation, associativity, internationalisation)
functions within a sub-optimal general business environment, with significant barriers to
enterprise entry and competition. Notably, regulatory reform and the establishment of one-stop
shops are still in an early phase, and procedures for starting a business and filing taxes remain
problematic. It is important that countries consider this overall picture and find the optimal
policy mix between improving the general business environment and providing continuous,
targeted support to enterprises with high growth potential.

e Increase the availability of consolidated, easily accessible information to enhance
stakeholder awareness and understanding of the existing support offer. In general, a rich
variety of programmes are available for different types of entrepreneurs and SMEs, but the
availability of useful information on these programmes (including description of
activities/objectives, how to apply, and results) varies greatly and information is often scarce or
incomplete. When high-quality information does exist, it is often scattered among various
websites, which is an understandable challenge due to the large number of public actors in areas
relevant to SME policy. The creation of online platforms dedicated to communicating the
comprehensive public support offer for SMEs, as well as the expansion of regional offices with
print materials and staff dedicated to this same objective, could be useful mechanisms to
increase the uptake and impact of the existing wide range of public SME support available.
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Overview of Key Findings

LAY countries (Argentina, Chile, Colombia, Ecuador, Mexico, Peru, Uruguay) devote
significant efforts to SME policy and private sector development, identifying these as
crucial areas for sustainable and inclusive growth and employment. In particular, they have
made notable efforts to build up an institutional framework for SME policies, establish a
rich variety of business and entrepreneurial development services, and harness SMEs in
productive transformation efforts. The results of the assessment suggest LA7 countries
redouble their efforts in this regard, while stepping up their policy efforts to seize the
opportunities of increasing regional integration, large domestic markets, young populations
and an emerging middle class. The redoubling of efforts is also important to respond to the
pervasive challenges of low productivity and high informality among SMEs (especially the
smallest firms), high levels of inequality and the need to shift to higher value added
activities.

LA7 SMEs operate mainly in traditional service sectors, with high levels of
informality and a significant productivity gap

As detailed in Chapter 1, household surveys demonstrate in Latin American and Caribbean
(LAC) show that the productivity gap between SMEs and large enterprises is significant:
although they represent 60% of formal productive employment in the region, they are
responsible for only a quarter of the total production value. This difference is particularly
large for companies at the end of the size spectrum: Latin American microenterprises
account for about 3.2% of production whereas in Europe they contribute 6 times more (20%
of GDP) even though they have fairly similar levels of labour force participation.t

Services account for most of SME employment in the LA7 countries, and a greater share
than that of large companies (with the exception of finance and utilities), with SMEs
especially active in wholesale and retail trade and food and accommodation. As discussed
in Chapter 1, most LA7 SMEs participate in sectors with low aggregate levels of value
added and low levels of human capital, competing in markets with poorly differentiated
products (such as retail trade and agriculture). These firms are therefore highly exposed
both to operating at low rates of return and to being displaced by larger firms (which are
able to benefit from economies of scale, lower production and distribution costs, and the
diffusion of key and new technologies). In contrast, only a small proportion of SMEs are
integrated into value chains — either by providing specialized goods and services according
to the specific requirements of their clients, or by providing intermediate goods and services
to larger firms.

All LAY countries must cope with the presence of a large informal sector. High levels of
informality are present in most emerging economies, but in the LAC region, (including its
upper middle-income countries, such as the LA7) informality is an integral part of the
economic structure, with wide implications for the region’s social and economic
development. Indeed, the large majority of SMEs operating in the LA7 are microenterprises
that are family-based, engaged mostly in traditional service sectors, and managed largely
by subsistence-driven entrepreneurs. These types of enterprise are more likely to operate
in the informal sector as a response to unemployment and/or refuge from the regulations,
complexities, and difficulties of the formal labour market.?
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SME policy priorities and strategic frameworks are broadly aligned across the
LA7, having recently evolved to focus on productive transformation

Over the last decade, in response to the global financial crisis (2008-2010) and the end of
the commodity super-cycle (2014-2015), most of the LA7 countries have identified SME
policy as means of spurring economic and employment growth, driving productive
transformation and promoting technological upgrading of the enterprise sector.

Accordingly, all the LA7 countries pursue a pro-active SME development policy. In doing
so, rather than developing standalone mid-term SME strategies, LA7 countries have
included strategic SME policy orientations in other mid-term strategic documents; these
are generally focused on the subjects of productive development and competitiveness, and
aligned with the country’s overall national development plan. The exception is Argentina,
which, during the period of this study, focused on deploying a number of new SME support
initiatives, in many cases linked to simplification of the business environment and
productive transformation, and is currently working on a law that will provide a formal
strategic framework going forward. The overall objective of this approach has been to
reduce the country’s dependence on the commodity/oil sector, develop advanced
manufacturing and service activities, and further integrate into regional and global value
chains. Yet although this productive transformation?® is often the primary objective of SME
policy, it is not the only one. Other objectives, such as generating jobs and reducing poverty
and inequality, are also relevant.

The great challenge is therefore how to structure an SME policy that supports and promotes
productive transformation while also addressing the issue of informality and responding to
the basic needs of the vast microenterprise population. As discussed in the previous section,
the main actors of the productive transformation are opportunity-driven enterprises, with
considerable growth potential and good management, representing a small share of the
entire SME population. Striking an effective balance will thus require the design and
implementation of programmes targeting different segments of the SME population — as
well as managing a wider range of initiatives, investing more resources, and engaging in a
more extensive dialogue with various categories of SMEs.

The sophistication of delivery mechanisms varies; most LA7 countries utilise
passive call-for-proposals processes rather than more direct engagement at
enterprise level

Although the strategic approach in the LA7 is sufficiently articulated, when it comes to
implementation, tools are relatively weak. This is due to the limited reliance on quantitative
objectives, the relative absence of robust action plans and limited inter-ministerial
coordination. Furthermore, while all countries have established specialised departments or
agencies dealing with SME policy under the responsibility of a vice-minister or
undersecretary, the dividing line between policy design and policy implementation is not
always clearly defined. Only two countries (Chile and Mexico) have established SME
development agencies; in all other cases, the general directorate for SME policy is in charge
of managing the entire policy cycle — from policy elaboration through to implementation
and monitoring and evaluation (M&E) — with the support of a number of detached agencies
and bodies. This may create potential confusion of roles and conflicts of interest. Ministry
officials are often better versed in dealing with legal, budget and general economic issues
than in interacting with small-scale enterprises. Specialised agencies may be more effective
in communicating with the enterprise sector and have more operational flexibility than
ministerial departments.
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Across all LA7 countries, a standard approach to policy implementation is to organise
policy actions through periodic calls for proposals (convocatorias). The main role of the
body in charge of policy implementation is to define the objective of the policy
intervention, elaborate the terms of reference and eligibility criteria and run the call for
proposals. In many cases, policy implementation is de facto delegated to intermediary
institutions, such as chambers of commerce, producers’ associations, local development
agencies, private consultants and enterprise networks. This system allows for the
containment of operational costs, while at the same time promoting the creation of
enterprise support networks at the national and local levels. However, it also distances the
main body in charge of SME policy implementation from a continuous dialogue with target
enterprises and limits the exchange of information between SMEs and the public bodies in
charge of SME policy at the central level.

Weak or non-existent monitoring and evaluation (M&E) efforts complicate
policy-makers’ ability to make performance-based decisions

Across all LA7 countries, evaluation is a particularly weak area, with only Chile
consistently engaged in conducting impact evaluations for specific SME support
programmes. While overall objectives have often been clearly stated, the implications for
SME policy in terms of specific objectives and measurable targets have not always been
fully developed, and the introduction of key performance indicators (KPIs) tracking
progress in strategy, and even programme, implementation remains very limited.

When it comes to overall SME statistics, data collection in the LA7 is relatively good, with
all countries regularly collecting SME data related to employment and turnover by class of
enterprises. Some LAY countries also collect data on value-added, though only in the cases
of Mexico and Peru is it disaggregated by enterprise class and sector. Survey-based
statistics are complemented by data from a more exhaustive census conducted at regular
intervals (on average every five years) in all LA7 countries. However, the high incidence
of informality makes it more complex to collect comprehensive data, particularly for the
microenterprise segment. Household and labour force surveys, as well as census data,
provide indications on the extent of informality, with a specific focus on labour informality.

Key findings by dimension

Dimension 1: Institutional framework

Policy makers in all the LAY countries have accumulated significant experience in the area
of private sector development, including SME policy, and all have established highly
articulated institutional frameworks. On average, SME policy institutions have been set up
and are operational, the strategic directions have been identified, and the co-ordination and
consultation mechanisms have been put in place. However, the LA7 countries still face
major challenges in terms of further mainstreaming SME policy into their wider country
strategies for economic and social development, making co-ordination and consultation
mechanisms more effective, and improving monitoring mechanisms and conducting impact
evaluations at both policy and programme level. The LA7 countries also face a major
challenge in securing a consistency between the overall policy targets, which are often quite
ambitious, and the tools at the disposal of the institutions in charge of policy
implementation.

Furthermore, the presence of a large informal sector in most of the LA7 countries
undermines the governments’ ability to conduct inclusive SME policies and to reach the
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most vulnerable segments of the SME population. All LA7 countries have been particularly
active in pursuing policies aiming at reducing informality, and in many cases they have
been at the forefront in devising and testing new policy approaches. However, current
efforts often focus on specific issues and lack a comprehensive strategy operating on
various fronts (labour legislation, tax legislation, legislative simplification, local
regulations, etc.).

Dimension 2: Operational environment/simplification of procedures

The LA7 assessment results for this policy dimension are relatively weak in comparison
with those of other dimensions. Overall, this means that the targeted support provided to
SMEs in other areas (such as innovation, associativity, and internationalisation) functions
within a sub-optimal general business environment, with significant barriers to enterprise
entry and competition. It is important that LA7 countries consider this overall picture and
find the optimal policy mix between improving the general business environment and
providing continuous, targeted support to enterprises with high growth potential.

Regulatory reform is still at an early phase. The LA7 countries, with the exceptions of Chile
and Mexico, have not yet conducted systematic reviews of legislation and regulations
pertaining to enterprise activity and have not fully applied regulatory impact assessment
(RIA). Procedures for starting a business and filing taxes in the LA7 countries also remain
problematic — even though tax administration reform is a priority for most LA7 countries,
particularly in relation to the fight against informality. None of the LA7 countries appears
in the upper-third tier of the 2019 Doing Business indicator for “starting a business”, which
covers a total of 190 economies. The establishment of one-stop shops is still at a very early
phase, though several countries are introducing electronic portals that include online
company registration facilities.

In contrast, e-government initiatives have been developed in all LA7 countries and online
tax filing services are fully operational and widely used by enterprises. Data
interoperability varies greatly, with most LA7 countries having introduced partial
interoperability.

Dimension 3: Access to finance

Most LA7 countries have a robust regulatory and institutional framework and a diversified
environment of financing opportunities conducive to the financial inclusion of SMEs. This
does not imply that there is no room for improvement with respect to the legal framework,
but it does underscore the relatively favourable environment existing in the region.

Particular challenges remain concerning financial education strategies for SMEs and the
enhancement of legal procedures to deal with bankruptcy. Regarding the former, LA7
countries should focus efforts on developing a unified strategy - correctly implemented at
different levels of influence and supported by an adequate evaluation framework - to
promote the universalisation of basic financial knowledge and allow SMEs to make better
business decisions. Regarding the latter, there is a pressing need to address lengthy and
costly bankruptcy procedures through such measures as the improvement of the regulatory
framework for secured transactions, the creation of insolvency registers and the
improvement of procedures to allow entrepreneurs to restart their business activities after
unsuccessful initiatives.
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Dimension 4: Business development services (BDS) and public procurement for
SMEs

In general, the LA7 countries have an established system of BDS for SMEs and
entrepreneurs. There is a rich variety of programmes available for different types of
entrepreneurs, in some cases provided through specialised agencies supporting specific
beneficiaries. What is still missing, however, is a more coherent, strategic approach to
targeted SME programmes, in this case BDS. This is important given (a) the diversity of
SMEs and entrepreneurs; (b) the variety of support programmes and support agencies; and
(c) the array of government priorities identified in national development plans or economic
agendas, which range from the general (e.g. economic diversification and increasing
productivity) to the relatively specific (e.g. increasing exports, business linkages,
innovation in firms). In all cases, there is a weak link between the use of BDS as a policy
tool and overall strategic objectives; notably, none of the LA7 countries has explicit details
on the impact their planned BDS actions will have in terms of productivity, economic
sophistication, diversification or other strategic objectives stated in their economic and
competitiveness plans.

Regarding public procurement, all the LA7 countries have laws and regulations that
facilitate the participation of SMEs in this important market by (with variations from
country to country) cutting tenders into smaller lots, allowing the formation of consortia
for joint bids, and ensuring that payments are made in time, among other things. All
countries also have e-procurement systems and electronic registries of suppliers. However,
not all of the e-procurement platforms handle the entire procurement process. Furthermore,
only a few countries have in place direct support programmes to help SMEs take advantage
of public procurement opportunities.

Dimension 5: Innovation and technology

Promoting innovative SMESs and entrepreneurship is a priority for all countries in the region
and an important policy component to address the challenges of increasing productivity
and competitiveness. Although national innovation systems are in place in most of the LA7
countries, there is no concrete evidence that the systems include elements specific to the
promotion of innovation in SMEs and start-ups; notably, there are no specific SME and
entrepreneurship committees focusing on this important policy area. The analysis points to
an extensive offer of services covering support for incubators, accelerators, technology
transfer offices, access to finance for innovative ventures, R&D incentives, and so on. Yet,
the availability and accessibility of information on these schemes, including M&E, is often
scattered and at times limited. LA7 countries could thus consider developing specific
mechanisms to promote (a) innovative SMEs and entrepreneurship within their national
innovation systems and (b) a more structured approach to disseminating information on
innovation support programmes, including through online platforms.

Dimension 6: Productive transformation

As noted earlier in this chapter, over the last decade, most of the LA7 countries have
identified SME policy as a crucial means of driving productive transformation for their
economies, often identifying this as the primary objective of their SME policy efforts.
Accordingly, LA7 governments have clearly invested significant efforts to facilitate
productive transformation by identifying barriers to competitiveness, growth, and access to
information, and by putting in place corresponding policy and programmatic measures.
During the past five years, these efforts have included an increasing amount of targeted
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measures focused on various segments of the SME population, and often designed to
encourage associativity and facilitate inclusion in value chains. This demonstrates
policymakers’ understanding that trade and investment liberalisation efforts alone are not
sufficient; rather, policies designed to promote economic diversification, build productive
capacities and develop new comparative advantages in the manufacturing and service
sectors are necessary to broaden and deepen trade flows and enable a more active role for
SMEs.

The pilot or relatively new nature of many of the current LA7 programmes in this area
underscores the importance of M&E systems; while the SME PI results demonstrate a solid
level of policy implementation, the actual impact of these programmatic efforts remains to
be seen. Putting in place robust M&E mechanisms that measure outcomes and impact, in
contrast to a narrow focus on outputs, will be an important and necessary step for
governments and stakeholders as they assess the performance of their strategies and
corresponding programmatic efforts, informing future policy-making cycles.

Lastly, it is important to re-emphasise here that using SME development as an industrial
policy tool requires a selection of and focus on the segment of the SME population that is
most able to contribute to and advance the productive diversification of the country, obtain
efficiency gains from participation in value chains, and succeed in export activities. It is
this prioritisation that, while often present in specific programmes, is less clear at a strategic
level in LA7 countries. Establishing priority areas for productive transformation at a
strategic level (along with corresponding action plans), even while maintaining flexibility
for future adjustments, could help policymakers to more clearly separate between general
SME development measures relevant to the entire SME population and more specific
interventions in priority sectors related to the process of productive transformation.

Dimension 7: Access to market and internationalisation

Overall, the LA7 countries are relatively well advanced in the areas covered by this
dimension, demonstrating a solid level of policy implementation, though somewhat less so
in terms of regional integration. One can typically find robust policy support for export
promotion, which is targeted at SMEs via training and, to a lesser extent, subsidised
financing support; a solid trade facilitation infrastructure in place, with specific
programmes to lessen the burden on small exporters; targeted support for SMEs to
incorporate e-commerce into their operations and adhere to quality standards; and SME
development agendas that are aligned with regional integration efforts. Indeed, regarding
the latter point, over the past decade each of the main regional trade blocs to which the LA7
countries belong (Pacific Alliance, Southern Common Market, Andean Community) have
developed institutional frameworks with specific programmes to support SME
development. However, the LA7 countries still tend to fall short when it comes to the M&E
of these efforts, and should prioritise the creation of, or strengthening of existing, M&E
systems in order to effectively measure these policies’ impact and ensure the effective use
of public funds in supporting SMEs’ international market access.

SME Policy Index 2019 Scores for the LA7

Table 0.1 presents the 2019 assessment scores for each LA7 country, as well as for the LA7
and Pacific Alliance (PA). It is broken down by dimension, sub-dimension and thematic
block, as well as the overall mean, standard deviation (StD) and weights used for each
element. Scores range between 1 and 5, with a higher score indicating a more advanced
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level of policy development and implementation. For the detailed methodology of the
assessment, please see Chapter 2.

Table 0.1. LA7 2019 SME PI scores

Dimension /sub- Weight ARG ECU URU CHI COL MEX PER Avg. Avg. StD
dimension / thematic LA7 PA4
block
1. INSTITUTIONAL FRAMEWORK 347 344 374 386 405 446 364 381 4.00 0.33
1.1 SME Definition 20% 5.00 4.33 5.00 3.67 4.33 4.33 3.00 4.24 3.83 0.66
Thematic Block 1: Plann 100% 5.00 4.33 5.00 3.67 4.33 4.33 3.00 4.24 3.83 066
& Design
1.2 Strategic Planning, 40% 2.98 3.19 3.59 4.06 4.00 4.77 3.75 3.76 4.15 055
Policy Design and Co-
ordination
Thematic Block 1: Plann  35% 1.48 292 3.37 455 3.37 4.48 322 334 390 0.96
& Design
Thematic Block 2: 45% 4.00 3.00 3.67 3.67 5.00 500 4.17 4.07 4.46 0.68
Implementation
Thematic Block 3: 20% 3.30 4.07 3.79 411 285 4.78 3.73 3.80 3.87 057
Monitoring & Evaluation
1.3 Public-Private 20% 2.62 350 292 343 3.76 4.26 3.67 3.45 3.78 0.50
Consultations
Thematic Block 1: 35% 241 429 351 3.67 406 4.68 359 3.74 4.00 0.67
Frequency and
Transprency

Thematic Block 2: Privai  45% 3.20 4.00 2.13 3.73 3.87 3.60 433 355 3.88 0.66
Sector Involvement

Thematic Block 3: 20% 1.67 1.00 3.67 2.33 3.00 5.00 233 271 3.17 1.23
Monitoring & Evaluation
1.4 Measures to Tackle 20% 3.76 3.01 3.61 4.07 4.16 4.17 4.04 383 4.11 0.39

the Informal Economy
Thematic Block 1: Plann 35% 3.01 1.78 3.39 3.89 4.83 384 472 3.64 432 0.97

& Design

Thematic Block 2: 45% 450 450 450 450 450 450 450 450 4.50 0.00
Implementation

Thematic Block 3: 20% 340 180 200 340 220 4.00 180 266 285 0.85

Monitoring & Evaluation
2. OPERATIONAL ENVIRONMENT /

SIMPLIFICATION OF 250 278 292 321 290 377 268 296 3.14 0.39
PROCEDURES
2.1 Legislative 30% 1.63 214 176 298 233 380 233 242 286 0.69

Simplification and
Regulatory Impact

Analysis

Thematic Block 1: Plann ~ 35% 1.50 2.75 125 350 175 425 250 250 3.00 1.02
& Design

Thematic Block 2: 45% 2.00 2.17 250 1.67 3.17 350 200 243 258 0.62
Implementation

Thematic Block 3: 20% 1.00 1.00 1.00 5.00 144 3.67 2.78 227 322 1.47
Monitoring & Evaluation

2.2 Company 25% 2.65 264 351 3.13 328 393 298 316 3.33 0.43

Registration

Thematic Block 1: Plann  35% 3.40 3.60 3.60 3.40 380 4.80 3.20 3.69 3.80 0.49
& Design

Thematic Block 2: 45% 2.80 2.40 3.00 3.20 3.00 3.00 280 2.89 290 0.24
Performance
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Dimension /sub- Weight ARG ECU URU CHI COL MEX PER Avg. Avg. StD
dimension / thematic LA7 PA4
block
Thematic Block 3: 20% 1.00 150 450 250 3.00 450 3.00 2.86 3.12 1.25
Monitoring & Evaluation
2.3 Ease of Filing Tax 25% 233 233 233 322 233 278 233 252 267 0.32
Thematic Block 1: 100% 2.33 2.33 233 322 233 278 233 252 267 0.32
Performance
2.4 E-government 20% 3.84 446 4.64 3.63 398 476 3.26 4.08 391 0.2
Thematic Block 1: Plann  35% 5.00 500 5.00 3.67 5.00 5.00 5.00 4.81 4.67 0.47
& Design
Thematic Block 2: 45% 420 3.80 4.20 3.00 4.07 4.47 247 3.74 350 0.68
Implementation
Thematic Block 3: 20% 1.00 5.00 5.00 5.00 2.00 5.00 2.00 357 350 1.68
Monitoring & Evaluation
3. ACCESS TO FINANCE 417 344 330 374 426 391 355 3.77 3.86 0.34

3.1 Legal, Regulatory and 25% 4.60 4.07 425 348 396 4.73 429 420 4.11 0.39
Institutional Framework

on Access to Finance

3.1.1 Banking Regulatio  25% 5.00 4.20 4.20 1.00 1.00 5.00 5.00 3.63 3.00 170
Thematic Block 1: Plann  100% 5.00 4.20 4.20 1.00 1.00 5.00 5.00 3.63 3.00 1.83
& Design

3.1.2 Legal Regulatory 25% 3.40 2.07 3.47 357 485 457 217 3.44 3.79 0.98
Framework for Commer:

Lending

Thematic Block 1: Credi 50% 2.00 1.33 233 233 500 433 333 295 3.75 1.23
Rights (World Bank

Indicators)

Thematic Block 2: Tangi 50% 4.80 2.80 4.60 4.80 470 480 1.00 3.93 3.83 1.37
and Intangible Assets

Register

3.1.3 Credit Information 25% 5.00 5.00 5.00 5.00 5.00 5.00 5.00 500 5.00 0.00
Bureau

Thematic Block 1: (Worl 100% 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 0.00
Bank Indicators)

3.1.4 Stock Market 25% 5.00 5.00 4.33 433 500 433 500 4.71 467 0.33
Operations and Facilitie:

for SMEs Listing

Thematic Block 1: Plagin 100% 5.00 5.00 4.33 4.33 5.00 4.33 5.00 4.71 4.67 0.36
& Design

3.2 Diversified Sources 25% 4.91 453 418 461 4.63 4.83 3.65 4.48 4.43 0.40
of Enterprise Finance

3.2.1 Bank Credit or Loz 65% 4.87 4.89 4.47 487 447 4.89 423 4.67 4.61 0.26

Thematic Block Bank 50% 5.00 5.00 5.00 500 5.00 5.00 5.00 5.00 5.00 0.00
products

Thematic BlockGredit 50% 456 4.64 322 456 322 4.64 242 390 3.71 0.85
Guarantee Schemes

3.2.2 Microfinance 10% 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 0.®
Thematic Block 1: Plann  100% 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 0.00
& Design

3.2.3 Alternative Source  25% 5.00 3.40 3.11 3.80 491 460 1.62 3.78 3.73 1l.11
of Enterprise Finance

Thematic Block 1: Asset  40% 5.00 4.33 4.8 3.00 478 5.00 256 4.21 3.83 0.93
Based Finance

Thematic Block 2: 30% 5.00 233 1.67 3.67 500 3.67 1.00 3.19 3.33 1.46
Crowdfunding
Thematic Block 3: Equit 30% 5.00 3.22 2.33 500 5.00 5.00 1.00 3.79 4.00 152
Instruments
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Dimension /sub- Weight ARG ECU URU CHI COL MEX PER Avg. Avg. StD
dimension / thematic LA7 PA4

block
3.3 Financial Education 25% 4.10 3.05 191 2.86 4.28 3.33 3.08 323 339 0.74
Thematic Block 1: Plann  35% 3.08 2.75 2.58 4.25 425 375 250 331 3.69 0.71
& Design
Thematic Block 2: 45% 5.00 420 1.80 2.60 5.00 3.40 4.20 3.74 3.80 1.12
Implementation
Thematic Block 3: 20% 3.86 1.00 1.00 1.00 2.71 243 157 194 193 1.02
Monitoring & &uation
3.4 Efficient procedures 25% 3.05 213 286 3.99 4.17 275 3.16 3.16 3.52 0.66
for dealing with
bankruptcy

Thematic Block 1: Desig 50% 3.77 258 3.05 432 434 183 332 332 3.45 0.85
& Implementation

Thematic Block 2: 50% 2.33 1.67 2.67 3.67 400 3.67 3.00 3.00 3.58 0.78
Performance

4. SME DEVELOPMENT

SERVICES AND PUBLIC 414 329 439 475 4.08 421 380 4.09 4.21 0.42
PROCUREMENT

4.1 Business 40% 4.03 2.85 4.65 478 435 459 413 420 4.46 0.61

Development Services
Thematic Block 1: Plann  35% 3.00 3.00 4.50 450 4.75 450 4.00 4.04 4.44 0.69

& Design

Thematic Block 2: 45% 5.00 2.67 5.00 5.00 4.33 4.67 433 443 458 0.77
Implementation

Thematic Block 3: 20% 3.67 3.00 4.11 478 3.67 456 3.89 395 422 055
Monitoring & Huwation

4.2 Entrepreneurial 35% 4.17 3.41 437 468 407 3.86 350 4.01 4.03 042
Development Services

Thematic Block 1: Plann  35% 3.40 3.40 4.20 420 4.20 4.20 3.40 3.86 4.00 0.40
& Design

Thematic Block 2: 45% 5.00 4.09 4.82 500 4.45 427 4.09 453 445 0.37
Implementation

Thematic Block 3: 20% 3.67 189 3.67 4.78 3.00 233 233 310 3.11 0.93
Monitoring & Evaluation

4.3 Public Procurement 25% 4.27 3.83 3.99 479 364 411 3.69 4.05 4.06 0.37
Thematic Block 1: Plann  35% 4.80 2.80 4.00 440 3.00 3.60 4.60 389 390 0.72
& Design

Thematic Block 2: 45% 4.43 5.00 4.43 500 4.43 5.00 329 451 443 0.57
Implementation

Thematic Block 3: 20% 3.00 3.00 3.00 5.00 3.00 3.00 3.00 3.29 3.50 0.70

Monitoring & Evaluation
5. INNOVATION AND

321 316 379 445 378 439 350 3.75 4.03 0.48

TECHNOLOGY

5.1 Institutional 33% 323 254 410 475 463 453 298 3.82 422 083
Framework

Thematic Block 1: Plann  35% 2.79 188 4.14 46 4.89 4.03 3.13 364 4.18 1.01
& Design

Thematic Block 2: 45% 3.67 3.44 456 5.00 456 500 344 424 450 0.65
Implementation

Thematic Block 3: 20% 3.00 1.67 3.00 433 433 433 167 319 367 1.11
Monitoring & Evaluation

5.2 Support Services 33% 239 373 332 391 279 375 327 331 343 051
Thematic Block 1: Plann  20% 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 0.00
& Design

Thematic Block 2: 60% 3.32 4.65 3.97 452 2.87 4.47 345 389 3.83 0.64

Implementation
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Dimension /sub- Weight ARG ECU URU CHI COL MEX PER Avg. Avg. StD
dimension / thematic LA7 PA4
block
Thematic Block 3: 20% 1.00 3.67 3.67 5.00 4.33 433 500 386 4.67 1.27
Monitoring & Hwation
5.3 Financing for 33% 4.00 3.21 395 470 394 488 424 413 444 0.51
Innovation
Thematic Block 1: Plann  35% 4.33 3.00 4.67 5.00 4.67 4.67 433 438 4.67 0.60
& Design
Thematic Blo2k 45% 4.00 4.00 4.00 450 450 500 400 429 450 0.36
Implementation
Thematic Block 3: 20% 340 1.80 2.60 4.60 140 5.00 460 3.34 390 134

Monitoring & Evaluation

6. PRODUCTIVE
TRANSFORMATION 378 347 362 450 439 439 393 401 4.30 0.39

6.1 Productivity- 33% 3.05 385 3.29 452 437 455 4.08 396 4.38 0.55
enhancing measures

Thematic Block 1: Plann 35% 257 393 4.14 429 436 436 4.71 4.05 4.43 0.64

& Design

Thematic Block 2: 45% 3.40 3.40 3.00 500 4.60 5.00 420 4.09 470 0.76
Implementation

Thematic Block 3: 20% 3.10 4.71 243 3.86 3.86 386 271 350 357 0.74
Monitoring & Evaluation

6.2 Productive 33% 457 285 3.68 4.62 443 449 3.68 4.04 430 061

Association-enhancing
measures

Thematic Block 1: Plann  35% 5.00 4.56 5.00 5.00 4.56 5.00 3.22 4.62 4.44 0.60

& Design

Thematic Block 2: 45% 433 220 2.73 460 460 460 4.33 391 4.53 0.93
Implementation

Thematic Block 3: 20% 4.33 133 350 4.00 3.83 3.33 3.00 3.33 354 091
Monitoring & Evaluation

6.3 Integration to Global 33% 3.74 3.70 3.89 437 438 4.13 4.04 404 423 0.26
Value Chains

Thematic Block 1: Plann  35% 4.75 4.75 4.63 475 4.75 450 4.63 4.68 4.66 0.09
& Design

Thematic Block 2: 45% 4.17 350 4.00 4.17 500 450 450 426 454 0.4
Implementation

Thematic Block 3: 20% 1.00 2.33 233 4.17 233 267 200 240 279 0.87

Monitoring & Evaluation

7. ACCESS TO MARKET

AND 371 382 436 433 443 414 410 413 425 0.26
INTERNATIONALISATION

7.1 Support Programmes 40% 3.9 4.02 478 449 474 453 454 443 458 0.31
for Internationalisation

Thematic Block 1: Plann  35% 3.60 5.00 5.00 4.20 4.80 4.20 5.00 4.54 455 051

& Design

Thematic Block 2: 45% 4.84 349 4.63 471 492 492 443 456 4.74 0.47
Implementation

Thematic Block 3: 20% 2.38 350 4.75 450 4.25 425 400 395 425 0.74
Monitorgp & Evaluation

7.2 Trade facilitation 15% 4.25 433 4.25 4.67 4.67 358 4.67 435 4.40 0.36

Thematic Block 1: Trade 25% 4.00 3.33 4.00 4.67 4.67 433 467 424 458 0.46
Facilitation Indicators

Thematic Block 2: Planni  25% 4.00 5.00 4.00 5.00 5.00 1.00 5.00 4.14 4.00 1.36
& Design

Thematic Block 3: 25% 5.00 5.00 500 5.00 500 5.00 500 5.00 5.00 0.00
Transparency and

Predictability
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Dimension /sub- Weight ARG ECU URU CHI COL MEX PER Avg. Avg. StD
dimension / thematic LA7 PA4
block
Thematic Block 4: 25% 4.00 4.® 4.00 4.00 4.00 4.00 4.00 4.00 4.00 0.00
Simplification of
Procedures
7.3 Use of E-commerce 15% 4.08 4.30 4.33 439 466 425 279 411 4.02 0.57
Thematic Block 1: Plann  35% 4.00 5.00 5.00 5.00 5.00 4.00 250 4.36 4.13 0.87
& Design
Thematic Block 2: 45% 5.00 4.20 4.20 4.60 5.00 500 380 454 460 0.45
Implementation
Thematic Block 3: 20% 2.14 329 343 286 3.29 3.00 1.00 271 254 0.80
Monitoring & Evaluation
7.4 Quality Standards 15% 195 3.71 3.87 479 442 448 441 395 453 0.89
Thematic Block 1: Plann  35% 1.00 5.00 3.50 5.00 5.00 4.50 5.00 4.14 4.88 1.38
& Desig
Thematic Block 2: 45% 2.60 3.40 4.60 460 4.60 5.00 420 4.14 4.60 0.78
Implementation
Thematic Block 3: 20% 2.14 214 286 4.86 3.00 329 386 3.16 3.75 0.89
Monitoring & Evaluation
7.5 Taking Advantage of 15% 4.02 241 3.87 3.03 3.15 320 3.33 3.29 3.18 0.50
the Benefits of Regional
Integration
Thematic Block 1: Plann  35% 3.75 2.00 3.75 2.88 3.69 3.38 4.19 3.38 3.53 0.67
& Design
Thematic Block 2: 45% 4.50 3.00 4.17 3.33 3.33 3.33 3.33 357 333 0.50
Implementation
Thematic Block 3: 20% 340 1.80 3.40 260 180 260 1.80 249 220 0.67

Monitoring & Evaluation

Note: For further information on how scores were calculated, please see Chapter 2.

Notes

see Figure 1.1 in Chapter 1 for more detailed information.

2 See Chapter 1 for more detailed information. It is also important to note here, as stated in Chapter 1, that it
would be erroneous to conclude that most entrepreneurs in the region operate in the informal sector, since the
reality in the region is the opposite: the number of microentrepreneurs formalized is higher than those who
remain in an informal condition.

3 For a further explanation of this concept, see https://www.caf.com/en/topics/p/productive-transformation/;
https://www.ilo.org/employment/areas/industrial-policy/lang--en/index.htm; and (UN-Habitat, 2015(y).
Overall productive transformation aims to create jobs and foster sustainable growth through sectoral
transformation from agriculture to manufacturing and service sectors; diversification into new economic
activities and into increasingly complex products across sectors; and technological change within sectors.
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Key Findings by Dimension: Regional Level

Institutional framework (Dimension 1)

Table 0.2. Dimension 1: Policy recommendations

Policy Area Challenges/ Policy recommendations
Opportunities
SME definition The SME definition o Base the SME definition on criteria that are easy to measure
sets the scope of and verify, avoiding complex, sector-specific definitions. To
SME policy; it is avoid any possible interpretation issues, the definition should,
important that it is for instance, clarify the status of the self-employed and
consistently used introduce an independence clause. Employment is considere
across the public good proxy for enterprise size, but the employment crite
administration and widely used assothe LA7. Wide consultations should cor
wellunderstood by within the public administration and with the private
the enterprise ensure that the definition is applicable across various pt
population. and well understood by the enterprise sector.
e Move towards a co-ordinated SME definition within the
regional trading blocs and in particular within the Pacific
Alliance. As regional economic integration is progressi
important that SME definitions converge at regional leve
Strategic SME policy is most e  Make sure that SME policy is fully integrated in new strategic

planning, policy
design and co-
ordination

effective when is

organied around a
mediunterm

strategy, contains
measurable targets

and is anchored in

the count
economic

development

strategy. Many LA7 .
countries are
entering a phase of
new strategic
planning or are
reviewing current
development
strategies.

development plans. The plans should be based on, :
evidenckased analysis and include a set of SMie|zdbéd
objectives that are at the stame realistic, measurable
relevant. If oriented towards productive transforma
strategic plans should also identify the targeted typc
enterprises, sectors and productive areas. Attention ¢
placed in defining the poliegrdimation mechanisms anc
assuring a coherence between objectives, policy tools &
allocations.

Review the results achieved during the implementation of any
current plans relevant to SME development and incorporate
lessons learned into the new strategic plans. As strategic plar
in several LA7 countniearcompletion, it is important to col
a comprehensive review of
and take stock of the lessons learned.

Elaborate detailed action plans and introduce key performance
indicators (KPIs) to keep track of strategy implementation.
Action plans are crucial instruments in strategi
implementation, as they specify the concrete actions tt
undertaken to meet the fty
at institutional level, and allocate budgets. KPIs are es
track implementation progress and react with the intro
corrective measures in case of disruptions.

Review the system of calls for proposals (convocatorias
Conduct a revieifvthe current call for proposal procedur
implementation mechanisms and experiment wilfrestc
systems of public support programme management, inc
developmenfjoint publprivate partnership projects.
Introduce a separation between the policy planning,
implementation and M&E functions and consider the
establishment of specialised government agencies in charge
of SME development, ifthey do not already exist.

Improve strategy/programme monitoring systems and
establish the basis for conducting impact evaluations for the
most important SME programmes. The LA7 countrigenerally
devoteoofewresource®M&E, missing the opportunity to ¢
and improve the quality of their policy interventions. The
to conduct M&E funtishould be clearly specified in the
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Policy Area

Challenges/
Opportunities

Policy recommendations

Public-private
consultations
(PPCs)

Measures to
tackle the
informal
economy

In many LA7
countries, the main
PPC channel is
through private
sector participation
in consltative
councils.

LA7 countries are
stepping up efforts
to bring down their
levels of informality
but they often focus
on specific issues
(labour informality,
tax evasion) and
lack a
comprehensive
strategy.

strategic plans, while timing and resources should be ii
the actions plans.

Significantly enlarge private sector representation in relevant
consultative councils, so that organisations representin
whole spectrum of the SME population are included. It is
that consultative council represeigationentirely captured
the organisations representing the larger and more e:
enterprises.

Establish an open and transparent system of PPCs by opening
up new channels for consultations using a range of modalities
such as blogs, digital platforms, focus groups and informal
meetings. The SME population is under constant transfc
and public institutiomgsthave an understanding of the on
changes in order to desigtablgolicies.

Use PPCs not only to solicit private sector support, but also to
build public-private partnerships. PPCs should cover all
phases of the policy cycle and encourage public an
institutions to move towards the development of joint
where public support is conditiamiidect engagement the
private sector.

Develop a comprehensive mid-term plan to tackle the various

aspects of informality at the same time, including the

definition of realistic and measurable targets. Informality is

complex phenomenon with extensive social and ¢
implications. It requiregerating on various fronts (la
legislation, tax legislation, legislative simplificatiol
regulations, etc.) and the creation of synergies among tt
measures and incentives, while at the same time stre
enforcement mechanisms.

Build a wide alliance against informality by bringing together
representatives of the enterprise sector, trade unions, local
authorities and central administration institutions. Joint action:
are often more effective than uncoordinated ones, as
erterprises are quicto spot loopholes and regula
inconsistencies. While at enterprise level informality r
shorterm gains, particularly for traditional microenterpris
are clear collective gains from reduction of informality
aliance will allow for an effective exchange of data anc
view and may contribute to iregihe public level of tolera
towards informality.
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Operational environment/simplification of procedures (Dimension 2)

Table 0.3. Dimension 2: Policy recommendations

Policy Area Challenges/Opportunities Policy recommendations

Regulatory Asystematigpproach to Elaborate a mid-term regulatory reform plan, based on

reform and regulatory reform is missing i the result of a comprehensive regulatory review and

administrative most LA7 countries, even if il inputs from private sector associations and

simplification ~ severatases regulatory refor stakeholders. Regulatory reform is a complex
and legislative simplification undertaking. It requires careful planning, as it may
one of the priority areas legislative changes and the identification and revie
identified in strategic redundant regulations. The plan must be complen
development plans. by an action pland policy emrdination mechanisms.

must also focus on the areas where regulatopnees
andoveraladministrative burden are the highest

RIA The application of RIA impro Introduce mandatory RIA, if not done yet, for the most

application the quality o relevant legislative and regulatory acts affecting
regulatory environment and economic and enterprise activity. Anumber of steps
reduces the risk of introducin have to be completed to achieve a smooth and ef
new unnecessary regulatory introduction of RIA. Those steps includgrgetif
restrictions and of further bodyor boies responsible &mplyinghe RIA, defirg
increasing the administrative the RIA scope and legislativeiraeelabomagthe
burden imposed on the SME application guideliresdtrainingivil servasit
sector.

Company Complex company registratic Review current procedures for company registration

registration
and starting a
business
procedures

Tax filing

e-Government
services

and starting a business
procedures act as entry barri
to new enterprises, distort th
alloation of resources in the
initial phase of enterprise
activity, and may contribute t
push new enterprises toward
informality.

Tax filing in most of the LA7
complex and time consuming

The introduction ef e
government services througk
digital platforms could potent
improve access to governme
services and reduce significe
the time and cost associated
withthe completion of regular
administrative procedures.

and starting a business and identify the main

procedural barriers. In many &®s, the main costs ani
delays involved in starting a business stem from tt
to obtain notary certification of the registration doc
and notify and register the new company with diffe
public institutions. These requirements can often t
grealy simplified without compromising the quality
registration process.

Introduce one-stop shops (OSSs) across the country

and strengthen orientation and advisory services for
new entrepreneurs. OSSs can significantly reduce tr
time required to cdet@ registration procedures, but
require active-oodination by the various institutions
involved.

Extend online registration facilities. Advances have
been made in introducing online registration proce
several LA7 countries, but thetgrajeamostly still in
pilot phase and it is seldom that the entire procedt
be completed online.

Review tax-filing procedures, particularly those related
to VAT refunding and post-filing company auditing by
tax authorities.

Facilitate the access of SMEs to e-government services
through better communication with the enterprise
community and the provision of orientation courses

and assistance services. The LA7 are making good
progress in diversifying the ranggowémment
services, including spreading the adoption of the €
signature and other types of digital identification. I
therefore important that SMEs are well informed a
opportunities offered dyegnment digital platforms a
are in a position to take full advantageroices.
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Access to finance (Dimension 3)

Table 0.4. Policy recommendations

Sub-
dimension

Regulatory
framework

Sources of
financing

Financial
education

Challenges/opportunities

Policy recommendations

The regulatory framewark
secured transactions mus
be aligedto international
standards.

Land records, as well as 1
andpersonal property, cot
be updated and moderniz

The ecosystem of financit
opportunitiestimLA7 has
expanded in recent years
but lacks an appropriate
regulatory framework that
identifies the rights and
obligations of the differen
parties involved.

Several countries in the
region have a financial
education stegjyor are
developing it, but theyab
usually identify SMEs as i
key group.

Financial education
strategies can take
advantage of the knowlec
of the private sector to de
priorities and match polici
to the needs of the local
market.

Engaging iméncial literac
with the population from &
early age can allow them
make more profitable
financial decisions
throughout their lives.

Developing methods for
M&Enitiatives framed in
national financial educatic
strategies would alfovthe
scrutingf the population, ¢
well as the «esign of
policies to improve their

Creditors’ rights: Adapt the regulatory framewatdetmthen
the rights and prerogatives of creditors involved in trar
secured by collateral. This should allow the use of fixe
movable assets, without prejudice to the descriptions |
in the agreements and whose obligations are derikied
agreements reached by the parties. This legal framew
should ensure that creditors of secured debts have pri
take possession of assets placed as security in the ev
insolvency and liquidation. The regulatory changes m:
Colombia dng the last five years in this section may re
lessons for other countries in the region.

Asset registry: Consider the creation of comprehensive,
and freely accessible registers of land and movable as
some cases these systems are ethhggubational
entities. The unification, homogenization and periodic
publication of this information corsttilbuéelucing
asymmetries of information regarding the availability ¢
collateral that all companies can use to access financi
sources.

Crowdfunding: While colleotifinancing mechanisms are
incipient in the region, a set of rules designed for this ¢
could increase confidence, and thus the penetration o
schemes

Improve the support offer for SMEs: Identify SMEs as part
the financial education strategy with products aimed a
segment, including adyisod accompasint programs
desi gn e dneedsinmindBisvcEnsbe
complemented with lines of action defined for the othe
groups defined in the strategy, for example, heads of 1
youth or women, among others. Offer recommendatio
corcerning the basic competencies that should be incc
into the specific financial education programmes for S
Inclusion of the private sector: Involve the needs of the
private sector in the national financial education strate
particular, lagdinancial institutions and others specializ
providing services to small entrepreneurs can provide
suggestions on the type of content to be included in fit
training programss. Other private sector organizations &
education service providansbe included in periodic
consultations.

Financial education in schools: Incorporate business
development and personal finance issues as part of tr
mandatory secondary school curriculum, although the
can also be included in multiple stabesdticational
process. In cases where educational institutions have
independengas in the case of Colombia, governments
still offer and develop tools that ediiseghnd modified by
particular institutions.

M&E: Develop performamacators for the different finan
education initiatives that allow for monitoring the progt
made with respect to the goals and objectives identifie
performance indicators should be collected and publis
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Sub- Challenges/opportunities Policy recommendations
dimension
implementation and periodically and transparentydén to allow the different
effectiveness stakeholders to follow up and make recommendations
the implemented programs. These indicators can gath
information regarding the financial knowledge of the
beneficiaries and the impact on the results obtaiimed b
entrepreneurial initiatives. The pilot programmes deve
BCRA through randomised dedtto& can serve as an
example of good practice in assessing the impact of tt
initiatives.
Bankruptcy Complement the regulato Secured transactions: Expand the regulatory framework
proceeding framework ofsured secured transactions to include elements that inform ¢

transactions to include
prerogatives to creditors i
case of insolvency.

MostLA7countriekack a
unified and accessible
registry of insolvent
companies.

The average cost and
duration of bankruptcy
proceedings remain costl
and prolonged

of insolvency situations, allow them to have priority to
their claims, and recover their assets even after busini
organizain.

Bankruptcy and exoneration registry: Develop a unified an
freely accessible register of companies in a state of in
This must be integrated with a regulatory framework tt
for the elimination of restrictions imposed on insolvent
entepreneurs after a prudential period (usually less thi
years) after which the registries of their insolvency sitt
should be automatically excluded.

Cost and duration of bankruptcy proceedings: Some legal
and regulatory efforts have been madiec® tlee periods «
insolvency and judicial liquidation, as well as the asso
costs. However, bankruptcy proceedings are still extel
burdensome and need to be simplified.

SME development services and public procurement (Dimension 4)

Table 0.5. Dimension 4: Policy recommendations

Policy Area  Challenges/Opportunities Policy recommendations
Business There is in general a rich offer of | e  The LA7 countries could include more complete
development  for SMEs and entrepreneuocssicr and concrete BDS actions in their national
services for the LA 7 countries; however, economic agendas or strategies. By complete we
SMEs and information on BDS is in many ca mean the countries should first assess the va
entrepreneurs  limited and fragmented. In additio BDS already existing through different supplie

there is ample scope to make bet
strategic use of the rich BDS mar|
achieve national economic and sc
objectives.

then introduce services for wigoh is demand
and no supply. By concrete we mean the des
of specific actions (e.g. types of BDS), respor
parties (i.e. public or private actors), resource
available (human, financial and technical), tar
(e.g. number of beneficiarieB$j Bnd expected
impact (e.g. increased employment, sales,
productivity).

e  As an alternative to the previous point, the LA7
countries could develop (a) explicit SME
strategies with horizontal actions to improve the
business environment and (b) targeted
programmes to provide direct support to specific
SMEs and entrepreneurs. Those strategies coulc
be connected to the national economid ipdans.
design of those strategies should be informec
detailed diagnostics of the needs of SMEs an
entepreneurs (wh already existmost LA7
countries) and by analyses of the current sup
BDS (which exists only in Colombia).
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Policy Area Challenges/Opportunities Policy recommendations

o Developing and implementing a strategic
document governing the provision of BDS (and
SME policy in general) would also help improve
assessments of programme effectiveness.
Currently, most countries monitor and evaluai
BDS programmes at the individual or bundle |
However, they are not evaluated at the wider
level. Such an evaluation might assess, for e
the effesteness of support given to actors in t|
entrepreneurial ecosystem in actually increas
number afynamic and innovative prog@udshe
extenttowhit(hgr adudédtrioont he
accelerator stagecurs andontributeto higher
productity in the econamy

o The LAY countries could also increase their
efforts to facilitate access to information on the
various BDS programmes available to SMEs and
entrepreneurs. The creation of online informatic
platforms such as those operating in Btekic
Uruguayand to a lesser extent in Argentina, (
and Perucould be of inspiration.

Public Facilitate SME access to public o  Develop e-procurement systems and implement

procurement procurement while keeping the virtual and physical training to teach suppliers
efficiency and competition of publ how to take advantage of those systems.
markets. ¢ Introduce specialised BDS to encourage SMEs to

participate in public procurement. Those could
include supplier development programmes, ir
to helfBMEs to form consortia, training in selli
the State, and others.

Innovation and technology (Dimension 5)

Table 0.6. Dimension 5: Policy recommendations

Policy Area Challenges/Opportunities Policy recommendations
Institutional Some countriase implementing e  Develop new strategic plans for innovation policy for
framework for  productive transformation and SMEs and entrepreneurs in those countries that
innovation development agenttztinclude finished implementing theitiyeamgendas 2018
policy innovation as an important policy Lo . i .
elementOther countriage e  Establish innovation components in economic agendas
developingational innovation or pass the draft innovation agendas in countries that

strategies do not yet have a strategy in this area.

o  Consider whether the level of detail in the innovation
pillars and actions identified in the agendas is
sufficient. This assessment does not aim to determ
appropriate and complete the innovation actior
agendas are. However, in some cases the dia
sections of the innovation performance of the priv.
appear as toomew. Mre importantly, there appee
be no straightforward link between the diagnostic
actions. Isome other casdbe diagnostisectionsre
more detailed, but there is also an apparent absi
link between diagnostic and priority actions.

o Develop or strengthen national innovation systems,
includingby specifyingxplicit roles and coordin:
mechanisms amp actors.Include SME innovai
committees in those systems to facilitate a :
approach in this area.
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Promote a more structured approach to disseminating
information on innovation support programmes,
including through online platforms.

Support Most countries implement a wide e
services and variety of support programmes fol
financing for innovation, including finarficing
innovation innovation. However, information

entrepreneurs on those programn
often disperse. Furthermore, evid

on M&E results is often absent.

e  Better track and publish information on the impact of
innovation support, both at the programmatic and

policy levels.

Productive transformation (Dimension 6)

Table 0.7. Dimension 6: Policy recommendations

Policy Area Challenges/

Opportunities

Policy recommendations

Productivity Current strategies do n

enhancing  go beyond a collection

strategies  lines of action/project
fiches to include a robu
action plan with
corresponding
quantifiable, tifheund,
performaneariented
targets.

While current strategies
are used to guide SME
productive developmen
efforts, they do not inclt
targeted objectives rela
to the relevant SME
population.

Current strategies
generally lack establish
priority sectors; at the
programmatic level,
selection of priority
sectors is sporadic or-n
existent.

Productive
association
enhancing
measures &

In general, associativity
and valuehain support
programmes are recent
pilot in nature, and limit
integration  to the support of selectt
into global  projects via calls for
value chains proposals.

Align productive transformation strategies with robust action
plans, including measurable, time-bound indicators that go
beyond the measurement of process to capture performance.
Her e, Col omb i(aad its coeSgpmNlind=astiorB !
papand Peru’'s Compe20l8areven:
instructive examples, though even these could be further
in terms of performarelated indicators.

Incorporate targeted key performance indicators (KPls),
measuring SME performance, into strategic action plans

and/or productive observatories. He r e , P e ivenéss
Agenda 2012018 is a good example of how to incorporate
targeted objectives for specific programmes and/or SME:
wider agenda. These programmatic targets should be
complmerted by mactevel targets relateMEproductivity
inhighprority sectors.

Establish high-priority sectors for SME productive
transformation at strategic level, while maintaining flexibility

for future adjustments. This could help policymakers to mor
clearlyistinguisbetween general SME development meas
relevantothe entire SME population andspecéic
interventions in priority sectors related ¢xéiss pf productiv
transformatiofransversal actions (such as those related t:
associativity and value chains) could be targeted to these
sectors, or specific sectoral action plans could be develoj
alignment with general transversiilggtiam either case, this
would help to ensure that government support, across va
ministries and programmes, is directed towards the segmr
SME population most able to contribute to the transforme
country’'s productive stru

Building on pilot programmes, which generally use passive

“call for proposals” mechanisms, mobilise wider public-

private partnerships and inter-ministerial government support
for cluster and value-chain initiatives. Mapping existing clustt
and developing a cditsted database of existing public su|
mechanisms (as well as commercial intelligence on key v
chains) could serve to mobilise a wider support ecosystel
development of clusters and value chains, building on cu
initiatives. Van® LAY cases are instructive here, such as t
“Executive Roundtables f ol
by Argenti naiprivitheatempat ti
Chile's “Strategic Progral
Col ombDG@I" s t“eRrE” mappi ng an
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Policy Area

Challenges/
Opportunities

Policy recommendations

Detailed M&E efforts te
to exist only at project
level, without publicly
available information.

M&E efforts are genera
limited to reporting on

ouputindicators (numbe
of participants, amount
funding provided) and ¢
not providefermation or

outome®r impact

Set KPIs at the programme/call-for-proposals level. While
detailed evaluation of individual projects is importtmnt, it fe
capture the overall programmdefgaibposals impact and is
often too difficult/diverse to report publicly. ThelseukPi®
beyond measuring participation/funding, and instead see
capture re@lorld impadh¢rease in cluster satgs.)They
should be published as part of the programme/call for prc
information, at its time of establishment.

Incorporate outcome indicators related to satisfaction. In some
cases, this is already practiced by the LA7 countries via ¢
All LA7 countries should consider:

0 Incorporatiraysatisfaction survey requirement ini
theirSME development support programming
(digitalisation of these surveys would facilitate
assessment of the results); and

o Integrating the survey results into their public re

Incorporate impact assessment measures. While satisfaction
surveys can sereecapture a measure of programme outce
they still fall short of robust impact assessment, which is .
important tool for governments to assure the efficient inve
public funds. LA7 countries could consider the following ¢
incorporatenpact assessment as a regular part of their

programmir}g:

0 Retain contact with applicants that are not selec
programme beneficiaries, in order to create a ct
group for further impact assessment.

0 Budget funds for an external independent evialu
be conducted after a set initial evaluatiorAplgriic
programme implementation accordingly, based
the independent and private sector feedback.

Access to market and internationalisation (Dimension 7)

Table 0.8. Dimension 7: Policy recommendations

Policy Area
Dimension Level

Monitoring and
Evaluation (M&E

Challenges/Opportunities

Programme design proc
lacks attention to M&E,
viewing this as a concer
be addressed after
implementahn begins.

M&E efforts are general
limited to reporting ompot
indicators (number of
participants, amount of
funding provided) and d
provide information on
outome®r impact

Policy recommendations

e Incorporate and publish M&E processes in
programme/call-for-proposal regulations from the
outset. During the assessment process, many LA7 ¢
did not respond to questions related to M&E within 1
dimension, noting that their progsawerein the
beginning phases of implementation. While some of
programmes had M&E schemes integrated into the
programme design, this was not the case for the me
The recommendations below should be incorporate
the outset, and publistedat of the programmeiaall
proposal guidelines.

¢ Incorporate outcome indicators related to satisfaction. In
some cases, this is already practiced by LA7 countr
surveys that are collected after a training course All
countries should consider:

0 Incorporatirgysatisfaction survey requireme
into their SME developmetostip
programming (digitalisation of these surve
would facilitate assessment of the results)

0 Integrating the survey results into their pul
reporting.
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Policy Area Challenges/Opportunities

Detailed M&E efforts ter
exist only at project leve
without publicly available

information.
Sub-dimension
Level
Support Support services, beyon

Progammes for  provision of general

Internationalisatic information via a webpa
are lacking for SMEs
regarding compliance w
rules of origin (RoOs) ar
certification procedures.

Trade Facilitatior “ Easy Expor
for SMEs lack linkages t
encourage scale
up/engagement with a w
range of services.
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Policy recommendations

Incorporate impact assessment measures. While
satisfaction surveys can serve to capture & wfeasur
programme outcomes, they still fall short of robust il
assessment, which is an important tool for governm
assure the efficient investment of public funds. LA7
could consider the following steps to incorporate im
assessment agegular part of their programming:

0 Set key performance indicators (KPIs) at t
programniealiforproposal level. These
indicators should go beyond measuring
participation/funding, and instead seek to
real world impact (number of benefibiries
export for the first time, etc.).

0 Retain contact with applicants that are not
selected as programme beneficiaries, in o
create a control group for further impact
assessment.

0 Budget funds for external independent
evaluation, to be conductedeederrinitial
evaluation period; and adjust programme
implementation accordingly, based on bot
independent and private sector feedback.

Set KPIs at the programme/call-for-proposal level. While
detailed evaluation of individual projects is importan
to capture the overall programnfiefpatiposal impact
and is often too difficult/diverse to report publicly.

Go beyond simply providing online information by also
guiding SMEs to support services. To make the existing
support ecosystem more visible, LA7 countries shot
include links to the training offered by both EPAs an
customs organisations on these topics from the wet
that provide information@@d=and certification
procedures.

Consider providing further targeted support to SMEs, via
the creation of trade facilitation portals/support centres.
Korea’s “FTA Pass” and
systems are good examples in this regard, providing
discounts and free training fetirfiesusers while
facilitating the certification of origin {OE€HS/ERIA,
20189). LA7 EPAs and SME export centres could c¢
including dedicated FTA support wittgertheés, and
raising the visibility of this support through the mect
suggested above. The ex
and call centres is also instructive in thigCbegard,
20140).

Encourage more institutionalised follow-up with “Easy
Export” programme users, in order to bring them into

the wider range of services offered by EPAs. While most
“Easy Export” programme
general exporting guides and, in some cases, other
programmes for exporters, a next step could be to €
regular follewp processes. Countriesr e gi on a
could be mobilised to falipwith new users to establis
next steps towards possible-gpaleurthermore, LA7
countries with mpliase exporter training programme
could better integrate these users into their wider
programmin, by i nt rExpoctacldr nays- t
conditionorfollonp st ep to using
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Policy Area

Use of €
Commerce

Quiality Standard:

Taking advantags
of the benefits of
LAC regnal
integration

Challenges/Opportunities

While AEO programmes
open to SME participatic
takeup is minimal.

LA7 countries have gen
invested in market resee
on SMEs use of e
commerce, but the resul
are dispersead generall
only available within wid
reports.

Support to SMEs in the .
of quality standards is
relatively diffused in LA7
countries, making it
challenging to capture a
overall picture of thxeat
and impact of public sug

Information provided by
government on FTAs is
generally restricted to th
existence, and the text c
agreement itself.

SME support measures
date have not been linke
the developmefiitpoiority
regional value chains, w
the exception of
MERCOSUR.

Countries have SME su
measures in place at
national level in similar g
areas (business
develoment services, et
with varying methods of
delivery.

Monitoring of KPls at
strategic level is hon
existent.

Policy recommendations

Include authorised economic operator (AEO) training in
EPA courses, and consider providing further support to
SMEs, such as expedited exam processed]axritne
security standards, subsidised fees, chgtiness
partnerships, and/or quotas. These methods have |
successful in facilitating SME AEO certification in bc
OECD and APEC counfA®EC Policy Support Unit,
2016).

Develop public/public-private e-commerce observatories
that are integrated with public strategies. While Chile an
Mexico have excellent and transparent qualitative n
of their digital stratediesse processes lack connectic
with KPlIs at the strategic level. Conversely, Colomkt
Ecuador have developed observatories, but could s
linkages with existing digital strategies. Overall, LA7
countries should mobilise guiblate partneiph to
harmonize@mmerce data collection and align it wit
strategic M&E processes.

Obtain private sector feedback from existing

beneficiaries of SME quality support
programmes/programmes in which quality certificati
support is possible. Conducting a thematic, inclusiv
of existing mechanismsl@ serve as a baseline to bet
understand the strengths and gaps of existing supp
measures.

Obtain further feedback from the wider SME population,

to assess their current knowledge of and potential ir
these services. Quality standard sfqu@BVES is
generally integrated into wider internationalisation s
programmes, lowering its visibility. This type of exer
could assist the public sector in better aligning its
programming to demand.

Create FTA online knowledge portals oriented towards
business opportunities. As stated in this chapter, both
Colombia and Peru serve as-p@mdice examples for t
LA7 in this regard. The
knowledge gap of the benefits provided by regional
integration efforts.

Invest in intelligence gathering on regional value chains
and opportunities at the trade bloc level, and develop
SME support programmes on this basis. Harnessing SM
development for progediiansformation necessitates
informed selection and prioritisation process, which
be aligned to the development of regional value chg

Invest in studies to learn from fellow trade bloc members

and harmonise efforts based on experiences. While each
country is unique, |l ear

experiences can accelgreggramme development an
lead to the identification of synergies and opportunit
collaboration. Furthermore, trade blocs could collab
insert jointly developed regional integration training
financing support into existing national seppartisms.

Develop KPIs to measure the outputs, outcomes and
impact of each mandate received / strategic objective at
working group level. Even without changing the annue
mandate working methottseoPA and CAN, SME wor
groups can strengthen the monitoring conducted wi
meetings through the introduction of KPls.
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Policy Area Challenges/Opportunities Policy recommendations

Public online reporting o e Develop annual public reporting at working group level,

the actions of traold o ¢ and integrate private sector consultations in the

SMErelated working gro dissemination process. While public reporting is quite .

is lacking. common process at the national level for LA7 SME
development activities, public information is lacking
trade blokevel, and could be harnessed as a mechar
encourage greater and wider private sector involver
awareness.
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Key Findings by Country
ARGENTINA
Figure 0.1. 2019 SME Policy Index scores for Argentina

= Argentina LA7 (average)
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4. SME DEVELOPMENT SERVICES
AND PUBLIC PROCUREMENT

5. INNOVATION AND TECHNOLOGY

This first OECD SME Policy Index assessment of Argentina demonstrates that the country
has a wide range of programmes and initiatives in place to support SME development,
ranging across the key areas of access to finance, business development services (BDS),
innovation, productive transformation, and internationalisation, among others. Indeed, the
country receives the second-highest score of those participating in this assessment for the
“Access to Finance” dimension (Figure 0.1). Moreover, some of the country’s recent
actions — such as the “Executive Roundtables for Productive Transformation” led by the
Ministry of Production and Labour, or pilot efforts related to e-commerce led by the
Argentine Agency of Investment and Foreign Trade (AAICI) — are innovative and/or
informative for the region in terms of creating a structured, targeted and participatory
approach to productive development, and demonstrate the strategic importance placed by
the country on harnessing SMEs as an important actor in the country’s productive
transformation and progressive internationalisation process. However, this diverse set of
actions at the programmatic level has not yet been formally structured in a strategic plan,
as other LAY peers do.

Ongoing efforts and pilot initiatives in Argentina, as well as nascent strategic efforts,
provide a basis for defining the country’s strategic objectives for the SME sector and
reviewing current programmes in light of those objectives. These efforts include the draft
Argentina Emprende (“Entrepreneurial Argentina”), which aims to cover enterprise
creation, start-up support and SME development; the efforts to develop the agenda
Argentina Innovadora 2030 (“Innovative Argentina 2030”); the creation of the Ministry of
Production and Labour’s “Productive Transformation Secretariat,” and the aforementioned
AAICI. Argentina’s current strategic efforts in the area of formalisation also provide a high-
quality example, though so far these have focused heavily on labour informality, whereas
enterprise informality has received more limited attention. Time-bound and performance-
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oriented monitoring and evaluation (M&E) schemes should be integrated into these
strategic objectives from the onset, building on the country’s recent efforts to improve the
reliability and regular collection of national statistics in areas including the business
environment and SME sector.

Argentina should also continue its ongoing efforts to improve its overall business
environment, in order to generate conducive conditions for SME operation and scale-up.
While all LA7 countries score relatively lower on this policy area in comparison with the
rest of the assessment, Argentina’s performance remains below the average, as its entire
regulatory reform process is in an early phase of design and implementation is still limited
to few projects. Going forward, this points to the importance of completing the elaboration
of a realistic agenda of regulatory reform, as well as continuing to advance the
implementation of measures such as one-stop shops for company registration. In this
regard, Argentina reports to be working on regulatory changes that affect all companies
(e.g. SME Law, Entrepreneurs Act, Productive Simplification Law, etc.).

As previously mentioned, Argentina’s current performance in the area of access to finance
is promising: it received the second highest LA7 score of 4.17, mainly due to its favourable
regulatory framework and a vibrant ecosystem of opportunities to access alternative
sources of financing. However, there are still areas with significant room for improvement,
particularly around the development of procedures to deal with insolvent or bankrupt
companies and the country’s legal framework for delineating the rights and prerogatives of
creditors in secured transactions with collateral.

A focus on structuring and reviewing current efforts in light of cross-cutting strategic
objectives will be particularly important for the optimisation of synergies among current
actions. Argentina has several programmes to support SMEs, but there is still work to be
done in order to structure all the policies into a strategic plan. Such an approach would also
help to improve M&E of SME support and accurately assess impact at the level of
individual programmes and at the policy level. The authorities note that they are
undertaking efforts to digitise processes and data gathering of current programmes (e.g.
number of files per procedure, processing times, etc.) in order to improve M&E.
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CHILE

Figure 0.2. 2019 SME Policy Index scores for Chile
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Chile has a good performance in this first SME Policy Index assessment focusing on Latin
America, performing above the LA7 average across all of the assessment dimensions
except for Dimension 3, Access to Finance (Figure 0.2). Furthermore, it is the top LA7
performer in the areas of SME Development Services and Public Procurement (Dimension
4), Innovation and Technology (Dimension 5), and Productive Transformation (Dimension
6). This is due to the large offer of SME support services currently available in Chile across
these dimensions; their delivery by specialised agencies to various sectors of the SME
population, such as exporters, start-ups and those with high-growth potential; and targeted
programmatic efforts within its Productivity, Innovation and Growth Agenda 2014-18
(Agenda de Productividad, Innovacién y Crecimiento).

However, improvements related to planning and design and monitoring and evaluation
(M&E) could be prioritised going forward. SME strategic orientations for the period
covered by this assessment were defined in the framework of the country’s wider economic
strategy: the Productivity, Innovation and Growth Agenda 2014-18. While the Agenda did
include measures specifically directed at supporting SMEs, and integrated a notable public
monitoring system (via a dedicated website that consistently reported on the state of
implementation of each of its measures), it did not go so far as to set related quantitative
objectives and/or indicators, either at strategic or project levels, to evaluate performance.

These gaps extend to other key policy documents relevant for SME development, such as
the National Innovation Plan 2014-18, and limit the optimisation of synergies and spillover
among current actions. Yet, the country does have a quality basis of M&E resources and
examples to draw from for the future, including the systematic M&E reports conducted by
the government’s central Budget Directorate (Direccion de Presupuestos, or DIPRES) of
government entities and programmes (but not strategies), and existing impact evaluations
at programmatic level, especially related to productive transformation.
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Going forward, and as will be further detailed throughout this chapter, Chile could consider
integrating closer dialogue with the private sector; developing more detailed and integrated
strategic frameworks on business and entrepreneurial development services, as well as on
innovation and technology; better publicising in an integrated manner the existing SME
development support offer; setting KPIs for SME development at the strategic level; and
further institutionalising long-term financing for strategic investments to harness SMEs as
an actor in the country’s productive transformation, among other actions. In the area of
access to finance, which is the only area where Chile lags behind its LA7 peers, Chile could
consider expanding the regulatory framework for secured transactions with collateral,
developing the legal framework for alternative financing mechanisms and fintech
companies, and including SMEs as one of the objective groups of its financial education
strategy.

Overall, the new administration, which began its mandate in 2018, directly following the
close of this assessment, has an ample basis on which to continue and strengthen the
country’s strategic SME development efforts.

COLOMBIA

Figure 0.3. 2019 SME Policy Index scores for Colombia

Colombia LA7 (average)
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Colombia performs relatively quite well in this first SME Policy Index assessment focusing
on Latin America, outperforming the LA7 average across the majority of the assessment
dimensions (Figure 0.3) and receiving the highest score of the LA7 for “Access to Finance”
(Dimension 3) and “Access to Market and Internationalisation of SMEs” (Dimension 7).
This is due to the large offer of SME support services currently available in Colombia
across this assessment’s various dimensions; the country’s relatively strong planning and
design culture; and targeted, often pilot, programmatic efforts within its Productive
Development Policy 2016-2025 (CONPES Document 3866 of 2016) to support SMEs and
various strategic sectors in driving the country’s productive transformation — especially
those related to innovation, clusters and export-oriented value chains.
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SME strategic orientations for the period covered by this assessment were defined in the
framework of the aforementioned CONPES Document 3866 of 2016, as well as the
country’s National Development Plan 2014-18. Overall, despite the country’s relatively
strong existing planning and design culture (which does systematically operationalise
strategic documents via detailed inter-ministerial action plans and include a centralised,
government-wide digital monitoring platform) improvements related to the integration of
key performance indicators (KPIs) could be prioritised going forward. Indeed, current
strategic indicators remain process-oriented, limiting the ability to measure programme
impact.

Furthermore, despite the country’s already large existing SME development support offer,
information on existing initiatives is widely dispersed and often incomplete or lacking the
information necessary to guide potentially interested users and to communicate activities
and impact.

Thus, going forward, Colombia could consider a re-assessment of its existing strategic
documents and institutional organisation related to SME development — prioritising the
clear definition of roles and responsibilities; the integration of measurable, impact-oriented
KPIs; and clearer communication of the integrated support offer so it has a greater impact
on groups of interest. These points will be further detailed throughout this chapter.

In the area of “Operational Environment/Simplification of Procedures” (Dimension 2),
which is the only area where Colombia lags behind its LA7 peers, the country should
continue advancing the implementation of regulatory impact analysis (RIA) and moving
towards one-stop shops and fully digital procedures for company registration. Colombia
could also consider elaborating a comprehensive agenda for regulatory reform, focusing on
the areas where regulatory restrictiveness and administrative barriers are highest.

ECUADOR

Figure 0.4. 2019 SME Policy Index scores for Ecuador
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This first OECD SME Policy Index assessment of Ecuador recognises the various efforts
the country has made regarding SME development policy, but finds important remaining
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gaps across the various assessment dimensions (Figure 0.4) in the areas of planning and
design, implementation, and monitoring and evaluation (M&E). Overall, current efforts led
by the Ministry of Industries and Productivity (MIPRO) seek to implement SME policy
both as an instrument to achieve productive transformation and as a tool for social
promotion, given the country’s need to (a) pursue greater economic diversification and a
faster technological upgrade for future prosperity, and at the same time (b) promote
employment and reduce poverty and marginalisation under current conditions.

However, various issues arise when attempting to manage these two separate objectives.
For example, while the Industrial Policy 2016-2025 is in practice utilised by MIPRO as a
central document for SME development policy strategic orientations, it does not in fact
include SME-specific instruments or objectives. The policy still has major relevance for
SME policy because Ecuador’s industrial structure is mostly made up of small and
medium-sized enterprises. However, it faces a major limitation in that the large majority of
SMEs in Ecuador operate in the service sector, and are thus not directly covered by the
strategy and only indirectly considered by the National Development Plan.

The current lack of a comprehensive SME development strategy does not allow for the
optimisation of synergies and spillover among current actions. Furthermore, while a
government-wide system to monitor the implementation of publicly funded programmes
does exist, current strategies lack specific, performance-oriented key performance
indicators (KPIs) and most information collected remains internal to the government.
Furthermore, general explanatory information is lacking online for most current
programmes, making it difficult for relevant stakeholders, including the SME population,
to fully understand the support mechanisms already at their disposal. These conditions do
not allow for an assessment of the impact that existing initiatives are having on the SME
population.

Going forward, and in order to effectively manage both social and productive objectives,
Ecuador should consider developing an integrated SME strategy and redesigning its policy
implementation framework accordingly to improve the targeting of policy actions and
devote substantially more resources to SME development. Actions oriented to business
development services (BDS) and the promotion of innovation and technology are
particularly lacking, with even existing initiatives threatened by ongoing budget cuts in
place since 2016. In this regard, authorities could also consider the needs of SMEs and
entrepreneurs in less capital-intensive sectors that are still considered as priorities for the
country’s development, such as tourism, IT and agribusiness and others.
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MEXICO

Figure 0.5. 2019 SME Policy Index scores for Mexico
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Mexico stands out as a top performer in this first SME Policy Index (SME PI) assessment
focusing on Latin America, outperforming the LA7 average across all of the assessment
dimensions (Figure 0.5). Furthermore, it is the top LA7 performer in the areas of the
Institutional Framework for SME Development (Dimension 1) and Operational
Environment/Simplification of Procedures (Dimension 2).

In the case of the institutional framework, this is largely due to the National Institute for
the Entrepreneur (Instituto Nacional Del Emprendedor, or INADEM), which was
established in 2013 as a decentralised public institution placed under the supervision of the
Ministry of Economy to implement SME and entrepreneurship promotion programmes and
coordinate the country’s “Entrepreneur Support Network” (Red de Apoyo al
Emprendedor). Since then, at the time of writing, INADEM had become the central
institution in shaping and implementing SME policy in Mexico. It has at its disposal a
significant National Entrepreneur Fund (FNE), which finances the large offer of SME
support services currently available across the various dimensions covered by this
assessment.

In the case of the operational environment and simplification of procedures, Mexico still
has ample room for improvement, as all LA7 countries receive a score lower than 4 (on
scale of 5) for this sub-dimension. However, with a score of 3.77, Mexico is by far the best
LAY performer, thanks to its progress in implementing regulatory reforms and regulatory
impact assessment (RIA) application, and the presence of a good range of operational
electronic services for enterprises and the availability of electronic signature. Going
forward, the country could focus on various priorities for further improvement, such as the
costs associated with the pre-registration phase to start a business; the coverage of one-stop
shops regarding notification procedures, VAT reimbursement and company tax-auditing
procedures; and the monitoring of e-government services geared towards SMEs.
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SME strategic orientations for the period covered by this assessment were defined in the
framework of the National Development Plan (PND) for 2013-18 and the Ministry of
Economy’s related Programme of Innovative Development (PRODEINN). Mexico is
currently at a crucial point in defining its strategic orientations for both overall economic
development and SME development, as the new administration of President Lopez Obrador
is in the process of elaborating the new national plan of economic development and the
new strategy for the SME sector. While the country’s economic and SME development was
guided by clear strategic documents over the period of this assessment, improvements
could be prioritised going forward to pair these strategic documents with robust action
plans that clearly delineate roles, responsibilities and performance-oriented targets at
implementation level. This could help to shift current public monitoring and evaluation
(M&E) efforts, which are already relatively developed in terms of the LA7, from being
gualitative and descriptive to quantitative and impact-oriented. This is also an opportune
moment to undertake impact evaluations for the most important SME programme/projects
currently operational.

Furthermore, going forward the country could also consider a closer involvement of
INADEM and other public agencies in the implementation of SME support programmes,
re-assessing the current call-for-proposal (convocatoria) based programme delivery system
and identifying opportunities to expand co-operation with the private sector. At the same
time, efforts should be continued to develop partnerships with state and local
administrations.

Overall, the new administration — which began its mandate in December 2018 directly
following the close of this assessment — can count on a sound institutional framework with
considerable experience in managing SME support programmes. It has an important
opportunity to evaluate INADEM’s first five years of existence, and to continue
strengthening the country’s strategy on this basis, as well as drawing from the experiences
and good practices of the other LA7 countries.
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PERU

Figure 0.6. 2019 SME Policy Index scores for Peru
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This first OECD SME Policy Index assessment of Peru has demonstrated that the country
has a solidly developing range of programmes and initiatives in place to support SME
development, extending across the key areas of access to finance, business development
services (BDS), innovation, productive transformation, and internationalisation, among
others. Beyond general SME development support, these efforts include targeted, often
pilot, programmatic efforts by the Ministry of Production (PRODUCE), in line with the
country’s 2014-2018 Competitiveness Agenda, to support productivity-enhancing
measures for SMEs — especially those related to innovation, clusters and export-oriented
value chains. However, Peru consistently falls below the LA7 average across this
assessment’s dimensions (Figure 0.6), demonstrating room for peer learning.

Overall, while Peru has made good advances in strategic planning areas and established a
set of measurable strategic objectives for the SME sector, challenges remain. First, the
existence of multiple, overlapping strategies, sometimes covering the same ministry, can
lead to confusion and a lack of clear strategic priorities. Second, despite the inclusion of
some details related to implementation, as well as specific strategic objectives in many of
these strategies, the link between strategic orientations and implemented programmes is
not always clear. Lack of clear and public follow-up regarding the implementation of
strategies, and their linkage to specific programmes/projects, makes it difficult to gauge the
overall impact of SME support measures.

Thus, going forward, and as will be further detailed throughout this chapter, Peru could
consider a reassessment of its existing strategic documents and institutional organisation
related to SME development. In doing so, it could prioritise (a) reinforcing
programme/project implementation mechanisms, ensuring their clear relation to strategic
orientations; (b) reassessing the system of calls for proposals (convocatorias), which tends
to delegate policy implementation to intermediary institutions, creating a potential

LATIN AMERICA AND THE CARIBBEAN 2019 © OECD/CAF 2019



KEY FINDINGS BY COUNTRY | 37

information gap; and (c) consideration of establishing a dedicated SME Development
Agency.

Alongside these actions, Peru also should continue prioritising the improvement of its
business environment, noting the country’s relatively high levels of informality (even
within the Latin American context), lack of a comprehensive regulatory reform agenda,
and relatively high cost of the procedures to start a business. There are significant existing
efforts to build on, including the country’s e-government services and citizen services
centres (MACSs), which could be developed into one-stop shops for future company
registration. In the area of Access to Finance (Dimension 3), this assessment identifies
various future reform priorities, such as establishing a regulatory framework for alternative
financing mechanisms, launching a financial education programme, and simplifying
bankruptcy proceedings to reduce their duration

URUGUAY

Figure 0.7. 2019 SME Policy Index scores for Uruguay
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Uruguay performs relatively well in this first SME Policy Index assessment focusing on
Latin America, outperforming the LA7 average for the assessment dimensions related to
business and entrepreneurial development services (Dimension 4) and access to market and
internationalisation (Dimension 7) (Figure 0.7). This is due to the large offer of SME
support services currently available in Uruguay for these dimensions, as well as their
delivery by specialised agencies. However, Uruguay never reaches the level of a top LA7
performer, demonstrating room for peer learning especially in the area of access to finance
(Dimension 3).

While Uruguay does not have an explicit SME strategy, it is in the process of linking its
SME support programmes to the country’s First National Plan for Productive
Transformation and Competitiveness (2017-2021), which was developed over 2016-2017
in the framework of the “Transform Uruguay” inter-governmental co-ordination system
(Sistema Nacional de Transformacion Productiva y Competitividad, or Transforma
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Uruguay). It has achieved good progress in the strategy elaboration and planning phase,
but it is still in an ongoing phase of developing a new institutional architecture to support
the implementation of Transforma Uruguay. The strategic plan also has to be strengthened
by the introduction of explicit quantitative and qualitative objectives and by the
introduction of effective monitoring and evaluation (M&E) mechanisms.

Overall, many of the projects included in the First National Plan have a clear, if not actually
explicit, SME orientation. They both build on existing work and, in some cases, foster the
development of wholly new projects. The inclusion in the First National Plan responds to
the need to refocus those projects towards the country’s productive transformation, as well
as better co-ordinate efforts with other public and private actors. The shift towards a
productive transformation approach will require a review of the existing SME support
programmes, in order to adapt them to the new objectives. This will likely lead to more-
selective targeting of the SME population and subsequently to greater effectiveness,
assertiveness and/or specificity on the part of the support programmes.

Thus, going forward, Uruguay could expect its scores to improve — especially in the areas
of the institutional framework (Dimension 1), innovation and technology (Dimension 5),
and productive transformation (Dimension 6) — as the Transforma Uruguay system is more
firmly established, including its M&E and consultative mechanisms.

Furthermore, within and alongside its Transforma Uruguay system, Uruguay must also
continue to prioritise the further improvement of the country’s environment for enterprise
creation, operation and access to finance. Access to finance (Dimension 3) is the only area
in which Uruguay receives the lowest LA7 score; this assessment identifies various future
reform priorities, such as developing a legal framework for collective financing
mechanisms and private investment funds, enhancing the offer of financial education aimed
at SMEs, and simplifying insolvency proceedings. In the area of operational
environment/simplification of procedures (Dimension 2), the country should continue
developing a comprehensive agenda for regulatory reform, as planned in Transforma
Uruguay, including enterprise surveys to identify main barriers and the introduction of
regulatory impact analysis (RIA).
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