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State of the SMEs Union 
During the June I 2021 plenary session, Parliament is due to hold a joint debate on the 'State of the SMEs Union' 
and on efforts to reduce the administrative burden on micro-, small and medium-sized businesses (SMEs), in the 
context of the recently updated Better Regulation agenda. 

Background 
As defined by the European Commission, micro-, small and medium-sized businesses (SMEs) are enterprises 
that employ fewer than 250 persons and which have an annual turnover not exceeding €50 million, and/or 
an annual balance sheet total not exceeding €43 million. The EU counts 25 million SMEs, playing a key role 
in the Union’s economy: they represent 99 % of all businesses, employ around 100 million people 
(providing two-thirds of private-sector jobs), and represent around 56 % of the EU's gross domestic product. 
From traditional manufacturing companies to high tech start-ups, the population of SMEs is extremely 
diverse, covering a wide range of sectors and business models. During the coronavirus crisis, SMEs have 
been hard hit by supply chain disruptions, employee absences and temporary shutdowns. In 2020, the 
number of European SMEs fell by -1.3 %, employment in SMEs by -1.7 % and SME value added by -7.6 %. 
Over 60 % of SMEs have reported a fall in turnover, and around 66 % have delayed investment decisions or 
downsized investments. It is unlikely that SME value added will return to 2019 levels by the end of 2021. 

SME strategy for a sustainable and digital Europe 
As part of a wider industry package, the Commission put forward an SME strategy for a sustainable and 
digital Europe in March 2020, whose stated objective is to make Europe the most attractive place to start a 
small business, make it grow and scale up. The strategy is based on three pillars: capacity-building and 
support for the transition to sustainability and digitalisation; reducing the regulatory burden and improving 
market access; and improving access to financing. The updated industrial strategy released in May 2021, 
takes into account the impacts of the coronavirus crisis and the specific situation of SMEs, although there is 
no formal update of the SME strategy. 

Reducing administrative burdens under the Better Regulation agenda  
Due to their limited resources, SMEs are particularly affected by administrative burdens and complexity, 
especially for cross-border operations within the single market. SMEs face complex administrative 
procedures, different national service rules, lack of access to information on rules, different national product 
rules, different contractual/legal practices and concerns about resolving commercial disputes. The recently 
renewed Better Regulation agenda introduces a 'one in, one out' principle, with the stated aim to make sure 
that EU legislation does not impose unnecessary burdens on citizens and businesses, particularly on SMEs. 
The new agenda also envisages a more systematic and proportionate application of the 'SME test'. On 
5 May 2021, the Commission announced the appointment of Mr Vazil Hudák as the new 'SME Envoy', who 
will raise awareness on SME-related aspects in the Better Regulation agenda.  

European Parliament position 
In its resolution of 16 December 2020, Parliament welcomed the SME strategy and called for the adoption 
of an SME action plan. It asked the Commission to set ambitious and binding quantitative and qualitative 
EU targets for the reduction of administrative burdens, as soon as possible after conducting an impact 
assessment and in any case no later than June 2021. It requested the development of a binding test capable 
of assessing the costs and benefits for SMEs of all legislative proposals put forward by the Commission. 
Parliament also called for an update of the strategy, taking into account the impact of the coronavirus pandemic. 
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