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Abstract 
This study explores the specific challenges faced by SMEs and SME 
support entities when they access and take advantage of funding made 
available through the Cohesion Policy. On the basis of a literature review, 
six case studies, an e-survey and in-depth interviews, this study tries to 
identify the critical issues encountered by SMEs and their support entities 
along all the phases of the Cohesion Policy programme and project 
management cycle, from programming to implementation. It draws 
conclusions about the improvements that are needed in order to ensure 
that SMEs take optimal advantage of Structural Funds and puts forward 
specific recommendations for the Committee on Regional Development of 
the European Parliament. 
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EXECUTIVE SUMMARY 

Background 
 
Small and Medium-Sized Enterprises (SMEs) are the backbone of the EU economy and 
Cohesion Policy is a privileged source of funding and support for SME development. Yet, 
there is converging evidence that SMEs face specific difficulties in taking advantage of 
Structural Funds (SFs). This study identifies and provides a clear understanding of the 
critical issues encountered by SMEs and SME support entities along the different phases of 
the programme and project management cycle of Cohesion Policy. It is based on a 
literature review, six regional case studies across the EU-27, an e-survey addressed to SME 
support entities and in-depth interviews.  
 

Main findings  
 
The combined results from the different research activities identify a series of findings 
summarised in the following bullet points.  
 

 The intensity of the issues faced by SMEs and SME support entities varies 
according to the phase of the programme management cycle. 

 
At first sight the programming phase appears to be the least problematic. However, 
the case studies highlighted some difficulties in taking all potential applicants into account 
and in devising strategies that respond to the specific needs of local SMEs.   
 
The access and implementation phases are characterised by a series of specific 
difficulties. The application process in particular represents a serious hurdle. The following 
issues were identified:  

 doubts concerning eligibility rules; 
 inadequate guidelines; 
 difficulties in securing matching funds; 
 lack of transparency of the selection process; 
 time taken to reach a decision as to whether a project will be funded or not.  

 
During the implementation phase, issues are by definition less dissuasive (since projects 
have already been accepted), however, different sources of evidence suggest that the 
combination of complex procedures and other difficulties might deter SMEs from making 
subsequent applications. The following issues were identified as problematic:  

 accounting for eligible expenditure; 
 time frame for payments; 
 setting up and running a monitoring system; 
 auditing.  

 

 High barriers for new entrants. 
 
Weaknesses during programming when not all specific needs are always taken into 
account, combined with difficulties in the application phase, bring about an “adverse 
selection” effect. Beneficiaries tend to be the same throughout the programming periods 
as they take advantage of a learning process and benefit from economies of scale. 
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Moreover, there is clear evidence that successful applications come from those who are 
best equipped (in terms of experience and resources).  
 

 There is a cultural clash between the SFs’ administrative approach and SMEs’ daily 
business practices, which is better dealt with through financial instruments than 
through traditional non-refundable grants. 

 
Evidence from the case studies shows that SMEs are poorly equipped to manage the 
vast quantity of documents necessary to successfully take advantage of SFs and engage in 
all the activities foreseen in order to fulfil the long list of requirements. Taken together, 
these different obligations might prove to be intolerable, especially when they offer no 
apparent advantage from the SMEs’ perspective (e.g. establishing a monitoring system with 
indicators and targets that are not necessarily pertinent or useful from the SMEs’ point of 
view). This tension is minor in the case of financial instruments that are more 
“business friendly” (e.g. with respect to the important issue of the speed of the selection 
process in order to keep up with market developments). At the same time, it is clear that 
financial instruments are better adapted to SMEs that are fittest. There is, therefore, a 
paradox whereby grants reserved for the most vulnerable SMEs impose a burden that 
might be unbearable, while financial instruments propose business-oriented solutions that 
the more developed SMEs find easier to deal with.  
 

 There is a series of issues originating at the national (regional) level that add to the 
requirements imposed by SF regulations. 

 
First, cultural factors appear to be relevant in explaining specific attitudes to public 
funding, which can be decisive in accounting for SMEs’ expectations and their approach to 
SFs. Also, in a shared management context, additional practices and requirements are 
modelled and imposed at national/regional level alongside those strictly related to SFs.  
 

 The role of SME support entities and of the governance structure. 
 
SME support entities appear to play a potentially decisive role. They are expected to be 
highly valuable in providing relevant and useful information, in facilitating communications 
and, hence, in mitigating the “cultural clash” mentioned above. They are particularly 
important during the access phase, but they can also play a useful role during 
implementation. Their contribution can be decisive if embedded in a favourable governance 
structure allowing them act as true intermediaries between the MA and SMEs. The role of 
the Intermediate Body seems to be another important factor in helping SMEs to take 
advantage of SFs.  
 

 Size matters. 
 
The e-survey shows that the SME support entities dealing with very small SMEs have a 
slightly different perspective than their counterparts that deal with larger SMEs, 
suggesting that the size of the SMEs supported has an impact on whether and how they 
can take advantage of SFs. For example, SME support entities representing the smallest 
SMEs would like to be more involved in the preparation of programming documents to 
make sure that the specific needs of their members are taken into account.  
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Recommendations  
 
On the basis of the above findings and of a review of initiatives already taken at EU level in 
the context of the post-2013 reform of Cohesion Policy, the following recommendations are 
proposed:  
 

 Ensure that the conditions for a true partnership are fulfilled. 
 
Since SME support entities appear to be decisive in facilitating SMEs’ access to and use of 
SFs, it is necessary that the former be acknowledged as fully-fledged partners during 
the different phases of the programme management cycle. This can help to bridge the 
cultural gap between SMEs’ practices and the SFs’ approach and also to deal with more 
specific issues like the importance of taking into account the specific needs of different 
categories of SMEs, or factors at national/regional level (e.g. cultural factors or particular 
regulatory requirements).  
 

 Reduce the number of requirements imposed on SMEs (not only their 
complexity). 

 
The EC must do its best to reduce the “cultural clash” between SMEs’ practices and the 
SFs’ approach. A more business-friendly approach must be embraced. One way to go about 
this is to allow partnerships to decide on some issues, instead of legislating about them at 
EU level.  
 

 Support local capabilities and ensure that local pre-conditions are met in terms of 
governance structure. 

 
Two important prerequisites to ensure that SFs benefit SMEs are MAs that are responsive 
and well-equipped, and an adequate institutional framework.  
 

 Pursue the effort towards digitalisation.  
 
Evidence shows the great potential that e-Cohesion might bring. Care should be taken so 
that it does not represent a source of complexity for SMEs with low digital literacy. This 
requires dedicated support to the more vulnerable SMEs.  
 

 Further promote financial instruments. 
 
Financial instruments seem to palliate two weaknesses of traditional non-refundable grants: 
they are more akin to business practices, and overall less complex from the point of 
view of the final SME recipients. Their use should be further promoted across the spectrum 
of SME types, provided that the local institutional context is prepared to receive such 
instruments.  
 

 Open up SFs to new entrants. 
 
SFs tend to be accessed by SMEs that have previous experience of SFs, and not by those 
potential applicants most in need of support. If functioning properly, the partnership 
process invoked above could be part of the solution.  
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 Favour communication and information dissemination.  
 
More and better communication is an essential factor to improve SMEs’ uptake of SFs, 
for example by solving a number of problems related to the interpretation of regulatory 
requirements during the access and implementation phases. Guidelines prepared in 
cooperation with the various stakeholders concerned should be disseminated. Training 
events providing relevant information should be organised.  
 

 Facilitate complementary funding. 
 
Access to complementary funding remains a key obstacle for SMEs wanting to take 
advantage of SFs. Regulatory obstacles to combining traditional grants and financial 
instruments must be lifted, and local solutions identified that will guarantee SMEs’ 
applications.   
 

 Reduce decision-making time. 
 
One recurrent difficulty is the delay in the selection process for grants. An obligatory 
deadline for approving/rejecting project proposals should be envisaged. 
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INTRODUCTION AND BACKGROUND 

KEY FEATURES 

 Despite the slowdown due to the 2008 financial crisis and the current economic 
downturn, SMEs remain the backbone of the EU economy and have proved to be a 
strong engine for growth and job creation. In 2010 they accounted for 99.8% of all 
European enterprises and provided more than two-thirds of all employment 
opportunities in the EU-27 private sector. 

 SMEs face common challenges regardless of the sectors to which they belong. The 
administrative burden, access to sufficient finance, level of taxation, lack of 
skills and access to public procurement are the main problems hampering the 
growth of European SMEs. 

 Cohesion Policy is a privileged source of funding and support for SME development. 
About Euro 70 billion was dedicated to enterprise development over the 2007-2013 
programming period and a variety of instruments were available in the different fields in 
which SMEs operate. However, SMEs do not take advantage of SFs as much as 
they could. 

 The study was designed to identify and provide a clear understanding of the critical 
issues encountered by SMEs and SME support entities when accessing and benefitting 
from SFs. All the phases of the programme and project management cycle were 
investigated. Four key methodological tools were adopted: a literature review, an e-
survey, case studies and in-depth interviews.  

 
This introductory section clarifies the scope and objectives of the present study and places 
these in the wider context of SME development in Europe. It concludes by briefly illustrating 
the methodological approach chosen.  
 

SMEs in the EU economy  
 
In their diversity, small and medium-sized enterprises are the backbone of the EU economy. 
Yet, they face common challenges to their development.  

SMEs as the backbone of the EU economy 
 
Between 2002 and 2008 SMEs grew faster than large enterprises and created nearly 9.4 
million jobs.1 However, this impressive growth has recently and temporarily slowed down. 
SMEs were seriously hit by the 2008 financial crisis and the current economic downturn. Small 
companies face a double shock and are extremely vulnerable. On the demand side they have 
seen a drop in markets and in consumers’ purchasing power. On the supply side a tightening 
of credit terms has depleted the working capital of many companies and hampered investment 
plans.2 Their vulnerability is due to their more limited diversification than the large enterprises, 
and to their weak capitalisation that makes SMEs heavily depended on credit. Although the 
situation varies considerably across Member States, regions and sectors, signs of economic 
recovery are weak everywhere.  

                                          
1 EIM Business & Policy Research (2009a). 
2 OECD (2009). 
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Despite the slowdown due to the financial crisis, SMEs remain the backbone of the EU economy 
and have proved to be a strong engine for growth and job creation. Indeed, in 2010, there 
were almost 20.8 million SMEs in the EU, which accounted for 99.8% of all European 
enterprises, and 19.2 million of these were micro-firms with fewer than ten employees. 
Moreover, in 2010 SMEs provided more than two-thirds (87.5 million) of all the employment 
opportunities in the EU-27 private sector and 58.4% of the total Gross Value Added (GVA) 
produced by private businesses in the EU.3 
 
The main indicators for EU SMEs for the year 2011 given in the following table show both the 
importance and the diversity of SMEs across Member States and sectors. 
 
Table 1: Number, employment and GVA in EU-27 by size of SMEs, 2010 estimates 

 MICRO SMALL MEDIUM SMES LARGE TOTAL 

Number of 
enterprises (%) 

92.1 6.6 1.1 99.8 0.2 100 

Employment (%) 29.8 20.4 16.8 66.9 33.1 100 
GVA (%) 21.6 18.9 17.9 58.4 41.6 100 

Source: Ecorys (2011) 
 
Looking at the industrial sector, according to Ecorys (2011) in 2010 some 12.6 million SMEs, 
or more than half of all European SMEs, were engaged in the wholesale and retail trade 
(NACE4 sector G), real estate, renting and business activities (NACE sector K).5 Forty percent 
of larger enterprises were active in manufacturing, while the corresponding share for SMEs was 
just over 10% in 2010. (See Table 2). 

Table 2:
 

 Number of enterprises by industrial sector, EU-27, 2010 estimates 

  MICRO SMALL MEDIUM SMEs LARGE 

C-K 
Total non-financial 
business economy 
by NACE section 

19,198,539 1,378,401 219,252 20,796,192 43,034 

C 
Mining and 
quarrying 

15,667 4,794 941 21,402 275 

D Manufacturing 1,760,912 311,564 77,335 2,149,811 17,226 

E 
Electricity, gas and 
water supply 

34,753 3,815 2,213 40,781 993 

F Construction 2,789,236 208,857 22,385 3,020,478 2,373 

G 

Wholesale and 
retail trade; repair 
of motor vehicles, 
motorcycles and 
personal and 
household goods 

5,968,300 361,222 42,324 6,371,846 6,948 

H 
Hotels and 
restaurants 

1,552,574 151,018 12,066 1,715,658 1,527 

                                          
3 Ecorys (2011). 
4 Statistical Classification of Economic Activities in the European Community. 
5 The main activities of NACE sector K encompass a wide range of economic activities including three subsections of 

real estate activities, four subsections of renting of machinery and equipment without an operator and of personal 
and household goods, six subsections of computer and related activities, two subsections of research and 
development, and eight subsections of other business activities. 
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I 
Transport, storage 
and 
communication 

1,109,424 93,533 16,956 1,219,913 4,046 

K 
Real estate, renting 
and business 
activities 

5,967,673 243,598 45,032 6,256,303 9,646 

Source: Eurostat/National Statistics Offices of Member States/Cambridge Econometrics/Ecorys from Ecorys (2011). 
 
As for the SMEs’ geographical distribution, the following table shows that France, Italy, Poland 
and Spain account for the largest share of micro enterprises of the total number of enterprises 
and that in these countries the SMEs employ a large number of people and produce a higher 
added value. 
 
Table 3: Information on enterprises by country, EU-27, 2012 estimates 

COUNTRY 
MICRO 
< 10 

SMALL 
10-49 

MEDIUM 
50-250 

SME 
 

TOTAL 
NUMBER 

OF 
ENTER-
PRISES 

MICRO/T
OTAL 

ENTER-
PRISES 

SMEs/ 
TOTAL 
ENTER
PRISE

S 

NO. OF 
PERSONS 

EMPLOYED 

VALUE 
ADDED AT 
FACTORY 
PRICES 

Austria 273,671 30,386 4,884 308,941 310,030 0.883 0.996 1,722,465.0 101,495.7 
Belgium 408,801 27,928 4,043 440,772 441,648 0.926 0.998 1,710,825.0 104,060.9 
Bulgaria 267,198 23,784 4,654 295,636 296,365 0.902 0.998 1,479,902.0 15,908.2 
Cyprus 38,574 3,114 524 42,212 42,295 0.912 0.998 205,817.0 7,401.5 
Czech 913,055 32,934 7,067 953,056 954,521 0.957 0.998 2,377,485.0 50,151.9 
Denmark 180,751 21,534 3,962 206,247 206,933 0.873 0.997 1,151,107.0 82,597.0 
Estonia 45,107 5,722 1,088 51,917 52,080 0.866 0.997 315,043.0 6,061.9 
Finland 208,166 12,925 2,255 223,346 223,974 0.929 0.997 784,228.0 63,750.8 
France 2,499,671 152,027 22,101 2,673,799 2,678,610 0.933 0.998 8,850,986.0 512,978.9 
Germany 1,589,520 261,808 45,814 1,897,142 1,906,660 0.834 0.995 13,899,480.0 720,861.0 
Greece 694,667 22,161 2,944 719,772 720,353 0.964 0.999 2,089,276.0 54,048.0 
Hungary 516,801 27,139 4,556 548,496 549,304 0.941 0.999 1,884,079.0 26,973.9 
Ireland 71,239 12,281 2,209 85,729 86,212 0.826 0.994 644,296.0 39,108.0 
Italy 3,521,216 188,522 19,196 3,728,934 3,731,853 0.944 0.999 12,331,388.0 495,657.8 
Latvia 64,948 8,802 1,556 75,306 75,518 0.860 0.997 459,495.0 6,670.2 
Lithuania 267,032 12,280 2,452 281,764 282,126 0.946 0.999 738,314.0 7,989.3 
Luxembo 24,314 2,811 547 27,672 27,784 0.875 0.996 156,100.0 14,543.1 
Malta 41,137 1,243 248 42,628 42,683 0.964 0.999 89,090.0 3,111.4 
Netherla 539,216 50,621 8,977 598,814 600,441 0.898 0.997 3,745,237.0 222,000.6 
Poland 1,512,756 42,861 15,700 1,571,317 1,574,798 0.961 0.998 6,024,756.0 118,387.7 
Portugal 1,043,330 38,270 5,466 1,087,066 1,087,856 0.959 0.999 2,617,327.0 51,151.8 
Romania 491,782 51,440 9,697 552,919 554,563 0.887 0.997 3,104,325.0 30,556.1 
Slovakia 55,301 19,730 1,919 76,950 77,455 0.714 0.993 589,616.0 15,156.1 
Slovenia 100,769 6,542 1,316 108,627 108,862 0.926 0.998 397,180.0 12,325.7 
Spain 2,259,229 145,052 17,595 2,421,876 2,424,767 0.932 0.999 9,417,272.0 400,489.5 
Sweden 558,168 28,283 5,047 591,498 592,532 0.942 0.998 1,917,721.0 116,642.6 
UK 1,477,179 167,698 27,160 1,672,037 1,678,024 0.880 0.996 9,841,721.0 510,998.7 

Source: Authors based on database for the Annual report 2010/2011 on European SMEs. Available at: 
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm 

Note: Sector: All sectors (NACE C- K) 

Challenges to SME development 
 
European SMEs share common challenges regardless of the sectors to which they belong. 
According to a study carried out by the European Commission in 2008,6 the most important 
problems that European SMEs face and which hamper their growth are: i) the administrative 

                                          
6 European Commission (2008a). 
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burden, ii) access to sufficient finance, iii) the level of taxation, iv) lack of skills, and v) access 
to public procurement (see Figure 1). 
 
Figure 1:  Most important problems faced by SMEs 

 

Source: Small Business Act for Europe Report on the results of the open consultation 22/04/2008. Available at: 
http://ec.europa.eu/enterprise/newsroom/cf/_getdocument.cfm?doc_id=4073, p. 2. 

 
Administrative burdens are the costs that businesses sustain to fulfil mandatory obligations 
imposed by public authorities on the basis of a law, decree or similar act. Administrative 
requirements can be either information on actions or production, or reporting obligations for 
statistical purposes and obligations to cooperate with inspections and audits or accounts. In 
comparison to larger businesses, SMEs bear a disproportionate administrative cost. SMEs, and 
especially micro-enterprises, tend to be poorly equipped to deal with the problems arising from 
complying with many regulations. As an example, if a large company spends Euro 1 per 
employee for implementing a regulatory duty, a small business might have to spend up to 
Euro 10.7  
 
The second largest problem encountered by European SMEs is access to finance. In addition, 
the current economic crisis has exacerbated and weakened SMEs’ exposure to the credit 
system. Often investors and banks are reluctant to finance start-ups or immature SMEs 
because of the risks associated with these ventures. For this reason, SMEs generally tend to be 
faced with higher interest rates, as well as credit rationing due to shortage of collateral.8 
Moreover, in many cases SME entrepreneurs have a limited knowledge of financial matters and 
thus it is harder for them to find the financial backing they need.  
 
Concerning taxation, the SMEs that participated in the consultation before the adoption of the 
Small Business Act (SBA) for Europe, assert that there is a clear need to improve the situation 
through reduction, simplification and harmonisation, especially for value added tax (VAT). 
                                          
7 European Commission (2007).  
8 OECD (1998). 
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Refund procedures and VAT rules in general are considered far too complicated for small 
companies, especially when related to cross-border activities.9 
 
As far as the lack of skills is considered, European SMEs are characterized by a number of 
shortages, namely lack of financial knowledge, managerial abilities, information and 
communication technology (ICT) and language skills.10 In particular, The Indic@tor 
study11 reveals that SMEs in Europe's ICT sector lack the necessary resources to develop 
human capital, and suffer from the absence of a skills development culture for employees. 
SMEs, which often lack high-level skills and in-house expertise, do not have the same financial 
and material means to access frontier technologies and innovations as large companies do.   
 
In public procurement SMEs are also at a disadvantage compared to large enterprises. The 
results of the consultation for the SBA for Europe reveal that more than 70% of the companies 
and of all the responding stakeholders see a general need to improve SMEs’ access to public 
procurement and consider it very useful to increase transparency in EU procurement 
procedures. In this context, one of the most critical challenges for SMEs is recurrent delays in 
payments from public bodies. 
 
Furthermore, amongst SMEs, the size of the enterprise matters a lot when considering 
obstacles to doing business. For instance, micro and craft-enterprises struggle with their 
limited resources, which makes administrative costs a higher burden. Increased competition in 
the manufacturing sector has made internationalisation more difficult for SMEs because of their 
lack of language skills and credit rationing. Finally, individual SMEs encounter problems in the 
start-up phase due to lack of access to appropriate finance and poor business planning 
capacities. As for sectoral differences, industrial SMEs often lack the financial resources and 
the in-house expertise to do research, whereas SMEs in the tertiary sector are much more 
troubled by public procurement accession and lack of ICT competence. 

Policy responses at EU level  
 
Taking into account all these challenges and recognising the central role of SMEs in the EU 
economy, the European Commission adopted a series of initiatives tackling the multi-faceted 
dimensions of the challenges faced. A broad distinction can be made between regulatory 
support, financial support, advice and support services and networking/participation (European 
Parliament, 2011).  
 
In the first category, the SBA for Europe guides policies both at the EU and at national level, in 
order to promote SMEs' growth by helping them tackle the regulatory problems that hamper 
their development. This initiative defined 10 guidelines around the “Think small first principle” 
that should help the EU and national authorities to take into account SME-relevant features 
when adopting policies that promote entrepreneurship. The SBA Review (2011)12 revealed that 
progress had been made by European Union and Member States.  
 

                                          
9  Small Business Act for Europe Report on the results of the open consultation 22/04/2008. Available at: 

http://ec.europa.eu/enterprise/newsroom/cf/_getdocument.cfm?doc_id=4073 
10  According to the report presented by EU Multilingualism Commissioner Leonard Orban and Business Forum chair 

Viscount Etienne Davignon, as much as 11% of European SMEs lose business every year as a direct result of 
linguistic and intercultural weaknesses, while they could considerably improve their export performance if 
languages were used "strategically". 

11  As find out in the European Commission, 2001-2004, A cross-cultural study on the measurement and enhancement 
of employability in small and medium-sized ICT companies available at http://www.ist-
world.info/ProjectDetails.aspx?ProjectId=9938de80b4194f61a741a89b2c534167 

12  European Commission (2011a). 
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Other more circumscribed initiatives include the adoption of a Report on “Minimizing regulatory 
burden for SMEs - Adapting EU regulation to the needs of micro-enterprises” (COM (2011) 803 
final), or a consultation on “Which are the top 10 most burdensome legislative acts for SMEs?” 
launched by DG Enterprise13 in order to adequately address compliance with the red tape 
created by European law. 
 
As to financial support, besides the Cohesion Policy, the two main instruments through which 
the EC makes financial support available to SMEs are the Competitiveness and Innovation 
Framework Programme with a total planned contribution between 2007 and 2013 of Euro 3.6 
billion, and the Seventh Framework Programme for Research and Technological Development 
(Euro 50 billion). Many other specific initiatives that also benefit SMEs can be mentioned, such 
as EUREKA’s Eurostars programme14, the LIFE+ Programme, etc.15 The EC has adopted an 
Action Plan to facilitate SMEs’ access to finance (European Commission 2011c).16  
 
Finally, the EC operates a variety of Internet-based platforms offering information on a wide 
range of SME-related issues and promoting SMEs’ networking and participation to varying 
degrees.  
 
In addition to the EC, the European Investment Bank (EIB) and the European Investment Fund 
(EIF) also provide support to SMEs through instruments like loans. There has been a recent 
convergence of the approaches of these two institutions (see Chapter 1).  
 
In this policy context, Cohesion Policy appears to be a privileged source of funding and support 
for SME development. With a budget of approximately Euro 70 billion (see Table 7) dedicated 
to enterprise development over the 2007-13 programming period, and an array of different 
instruments available in different fields (see Chapter 1), Cohesion Policy has the potential to 
act as a powerful growth engine for SME development. Yet, according to some estimates, SMEs 
do not take advantage of SFs as much as they could. According to an UEAPME position paper17 
in some regions only 1% or 2% of the available SFs are used by SMEs. It is therefore topical to 
understand whether and under which circumstances, the conditions are met for SMEs to fully 
reap the benefits that Cohesion Policy can mobilise in their favour.  
 

Aim and scope of the study 
 
This study explores the specific difficulties that SMEs face when they attempt to access the 
funding made available through Cohesion Policy, with a view to tackling the obstacles to SME 
development commonly identified above.  
 
The purpose of this study is to identify and provide a clear understanding of the critical issues 
encountered by small and medium-sized companies and SME support entities when accessing 
and benefitting from SFs. The study focuses on the issues that arise during the implementation 
of Cohesion Policy, and identifies them along the phases of the Cohesion Policy’s programme 
management cycle and the corresponding phases of the project management cycle (PMC). 
                                          
13  Period of consultation ranges from 28.09.2012 to 21.12.2012. 
14  The Eurostars Programme is a European Joint Programme dedicated to the R&D performing SMEs, and co-funded 

by the European Communities and 33 EUREKA member countries. Eurostars aims to stimulate these SMEs to lead 
international collaborative research and innovation projects by easing access to support and funding. It is fine-
tuned to focus on the needs of SMEs, and specifically targets the development of new products, processes and 
services and the access to transnational and international markets. See http://www.eurostars-eureka.eu/ for more 
details. 

15  For a detailed review, European Parliament (2011), p. 40-41.  
16  http://ec.europa.eu/enterprise/policies/sme/regional-sme-policies/index_en.htm 
17  UEAPME (2010a). 
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The final objective is to derive meaningful conclusions and to provide policy-relevant 
recommendations for consideration by the Committee on Regional Development of the 
European Parliament.  
 
The study covers all the phases of the programming and project management cycle, from 
programming to implementation and project/programme management, since they are all 
deemed relevant to fully appreciate the extent to which the involvement of SMEs in Cohesion 
Policy can be improved. It concentrates on both SMEs and those organisations supporting their 
activities as it assumes that the latter can potentially play an important role in facilitating 
SMEs’ access to SFs.  
 
Special attention is paid to European Regional Development Fund (ERDF) interventions and to 
some extent to European Social Fund (ESF) measures in order to explore possible synergies 
between the ERDF and the ESF interventions.18 Innovative instruments like JEREMIE are also 
investigated as there is converging evidence that this form of support is becoming increasingly 
attractive.  
 
The geographical coverage extends to the EU-27. It is worth mentioning that this study deals 
with SMEs and SME support entities that were involved in SFs. There is no counterfactual 
analysis of those who did not take advantage of SFs. 

Methodological approach 
 
The overall approach to the study is based on a set of different and complementary data 
collection tools and activities. In particular, the study relies on four key methodological tools, a 
literature review, an e-survey, case studies and in-depth interviews. Below the main features 
of these methodological tools are briefly outlined, while more details are provided in Annexes 
II to V.  

Literature review 
 
A wealth of information already exists on the general obstacles that SMEs face in their 
development, and on the degree and nature of involvement of SMEs in the SFs management 
cycle. It is therefore of the utmost importance that the information available be processed and 
structured in order to identify the gaps that the study aims to fill. In particular, the literature 
review addresses the following issues: 

 Definitions and categorisations of SMEs and SME support entities, and validity across 
countries; 

 Identification of the key actors in the SME-related SFs interventions and of the level of 
the programme/project management phase at which they play a role. In addition to the 
MAs, SME support entities and SMEs, there are also intermediary institutions and 
financial institutions; 

 Possible types of support measures addressing SMEs; 

 Possible classification of the different phases of the programme/project management 
cycle that apply in the case of Cohesion Policy. 

 

                                          
18  The Cohesion Fund is not included in the analysis as it is considered that major infrastructure projects co-funded 

with CF offer little scope for investigation in terms of the involvement of SMEs. 
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On this basis, a first recognition of the specific constraints and challenges faced by SMEs and 
SME support entities in the different phases of the programme/project management cycle is 
proposed.19  

E-survey 
 
An e-survey was dedicated to the analysis of the specific contribution of SME support entities, 
addressing a large sample of actors and ensuring wide geographical coverage across the 27 
Member States. 
 
The objective of the survey was to sound out the SME support entities in order to better 
understand the specific challenges they face when helping SMEs to access or to try to access 
SFs, a topic for which there is relatively little aggregate evidence. The assumption is that SME 
support entities can play a potentially important role in helping SMEs to access SFs at different 
stages of the project/programme management cycle, and conversely that their shortcomings 
might be a decisive obstacle. It is therefore specifically relevant to investigate if and when this 
occurs.20  

Case studies 
 
Six case studies focus on specific SME-related measures included in selected OPs over the 
2007-13 programming period.21 The following countries/regions were selected (see Annex II 
for a detailed examination of the selection process and the criteria used).  

 Finland – Western Finland OP;  

 Germany – Saxony OP; 

 Italy – Tuscany OP; 

 Lithuania – Economic Growth OP; 

 Romania – Increase Economic Competitiveness OP; 

 UK – North East England OP. 
 
The aim is to investigate whether specific issues or problems encountered by SMEs during the 
different programme/project management phases are related to specific categories of 
measures, are experienced by specific categories of SMEs, and/or are related to the 
national/regional institutional context.  
 
Both the programme and project level are investigated. In particular, the analysis focuses on 
relevant selected SME measures and interventions within a given Operational Programme. The 
interview strategy mobilised for the case studies includes questions to programme managers 
about the programme strategy (e.g. the mix of instruments targeting SMEs) and questions to 
beneficiary SMEs/SME support entities about the projects implemented. 
 
The case study methodology relies on a combination of desk research (e.g. Annual 
Implementation Report, evaluation reports) and in-depth semi-structured interviews with 
selected stakeholders:  

 representatives from the MAs/IBs; 

 managers of the measures under analysis;  

                                          
19 See Chapter 1 and References.  
20 See Chapter 2 and 4, as well as Annexes III and V.  
21 See Chapters 2, 3 and 4 as well as Annexes II, IV and VII.  
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 SMEs;  

 SME support entities (business associations, chambers of commerce, etc);  

 Others (e.g. banks).  
 

In-depth interviews  
 
The conclusions emerging from the data collection activities need to be compared with the 
latest legislative developments concerning the post-2013 Cohesion Policy reform. The objective 
is to identify the extent to which the new draft regulations already take into account possible 
recommendations. A few targeted in-depth interviews were carried out to review the findings 
and test the feasibility and relevance of the proposed recommendations in a changing 
regulatory and socio-economic context. Interviews targeted DG REGIO officials and 
representatives of SME support bodies (UEAPME). 
 
The findings of these different data collection activities are organised as follows: Chapter 1 
reviews not only the support directed at SMEs by Cohesion Policy, but also the 
programme/project management cycle through which this support is delivered, and which may 
give rise to specific issues preventing or hampering SMEs’ access to Cohesion Policy. Chapter 2 
focuses on issues specific to grant assistance, while Chapter 3 focuses on financial 
instruments. Chapter 4 addresses the topical issue of the potential contribution of SME support 
entities in helping SMEs to take advantage of SFs. Chapter 5 sums up the main findings and 
places them in the perspective of actions taken within the context of the post-2013 reform of 
Cohesion Policy. Moreover, it provides conclusions and some operational recommendations.  
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1. COHESION POLICY AND SMES: SUPPORT, MANAGEMENT 
CYCLE AND POTENTIAL ISSUES  

KEY FINDINGS 

 Within the current programming period, SME-related measures include direct support 
to SMEs, general enterprise support and restructuring firms and adaptability of 
workers. Both direct (e.g. repayable loans, equity-based instruments) and indirect 
support (e.g. services and advice support) can be provided to SMEs under these 
measures. 

 During the 2007-2013 programming period, two new instruments targeting SMEs 
were established in collaboration with the EIB and the EIF: JEREMIE and JASMINE. 

 In the 2007-2013 programming period about Euro 70 billion was allocated to enterprise 
support (more than in the previous programming period, when it was almost Euro 50 
billion). Denmark, Austria, Finland, Sweden, the UK and the Netherlands are 
among the countries that allocate the largest share of community funds to business 
support. 

 Three categories of stakeholders are involved in the Cohesion Policy management 
cycle: institutional actors (MAs, IBs, certifying authority and audit authority), SMEs 
and SME support entities.  

 The Cohesion Policy management cycle comprises four phases: programming, 
preparing the implementation phase, project pipeline generation and programme and 
project management. The structure and implementation of financial instruments, 
such as JEREMIE, are different.  

 Specific and important barriers to SMEs exist in relation to the management of 
Structural Funds. Existing literature shows that these are present in each specific phase 
of the Cohesion Policy management cycle.   

 The greatest shortcomings of the financial instruments are related to the poor design 
of the financial engineering instruments, inadequacy of ERDF regulatory 
framework, delays in the allocation of funds and insufficient ability to leverage 
private investments. 

 
This Chapter discusses the relevance of Cohesion Policy in supporting SME development by 
reviewing the nature and intensity of the SME support available. It then identifies potential 
issues and difficulties faced during the programme/project management cycle by SMEs 
wanting to take advantage of SFs, and by the organisations supporting them. The whole 
chapter is based on desk research.  
 

1.1. SMEs and Cohesion Policy – budget and types of intervention 
 
Given the importance of SMEs in the European context, they have been an increasingly 
important target of the EU Cohesion Policy. In the last two programming periods, Cohesion 
Policy had dedicated sizeable shares of its budget to enterprise support in general, and to SME 
development in particular. It has done so through several instruments promoting SME growth, 
including direct support based on funding opportunities through grants, loans, guarantee funds 
and equity financing, and indirect support targeted at providing advisory services, business 
infrastructure and networking.  
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1.1.1. Types of intervention  
 
Within the current programming period, SME support is based on the codes of expenditure 
outlined in Annex IV of Regulation 1083/200622 and focuses on the four main thematic areas 
of R&D (Research and Development), ICT, Adaptability and Employment.23  

Table 4:

These categories of expenditure can be classified into three groups of SME-relevant measures 
according to their respective targets i.e. SMEs, enterprises in general, and workers, as 
illustrated in the table below.24  
 

 SME-related measures under Cohesion Policy 

Direct support 
to SMEs 

General enterprise 
support 

Restructuring firms and 
adaptability of workers 

 Direct support for research, 
development and technology 
transfer 

 Direct support for IT-related 
investments 

 Direct support to start-ups 
and self-employment  

 Advanced services for 
firms and groups of firms 

 Support for investments 
in firms directly linked to 
research and innovation 

 Other types of 
investment 
 

 Training to promote 
entrepreneurship 

 Training for employees to 
increase adaptability 

 Training on how to 
organize work within 
SMEs 

 Training linked to sector 
or firm restructuring 

Source: Authors based on European Parliament (2011), pp. 52-54. 
 

 
Overall, the above measures can provide SMEs with two kinds of support: direct and indirect. 
Direct assistance, which is primarily addressed to SMEs, takes the form of non-repayable 
investment grants, repayable loans and equity-based instruments (e.g. venture capital) and 
other forms of financial engineering support (e.g. guarantees) introduced in the 2007-2013 
programming period. Indirect assistance consists of the provision of services, advice and 
expert support for networking and clustering and the provision of tangible public goods.25 They 
are summarised in the table below.  
 
Table 5: Type of SME support scheme 

 DIRECT INDIRECT 

 NON-
REPAYAB

LE 
GRANTS 

REPAYAB
LE LOANS 

EQUITY 
BASED 

SERVICES 
AND ADVICE 

SUPPORT 

INTANGIBLE 
MECHANISMS 

/NETWORKING, 
CLUSTERING 

TANGIBLE 
PUBLIC 
GOODS 

Targeted 
support  

X X X X  X 

General 
support  

X X X X   

Adaptability  X   X   

Source: adapted from European Parliament (2011), p. 54. 
 

                                          
22  EC Regulation No. 1083/2006. 
23  During the 2000-2006 programming period support for enterprise and innovation was also a key priority for EU 

Cohesion Policy. It was based on codes of expenditure outlined in Annex IV of Regulation 438/2001, namely: i) 15 - 
Support for large firms; ii) 16 - Support for SMEs and craft businesses; iii) 18 – Tourism; iv) 18 - Research, 
technological development and innovation; and, v) 324 - Services and applications for SMEs.  

24  European Parliament 2011. See Annex II for a full description of the codes, and Table 4 above.  
25  European Parliament (2011). 
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In addition, two new instruments of direct relevance to SMEs were established in the 2007-
2013 programming period in collaboration with the EIB and the EIF. These are JEREMIE (Joint 
European Resources for Micro to Medium Enterprises) and JASMINE (Joint Action to Support 
Microfinance Institutions).26 While the JASMINE initiative provides technical assistance to 
micro-credit and micro-finance institutions, JEREMIE offers EU Member States, via their 
national or regional MAs, the opportunity to use part of their EU SFs to finance small and 
medium-sized enterprises (SMEs) through a revolving holding fund, which provides SME-
focused financial instruments such as equity, loans or guarantees to selected financial 
intermediaries. 
 
As for the JASMINE initiative, until the middle of 2011, 25 micro-credit providers from various 
EU Member States had benefited from institutional assessment/rating and tailor-made training 
offered by the JASMINE Technical Assistance Facility.27 
 
It is worth noting that there has been a reorientation of direct support away from non-
repayable grants to financial engineering instruments (loans and equity based instruments) 
that are associated with a series of advantages (flexibility, benefits from employing a portfolio 
approach, re-utilisation of funds, leverage of additional private funds, and support by EIB/EIF 
when applicable).28  
 

1.1.2. Allocation and absorption  

2000-2006 Expenditure  
According to the ex-post evaluation report of the ERDF on Objectives 1 & 2 for the period 
2000-2006 for EU25, almost Euro 50 billion (more than a third of the ERDF) was spent in the 
area of enterprise and innovation support, and of this 83% was destined to support SMEs.29 
Expenditure on enterprise support financed under Objective 1 amounted to 25.6% of the total 
expenditure, while enterprise support under Objective 2 claimed up to 47.4%. The largest 
shares of total expenditure devoted to enterprise support were recorded in Finland, Belgium, 
Austria, Sweden and the UK (see Figure 2). 
 

                                          
26  The two other instruments introduced at the same time were: JESSICA (Joint European Support for Sustainable 

Investment in City Areas) and JASPERS (Joint Assistance to Support Projects in European Regions).  
27  http://ec.europa.eu/regional_policy/thefunds/instruments/jasmine_en.cfm#3 
28  See European Parliament (2011). 
29  European Commission (2010o). 
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Figure 2:  Expenditure rates from the ERDF on enterprise support in Objective 1 & 2 
regions, 2000-2006 

 

Source: European Commission (2010h), pp. 68-69. 
 
In particular, 56.2% of Objective 1 financing for business support went on assisting SMEs 
either directly through investment grants or indirectly through the provision of various 
services. While in Objective 2 SME support amounts to 71.7% of total enterprise support (see 
Table 6). However, the division of support varies across countries. The largest shares of funds 
direct to SMEs out of total enterprise support were spent by Germany, Sweden, the UK, Italy, 
the Netherlands, Czech Republic, Malta and Cyprus. 
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Table 6: ERDF expenditure on enterprise support in Objective 1 & 2 regions,  

2000-2006, (percentages) 

 OBJECTIVE 1 OBJECTIVE 2 

COUNTRY LARGE 
FIRMS 

SMES RTDI TOTAL 
SUPPORT 

LARGE 
FIRMS 

SMES RTDI TOTAL 
SUPPOR

T 
BE 16.6 51.9 31.5 73.8 19.9 52.5 27.6 46.3 
DK - - - - 11.7 42.6 45.6 46.2 
DE 13.8 51.7 34.5 42.5 6.8 68.6 24.6 54.0 
IE 0.0 30.7 69.3 15.2 - - - - 
GR 7.6 78.2 14.2 12.0 - - - - 
ES 20.7 44.6 34.6 21.4 2.9 37.9 59.2 52.5 
FR 18.3 60.1 21.7 14.1 10.1 60.9 29.0 29.9 
IT 13.7 66.1 20.2 31.7 0.5 92.5 7.1 36.6 
LU - - - - 3.9 3.9 92.1 10.7 
NL 7.1 65.9 27.1 23.5 2.0 91.2 6.8 27.6 
AT 21.8 65.1 13.1 59.8 31.9 45.1 23.1 70.6 
PT 29.7 48.5 21.8 21.5 - - - - 
FI 18.2 48.9 32.9 86.8 0.0 68.4 31.6 57.5 
SE 0.0 66.3 33.7 60.7 0.7 81.1 18.2 52.4 
UK 9.0 66.2 24.8 44.7 0.5 90.9 8.7 70.0 
EU-15 16.3 55.9 27.9 26.1 5.5 71.6 22.9 47.6 
CY - - - - 0.0 100.0 0.0 43.4 
CZ 13.1 80.1 6.8 24.6 0.0 57.8 42.2 16.3 
EE 4.5 36.5 59.0 24.2 - - - - 
LV 27.9 61.1 11.0 40.1 - - - - 
LT 19.4 41.8 38.8 17.1 - - - - 
HU 9.4 56.2 34.4 26.4 - - - - 
MT 0.0 100.0 0.0 2.5 - - - - 
PL 12.4 61.5 26.1 18.1 - - - - 
SI 16.1 53.5 30.4 36.9 - - - - 
SK 32.8 44.3 22.9 3.1 0.0 86.1 13.9 14.9 
EU-10 13.6 60.3 26.0 20.4 0.0 81.2 18.8 21.6 
EU-25 16.1 56.2 27.8 25.6 5.5 71.7 22.9 47.4 

Source: Authors based on European Commission (2010h), pp. 68-69. 
Note: Expenditure up to end-2008. 

2007-2013 allocation 
Over the 2007-2013 programming period the ERDF and the ESF allocated Euro 27.4 billion to 
direct SME support in order to spur the creation and growth of SMEs, Euro 28 billion to other 
kinds of enterprise support also benefitting SMEs, and an additional Euro 14 billion to support 
actions aimed at anticipating and managing economic and structural changes to ensure more 
and better jobs for Europe.30 In the table below the total amount allocated by SME-relevant 
measures is provided. The largest amounts addressed to SMEs refer to measures aimed at 
stimulating and giving assistance to research, innovation, technology transfer and 
entrepreneurship.  

                                          
30 European Commission (2010p), 
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Table 7: ERDF and ESF allocation by SME-relevant measures (Euro) 

Code Category Description Total Euro* 

03 Technology transfer and improvement of cooperation 
networks among small and medium-sized businesses 
(SMEs), and between these and other businesses and 
universities, post-secondary education establishments of 
all kinds, regional authorities, research centres and 
scientific and technological poles (scientific and 
technological parks, technopoles, etc.) 

Direct support to 
SMEs 

5,577,079,812 

04 Assistance to R&TD, particularly in SMEs (including 
access to R&TD services in research centres) 
 

Direct support to 
SMEs 

5,573,990,437 

05 Advanced support services for firms and groups of firms General 
enterprise 
support 

5,150,882,219 

06 Assistance to SMEs for the promotion of environmentally-
friendly products and production processes (introduction 
of effective environment management systems, adoption 
and use of pollution prevention technologies, integration 
of clean technologies into the firms’ production) 

Direct support to 
SMEs 

2,504,554,193 

07 Investment in firms directly linked to research and 
innovation (innovative technologies, establishment of 
new firms by universities, existing R&TD centres and 
firms, etc.) 

General 
enterprise 
support 

9,029,635,350 

08 Other investments in firms General 
enterprise 
support 

13,602,947,650 

09 Other measures to stimulate research and innovation and 
entrepreneurship in SMEs 

Direct support to 
SMEs 

6,526,131,821 

14 Services and applications for SMEs (e-commerce, 
education and training, networking, etc.) 

Direct support to 
SMEs 

2,144,358,160 

15 Other measures for improving access to and efficient use 
of ICT by SMEs 

Direct support to 
SMEs 

1,537,162,147 

62 Development of life-long learning systems and strategies 
in firms; training and services for employees to step up 
their adaptability to change; promoting entrepreneurship 
and innovation 
 

Restructuring 
firms and 

adaptability of 
workers 

9,752,889,678 

63 Design and dissemination of innovative and more 
productive ways of organising work 
 

Restructuring 
firms and 

adaptability of 
workers 

1,897,998,513 

64 Development of special services for employment, training 
and support in connection with restructuring of sectors 
and firms, and development of systems for anticipating 
economic changes and future requirements in terms of 
jobs and skills 

Restructuring 
firms and 

adaptability of 
workers 

2,777,040,858 

68 Support for self-employment and business start-ups Direct support to 
SMEs 

3,737,705,913 
 

Total  
 69,812,376,751 

 
Source: Authors based on DG REGIO data. Programming period 2007-2013. 

34 



SMEs in the cohesion policy management cycle 
 

Note: (*) The total amount includes funding for EU cross-border cooperation. 
The figure below presents the percentages of total business support by country and by type of 
measure (i.e. i) Direct support to SMEs; ii) General enterprise support; and, iii) Restructuring 
firms and adaptability of workers). Luxembourg, Slovenia, Slovakia and Sweden were the 
countries that allocated the largest share of business support to measures specifically 
dedicated to SMEs (type i), while Denmark and the Netherlands allocated most of their 
financing to measures aimed at restructuring firms and linked to the adaptability of workers. 
 
Figure 3:  ERDF and ESF allocations for SME support by Member State* 
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Source: Authors based on DG Regio data. 
Note: (*) As a percentage of total EU funding to support business. 

 
Lastly, the figure below provides the ERDF and ESF allocations by Member State and by SME-
relevant measure. These data reveal that the countries that allocated a larger share of the 
Community Funds to business support were Denmark and Austria,31 followed by Finland, 
Sweden, the UK and the Netherlands.32 If we consider only measures providing direct support 
to SMEs the largest shares were allocated by Denmark, Finland, Sweden, the UK and 
Slovenia.33 
 

                                          
31 More than 50% compared to an average value of 20.3%. 
32 More than 40% compared to an average value of 20.3%. 
33 More than 16% compared to an average value of 8%. 
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Figure 4:  ERDF and ESF allocations for SME support by Member State* 
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Source: Authors based on DG REGIO data. 
Note: (*) As a percentage of total EU funding. 

 
As to the specific JEREMIE initiative, in February 2012 the total JEREMIE Holding Fund 
amounted to Euro 1.24 billion (compared to the Euro 1.02 billion of 2009). The table below 
shows the allocation by country/region.  
 
Table 8: JEREMIE holding Fund allocation by country/region 

COUNTRY/REGION MILLION EURO 
Greece 250 
Romania 100 
Latvia 91.5 
Lithuania 210 
Languedoc Roussillon (FR) 30 
Campania (IT) 90 
Slovakia 100 
Cyprus 20 
Bulgaria 200 
Sicily ERDF + Sicily ESF (IT) 75 
Malta (MT) 10 
Calabria (IT) 45 
Provence-Alpes-Côte d’Azur (FR) 20 

Source: Authors based on Latest developments of EIF JEREMIE Activities, February 2012 
 

Implementation and absorption capacity of SFs instruments for business support  
Overall, a huge amount of resources were made available by SFs to support business, while 
only a small number of payments made were from SFs to Member States over the period 
2007-2010. According to ISMERI Europa (2010),34 at the end of 2009 commitment 
expenditure dedicated to enterprise support amounted to just 33% of allocation even if this 

                                          
34 European Commission (2010g). 
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was higher than the average commitment across categories (27%).35 The commitment rate for 
enterprise support is indeed higher than for other categories of expenditure (e.g. 
infrastructure). Interestingly, commitment rates are on average higher for EU-12 (35%) than 
for EU-15 (31%). The reason is the high rate of investment grants (see “Other investments in 
firms”) which reflects the traditional nature of this instrument and experience in using it. 

Table 9: Commitments to enterprise support from the ERDF and CF in EU12 by 
Member State, 2007-2013 (% of total allocation) 

 BG CZ EE CY LV LT HU MT PL RO SI SK EU12 

ICT and related 
services 

0 49 32 0 39 19 11 2 58 45 64 36 42 

Innovation 
support for 
SMEs 

33 10 26 8 64 67 20 93 10 21 44 18 22 

Other 
investments in 
firms 

59 102 234 53 21 48 60 0 35 5 80 89 49 

RTDI and linked 
activities 

27 12 37 24 10 20 27 104 49 37 80 18 36 

Total enterprise 
support 

36 23 51 28 32 43 38 67 39 22 54 28 35 

Total 
commitments 

10 40 56 50 39 42 26 56 17 17 43 42 27 

Source: Authors based on European Commission (2010g). 
Note: Commitments at the end of 2009 for most OPs. 

 
Table 10: Commitments to enterprise support from the ERDF and CF in EU15 by 

Member State, 2007-2013 (% of total allocation) 

 BE DK DE IE GR ES FR IT LU NL AT PT FI SE UK EU15 

ICT and 
related 
services 

0 5 7 0 16 22 41 17 0 3 0 31 17 26 20 21 

Innovation 
support for 
SMEs 

71 9 21 50 1 8 19 8 42 75 16 40 45 29 41 24 

Other 
investment in 
firms 

10
20 49 44 

13
11 25 79 0 30 48 48 41 53 56 45 

RTDI and 
linked 
activities 

105 9 25 65 54 14 34 15 54 47 38 57 30 39 30 31 

Total 
enterprises 
support 

96 9 32 59 34 12 28 15 50 55 32 48 37 36 28 31 

Total 
commitments 

100 8 29 33 26 19 27 10 44 53 33 39 39 37 34 26 

Source: Authors based on European Commission (2010g). 
Note: Commitments at the end of 2009 for most OPs. 

 

                                          
35  Commitment figures should be taken with caution since what is defined as commitment varies markedly across 

countries, European Commission (2010g).  
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1.2. Cohesion Policy management cycle – who does what 
This section maps the stakeholders involved in the implementation of Cohesion Policy, and 
identifies the different phases of the programme management cycle in order to have a detailed 
overview of who does what.  

1.2.1. Stakeholders 
 
Three categories of stakeholders can be identified: institutional actors, SMEs and SME support 
entities.   

Institutional actors  
Institutional actors are generally public bodies easily identifiable inasmuch as their existence is 
enshrined in the Regulations. Those involved to varying degrees in the programme/project 
management cycle of Cohesion Policy are:  

 the Managing Authority (MA) 

 Intermediate Body/Bodies (IBs) 

 Certifying Authority (CA) 

 Audit Authority (AA)  

Small and medium-sized enterprises 
The main difficulty with the identification of SMEs is being able to account for a wide variety of 
cases under one single umbrella. The definition of SME adopted by the European Commission 
in order to make possible policy support in their favour is based on a size criterion (see Annex 
I). Hence, three categories of SMEs are identified: micro-enterprises with fewer than 10 
employees; small companies with fewer than 50 employees, and medium-sized firms with 
fewer than 250 employees. However, it is clear that SMEs also differ with regard to other 
criteria such as the industrial sector they belong to, the phase of the business cycle they are in 
(from seed, to start-up and more mature firms), the degree of innovativeness (e.g. R&D 
intensity), their age, geographical location, etc. All these criteria and factors (that partially 
overlap) are likely to determine specific strategic trajectories that policy makers should 
consider in order to design appropriate support measures (European Parliament 2011).  
 
In this respect the current definition of SME in the EU sense is often criticised for being too 
rigid and unidirectional. For example, it does not account for country specificity where the 
definition of SMEs is relative to a given context (what is a small company in one country or 
region might be considered to be a large company in another country or region). The stakes 
are high since financial support depends on such a definition. For example, enterprises with 
more employees than stated by the official definition, but still below the size of an international 
large company are excluded from SME support. As a result, companies that are neither large 
nor medium-sized do not have the advantage of SME support and they are not large enough to 
benefit from the advantages of large firms in negotiating with banks and credit institutions.  

SME support entities  
A wide variety of SME support entities exist across EU Member States, but no universal 
definition applies to these bodies or to the services they provide to their members and clients. 
Most of them are totally or partially public-owned, but private entities might also be set up to 
serve specific SMEs’ needs. Some of them might be eligible to become IBs, while others are 
direct targets of SF assistance. For ease of presentation, and to better identify the role of these 
different entities within the Cohesion Policy programming and project management cycle, we 
have grouped them into four broad categories. It is important to mention that some 
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organisations might offer services that cut-across the four categories identified and that status 
and position might vary considerably across Member States.  
 

1. Business representative associations. According to EIM Business & Policy Research 
(2009b) business organisations are defined as organisations that have been set up by, 
and that represent, the private business sector. Besides specific SME and craftsman 
associations, there is a wide variety of business organisations across Europe. These 
include group specific associations, such as women’s or young entrepreneurs’ 
associations, or sector-specific organisations, such as in the pharmaceutical or textile 
sectors. In spite of this variety, these organisations have in common a core number of 
specific functions. Their key objective is to represent the interests of their members and 
to be involved in policy making at both national and EU level, but they also offer other 
important services such as networking, business consulting, tax policy and social 
security advice, training, etc. In addition to the national and local business 
organisations there are also some important European business associations such as 
EUROCHAMBERS36 and UEAPME37, the latter is the most active employers’ organisation 
representing the interests of European crafts, trades and SMEs at EU level.  

2. Financial institutions. These institutions share the public mission of improving SMEs’ 
access to finance. Services provided include guarantee schemes for SMEs, management 
of grants and subsidies for enterprises, soft loans, incentives for venture capital, 
support for the internationalisation of SMEs and management of SME-financing specific 
instruments such as microcredit and mezzanine finance. Public and private institutions 
complement each other in this task. For instance, in Italy an important role is played by 
regional financial intermediaries owned by regional administrations, such as Veneto 
Sviluppo SpA or Finpiemonte SpA, along with a specific branch of a traditional bank, 
such as Artigiancassa of the BNP Paribas Group. Similarly, in Germany the financial 
support aimed at SME start-ups is provided by the promotional bank of the Federal 
Republic and the federal states, the KfW Bankengruppe. In France, OSEO, a financial 
institution born in 2005 by bringing together ANVAR (French innovation agency) and 
BDPME (SME development bank), offers assistance and financial support to French 
SMEs. Some of the European financial institutions providing support to SMEs are 
members of the Network of European Financial Institutions for SMEs (NEFI), which, as 
well as helping SMEs to access credit, also provides expertise and advice for the EU and 
its financial institutions in the planning and implementation of EU-wide promotional and 
financing schemes.38 

3. Business support organisations. Business support organisations include a large 
variety of services for enterprises. Unlike financial institutions, they do not offer 
financial support, but their specific objective is to provide operational support to SMEs 
through highly qualified knowledge and technology transfer. With regard to SMEs, a 
distinction can be made between infrastructural services, such as business incubators, 
business innovation centres or technological and scientific parks, and advisory services 
related to accounting, finance, business planning, human resources, sales and 
marketing, operations and information technology. These services might be offered by 
public agencies within the context of national or European support or by private 
business organisations. For instance, in Slovakia the National Agency for Development 
of Small and Medium Enterprises manages SME support measures by securing the 
building of the infrastructure for business development (incubators), monitoring the 
business environment and carrying out information activities.  

                                          
36 http://www.eurochambres.be/Content/Default.asp 
37 http://www.ueapme.com/ 
38 See NEFI web site - http://www.nefi.be/ 

39 



Policy Department B: Structural and Cohesion Policies 
_________________________________________________________________ 

4. Networking/clustering services. These organisations specialise in establishing 
enterprise networks to spread innovation and knowledge, support SME 
internationalisation, and facilitate access to EU standards, laws and projects.39 As 
membership of the Enterprise Europe Network shows, in most EU countries these 
services are offered by the local Chamber of Commerce. Cluster organisations are a 
new form of professional enterprise service based on the recognition of the importance 
of clusters for regional economic systems and territorial cohesion. These services are 
often offered by local or regional development agencies through special service 
companies. For instance, many Italian regions have established local cluster 
development agencies that specialise in different sectors following the particular 
industrial pattern of their territory.  

 
In the framework of the programme management cycle, the SME support entities identified 
above can play different roles; they may be a beneficiary, an IB or a provider of advisory 
services for potential applicants.  
 
First, business support organisations and representatives of the SME sectors (such as national 
chambers of commerce, national associations/confederations/unions of SMEs and national 
agencies for the development of SMEs) can be consulted by their national and regional 
authorities in the drafting of the OPs. Of course, the greater the involvement of the SME 
support entities and the potential beneficiaries in the programming phase, the closer the 
measures targeting SMEs will come to meeting their needs and taking into account their 
constraints.  
 
SME support entities such as chambers of commerce, entrepreneurs’ associations (e.g. 
Piedmont OP, Italy), financial institutions (e.g. NRW.BANK, NRW OP Germany), can also play 
an important role in providing information, publicity and in some cases even support to 
beneficiaries for project development. Since SME support entities are much more active in the 
local dimension and know the SME reality, they are an effective way of promoting local 
awareness of funding opportunities and a powerful channel of information in order to improve 
SMEs’ applications to SFs.  
 
SME support entities play different roles depending on whether they are beneficiaries or IBs. If 
they are beneficiaries, they apply for SFs to the competent implementation authority like any 
other potential applicant, whereas if they are IBs they are in charge of managing some specific 
programme funds. Often, SME support entities labelled as “financial institutions” operate as 
IBs that provide management and delivery of financial instruments to SMEs. For instance, 
Veneto Sviluppo, a regional financial institution of the Veneto Region, which manages a 
revolving fund for financing SME innovative investments, is an IB of the regional OP. Moreover, 
according to the difficulties facing SMEs in pre-financing, the financial support entities also play 
an essential role in providing credit to SMEs during the project implementation phase. As an 
example, Lower Austria has introduced a system of interim finance for regional funds: once a 
project is approved, the beneficiary receives an interim financing of 25% of the total amount of 
the approved cost.40 
 
Finally, SME support entities can play the role of direct consultant either by offering 
consultancy-style services to SMEs or micro-enterprise owners to assist them in developing 
ideas, or by supporting them in drafting the application form. For instance, in Languedoc-
Roussillon (France) the sub-regional chambers of commerce provide support for smaller 
project applications. In particular, according to the European Parliament (2012a, p. 73), when 

                                          
39 See the Enterprise European Network - http://portal.enterprise-europe-network.ec.europa.eu/about/branches 
40 European Parliament (2012a). 
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consultants operate under the supervision of the MA, this is seen as very helpful also in 
facilitating the dissemination of up-to-date information and publicity. Moreover, indirect 
support can be offered by SME support entities, often private consultants, in the form of 
training for the project management cycle. Also, private consultants are used by SMEs in the 
post-award phase in order to comply with the monitoring and reporting obligations. 
 

1.2.2. Phases of the programme/project management cycle 
 
SF programmes are implemented in a management system shared between the EC and the 
Member States. On the one hand, the European institution provides the strategic framework, 
the Community strategic guidelines, and the regulations for Structural and Cohesion Funds. On 
the other, Member States and their national and regional administrative systems handle the 
implementation of the SFs. In this light, it is possible to define a programme management 
cycle41 under the responsibility of the MAs and IBs, as well as the related project management 
cycle.  
 
Figure 5:  Programme and Project Management Cycle 

 

Source: European Parliament (2012a), p. 32 and Interact (2007), p. 14. 
 

Programming  
In this phase, Member States define the National Strategic Reference Framework (NSRF), OPs 
and related measures of intervention. The NSRF, which ensures that assistance from the Funds 
is consistent with the EU’s strategic guidelines on cohesion, is prepared by each Member State 
in partnership with the Commission and national authorities and bodies such as: (a) the 
competent regional, local, urban and other public authorities; (b) the economic and social 
partners; (c) any other appropriate body representing civil society and non-governmental 

                                          
41  Alternative models exist for the project/programme management cycle. The proposed one is based on European 

Parliament (2012a) and Interact (2007). For instance, a slightly different version is presented in a study on “Moving 
towards a more results/performance-based delivery system in Cohesion Policy” (European Parliament (2012b)). 
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organisations.42 Thanks to the partnership principle a first contact between the potential 
applicants and the EU funding instrument is established early in the Cohesion Policy 
programming cycle. The OPs are prepared by each Member State and lay down the priorities 
selected by the national and regional authorities for the programming period. Distinctions 
should be made between thematic OPs that are set at national level, multinational 
programmes that combine several regions with a similar thematic focus, and regional 
programmes that aim to support national cohesion across different regions.43 Regardless of the 
type, the management of each OP is the responsibility of a specific MA designated by the 
Member State.44  
 
The outcomes of this phase are influenced by different factors at different levels, namely: i) 
rules and regulations defined at European level; ii) regulations, co-financing budget and 
administrative system at national level. Even if the legal and strategic framework for SFs 
defined at European level does not have a direct impact on project generation and 
management, it is the basis on which national authorities define the thematic focus of the 
intervention contained in the NSRFs and decide a budget for the whole programming period. 
Within a common European regulatory framework, MSs determine their own approach to the 
management and delivery of SFs, which depends on their institutional and administrative 
structure.45 Variations in administrative systems involve different interactions at the national, 
regional and sub-national levels, which in turns leads to different levels of beneficiary 
involvement in the preparation and in the effective implementation of the OPs. For instance, a 
high degree of regionalisation may lead to more complex hierarchical systems and divisions of 
power between central and regional administrations and further complicate project application 
systems.46 Moreover, depending on the institutional arrangements and the administrative 
context, MSs may differ in the way they allocate SFs. In particular, three types of resource 
allocation systems can be identified, namely: i) integrated systems, which are characterised by 
strong integration of SFs into the domestic system and decision-making process for EU and 
national funding; ii) differentiated systems where there is a clear distinction between SFs and 
domestic funds; and, iii) aligned systems that are a mixture of the other two, where separate 
decision-making processes for EU and domestic funding exist, but operate in parallel or are in 
some way coordinated.47 
 
At the end of programming, the preparation of programme implementation is essential in order 
to correctly perform the implementation phases. For the programme cycle this phase consists 
of allocating the resources available from SFs to intermediaries and projects, setting up the 
programme management structure and providing information and communications about 
funding opportunities.  
 
In allocating EU funding to beneficiaries the MA has two choices: to divide up the funding 
envelope between various intermediate (or implementing) bodies48 at the start of the 
programme or to allocate resources directly to projects. In the former case, which is 
particularly relevant for large programmes, several mechanisms can be used to allocate 

                                          
42  Article 11 of General Regulation No. 1083/2006 European Commission Regulation 1083/2006. 
43  European Parliament (2012a). 
44  According to Art. 59.1(a) of European Commission Regulation 1083/2006, it is a national, regional or local public 

authority or a public or private body designated by the MS to manage the OP. 
45  A distinction can be made between federal, regional and centralised systems.  
46  European Parliament (2012a). 
47  Ferry et al. (2007). 
48  According to EC Regulation 1083/2006, MSs or MAs may entrust the management and implementation of a part of 

an OP to one or more IBs, including local authorities, regional development bodies or NGOs, in accordance with an 
agreement concluded between the MS or the MA and that body. IBs may be first or second level, the first is the 
type described above, while second level IBs carry out duties transferred by a first level IB. See Art. 59(2) and 
42(1). 
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funding to IBs, namely: i) single-stream budgets where SFs are combined with domestic 
funding to create a co-funded budgetary stream; ii) allocation of funding blocks to specific 
administration organisations; iii) allocation of funding to sub-national or sub-regional groups of 
partners responsible for specific strategic objectives of the programme; and iv) allocation of 
funding to a financial intermediary in order to provide capital to business on an ongoing 
basis.49 The programme management structure and control system are strictly related to the 
resource allocation system. Art. 58 of EC 1083/2006 reports general principles about the way 
in which programmes shall be administered and the arrangements and division of powers 
among the MA, IBs, the functions of the bodies concerned in management and control, and the 
allocation of functions within each body. The regulation also requires the setting up of a 
reporting and monitoring system and of arrangements for auditing the functioning of the entire 
management and control system. 
 
The final, but also key, step of this phase is to conduct information dissemination campaigns in 
order to ensure that potential beneficiaries are aware of funding opportunities. Article 69 of EC 
1083/2006 states that MAs shall provide information on and publicise operations and co-
financed programmes. Article 5 of EC 1828/2006 specifies that the MA shall provide potential 
beneficiaries with clear and detailed information on at least the following: (a) the conditions of 
eligibility to be met in order to qualify for financing under an OP; (b) a description of the 
procedures for examining applications for funding and of the time periods involved; (c) the 
criteria for selecting the operations to be financed; (d) the contacts at national, regional or 
local level who can provide information on the OPs. A range of additional actors also play an 
important role in providing information and publicity, these include Chambers of Commerce, 
entrepreneurs’ associations, banks, Non-governmental organisations (NGOs) and the local 
press.50 There are many different channels through which information about the programmes 
is disseminated, namely: programme website, direct e-mailing and e-newsletters, help-lines, 
printed media, press releases, face-to-face discussions, seminars and workshops, briefings, 
word of mouth and advertising. In general, channels that are more narrowly spatially targeted 
are more in-depth and customised, but on the other hand, they tend to be more expensive. 
Obviously, different dissemination methods complement each other and they could be utilised 
at different stages of the programme cycle. At project level, the information activity requires 
an intensive interaction between applicants and qualified/experienced programme managers 
capable of providing an overview of different types of funding sources, funding schemes and 
the various application procedures. European Parliament (2012a) reports a list of issues 
highlighted in SFs information and publicity dissemination practice, namely: maintaining up-to-
date information through some channel; provision of too general information; and linguistic 
barrier for transnational actions.  
 
Also, during this phase, the call system for project proposals is set up. Calls may be directed at 
a wide range of beneficiaries, from intermediaries such as banks or private finance institutions 
in the case of financial engineering instruments, to SMEs, universities and voluntary sector 
organisations.51 Call systems can vary according to timing, openness and thematic nature. 
Usually, for individual and smaller projects, which are those that the SMEs are interested in, an 
open call system is used to invite potential beneficiaries to submit project applications. In this 
context, while an information and outreach campaign is an important indicator of success, the 
quality of the information provided, especially in terms of the clarity of conditions for 
participation, is essential to attract a sufficient number of applications. 

                                          
49  Ferry et al. (2007). 
50  European Parliament (2012a). 
51  European Parliament (2012a). 
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Access  
In this phase, the potential applicants have to develop the project and submit the application 
for funding to the competent implementation body (e.g. MAs, IBs). First, potential applicants 
have to decide to apply for funding, as a consequence, project ideas should be generated and 
partners should be sought. In this regard, it is fundamental that MAs/IBs stimulate new project 
ideas and help to develop good ideas into projects in order to avoid the risk that the projects 
proposed are not consistent with the programme priorities.52 
 
The project development involves the identification of the objectives, context, technical 
implementation and funding request, the expected results and impact as well as the 
implementation and resource schedules. Characteristics common to every SFs application are 
project rationale, project output, time scales, methods, risk appraisal and mitigation, 
personnel, integration with existing instruments/mechanisms and a detailed budget 
breakdown.53 However, application formats differ according to the funding context and country 
regulations. For instance, if co-financing is already provided in advance by the MA or IB, a 
single application form is sufficient. On the other hand, if applicants need to mobilise their own 
co-funding as under differentiated resource allocation systems, separate forms may be needed 
for SFs and domestic co-funding. However, in such case some countries/regions have made 
efforts to simplify things by having all co-financing sources covered by a single application 
form. Moreover, some countries use electronic application forms that can facilitate the 
application process, while other partner regions have adopted Expressions of Interest54 instead 
of full applications. Since the information requirements established by the regulation are 
usually very demanding,55 the available information and support services play a central role, 
as does the capacity of the applicants to develop their application. In general, public bodies, 
universities and larger businesses are better equipped to prepare and submit applications than 
small or even single-person businesses.56 
 
Ferry et al. (2007) define four main types of application support:  

 Support provided at the programme level by the MA or the Secretariat or even by ‘one-
stop-shops’. 

 Sub-regional support and ‘multiplier’ structures provide targeted support for smaller, 
less well-known soft measures. 

 Specialist consultancies that provide targeted support services during project 
development. 

 Financial support provided by public bodies, financial intermediaries and Technical 
Assistance Sources.  

 
After project submission, the MA/IB is in charge of project appraisal and selection, and the 
communication of the results to the applicants. Project appraisal and selection usually start 
with the check of fulfilment of legal and formal requirements as well as the availability of co-
financing or compliance with State Aid rules. Then, technical and financial considerations are 

                                          
52  For this reason some countries have developed Project Advisory Groups.  
53  European Parliament (2012a). 
54  A call for expressions of interest is simply a method of selecting candidates to be invited to tender under a future 

restricted tendering procedure. The purpose is to assess the technical and financial qualifications of candidates in 
order to establish a list of potential contractors. At the same time, it allows the firms interested to make 
preparations with a view to bidding for contracts. Source: http://ipts.jrc.ec.europa.eu/callsfortender/ 

55  While information and dissemination requirements are laid down by the EU, application and financing procedures 
are determined at a national level, thus, a heavier administrative culture could lead to very demanding application 
processes. 

56  European Parliament (2012a). 
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made according to some specific selection criteria.57 In this context, the selection of criteria, 
the way in which they are applied, their relative weight and the way in which qualitative 
indicators are used, are very important. According to Art. 13 of EC 1828/2006, for the 
purposes of the selection and approval of operations, the MA shall ensure that beneficiaries are 
informed of the specific conditions concerning the products or services to be delivered under 
the operation, the financing plan, the time-limit for execution and the financial and other 
information to be collected and communicated. Moreover, the MA shall satisfy itself that the 
beneficiary has the capacity to fulfil these conditions before the approval decision is taken. The 
final stage of the appraisal entails providing recommendations based on the conclusions 
reached during the previous stages.  
 
All of the activities linked to project appraisal and selection influence not only the award, but 
also the way potential applicants view the process as a whole. Indeed, as reported in European 
Parliament 2012a, if the selection process is transparent and efficient, the communication clear 
and the funding awards suitably expedited, candidates are more satisfied and they have a 
positive perception of the EU SFs implementation, which in turn encourages them to 
participate in the next call for proposals. At the end of the project pipeline generation phase, a 
contract is signed between the beneficiary and the implementation body.  

Implementation 
This phase of the cycle involves a continuing interchange between the beneficiary and the MA 
or IB. The main processes that take place during this phase are financial management, 
monitoring, reporting, audits and evaluation. This is the most significant phase for the 
beneficiaries, not only in terms of resources and time allocated, but also for the delivery of the 
planned benefits, and it is the most challenging one. In particular, financial management and 
reporting pose the most important challenges for applicants.58 
 
Following a number of inception activities (e.g. preparation and submission of the operational 
work plans for the project, setting up the monitoring and evaluation system), the project 
implementation phase begins, which consists of implementing the activities provided for in the 
work plan. At the same time the financial management of the project starts, which goes hand 
in hand with the financial management system of Cohesion Policy.  
 
The financial management system of Cohesion Policy is based on planning, management and 
control systems. Within this system, the Commission makes three different categories of 
payments to Member States: pre-financing, interim payments and payment of the final 
balance. According to Art. 82 of EC 1083/2006 a single pre-financing amount per programming 
period shall be paid by the Commission to the body designated by the Member State following 
the Commission decision approving a contribution from the Funds to an OP. Once the final 
beneficiary of a programme utilises the funds for a project and submits the related expenditure 
declarations to the MA or IB, the Certifying Authorities control the eligibility and certify the 
expenditure incurred. However, the project statement of expenditure is not immediately 
submitted to the European Commission, in fact the Certifying Authority sends the statements 
of expenditure collected from various OPs to the EC only three times a year.59 This process 
automatically results in a substantial delay between implementation in the field, e.g. the start 
of a project by a beneficiary, and financial execution, corresponding to the EC’s registration of 
the claim request.60 Concerning the payment of the final balance, Art. 89 of EC 1083/2006 
indicates that the Commission shall pay it provided that the Member State has sent an 

                                          
57  They generally comprise: universal eligibility criteria, entry criteria and quality criteria. Source: Ferry et al (2007). 
58  See European Parliament (2012a), p. 47 
59  See Art. 87(1) EC 1083/2006. 
60  Bubbico, R. L., De Michelis, N. (2011). 
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application for payment of the final balance and a statement of expenditure together with the 
final implementation report for the OP. 
 
Reporting, monitoring and evaluation are carried out in order to ensure the effectiveness and 
the quality of programme implementation. According to Evalsed, a reporting system can be 
“any system through which information is recorded regarding a specific project or programme. 
As well as keeping records and useful information on progress, they assist in the monitoring 
process and the evaluation stages of any project or programme”.61 In the current 
programming period, MSs are required to collect and report information to the EC on the 
amount of cumulative funds allocated to the operations selected under the OP for each 
dimension of funds assistance listed in Annex II of EU Reg. 1828/2006.62 The submission of 
this data is a compulsory part of the Annual Implementation Report (AIR) that MSs must send 
to the European Commission by 30 June each year. A final report is due by 31 March 2017 
(Art. 67 of EC Reg. 1083/2006). The reports shall include the progress made in implementing 
the OPs and priority axes in relation to their specific, verifiable targets, with a quantification, 
wherever and whenever they lend themselves to quantification. In addition, a Final 
Implementation Report is required by the European regulation as well as two strategic reports 
per programming period about the progress of the programme in contributing to the objectives 
of the Cohesion Policy, the Community Strategic Guidelines and the Guidelines for growth and 
jobs. 
 
According to Evalsed, monitoring refers to the “continuous process of examining the context of 
the programme and the delivery of programme outputs to intended beneficiaries, which is 
carried out during the execution of a programme with the intention of immediately correcting 
any deviation from operational objectives”.63 In the 2007-2013 programming period 
monitoring is linked to the financial and physical targets set in the OPs. To this end, a 
monitoring system and a monitoring committee are set up for each OP. According to Art. 75 of 
EC 1083/2006 the tasks of the monitoring committee include: i) considering and approving the 
criteria for selecting the operations; ii) periodically reviewing the progress made towards 
achieving the specific targets of the OP on the basis of documents submitted by the MA; iii) 
examining the results of implementation. Monitoring systems differ considerably from Member 
State to Member State. According to some analysts, there are three key areas in which 
monitoring systems may differ. First, frameworks can be integrated or fragmented. Second, 
monitoring systems may be characterised by different links and connections between NSRF 
and Programme documents. Third, systems may be more or less related to general evaluation 
frameworks.64 
 
Evaluation activities are linked to the monitoring of OPs. Evaluation involves using information 
from monitoring and other sources to find out and explain the effects of the interventions.65 It 
relies on the indicator system laid down by MAs during the programming phase and it follows 
the proportionality principle, namely the measurement of impacts and the methodologies used 
should reflect the size of the interventions. According to Art. 47 of EC 1083/2006, evaluation 
shall be carried out before, during and after the programming period, whilst according to Art. 
47 and Art. 49 of EC 1083/2006, the Commission provides guidance on quality standards and 
evaluation methodologies and carries out strategic evaluations, while ongoing/interim 
evaluation is under the shared responsibility of the MS and the Commission. Article 48 of EC 
1083/2006 states that Member States are required to provide the human and financial 

                                          
61  http://ec.europa.eu/regional_policy/sources/docgener/evaluation/evalsed/glossary/glossary_r_en.htm# 

Reporting_System 
62  EC Regulation 1828/2006 and EC Regulation 1080/2006. 
63  http://ec.europa.eu/regional_policy/sources/docgener/evaluation/evalsed/glossary/glossary_m_en.htm#Monitoring 
64  Polverari, L., Mendez, C., Gross, F., Bachtler, J. (2007). 
65  European Commission (2006). 
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resources necessary to carry out the evaluations and assigns the responsibility for ex-ante 
evaluation to the MS. It must be stressed that reporting, monitoring and evaluation shall take 
place both at the programme and at the measure/intervention/ project level.66 Indeed, during 
project implementation it is important to assess the: (i) continued relevance and feasibility of 
the project; (ii) progress made towards achieving objectives and resources used; (iii) quality of 
management, including risk management; and, (iv) prospects for sustainability of the benefits 
achieved.  
 
Moreover, at programme level an Audit Authority, which is a national, regional or local public 
authority or body, functionally independent of the MA and the Certifying Authority, designated 
by the Member State for each OP, is responsible for analysing the reliability of the documents 
and accounts provided by the MA and certified by the Certifying Authority.67 It verifies whether 
the operations are eligible for European funding, whether the expenditure declared 
corresponds to the accounting records, complies with Community and national rules and 
whether the public contribution has been paid to the beneficiaries (Art. 16 of Reg.1828/2006). 
Where anomalies or systemic problems are detected, the AA carries out further examination, 
including additional audits where necessary, in order to establish the scale of the problem. The 
AA produces its results on the basis of the documents held by the beneficiaries, the results of 
the desk and on-the-spot verifications implemented by the MA and the CA at previous levels of 
financial control, and also on the basis of its own audits of both the management and control 
system and the operations. It adopts a sampling methodology, which is generally based on a 
random statistical sampling method, but some additional and complementary audits can be 
carried out with a different method (on the basis of risk). The AA regularly reviews the 
coverage provided by the random sample in order to ensure that different types of operations, 
beneficiaries, or priority axes are covered.68 
 

1.2.3. The case of financial engineering instruments 
 
As with all other forms of assistance co-financed by the SFs, the structure and implementation 
of financial engineering instruments must in all circumstances fully respect all applicable 
provisions of the SF regulations and other EU and national rules and regulations (in particular 
regarding State Aid and public procurement) as well as the principle of sound financial 
management.69 
 
Thus, financial engineering instruments are regulated by Art. 44 of EC Regulation 1083/2006; 
Articles 3(2)(c), 4(1), 5(1)(d) and 6(2)(a) of EC Regulation 1080/2006; Art. 11(1) of EC 
Regulation 1081/2006; and Articles 43 to 46 of EC Regulation 1828/2006. 
 
According to Art. 44 of EC 1083/2006 SFs may finance expenditure related to an operation70 
comprising contributions to support: 
 

I. financial engineering instruments for enterprises, primarily small and medium-sized 
ones, such as venture capital funds, guarantee funds and loan funds;  

II. urban development funds, that is, funds investing in public-private partnerships and 
other projects included in an integrated plan for sustainable urban development;  

                                          
66  Monitoring and evaluation at programme level are required by EC Regulation 1083/2006, while those at 

measure/project level are regulated by national law. 
67  Article 59 of European Commission Regulation 1083/2006. 
68  European Commission (2010d), Annex p. 88. 
69  European Commission (2011b). 
70  According to Art. 2(3) of EC 1083/2006, an operation is a project or group of projects selected by the MA of the OP 

concerned or under its responsibility according to criteria laid down by the Monitoring Committee and implemented 
by one or more beneficiaries allowing achievement of the goals of the priority axis to which it relates. 
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III. funds or other incentive schemes providing loans, guarantees for repayable 
investments, or equivalent instruments, for energy efficiency and the use of renewable 
energy in buildings, including in existing housing. 

 
Moreover, Art. 43(1) of EC 1828/2006 states that financial engineering instruments can take 
the form of actions that either make repayable investments, or provide guarantees for 
repayable investments, or both. 
 
In the context of financial engineering instruments, financial intermediaries are the 
beneficiaries, while SMEs are the final recipients.71 More precisely, the Guidance Note72 states 
that beneficiaries are the financial engineering instruments in themselves, while financial 
intermediaries and financial institutions are among the bodies that may subsequently be 
selected to implement financial engineering instruments. 
 
According to Art. 44 of EC 1083/2006 financial engineering instruments can be organised 
through holding funds that are "funds set up to invest in several venture capital funds, 
guarantee funds, loan funds, urban development funds, funds or other incentive schemes 
providing loans, guarantees for repayable investments, or equivalent instruments, for energy 
efficiency and the use of renewable energy in buildings, including in existing housing". As far 
as SME support is concerned, the capital, loan and guarantee funds are those of most interest. 
Alternatively, funds can be transferred directly to selected intermediaries.  
 
The implementation of the above funds can take three forms as stated in points (a), (b) and 
(c) of Art. 44 EC 1083/2006, namely: i) through the award of a public contract in accordance 
with applicable public procurement law; ii) through the award of a contract directly to the EIB 
or the EIF; and, iii) through the award of a grant, defined for this purpose as a direct financial 
contribution by way of a donation to a financial institution without a call for proposals, if this is 
in accordance with the national law compatible with the Treaty. It is up to the Member State or 
the MA to decide whether the contribution from the OP should be implemented through a grant 
to a financial institution or through the award of a public contract.  
 
Figure 6:  Flow of funds from an OP down to the SMEs 

 
Source: European Court of Auditors (2012), p. 14. 

                                          
71 European Court of Auditors (2012), p. 14. 
72 European Commission (2011b). 
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Article 43(5) of EC 1828/2006 states that “the terms and conditions for contributions from OPs 
to financial engineering instruments shall be set out in a funding agreement, to be concluded 
between the duly mandated representative of the financial engineering instrument and the 
Member State or the Managing Authority”, which shall include: i) the investment strategy and 
planning; ii) monitoring of implementation in accordance with applicable rules; iii) an exit 
policy for the contribution from the OP out of the financial engineering instruments; iv) the 
winding-up provision. 
 
Moreover, Art. 44 of EC 1828/2006 laying down additional provisions applicable to holding 
funds, states that the funding agreement with the holding funds shall take into account the 
financing deficit of the SMEs. As a matter of fact, the quantification of the financing deficit is 
obtained through an evaluation of “gaps” between the supply of financial engineering 
instruments to SMEs and the demand for such instruments by SMEs. The funding agreement 
should also provide additional information about, for instance, the terms and conditions for 
contributions from the OP to the holding fund, the call for expressions of interest addressed to 
financial intermediaries and the setting up and monitoring of the investment policy. 
 

The JEREMIE initiative 
In the context of EU Structural Funds 2007-2013 and financial instruments, the European 
Commission (Directorate-General for Regional Policy) and the EIB Group73 launched two 
initiatives in order to promote financial engineering instruments: JEREMIE and JESSICA. While 
the latter aims to support sustainable urban development and regeneration through financial 
engineering mechanisms, the JEREMIE initiative promotes the use of financial engineering 
instruments to improve access to finance for SMEs via SF interventions. In other words, 
JEREMIE offers Member States, through their national or regional MAs, the opportunity to use 
part of their SFs to finance SMEs by means of equity, loans or guarantees, through 
contributions from OPs to revolving holding funds organising operations.74 
 
JEREMIE, like the other financial engineering instruments, can work in two different ways. 
Contributions from the SFs can be allocated to loan, guarantee or venture capital funds to 
invest in enterprises; this means that investments can take the form of equity, loans and/or 
guarantees. The returns from these investments are then reinvested in enterprises. In this 
way, a pool of funds can be re-used several times, recycling public funds, leveraging capital 
and increasing the sustainability and the impact of public resources allocated to SMEs. 
Alternatively, MAs can decide to channel resources from the programme using holding funds 
that are set up to invest in several investment funds.75 
 
The implementation of JEREMIE financing through holding funds is characterised by the 
following sequence: 

 Preparatory phase - Evaluations 
 
During the preparatory phase, which took place in 2006-2007, the EIF and the Commission, in 
cooperation with the national and regional authorities, carried out evaluations of the gaps 
between the supply and demand for financial engineering instruments in the regions (“gap 
analysis”), as required by Art. 44 of EC 1828/2006.  
 
The objective of JEREMIE evaluations is to identify gaps between the potential demand for 
financial engineering products in support of SMEs and micro-credit operations in the regions, 
                                          
73 European Investment Bank (www.eib.org) and European Investment Fund (www.eif.org) 
74 European Investment Fund (2009). 
75 http://ec.europa.eu/regional_policy/thefunds/instruments/jeremie_en.cfm#3 
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on the one hand, and the existing capacity of the local specialist financial intermediaries to 
provide such products, on the other. The evaluations should also include a proposed action 
plan to achieve a better balance between supply and demand in the regions.76 

 Programming - selection of holding fund and funding agreement 
 
In the preparation of OPs to be financed by SFs, the gap analysis, the evaluation and the 
proposed action plan are used to define the Programme’s objectives and the relevant grant 
resources reserved for actions to improve access to finance. Then, as required by Art. 44 of EC 
1083/2006 and by EC 1828/2006, the MA has to identify a suitable holding fund, either by 
awarding a grant to the EIF to carry out this task or by awarding a contract in accordance with 
public procurement law. The MA must also negotiate a “Funding Agreement” with the selected 
holding fund setting out funding arrangements and deliverables.77  
 
Where a MS, a region or a MA signs a Funding Agreement with a holding fund, it is also 
recommended that the holding fund undertakes to ensure a sufficient presence on the ground, 
possibly in local offices. This local presence is expected to help provide information, marketing 
and similar contacts to the financial intermediaries, and to the SMEs in the regions 
concerned.78 

 Contributions from OPs to selected holding funds 
 
The resources allocated to holding funds consist of a component from the SFs and a national 
public component. The contribution from the OP to the holding fund is irreversible for all the 
programming period. According to the SFs regulations currently in force, it constitutes an 
eligible interim payment. 
 
The SFs regulations also require that by the end of 2015 at the latest, the totality of 
contributions from the OP to funds or holding funds will have given rise to an equivalent level 
of payments by the financial intermediaries for investments in micro to medium-sized 
enterprises.79 

 Selection of financial intermediaries - support for SMEs 
 
In order to select the financial intermediaries (including venture capital, loan or guarantee 
funds or micro-credit providers) to be involved in the JEREMIE initiative, the holding fund has 
to organise an open call for expressions of interest. After having set up a funding agreement 
with the holding fund80 concerning the terms and conditions for the contribution, the selected 
financial intermediaries receive an accreditation that is subject to periodic review.  
 
The selected financial intermediaries in turn make available equity, loans or guarantees to 
micro, small or medium-sized enterprises. Special emphasis is expected to be given to 
supporting technology transfer, start-ups, technology and innovation funds, and micro-credit. 

                                          
76  JEREMIE: A joint REGIO-EIF/EIB initiative supporting improved access to finance for SMEs. Available at: 

http://ec.europa.eu/regional_policy/archive/funds/2007/jjj/doc/pdf/jeremie_info_note.pdf 
77  According to the Guidance Note the current SFs Regulations do not prescribe a particular form for the funding 

agreements. Member States and MAs have therefore ample freedom to negotiate and conclude funding 
agreements. 

78  JEREMIE: A joint REGIO-EIF/EIB initiative supporting improved access to finance for SMEs. Available at: 
http://ec.europa.eu/regional_policy/archive/funds/2007/jjj/doc/pdf/jeremie_info_note.pdf 

79  Art. 78(2) of EC 1083/2006 and “JEREMIE: A joint REGIO-EIF/EIB initiative supporting improved access to finance 
for SMEs”. Available at: http://ec.europa.eu/regional_policy/archive/funds/2007/jjj/doc/pdf/jeremie_info_note.pdf 

80  See Art. 44(3) of EC 1828/2006. 
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The financial intermediaries monitor investment implementation by supported SMEs and report 
to the holding fund, as specified by the funding agreement between them.81  

 Recycling contributions from OPs 
 
According to Art. 78(7) of EC 1083/2006, the resources returned to the holding fund from 
investments undertaken by it, from the reimbursement of loans, or left over after all 
guarantees have been honoured, shall be re-used by the Member States for the benefit of 
micro to medium-sized enterprises, possibly under the JEREMIE holding fund, according to the 
terms and conditions specified by the funding agreement.  
 

1.3. Issues for SMEs  
 
As shown above, there is evidence that SMEs access Cohesion Policy-dedicated resources on a 
rather marginal basis. Moreover, the tendency is to disengage from actions in the framework 
of SFs and instead to choose the “region’s own programmes”. Regional differences in SMEs’ 
access to SFs financing might be due to different reasons, such as poor local planning and 
administrative capacity or to a stratification of EU and national rules that makes the application 
and implementation of these projects excessively problematic for micro and small enterprises. 
For instance, in Austria the implementation of a measure that supports innovation for SMEs 
was delayed by the very selective approached adopted, which was justified by the need to 
reduce risks in an area that is inherently risky.82  
 
Although it would be important to differentiate between the perceived constraints and the 
objective obstacles encountered by SMEs, these data reveal that some specific and important 
barriers to SMEs exist in relation to the management of SFs. Existing literature shows that 
these can be attributed to each specific phase of the programme/project management cycle. In 
the following paragraph these issues are reviewed separately for grant support and for 
financial instruments.  
 

1.3.1. Issues related to grant support  
 
1. Programming phase  
 
In most cases business associations report that public authorities in charge of OP management 
are hardly aware of the heterogeneity of the SMEs and that consultations with representatives 
of the SME sector are insufficient. In this regard, the UEAPME position paper affirms that the 
administrative authorities often think that small enterprises and big ones are in the same 
situation and should face the same problems, and thus they apply the same rules and 
conditions. It also states that organisations representing the different types of SME are 
insufficiently consulted in the definition of the policies although they represent more than 95% 
of the enterprises in the regions. This results in programmes that scarcely reach out to micro-
firms and craftsmen/artisan firms83 and potentially impacts on the poor quality design of some 
programmes.  
 
As regards the dissemination and information campaigns, most Member States have developed 
specific guidelines for beneficiaries to help them to retrieve the information they need in order 
                                          
81  JEREMIE: A joint REGIO-EIF/EIB initiative supporting improved access to finance for SMEs. Available at: 

http://ec.europa.eu/regional_policy/archive/funds/2007/jjj/doc/pdf/jeremie_info_note.pdf 
82 European Commission (2010g). 
83 European Parliament (2011). 
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to prepare an acceptable application. However, business associations consider these tools to 
be of little help, especially when designed to provide general information for applicants.   
 
Another issue of concern is that sometimes application requirements differ within the same 
Member State, for instance depending on how the MA interprets the programme’s eligibility 
conditions. This creates confusion and frustration amongst potential beneficiaries.84  
 
According to the UEAPME position paper, during this phase the role of national/regional 
intermediary organisations should be increased and their work made easier. First of all, since 
SMEs in many cases cannot access the SFs alone, intermediary associations and organisations 
should be recognised eligible for managing projects. Second, since different programmes and 
funds are poorly coordinated, intermediary associations and organisations should be supported 
and assisted by the EC to clarify programme and fund regulations and to create a service to 
promote more effective territorial organisation. 
 
2. Access 
 
Although the requirements for SFs project applications may differ across Member States, 
regions and programmes, several common concerns have been raised concerning the 
complexity of the application process. These include: 

 the short time frame allocated for the preparation of project applications in relation to 
the limited time resources available for entrepreneurs in micro and small enterprises;  

 the excessive amount of paper documentation requested that overstretches the 
capacities of small businesses;  

 the lack of necessary matching funds;  

 the long time taken by MAs to accept or refuse a project application; 

 the excessive attention to administrative compliancy rather than to project quality in 
terms of likelihood of success and development outcomes; 

 the use of different application forms and procedures for different EU programmes;  

 the need to recruit additional staff to deal with the administrative requirements of these 
programmes; 

 the lack of sufficient public assistance in the preparation of the application; 

 the perception of constantly changing regulations; and 

 the need to resort to costly external consultants in order to prepare project 
applications.85 

 
Most of these obstacles might be overcome by providing technical assistance to potential 
applicants or to their associations. In practice, the availability of such training programmes is 
often limited to local public authorities to help them manage SF programmes properly.  
 
3. Implementation  
 
When a project application is accepted there are at least two aspects that particularly concern 
SMEs. The first relates to the delays between the notification of the award and the first 

                                          
84 UEAPME (2010a). 
85 Ibidem. 
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payment. The second involves the complexity and burdensome nature of processes ranging 
from monitoring to audit.86  
 
In practice SMEs have to pre-finance the application process and the first implementation 
phase before the first funding instalment is disbursed according to the “real cost principle”. It 
might happen that delays in payment processing put an unbearable strain on SMEs’ cash flow. 
In some cases, MAs refuse to make intermediary payments, which further exacerbates SMEs’ 
financial vulnerability and willingness to resort to this source of financing for their investment 
projects.  
 
Furthermore, most of the various monitoring and auditing requirements, as well as ex-post 
random controls, are also perceived as disproportionate, difficult, time-consuming and 
burdensome. As an example, the amount of time spent on auditing is not eligible for 
reimbursement. When a request for clarification is issued by the MAs, too many paper 
documents go back and forth before an agreement is reached and payment authorised.  
 
The table below presents a detailed list of the issues at stake in each phase of the 
programme/project management cycle.87  
 

 
86  European Parliament (2012a). 
87  While this section and Table 11 deal with projects under the Convergence and Regional Competitiveness and 

Employment Objectives, Annex VI presents issues that are specific to projects under the European Territorial 
Cooperation Objective.   
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Table 11: Possible issues arising at each phase of Cohesion Policy programme/project management cycles 

PHASE PROGRAMME PROJECT ISSUES FACED BY SMES 

ADDITIONAL ISSUES 
FROM THE PERSPECTIVE 

OF SME SUPPORT 
ENTITIES (INTENDED AS 

INTERMEDIARIES) 

ADDITIONAL ISSUES 
FROM THE PERSPECTIVE 

OF THE MA OR IB 
RESPONSIBLE FOR THE 

MEASURE 
NSRF, OP  - Proposed interventions are not 

(entirely) suited to SMEs needs 
- Administrative authorities 
are not always 
knowledgeable about the 
SMEs’ reality and their 
specificities 
- Insufficient consultations 
with representatives of the 
SME sector 

- Difficulty due to 
insufficient coordination 
between programmes and 
funds  
- Administrative authorities 
are not always 
knowledgeable about the 
SMEs reality and their 
specificities 
- Insufficient consultations 
with representatives of the 
SME sector 
 

Resource 
allocation 

Resource 
allocation 

- Dedicated amounts are 
inappropriate (too much/too little) 

  

Setting up of
programme 
management 

Setting up of 
programme 
management 

 - The role of SME support 
entities is insufficiently 
recognised for managing 
projects. Too few global 
grants.  

- The role of SME support 
entities is insufficiently 
recognised for managing 
projects. Too few global 
grants. 

Programming 

Information and
communication 

Idea generating 
and partner 
search 

- The general information provided is 
confusing and not to the point 
- SMEs do not receive adequate 
assistance in generating good ideas in 
order to apply for SFs 
- Specific information on eligibility 
rules is unclear or insufficient 
- Difficult partner search  
- Other (e.g. language barrier for OPs 
under the European Territorial 
Cooperation objective) 
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Support for
project 
development 

Project 
development  

- Lack of qualified public assistance 
with the preparation of the 
application (costly private support if 
available) 

 - Lack of knowledgeable 
support staff in MAs and 
IBs as well as in regional 
support offices 

Management of
project 
submission 

Project 
application 

- Short deadlines for drafting the 
application 
- Different application forms are used 
for different programmes 
- Excessive number of pieces of 
documentation requested as part of 
the application process  
- Excessive recourse to paper  
- Difficulties in finding the necessary 
matching funds 
- Obligations for guarantees and pre-
financing are very stringent   

  

Project appraisal Project appraisal - Selection criteria are not well 
defined  
- Excessive attention to 
administrative compliance rather than 
to project quality in terms of the 
likelihood of success and 
development outcomes 

  

Project selection Project selection - Slow decision-making on project 
applications 

  

Access 

Award Contracting - High rejection rates for proposals 
can discourage SMEs from making 
future applications (they may also 
discourage other potential applicants 
who become aware of these 
rejections) 

  

Implementation Kick off (work
plan, risk
assessment) 

Kick off (work 
plan, risk 
assessment) 

   

 Financial 
management 

Financial 
management  

- Delays between notification of the 
award and the first payment (the 
deadline for the disbursement of 
financial support is too long) 

  

55 



Policy Department B: Structural and Cohesion Policies 
____________________________________________________________________________________________________ 

56 

- Difficulties in accounting for eligible 
expenditure 
- Lack of uniformity in requirements 
for overheads  
- Heavy administrative requirements 
for intermediary payments  

 Information and
communication 

Information and 
communication  

   

 Reporting  Reporting  - Processing copious, sometimes non-
relevant, information 

  

 Monitoring  Monitoring  - Processing copious, sometimes non-
relevant, information 

  

 Evaluation  Evaluation  - Evaluation of internal or technical 
procedures that doesn’t give any 
additional value is seen as useless. 

  

  Audit - Auditing rules unclear, complex 
- Possibility of facing more than one 
audit during implementation 
- Identical procedures regardless of 
the amount and importance of the 
projects 
- Auditing authorities can require 
unnecessary justification documents 
and take a long time to give final 
agreement 
- Audit of projects that have already 
benefitted from official approval put 
in question the agreement made and 
requests for reimbursement  

  

 Project closure
activities  

Project closure 
activities 

- Final payment  
- Possibility of ex-post audit 
- Long time to keep records  

  

Source: Authors 
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1.3.2. Issues related to financial instruments  
 
The European Court of Auditors has recently published a special report on financial 
instruments for SMEs co-financed by the ERDF,88 where it concludes that the effectiveness 
and efficiency of the ERDF spending on financial instruments for SMEs is hampered by 
significant shortcomings, especially due to the current regulatory framework. In particular, 
the report, which is based on a review of a small sample of projects in the UK, Germany, 
Slovakia, Hungary and Portugal, identifies major shortcomings related to: 
 

1. the poor quality and insufficient deficit assessments that might lead to the poor 
design of financial engineering instruments;  

2. the inadequacy of the ERDF regulatory framework for the implementation of 
financial instruments; 

3. frequent delays in the allocation of funds and poor ability of ERDF to leverage 
private investments, compared to other EU programmes for SMEs. 

 
In the following table the specific issues related to each of the three above shortcomings 
are presented according to the phases of the programme management cycle. 
 
Table 12: Issues related to financial instruments by phase of the programme 

management cycle 

PHASES 
PROGRAMME 

STEPS 
ISSUES 

NSRF  

OPs 

 In the gap assessment the EIF: 
‐ made only scarce reference to previous EU 

support for SMEs’ access to finance either 
within the context of the ERDF or without 

‐ does not establish a link with the ERDF OPs 
 Gap assessments were not systematically made 

public 
 

Resource 
allocation 

 Due to the territorial approach that characterises 
the ERDF, the implementation of co-financed 
financial instruments is delegated to a large 
number of public authorities. This implies breaking 
down the amount of ERDF funding into a large 
number of EU regions, undermining the possibility 
of reaching a critical mass of funds. 

 Unjustified amounts are dedicated to holding funds 
(holding funds are not subject to automatic 
decommitment when disbursements do not take 
place) 

 

Programming 

Setting up of 
programme 
management 

 Delays due to: 
‐ Time-consuming negotiations 
‐ Obtaining private sector contributions 
‐ Negotiations about management cost 
‐ Uncertainty related to eligibility of working 

capital 
‐ State aid 
 

                                          
88 European Court of Auditors (2012). 
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Information and 
communications 

 

Access  

 Unclear eligibility conditions for working capital 
(under what conditions can an SME applying to a 
financial intermediary to access funding directed at 
working capital rather than investment?) 

Kick off (work 
plan, risk 
assessment) 

 

Financial 
management 

 No leverage requirements (leverage ratios, 
frequency and re-utilisation of legacy funds) 

 In many cases an unjustified recourse to 
preferential treatment of the private sector occurs, 
this means that contracts do not grant the ERDF 
the same repayment rights as the private co-
founders. The risk is that it restricts the capacity to 
raise sufficient legacy funding for the next wave of 
SMEs 

 MAs could always apply considerable discretion in 
the re-utilisation of legacy funds (rolling effect), if 
any, as these could always be transformed back 
into non-reimbursable grants, reducing the 
potential benefits of the financial engineering 
instruments 

 Leakage effects in terms of management costs. In 
particular, some SMEs have been charged 
excessive additional costs, and statements relating 
to management costs were not always transparent. 

 

Information and 
communication 
Reporting  
Monitoring  
Evaluation  

Implementation 

Auditing 

 Monitoring and information systems are ill-
equipped to assess and monitor the sound financial 
management of the funds 

 Project closure 
activities  

 

Source: Authors 
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2. THE CASE OF TRADITIONAL INSTRUMENTS: GRANTS 

KEY FINDINGS 

 The different case studies show a generally good quality programming phase. 
However, some specific difficulties were encountered concerning the following 
issues: strategic planning in favour of SMEs in Romania; measures promoting R&D 
and innovation in Saxony and Tuscany; the application of the N+2 rule in Tuscany; 
and the definition of SMEs according to their size in Tuscany and Lithuania.  

 The access phase is problematic in all the cases reviewed. Coping with all the 
necessary documentation is said to be beyond the means of SMEs in Lithuania and 
Finland. In Saxony and Lithuania the costs associated with the access phase are 
deemed to be so high as to offset possible benefits in the case of small projects 
carried out by SMEs.  

 Correctly understanding and abiding by eligibility rules is often mentioned as a 
difficulty. Financial issues such as the need to secure matching funds are also at 
stake. Transparency was insufficient in the German and Italian cases. The time 
span between the application submission and the award or refusal decision was 
a source of difficulty in Saxony and Lithuania. The lack of adequate guidelines 
was an obstacle in Romania and the UK.  

 During the implementation phase, the combination of several cumbersome 
procedures is said to disproportionately affect small businesses. Accounting for 
eligible expenditures or monitoring indicators and targets that are not always 
pertinent to the SME reality were a source of difficulty. Payment times due to 
various causes were a general concern, while post closure requirements were not as 
discouraging. Often additional national or regional rules or interpretations are an 
added burden.  

 There is a clear tendency for the SFs to benefit the same SME beneficiaries, with 
very high entry costs for new entrants.  

 Cultural factors play an important role, accounting for the relative acquiescence of 
Italian SMEs or the entrenched wariness with regard to public funding decisions in 
Italy and Lithuania.  

 In the German case the range and intensity of difficulties depended on the type of 
measure studied. The measure offering R&D support required more effort and 
support than simpler investment support. The relatively simple ESF measures 
studied in Italy and Lithuania raised difficulties that were less critical than other 
ERDF measures.  

 SME support entities have a potentially important role to play, especially in 
bridging the gap between the SFs’ administrative approach and SMEs’ daily business 
practices. Backing from SME support entities in Finland, Lithuania and Romania was 
found to be insufficient. The UK case study shows how the demise of the local 
Regional Development Agency shifted responsibilities onto SME support entities, 
which then had to struggle to meet SMEs’ expectations. 
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This chapter addresses the issues encountered by SMEs and SME support entities 
benefitting from traditional forms of support available from SFs, i.e. non repayable grants. 
It draws mostly on six case studies, and to some extent on the e-survey carried out among 
SME support entities. A first section presents the regional context and the specific 
challenges they represent for SMEs, the responses adopted by the respective OPs and the 
specific features of the measures selected for analysis. In a second section, the issues 
identified are discussed for each phase of the programme/project management cycle.   
 

2.1. Selected measures and context 
As shown in the introduction section, throughout the European Union SMEs are the 
prevailing form of enterprise, representing more than 99% of the total number of 
enterprises; they make a substantial contribution to Gross Value Added (GVA) (ranging 
from approximately 50% to 75% of the total value added produced by enterprises) and to 
the employment rate (providing between 55% and 85% of total employment among 
enterprises). The regions and countries analysed in the case studies show SME sectors with 
different degrees of economic relevance. In the Italian region Tuscany, for example, SMEs 
account for a very large share of employment (approximately 78%) and provide 65% of 
the regional GDP. Similar figures are recorded in Lithuania, where the share of employees 
in SMEs reaches 73.6% of total employment in the country and SMEs contribute 60.6% to 
total value added. In other regions, although small businesses predominate in terms of the 
number of enterprises, they are less important. In North East England (UK), while SMEs 
represent 99.8% of all private sector enterprises, they provide up to 61.6% of total 
regional employment and only 50.1% of turnover. In Romania SMEs provide only 54% of 
total employment in industry and services.  
 
The review of selected OPs shows that there are general problems affecting SMEs and 
investment needs across the regions and countries under analysis. They include 
difficulties in accessing credit for start-up companies and for financing enterprises’ new 
investments, limited innovation, scarce productivity and weak economic competitiveness. 
However, if we take a closer look, regional and country specific problems also exist. 
Western Finland and North East England, for instance, are characterised more than other 
regions by a low proportion of entrepreneurs compared to the national or European 
average. North East England’s regional authorities, moreover, identify the relatively minor 
contribution of SMEs to value added as a problem to be tackled. One of the main problems 
affecting Romanian SMEs, which is absent in Italy and the UK, is the dearth of consultancy 
services at their disposal. As to Tuscany, it has one of the largest shares of micro-
enterprises of all EU Member States (almost 95% of SMEs and more than 92% of total 
enterprises), characterised by a prevalence of family-based businesses operating in 
traditional sectors. In such a context, high-tech innovation is very rare; instead, their 
innovation needs are in fact greater in terms of product and process improvements that 
may favour business survival in a globalised competitive market. Moreover, the access of 
women and young people to the labour market is perceived as a major issue. In Lithuania, 
although the level of educational background of the employed population is relatively high, 
the shortage of skilled workers is becoming a problem impeding its economic development, 
as reflected in the low levels of entrepreneurship and innovation among SMEs.  
 
Countries and regions differ in terms of the volume and share of funding committed to 
SME support. In absolute terms, of the selected OPs, the Saxony OP allocated the highest 
financing to enterprises, including SMEs, corresponding to almost Euro 2.2 billion out of the 
Programme’s total budget of Euro 4.06 billion. These resources were allocated through 
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Priority 1 ‘Strengthening innovation, science and research’ and Priority 3 ‘Enhancing the 
competitiveness of the manufacturing industry’. The Romanian OP for Economic 
Competitiveness Increase and the Lithuanian Economic Growth OP also allocated a very 
high volume of financing to SMEs. This corresponds to about Euro 1.8 billion (36% of the 
total Programme) in the Romanian case, and over Euro 1 billion in the Lithuanian 
Programme. The Tuscany, North East England and Lithuanian OPs for Human Resources 
Development each dedicated around Euro 400 million of funds to SMEs (respectively Euro 
404 million of ESF funds in Tuscany, Euro 360 million in the UK region and Euro 438 million 
in Lithuania). The Western Finland OP destined the least resources available for its ERDF 
Competitiveness Programme (Euro 159 million of ERDF allocated to the Programme), of 
which Euro 56 million was allocated to Priority Axis 1, related to the promotion of business 
activity. 
 
In addition, in order to value the degree of commitment to SMEs given by these 
regions/countries, one can also consider the relative number of Priority Axes directed at 
SMEs out of the total number of OP Axes.89 From this perspective, SMEs were the primary 
target of the OPs analysed in North East England and Tuscany (for both the ERDF and the 
ESF Regional OP) and of the OP for the development of human resources in Lithuania, co-
financed by the ESF. In these OPs all Priorities targeted the business environment, 
including SMEs. In Finland, business support was at the centre of only two out of four 
priority axes: one focused on the promotion of business activity, and one on the promotion 
of innovation activity and networking between enterprises, universities and research 
institutes. The same was true of the Lithuanian ERDF OP ‘Economic Growth’ and of the OP 
of Saxony where two out of five axes were relevant for SMEs. In the Romanian Programme 
the financial resources dedicated to SMEs were all concentrated in only one axis out of four. 
 
The traditional support measures that were selected in the case studies allow us to 
examine a wide array of approaches adopted by regional or national authorities to achieve 
the above mentioned general objectives. In particular, they cover the different possible 
types of support provided through grants (see Annex II). Overall there are six measures 
funded through the ERDF, and two through the ESF.  
 

 Under the North East England Competitiveness Programme, the measure selected 
was ‘Enhancing the competitiveness and growth of existing SMEs’, which supports 
investments to improve productivity, internationalisation and sales growth, including 
promoting supply chain development actions, and provides individual advice, 
information and diagnostic services including account management for SMEs with 
identified growth potential.  

 Two measures were selected under the OP of Western Finland: ‘Investment aid’ and 
‘Business environment development’. They both contribute to the promotion of 
business activity (Priority Axis 1): the former finances fixed asset investments in 
start-ups, expanding or modernising firms, and the latter provides the services 
required by firms and promotes collaboration between firms and universities.  

 Another two ERDF measures were the ‘Financial support of private R&D projects by 
single firms’ and the ‘Financial support of investments by single firms’ of the 
German OP of the Saxony region. Both measures support single firms and for both 
measures SMEs are eligible as well as larger firms, although the co-funding rates are 

                                          
89 Excluding the technical assistance Axis.  
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higher for SMEs than for larger firms in the case of financial support for 
investments.  

 The ‘Consultancy support for SMEs’ measure of the Romanian OP supports SMEs in 
the acquisition of consultancy in a broad range of fields: elaboration of 
projects/business plans, development of products/services and enterprise strategies, 
investments and financial issues, marketing and promotion activities, human 
resource management, information technology and e-business, innovation and 
intellectual property rights. 

 As to the ESF OPs, the Tuscany case study focuses on the ‘Incentives to business to 
support employment’ measure. It aims to create more and better jobs in the region 
by providing incentives to enterprises that hire people from socially disadvantaged 
groups, such as unemployed women, young graduates and older people who are 
close to retirement.  

 Finally, the ‘Improve adaptability of workers and enterprises to the needs of the 
market’ measure included in the Lithuanian ESF OP envisages actions addressing the 
objectives of improving human resources in enterprises, promoting flexibility 
combined with employment security, developing skills of computer literacy and 
entrepreneurship, and the redirection of the workforce from agriculture to other 
sectors.  

 
It should be pointed out that some measures pay special attention to certain business or 
social categories of beneficiaries. In Saxony the Priority Axis 3 is fully focused on the 
manufacturing sector, where most of the regional SMEs operate. The Finland ERDF OP tries 
to promote gender-balance benefits and envisages specific targets for the creation of jobs 
for women. Tuscany’s regional ESF measures are also directly addressed to the needs of 
vulnerable groups (the young, women and older persons).  
 
The implementation of the analysed programmes proceeds quite smoothly, and at the 
present time more than 60% of allocated funds have already been disbursed. Significant 
delays were highlighted only with regard to the measure promoting consulting services 
among SMEs of the Romanian OP, due to irregularities and suspected fraud, which 
interrupted the project selection procedures for several months. Due to the late start it is 
unlikely it will be possible to meet the targets set ex-ante at Priority level.  
 
It is worth highlighting that the selected OPs are characterised by different governance 
frameworks. This is relevant because some of the issues identified by SMEs when dealing 
with SFs projects depend on the number and type of actors in charge of managing and 
carrying out the Programme’s implementation, as further explained in the next section. 
Information and decisions generally flow from the MA to SMEs through IBs. Within the 
sample OPs analysed via the case studies, the measures considered were managed by one 
IB (in Tuscany and Romania) or two (as in the Lithuanian ERDF and ESF programmes and 
the Finnish and German OPs reviewed), with the sole exception of North East England. In 
that region an IB (the Regional Development Agency One North East) existed up to March 
2012, but it was then abolished by the UK government in an effort to reduce public 
expenditure.  
 
Within such an institutional framework, the role played by SME support entities should also 
be considered (this is dealt with in more detail in Chapter 4). Besides being a beneficiary of 
SFs projects (as in North East England), they may act as a further intermediate stage 
between the Programme’s IB/s and SMEs. In the UK region SMEs do not usually apply for 
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EU funding directly, but either they are final recipients of projects managed by SME support 
entities, or, when they carry out their own projects, they turn to support entities for 
consultation and practical help. SME support entities provide assistance to SMEs in 
developing project ideas, familiarising themselves with the application process, and dealing 
with the administrative procedures related to the project management phase. In Tuscany 
SMEs can get assistance from business support organisations, but also, to a lesser extent, 
from their own accountants, labour and tax consultants. In contrast, SME support entities 
do not seem to play a crucial role in assisting SMEs throughout the project management 
cycle in Romania, Western Finland or Lithuania for a number of reasons: lack of awareness 
and information among SMEs about the services provided by consultancy centres, limited 
financial means to pay for consulting services, and the limited number of SME support 
entities, especially at the local level.  
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Table 13: SME-related measures analysed 

DIMENSI
ON OF 

ANALYSIS 
FINLAND GERMANY LITHUANIA ROMANIA UK ITALY 

OP Western Finland ERDF OP ERDF OP of Saxony ERDF Regional 
OP 

Economic 
Growth OP 

Sector OP on 
Economic 
Competitivenes
s Increase 

North East 
England ERDF 
Competitivenes
s Programme 

Level Regional (NUTS-2) Regional (NUTS-1) Regional 
(NUTS-2) 

National National Regional 
(NUTS-1) 

CP 
objective 

Regional Competitiveness 
and Employment 

Regional Competitiveness and 
Employment 

Regional 
Competitivenes
s and 
Employment 

Convergence Convergence Regional 
Competitivenes
s and 
Employment 

Priority 1 – 
Promotion of 
business 
activity 

1 – Promotion 
of business 
activity 

1 - 
Strengthening 
innovation, 
science and 
research 

3 – Enhancing the 
competitiveness 
of manufacturing 
industry 

2 - 
Employability 

1 – Quality 
employment 
and social 
inclusion 

1 - An 
innovative and 
eco-efficient 
productive 
system  

2 - Business 
growth and 
enterprise  

Selected 
measure 

Investment 
aid 

 

Business 
environment 
development 

Financial 
support for 
private R&D 
projects by 
single firms 

Financial support 
for private 
investments by 
single firms 

Incentives to 
business to 
support 
employment 

Improve 
adaptability of 
workers and 
enterprises to 
the needs of 
the market 

Consultancy 
support for 
SMEs 

Enhancing the 
competitivenes
s and growth of 
existing SMEs 
(including 
social/ 
community 
based 
enterprises) 

Fund ERDF ERDF ERDF ERDF ESF ESF ERDF ERDF 
Measure’s 
objective 

Financing 
fixed asset 
investments 
of start-ups, 
expanding or 
modernising 
firms. It 

Development 
or provision of 
services 
required by 
firms, 
improvement 
of cooperation 

Promotion of 
technological 
transfer and 
applied 
research. 

Contribute to 
reducing the 
operating costs, 
enhancement of 
productivity and 
competitiveness.  

Incentives to 
employ 
disadvantaged 
social groups: 
women, young 
graduates, 
unemployed 

Improvement 
of human 
resources in 
enterprises, 
developing 
entrepreneursh
ip. 

Consolidation 
and sustainable 
growth of the 
Romanian 
productive 
sector and the 
establishment 

Improvement 
of productivity, 
internationalisa
tion and 
exploitation of 
advanced ICT 
applications. 
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includes 
expenditure 
incurred by 
SMEs 
operating on 
the premises 
of business 
incubators.  

between firms 
and institutes 
of education, 
as well as 
promotion of 
innovation, 
corporate 
networking 
and the 
transfer of 
technology.  

persons close 
to retirement 
age.  

of a favourable 
environment 
for enterprises’ 
development. 

Source: Authors based on case study reports.
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2.2. Main issues per phase 
 
The aim of this section is to provide evidence of the problems perceived and faced by SMEs 
and their support entities when dealing with grant projects co-financed by SFs. Issues are 
grouped according to the phase of the Cohesion Policy management cycle in which they occur, 
from programming to project implementation.  
 

2.2.1. Programming 
 
According to the interviews carried out, the programming phase is perceived by SMEs and SME 
support entities as relatively satisfactory. One exception is the Romanian case, due to 
problems related to the lack of a long-term strategy for SMEs and insufficient analysis of the 
business context, as discussed below. 
 
The analysed OPs were drafted so as to address at least some of the problems and investment 
needs characterising SMEs in each region/country considered. The SME-related measures 
analysed respond to the investment needs of most European SMEs, as mentioned earlier. An 
example of a well targeted measure is the Tuscan one envisaging incentives to enterprises that 
hire unemployed women, young and older persons with either an open-end or fixed term 
contract. This operation was designed to address a specific weakness in the regional labour 
market, i.e. high unemployment among disadvantaged social groups. The measure of the 
Romanian ERDF OP providing consultancy support to SMEs is also well suited to SMEs’ needs, 
given the current underdevelopment of the market for consultancy services to SMEs. However, 
the whole national strategy for SME development is considered weak due to the Romanian 
Programme’s limited focus on SMEs. Stakeholders complained that, because of the lack of a 
clear and comprehensive strategy for SME development, investments for SMEs were reduced 
to some sporadic measures. This represents a serious obstacle to fully addressing SMEs’ 
needs. 
 
On two occasions some difficulties were mentioned in relation to measures supporting 
innovation. In this respect, an Italian SME support entity thinks that support measures should 
be more targeted to SMEs’ needs and more relevant to the differences of regional contexts. For 
instance, the economic system of Tuscany is heavily focused on traditional and artisanal 
production where innovation is low or incremental. In order to reach a critical mass of SMEs, 
measures supporting innovation should aim less at promoting radical and high-tech 
innovations, which are rare in the regional context, and look more at fostering product and 
process improvements that might ensure a business’s survival in a globalized competitive 
market. Similarly, in Saxony some problems were raised concerning the relevance of the 
‘Financial support of private R&D projects’ measure in the regional context. The fact that this 
measure provides financial support to co-finance private R&D projects contrasts with the 
limited number of firms that actually carry out formal R&D activities. This, together with 
implementation difficulties (see below), led the MA to re-allocate some of the financial means 
available for this measure to projects related to applied research for energy efficiency under 
Priority Axis 3.  
 
Also, some categories of potential beneficiaries are said to be excluded from support.90 For 
example, even though the stakeholders in North East England recognised that their OPs were 

                                          
90 In this respect, attention should be drawn to the methodological caveat mentioned in the Introduction: this study 

deals with SMEs and SME support entities that were involved in SFs, but could not access those who could not take 
advantage of SFs. 
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well targeted to the SMEs’ needs, they complained that large enterprises had been left out of 
the OPs, in spite of their potential to contribute to regional economic growth. They argued that 
even supporting large companies would be beneficial to SMEs, since they enter their supply 
chain, thus playing a role in their development. At the other extreme, small retailers were 
excluded.  
 
Another related issue is that of the definition of SMEs. On two occasions the identification of an 
SME according to standardised definitions at EU level was said to be a source of difficulty. In 
Tuscany, what would be considered as a medium-sized enterprise according to the EU 
definition91 would be considered as a large company by regional standards. Also in Lithuania 
some companies are classified as medium-sized according to the main indicator, i.e. the 
number of employees, but they would be classified as micro according to financial indicators 
(turnover or balance sheet). This is relevant as far as related support measures are concerned. 
In the words of a regional policy maker in Italy, following the principle of proportionality, 
business support measures should be better adapted to the enterprise’s size. For instance, 
under the current economic circumstances, micro-businesses would benefit greatly from 
accessing simple micro-credit schemes, rather than more complex financial instruments. 
 
The degree of matching between the Programmes’ allocated funds and SMEs’ investment 
needs is closely related to the quality of the consultation process implemented at the 
Programme drafting stage. According to interviewees, consultation was highly satisfactory in 
the case of North East England: the participation of different stakeholders, including SME 
support entities, enabled a sound context and demand analysis to be carried out and the best 
mix of fields of action to be selected, so as to address the different types of SMEs’ investment 
needs. Consultation for the Saxony and Tuscany Programmes was considered good and useful 
in order to design an effective intervention strategy. Even though SMEs were not directly 
involved in the programming process, the consultation of their supporting organisations, such 
as chambers of commerce and business associations, ensured the representation of the SMEs’ 
interests. Also, in Germany, there is a sound tradition of consultation that was beneficial to the 
programming phase.  
 
In the case of Romania, in spite of the fact that some consultation involving economic and 
social stakeholders had been carried out, the analysis of the business and legal context could 
have been more accurate. Allocated funding for some operations directed at SMEs turned out 
to be insufficient to meet the existing demand. For example, for the ‘Development of business 
support structures of national and international interest’ operation (which is not among those 
analysed), the number of applications was 4.43 times higher than the available budget.  
 
The case study of the Tuscany Programme highlights another factor that could influence the 
programming phase: the public administration’s interest towards fund absorption in the 
context of the de-commitment rule. Even if the Programme is generally considered suited to 
regional SMEs, according to one interviewee, the need to spend EU funds within the scheduled 
period often leads the MA to select measures that ensure a critical mass of beneficiaries, often 
at the expense of effectiveness and the potentially broader impact of business support 
measures. In particular, the argument is that some types of intervention are not appropriate to 
generate more and more stable jobs within SMEs. Therefore, improving the programming of 
SME support measures would require striking a good balance between reaching a critical mass 
of SME beneficiaries and designing selective measures that ensure the broadest possible 
impact on local competitiveness and innovation performance. 
 

                                          
91 See Annex I.  
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What generally does not play a crucial role at the programming phase to ensure SMEs’ access 
to EU funds is the coordination between different programmes and funds, including ESF 
and ERDF funds. However, Finnish stakeholders thought differently, they pointed out that 
coordination between the different authorities, which was limited to drafting the OP of Western 
Finland, could have helped to better identify specific problems.  
 
Once the programme has been drafted and approved, communication concerning available 
funding opportunities can represent an obstacle. Generally, information is disseminated to 
SMEs through business support entities or banks. Stakeholders in Tuscany highlighted that the 
communication process was smooth. Some communication difficulties were reported by both 
SMEs and their support entities in North East England: they pointed out that enterprises that 
had already received business support and accessed SFs in the past were more likely to be 
targeted by communication campaigns. In Romania, even though lack of communication was 
not perceived as one of the major problems preventing SMEs from accessing SFs, stakeholders 
highlighted that this element could be further improved, since at present only general and not 
very informative brochures are produced. Even in Western Finland stakeholders highlighted 
that information about financing opportunities and EU funding access points should be 
improved.  
 

2.2.2. Access 
 
The phases related to project generation and application for funds entail significant problems in 
all the countries or regions assessed. Stakeholders in Western Finland claim that most of the 
issues preventing SMEs from accessing SFs are related to this phase. The main issue seems to 
be the lack of qualified human resources, i.e. the lack of competences and experience 
required to start strong and valuable project ideas and to prepare their project application.  
 
The application procedures themselves were incriminated many times. For example, SMEs 
in Lithuania and their support entities explained that SMEs simply have no time and 
opportunity (nor are they inclined) to plough through the considerable amount of (strategic 
and operational) documentation that it is necessary to study in order to make a successful 
application. In Romania one beneficiary small enterprise argued that sometimes projects were 
well written but not realistic, thus having little chance of being effectively implemented as 
planned or of generating the expected outcomes. In Saxony an SME complained about the 
excessive degree of formalism underlying the whole application process. This difficulty is such 
that the SME declared it would not consider any future application. In Lithuania an IB 
explained that the perception of administrative burden was such that it raised the question of 
whether the costs were not higher than the expected benefits, which could therefore represent 
a serious deterrent. On this basis, the very SME orientation of SFs was questioned and doubts 
arose as to whether it is not only declarative. On the face of it, the Italian case illustrates how 
local SMEs, accustomed as they are to dealing with the complexity of local administration, find 
it comparatively easy to deal with SFs.  
 
One specific difficulty was to produce innovative ideas that are in line with the 
Programme’s priorities. In Saxony the interviewed SME that benefitted from financial 
support for its R&D activities faced more problems in aligning the project with the OP’s 
objectives than its counterpart receiving general investment support. One of the main 
difficulties was how to adjust in order to meet eligibility criteria. These difficulties were such 
that they prevented a sufficient number of applications and led to the MA to allocate funding 
away from the measure. Another problem was to make no mistakes in providing the 
information and documents required for applying so as to avoid subsequent financial 
correction. 
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A related issue was the lack of adequate guidelines for applicant SMEs in some countries 
(e.g. Romania and the UK). Such guidelines are particularly important in a context, like the 
Romanian one, where SMEs can find limited direct support from business associations in the 
application process. Guidelines in the form of superficial brochures that are incomplete and 
unclear, particularly regarding eligibility requirements, caused severe delays in project 
approval, due to irregularities and suspected fraud. One of the weaknesses of such informative 
material was that it was developed “in the office”, without consulting SMEs or those directly 
involved. In order to avoid further delays and irregularities, applicant guidelines were recently 
revised and clarified, by more strictly defining the eligibility of the applicant. 
 
On two occasions, an issue mentioned was the possibility of cooperation between SMEs and 
R&D centres. In the North East England and Finnish cases, the criticism was put forward that 
partnerships tend to be decided in a top-down fashion, i.e. that the initiative is generally taken 
by research centres supported by MAs or other support entities, rather than through a bottom-
up process involving SMEs from the start. As a result, projects are not always well adapted to 
SMEs’ needs and specificities.  
 
SMEs that already have some past experience with projects co-financed by SFs are better 
equipped to manoeuvre between eligibility rules and programme priorities and to deal with the 
administrative burden related to project application. Instead, both SMEs and SME support 
entities that are less familiar with the Cohesion Policy operating model and “language” have 
more difficulties in understanding the eligibility rules and application procedures, and in some 
cases clarifications from the MA may take a long time to come. This means there is a high 
entry barrier for SMEs that have never benefitted from EU projects.  
 
Inexperienced SMEs can, in principle, receive assistance from SME support entities, as 
highlighted in North East England. Following the demise of the Regional Development Agency, 
SME support entities literally took over its functions and responsibilities. They put great effort 
into encouraging SMEs to generate project ideas, helping them to write the proposal, 
quantifying the expected outcomes and interpreting the regulatory requirements. SME support 
entities, particularly business representative associations, could help SMEs to find partners, 
when this is required by the measure, so as to overcome their low propensity to set up 
partnerships and consortia with other SMEs or actors (like universities and research centres). 
The UK experience tells a different story. Indeed, projects were said to no longer have a broad 
outlook spanning beyond regional boundaries, a feature made possible by the actions of the 
RDA, and this could promote wider partnerships.  
 
Interestingly, however, even in cases where the SME support entities are active and effective 
as in North East England, they do not necessarily help new entrants to benefit from SFs, as 
again, the most experienced and well informed SMEs are in a better position to find the 
appropriate information and contact the right SME support entity.  
 
The lack of support entities was perceived as a problem in Lithuania, Western Finland and 
Romania. In fact, the SMEs that do not receive sufficient assistance are also those that 
perceive greater difficulties in accessing EU grants. The Saxony case illustrates how the 
recourse to SME support entities can be differentiated according to the type of support 
measure. Indeed it was the SME benefiting from support to R&D who felt most in need and 
who was actually the least satisfied. In contrast, the SME taking advantage of traditional 
investment support made clear it had no need for the services of an SME support entity. In 
Tuscany SMEs can get support from business organisations, but also from their own tax and 
labour consultants. It has been reported, however, that in some cases consultants do not have 
clear ideas on eligibility rules and other SFs specific features and, thus, can offer only limited 
help.  
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Financial issues contribute to discouraging SMEs from applying. These involve difficulties in 
securing matching funds for ERDF or ESF projects, which is perceived as urgent particularly 
because of the financial and economic crisis that started in 2008 and still strongly affects the 
economies of EU Member States. Another reason why the SME support entities of North East 
England were struggling to secure matching funds was the recent abolition of the Regional 
Development Agency, which previously acted as the Programme’s IB. This event led to cuts in 
the regional budget available for SFs projects and forced SME support entities to provide a 
larger volume of their own resources in order to carry out projects. Interviewees from SME 
support entities in North East England stressed that this is negatively affecting the number of 
projects they can manage and, thus, their turnover. In the opinion of one German SME 
benefiting from investment support, the co-funding rate they can access is one of the most 
important incentives to apply for SFs support.  
 
The selection criteria applied by the MA are generally considered adequate although the 
transparency of the selection process is not always as smooth as desirable. According to 
Finnish stakeholders, the process is quite complex. In Saxony some concerns were expressed 
by the SME that received R&D support about the limited explanation of concrete selection 
criteria and their relative weights. The interviewee felt that this prevented SMEs from 
understanding where they were right or wrong, and thus what they should focus on in future 
applications. Here, transparency was therefore deemed insufficient. Even if there is no 
evidence that selection procedures are characterised by irregularities in Tuscany, the general 
mistrust towards public funds may discourage SMEs from applying, as they feel that the 
winners have already been pre-selected. In Lithuania, too, there are issues of mistrust that 
need to be taken into consideration.  
 
The time span between the submission of applications and the award or refusal 
decision was considered too long on a number of occasions. This was highlighted, for 
instance, in Saxony and in Lithuania. In Saxony this issue was mentioned in connection with 
the measure supporting R&D investment: by the time a decision is reached about whether or 
not to fund a project, the project might have become obsolete from a technological point of 
view in the context of fast-changing market conditions. In Lithuania the issue was raised in 
relation to the ESF measure: as far as training is concerned, demand for financing by SMEs is 
changing fast and a project proposal may become irrelevant before the proposal is accepted. 
 
In the cases reviewed the digitalisation of the application process generally represented a 
minor problem. Digitalisation is diffuse in all areas considered, although it could be further 
improved in some countries, such as Lithuania. In Tuscany nearly 90% of co-financed 
Programmes use a digital platform. However, instead of a lack of digitalisation Italian SMEs 
have problems with digitalisation itself. Micro-enterprises, especially those belonging to the 
craftsmen’s category, are still not used to dealing with digital dossiers, the use of a certified 
mail account or electronic signature, which are necessary requirements for complying with 
digitalised administrative procedures.  
 
Lastly, one specific issue related to the application process was mentioned by stakeholders in 
Romania, who complained about the lack of capacity of the MA to select the most promising 
project proposals and to do so in an adequate time frame.  
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2.2.3. Implementation 
 
The project implementation phase was perceived as problematic by interviewees, particularly 
in North East England, Saxony and Romania. All case studies indicated that the load of 
financial, administrative and reporting and auditing requirements to be fulfilled during 
project implementation was very heavy and it discouraged most SMEs from even applying for 
SFs. According to all interviewees, the rules for intermediate payment claims, accountability 
and accounting for eligible expenditures are time-consuming and complex. Administrative 
barriers disproportionately affect micro-businesses, which are not used to such complicated 
reporting and strict accounting rules. In Italy and Lithuania the stress was placed on the 
mismatch between the administrative approach guiding the implementation of projects co-
financed by SFs and SMEs’ daily business practices. Evaluation requirements were also 
considered quite problematic in Romania. The difficulties were such as to lead one German 
SME respondent to qualify the situation as “extreme”.  
 
Interestingly, there is no one single procedure or step that was particularly incriminated. It 
was rather the combination of (many) different time-consuming and complex 
procedures that posed the hurdle. The availability of qualified and experienced human 
resources could play a crucial role in helping to manage the project’s administrative load. 
When such competences were not available within SMEs, in North East England assistance 
could be obtained from SME support entities. In that region SMEs had at their disposal a wide 
range of consultancy services not only when accessing funds (as explained in the previous 
Section), but also during project management.  
 
According to interviewees in North East England, experienced human resources were 
particularly important also to set up a functioning monitoring system. Some criticisms were 
formulated in the Lithuanian case study regarding the very appropriateness of the monitoring 
systems to be established as, indeed, their aim is to allow monitoring of targets that are 
not always meaningful from the perspective of SMEs (e.g. “increasing jobs” is not 
necessarily an objective for SMEs).  
 
In Lithuania SMEs would benefit from having someone on their staff with experience of public 
procurement, which could avoid possible irregularities and financial sanctions. In this regard, 
the Saxony case illustrated a specific difficulty for an R&D project to account for eligible 
expenditures while the issue had a more general validity in Romania, for example.  
 
Some confusion was generated when different rules apply in different regions. In North 
East England, for example, SMEs and their support entities operating across more UK regions 
experienced uncertainty when dealing with region-specific rules (e.g. concerning the minimum 
size of a project, eligibility of expenditure or the kind of details to be provided in the 
application form). Some rules have recently been standardised by the UK MA, but according to 
the SME support entities interviewed, some inconsistencies still exist, particularly concerning 
procurement and accounting for travel expenses. In Finland, too, the existence of different 
rules across Programmes was said to be an obstacle (that will be lifted in the next 
programming period when one single Programme will apply). 
 
Payment time was a source of concern for most interviewees in all countries. The time frame 
needed before the first tranche of expenditure is reimbursed was considered too long. As 
pointed out by the IB of Western Finland OP (the Centre for Economic Development, Transport 
and Environment for Satakunta), an enterprise has to incur at least 50% of all project costs 
before receiving money through a payment claim. Interviewed stakeholders in Saxony pointed 
out that the long time frame for the first tranche of payment is particularly critical for SMEs 
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carrying out R&D projects, which are generally faced with greater uncertainties in financing. 
According to some interviewees (both SMEs and business support organisations), long 
reimbursement times in Romania were associated with a lack of sufficient, qualified and 
motivated staff at the MA and IB: this problem is made even more serious by the economic 
crisis, which is blocking the recruitment process, producing high levels of vacancies and 
keeping salaries low. In Tuscany reimbursements were further delayed by the region’s liquidity 
problems, due to the spending review launched to reduce and rationalise public expenditure. 
Regardless of the modest amount of the contribution, which in most cases ranges between 
Euro 3,000 and Euro 12,000, these delays created a sense of frustration and resignation 
towards the efficiency of public interventions.  
 
Finally, stakeholders in North East England and Romania considered requirements related to 
project closure and post-closure to be excessive. The need to store all the project’s claims 
for expenses for up to 10 years after project closure and the possibility for both the European 
and national audit authorities to check accounts at any time represents an additional burden 
for SMEs.  
 
It is worth pointing out that not all requirements currently in force come from the EU 
regulations. National and regional authorities, in fact, impose additional burdens, when 
interpreting the general rules provided by the EC in order to fit them into the national/local 
regulatory framework. UK stakeholders said that gold plating pertains especially to financial 
reporting, monitoring and auditing rules. On different occasions, it was explained that it is not 
the rules themselves, but the fact that they change or that their interpretation at 
national/regional level changes, which represents a problem for SMEs. The need to 
constantly monitor regulations in order to be aware when any change occurs requires time, 
which SMEs are usually not willing to allocate. As mentioned by interviewees from North East 
England and Romania, the problem could be softened by improving the communication from 
the MA to the IBs, so as to give timely information on the new rules and requirements in place.  
 

2.3. Summary 
 
The case studies suggest that European SMEs face a large variety of problems in relation to EU 
funds, which are mainly related to difficulties in generating project ideas and coping with the 
application process. Secondarily, once projects are approved, serious issues concerning the 
administrative burden emerge in the implementation phase.  
 
These results are to some extent confirmed by the e-survey carried out among SME support 
entities in different Member States. As shown in Figure 7, when asked about the most 
problematic issues faced by SMEs in the access and implementation phases, SME support 
entities identified the procedures involved in the application process because of the large 
volume of documentation requested, or the difficulty in accessing clear and relevant 
information. Financial reporting during project management also ranked among the most 
problematic issues from the point of view of SMEs.  
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Figure 7:  The most problematic issues faced by SMEs during the access and 
implementation phases, as identified by SME support entities 

 

Source: Authors’ processing of survey data. 
Note: The graph shows the items that were ranked among the five most problematic issues from the point of view of 

SMEs by taking into account the rank allocated by respondents.92 
 
In addition, the case studies reveal a series of findings valid across all or some of the cases, 
with different degrees of intensity.  
 
First, when analysing the degree of involvement of SMEs in Cohesion Policy, an adverse 
selection effect is observed. SMEs that have already benefitted from SFs in the past are 
more likely to be involved again in new projects. Actually, SMEs that have had some 
experience with EU funds are more aware of SFs requirements, are more familiar with 
procedures and have a better idea of how to write effective project proposals and how to 
manage a project. Secondly, as stressed by respondents in North East England, 
communication of available financing opportunities more directly and easily reaches already 
experienced SMEs, because SME support entities are more familiar with their characteristics 
and needs. As a result, most SMEs that have never received any form of assistance are less 
likely to receive it in the future, even if they are interested in EU funding opportunities. 
 
The case studies show that most of the issues identified were commonly perceived by 
stakeholders operating in different countries. However, to some extent a country effect can 
also be highlighted. Some of the problems affecting the Romania Sector OP on Economic 
Competitiveness Increase were different in nature from those highlighted in other countries or 
regions. This was mostly due to the limited administrative capacity at the MA level, which 
slowed down the whole application and award process. To some extent, the lack of a strategic 
focus on the SME sector in favour of infrastructure development (transport and 
environmental), the Romanian authorities’ lack of experience of Cohesion Policy instruments, 
along with still underdeveloped business consultancy services and weak SME support entities 
might also account for the relatively disappointing performance.  
 
In addition, there are different cultural factors that come into play and that make for 
different experiences from country to country. For example, the fact that in Italy SMEs are so 
used to administrative hurdles of a national origin, makes them more acquiescent with respect 
                                          
92  Respondents to the survey were asked to indicate five issues (by ranking them by order of importance) which, on 

the basis of their experience, were most problematic from the point of view of SMEs (See questionnaire in Annex 
V). On the basis of the answers provided, a weighted average judgment was calculated: for each issue the number 
of respondents who mentioned it was considered along with the ranking associated with it. The range was from 1 
(less important) to 5 (most important).  
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to those related to SFs. Also, widespread mistrust was apparent with respect to public funding 
decisions in Italy and Lithuania. 
 
There were also differences related to the type of support measure considered. As the 
German case illustrates well, the R&D support measure and the investment support measure 
raised different types of difficulties. Likewise, the simpler ESF measures in Italy and Romania 
posed fewer problems than more complex ERDF measures. On this basis, it appears misleading 
to generalise across the whole range of traditional grant support tools. 
 
The case studies also allow us to identify another type of cultural factor: the gap between 
the administrative (bureaucratic) approach proper to SFs and the daily practices of 
SMEs. One illustration was given by the time taken to make a decision, an issue identified on a 
number of occasions (in the following cases: Romania, Lithuania, Saxony, Tuscany and North 
East England). This delay did simply not correspond to the requirements imposed by market 
conditions. More in general, SMEs are not familiar with all the documentation required and can 
hardly invest time and other resources in scrutinising and monitoring the various sources that 
impose these requirements. Related issues are the criticisms of excessive formalism and 
imperfect transparency. Interestingly, it is not only the fear of an excessive administrative 
burden that represents a deterrent to SMEs, but also the concern that financial corrections 
might occur acts as an inhibiting factor.  
 
Overall, one element that appears very important to favour SMEs’ participation in the Cohesion 
Policy is the role of SME support entities, which can bridge some of the gaps above (and 
deal with SME-specific features like the weak proclivity for partnership). Their role is especially 
important in the case of more complex projects. It can be decisive in helping SMEs to generate 
project ideas, in coping with the application process and in ensuring effective implementation 
of the project. In North East England SMEs benefit largely from the existence of numerous and 
competent business organisations and other entities supporting them through all the project 
implementation phases. Where SME support entities are lacking or their services are too 
expensive (Lithuania, Romania and Western Finland), this is perceived as a severe obstacle for 
SMEs. This issue is further explored in Chapter 4. 
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3. THE CASE OF FINANCIAL INSTRUMENTS 

KEY FINDINGS 

 The different financial instruments reviewed take numerous forms with, for 
example, varying degrees of recourse to public capital, different levels of 
implementation (national or regional), and distinct roles played by the EIB.  

 Their performance is also uneven: from highly positive (in the North East England 
case), to extremely negative (in Romania) and two intermediate cases in Lithuania and 
Tuscany. 

 The quality of the initial gap assessment was different across the cases reviewed. 
Very effective in North East England, it was unsatisfactory to different degrees in 
Tuscany, Romania and Lithuania due to insufficient consultation.  

 In the UK case flexibility of allocation according to changing demand and mature 
legal and regulatory framework were positive factors that were not fulfilled to the 
same extent in the other cases.  

 The limited capacity of SMEs to generate good project ideas and write sound 
business plans was palliated in the UK case thanks to effective support provided by 
business angels and financial institutions. SMEs’ insufficient “financial literacy” was a 
negative factor in Tuscany, Lithuania and Romania and it was hardly addressed through 
communications or guidelines.   

 Relaxing the tight conditions concerning the eligibility of working capital in 
order to face the economic crisis contributed to making financial instruments attractive 
in the different cases reviewed. Other attractive features were the level of interest rates 
and the speed of the project selection process.  

 No major issues were identified during the implementation phase, although there were 
some difficulties with monitoring and reporting requirements.  

 Although financial instruments could be very attractive because of their “business-
friendly” features, they remain reserved to the most developed SMEs and those 
active in promising sectors. Rather than being combined or even substituted, financial 
instruments and grants are likely to develop in parallel for some time to come.  

 
This chapter addresses the issues encountered by SMEs and SME support entities benefitting 
from financial instruments supported by SFs. It draws on four case studies which out of the six 
case studies carried out for this report specifically deal with financial instruments. The selected 
measures and the context of their implementation are presented first. Next, the issues 
identified are discussed for each phase of the programme/project management cycle.   
 

3.1. The selected measures and context 
Four out of the twelve SME-related measures that were the object of case studies involve 
projects co-financed through financial engineering instruments such as venture capital funds, 
guarantee funds and (micro) loan funds. The evidence collected shows that issues faced by 
SMEs in accessing this kind of instrument generally differ from those related to traditional 

75 



Policy Department B: Structural and Cohesion Policies 
 

initiatives financed through non-refundable grants. For this reason they are discussed 
separately in this chapter.  
 
The four measures anticipating financial engineering instruments were selected with the aim of 
encompassing, as far as possible, the full variety of financial engineering instruments available 
for SME support. They include: 
 

 Initiatives implemented in old Member States, under the CP objective ‘Regional 
Competitiveness and Employment’ (UK and Italy) and in new Member States under the 
CP objective ‘Convergence’ (Lithuania and Romania); 

 Initiatives implemented at regional level (Tuscany for Italy and North East England for 
the UK) and at national level (Lithuania and Romania); 

 JEREMIE-type holding funds, co-financed by the EIB and the ERDF (UK, Lithuania and 
Romania), and other types of financial engineering instruments co-financed only by the 
ERDF and national funds (Italy and Lithuania). 

The initiatives analysed are briefly presented in Table 14 and described in more detail below.  
 
Table 14: Measures of financial engineering instruments analysed 

 ITALY LITHUANIA ROMANIA UK 
OP ERDF Regional 

OP 
Economic Growth 
OP 

Sector OP on 
Economic 
Competitiveness 
Increase 

North East 
England ERDF 
Competitiveness 
Programme 

Level Regional (NUTS 
2) 

National National Regional (NUTS 
1) 

CP objective Regional 
Competitiveness 
and Employment 

Convergence Convergence Regional 
Competitiveness 
and Employment 

Priority Axis Research, 
development and 
technological 
transfer, 
innovation and 
entrepreneurship 

Increasing 
business 
productivity and 
improving the 
business 
environment 

A system of 
innovative and 
eco-efficient 
production 

Enhancing and 
exploiting 
innovation 

Selected 
measure 

ERDF venture 
capital fund 
‘Toscana 
Innovazione’  

Improvement of 
the access to 
financing sources 
for SMEs – 
holding funds 

Access of SMEs 
to financing  

Support for 
innovation and 
technology led 
sectors   

Type of  
financial 
support 

Venture capital 
fund 

JEREMIE holding 
fund and INVEGA 
holding fund 

JEREMIE holding 
fund 

JEREMIE holding 
fund 

Sources of 
financing 

ERDF, Regional, 
private 
investment 

ERDF, EIB, 
private 
investment 

ERDF, EIB, 
private 
investment 

ERDF, Regional, 
EIB 

Measure’s 
objective 

To improve 
access to finance 
for SMEs 
operating in 
high-tech sectors 

To favour the 
development of 
SMEs, 
entrepreneurship 
and innovation.    

To strengthen 
the sustainable 
development of 
the productive 
system and to 

To provide 
financial and 
technological 
support for the 
development of 
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and with high 
growth potential, 
both at the early 
stage of life and 
in the expansion 
phase 

create a 
favourable 
environment for 
business 
development 

new products 
and processes 
and of links 
between 
technology 
providers and 
SMEs 

Budget 
available  

Total budget 
Euro 44.4 million 
 

Euro 210 million 
for the JEREMIE 
fund and Euro 58 
million for the 
INVEGA fund 

Total budget 
Euro 100 million. 
The majority is in 
the form of 
guarantee loans. 
The venture 
capital fund still 
needs Euro 6 
million in private 
co-financing in 
order to start 
operations 

Total budget 
Euro 155 million 
 

Implementation 
level 

Euro 25 million 
invested so far in 
17 SMEs.  

Euro 51 million 
invested as 
guarantees and 
Euro 20 million 
provided as 
credit by INVEGA 
by the end of 
2011. The 
utilisation rate of 
the JEREMIE fund 
is below 
expectations.   

Euro 32 million 
invested by May 
2012, granting 
about 400 loans 

Euro 63 million 
invested so far 
for 425 
investment 
projects 

Source: Authors based on case study reports. 
 
For Italy the ‘Toscana Innovazione’ Fund included in the regional OP for Tuscany under the 
‘Research, development and technological transfer, innovation and entrepreneurship’ Priority 
Axis, was selected for the case study. The Fund has a budget of Euro 44 million, co-financed 
by the ERDF, the Region and local banking foundations. It started operations in 2008 and is 
managed by the independent company Sviluppo Imprese Centro Italia. The Fund can be used 
to buy shares of up to 100% of equity in SMEs, and may remain a shareholder for a period 
ranging from five to seven years. It contributes to financing SMEs operating in high-tech and 
innovative sectors (environment and renewable energies, advanced mechanics, automation 
industry, microelectronics, biotechnology and others), with high return and growth 
expectations, which are either at their earlier stages of life or facing an expansion process. So 
far it has invested Euro 25 million (approximately 57% of the allocated budget) in 16 
companies through two tranches. The third tranche of funds will soon be launched and is 
expected to be fully committed by the end of the programming period. 
 
Currently in Lithuania several forms of assistance are available to SMEs using financial 
engineering instruments, namely soft loans, micro-loans, guarantees, credit insurance and 
venture capital investment. Two holding funds envisaged by the measure ‘Favour the 
development of SMEs, entrepreneurship and innovation’ under the ‘Increasing business 
productivity and improving environment for business – Holding Funds’ Priority of the Economic 
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Growth OP were selected for an in-depth analysis. These are the Lithuanian JEREMIE 
holding fund, set up in October 2008, and the INVEGA holding fund, set up in April 2009. 
The JEREMIE holding fund, managed by the EIF, has a maximum budget of Euro 210 million 
divided among a Funded Risk Sharing Instrument (Euro 80 million), a Risk Capital Fund (Euro 
28 million), Portfolio Guarantees (Euro 12 million) and a Business Angels Co-Investment Fund 
(Euro 8 million). It is financed by EU funds (ERDF and an EIB loan) and private investors. The 
measure sets a target of Euro 289 million for the volume of private investments induced by 
2015. The INVEGA fund is managed by the private national company INVEGA and is provided 
with a maximum budget of Euro 58 million funded from ERDF and private investors. The 
INVEGA Fund is split into a Small Credit Scheme and an Open Credit Fund, each of them with 
Euro 29 million at their disposal. While the Small Credit Scheme under the INVEGA Fund has 
already exceeded the targets set ex-ante in terms of the number of SMEs supported, and the 
Open Credit Fund is close to meeting its targets, the JEREMIE fund is experiencing some 
difficulties, especially when implementing Portfolio Guarantees (as analysed in the next 
section). For this reason, the Lithuanian Ministry of Economy is planning to move some of the 
resources away from the JEREMIE holding fund to the more successful INVEGA instruments.   
 
In Romania the JEREMIE initiative ‘Access of SMEs to finance’ of the Romanian Sector OP 
on Competitiveness Increase was examined, which involves the creation of a holding fund 
managed by the EIF. The Fund has a total budget of Euro 100 million made available by the 
ERDF, the EIB and three national banks, and it is expected to generate up to 500 start-ups. It 
includes two funds: a Guarantee Fund and a Venture Capital Fund. Since their establishment in 
2011, the budget for the Guarantee Fund has increased due to high demand among SMEs (in 
May 2012 Euro 32 million had already been invested), while the Venture Capital fund has not, 
in fact, started operations yet. This delay is due to difficulties in finding private co-financing, 
which, according to state aid rules, should cover at least 30% of the total risk capital fund. The 
funds are addressed to SMEs operating in innovative sectors, particularly in the fastest growing 
fields of technology, media and the Internet. This is the first financial instruments initiative 
ever financed in Romania using SFs. However, a National Credit Guarantee Fund for SMEs was 
already available, which was set up in December 2001 and entirely capitalised by the 
Romanian Government.  
 
A holding fund was also analysed in the UK. It was the North East England JEREMIE 
holding fund, for which £125 million, corresponding to Euro 155 million, was committed in 
2009. Sources of financing were the EU, through the ERDF resources allocated for the North 
East England ERDF Competitiveness Programme 2007-2013, the EIB and the regional financing 
made available by the Regional Development Agency. Unlike the Lithuanian and Romanian 
JEREMIE holding funds, in North East England no private financing was leveraged for the Fund. 
The Fund contributes to the achievement of the Programme’s ‘Enhancing and exploiting 
innovation’ Priority, by facilitating SMEs’ access to finance and stimulating innovative SME 
start-ups and growth. The holding fund is managed by the financial institute North East 
Finance, and it comprises seven funds, managed by different private companies: the 
Accelerator Fund, the Angel Fund, the Growth Fund, the Growth Plus Fund, the Proof of 
Concept Fund, the Technology Fund and the Microloan Fund. According to recent data, about 
Euro 63 million has been already invested, corresponding to more than 40% of the total 
budget. Given the high demand for some funds (particularly the Microloan Fund) and the 
relatively lower demand for others (e.g. the Growth and Growth Plus Fund), the distribution of 
financial resource across the seven seed funds is going to be adjusted, with no change in the 
holding fund’s total budget.  
 
As this list of initiatives indicates, financial engineering instruments tend to be targeted at 
innovative SMEs operating in the most promising sectors, in terms of expected profit rates and 
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return rates on investment. This is due to the need to ensure repayment of the private loans 
that contribute to financing the products.   

3.2. Main issues by phase 
 
The analysis of the problems identified by SMEs when involved in financial engineering 
instruments is presented by distinguishing between the different macro-phases of the CP 
management cycle: the programming phase, the phase related to project idea generation and 
application, and the project implementation phase.  
 

3.2.1. Programming 
 
Knowledge of the existing gaps between SMEs’ financing needs and the financing instruments 
available was perceived by the stakeholders interviewed to be very important to ensure a 
satisfactory level of access of SMEs to financial engineering instruments co-funded by the EU. 
When discussions began about the establishment of a JEREMIE holding fund in North East 
England, an adequate financial gap assessment was carried out involving national and 
regional public authorities, financial institutes and SME support entities (business 
representative associations and consultancy companies for the business sector). This 
consultation phase allowed the fund to offer a wide range of financial engineering instruments 
that were well adapted to the different needs of SMEs.  
 
The establishment of the ‘Toscana Innovazione’ fund was also based on a good market 
analysis, which highlighted the financing needs of two high-tech clusters in the cities of Pisa 
and Siena, and a regional strategy focused on stimulating the creation of further innovative 
SMEs. Moreover, the fact that traditional and less innovative SMEs are still unfamiliar with the 
jargon, procedures and conditions of new forms of financial instruments was taken into 
account when designing the Programme’s financial instruments. The context analysis led the 
regional authorities to take the strategic decision for the current programming period to focus 
more on financial instruments, both innovative (venture capital) and traditional ones 
(guarantees and subsidised lending), rather than grants, considering that the former are more 
appropriate to support SME development. According to some interviewees, in the Tuscany 
regional context, which is heavily focused on traditional and artisanal production with low or 
incremental innovation, the role of high-tech innovation is perhaps emphasised too much. A 
critical mass of SMEs could be better reached by assisting more gradual product and process 
improvements that might ensure the SMEs’ survival in a globalised and competitive market.   
 
In fact, the ‘Toscana Innovazione’ Fund targeted the most innovative sectors, while leaving the 
majority of Tuscany’s micro-enterprises, which operate in traditional fields, the possibility of 
benefitting from other forms of assistance (grants and traditional forms of financing, like the 
well-established credit guarantee consortia). Notwithstanding the high selectivity of the fund, 
the financial resources made available in the two calls for proposals already launched were 
fully committed: this proves the actual existence of demand for such instruments. 
 
In Lithuania stakeholders claimed that a market assessment had been carried out, but without 
properly consulting the financial intermediaries. Their involvement would have contributed to a 
more accurate evaluation of the market and would probably have ensured the satisfaction of 
all SMEs’ financing needs. Instead, according to interviewees, demand for products promoting 
venture capital development, especially at the pre-seed stage, and micro-credits still remains 
unsatisfied.  
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In Romania there was some consultation to determine the mix of financial products to be 
provided: for example, managers of the already existent and highly experienced National 
Credit Guarantee Fund for SMEs were consulted. However, the gap assessment with regard to 
the financing deficit of the SMEs has not yet been completed. The lack of detailed national 
statistics on the access of micro, small and medium-sized companies to bank funding means 
that it is impossible to make an accurate assessment of the financial health and needs of 
SMEs. In their absence, the assessment is still on-going and based on costly qualitative 
research and relying on general data provided at European level, such as the Eurobarometer 
survey regarding SMEs’ access to funding. Due to the poor ex-ante assessment of the financial 
gaps, the demand for guarantee products is so high that it cannot be entirely satisfied by the 
available funding. Moreover, a very high and unsatisfied demand is emerging for financial 
instruments in sectors that are currently not eligible for the JEREMIE funds (i.e. other than 
technology, media and the Internet). In order to solve these weaknesses and ensure wider 
financial opportunities for SMEs, the MA is considering increasing the budget allocated to the 
Guarantee Fund by at least 50% and setting up additional venture capital funds targeted at 
other sectors of activity. The financial environment analysis on the supply side also turned out 
to be inadequate. The willingness of private investors to contribute to innovative venture 
capital funds was overestimated, so that raising private funding to complement the funds 
allocated by the Government and the EIB was more difficult than anticipated: in fact this is 
impeding the launch of the Venture Capital Fund operations, for which Euro 6 million of private 
financing is still missing. 
 
The economic crisis, started in 2008, changed the economic environment in EU Member 
States and strongly influenced the demand from SMEs’ for financial instruments. SMEs have 
become extremely cautious and more reluctant to implement significant investment projects or 
to expand their business activity; they tend, instead, to postpone their investment plans. As a 
result, demand for financial instruments aimed at providing injections of development capital 
to add impetus to SMEs’ future growth plans (such as the Growth and Growth Plus Fund in 
North East England) has dwindled. Demand for microloans and guarantee funds, on the other 
hand, is higher than forecasted, since these instruments are deemed more suitable to tackle 
current financial difficulties.  
 
In the cases analysed, changing demand did not represent a significant problem when it was 
possible to reallocate some resources from low-demand instruments to high-demand ones so 
as to ensure continuous alignment between investment supply and demand. The seven 
North East England funds under the JEREMIE holding fund were very flexible in this regard. 
The holding fund manager could decide to reduce the resources of certain funds and allocate 
them to other funds for which demand was higher than initially forecasted, without the need to 
increase the total JEREMIE budget. A reallocation occurred in Lithuania, too, not between 
financial products under the same holding fund, but from one holding fund to another. The 
lower than expected demand for financial instruments under the JEREMIE holding fund led to 
the decision to remove Euro 40 million from the fund and to reallocate it to other types of 
financial engineering instruments for SMEs for which demand was higher, such as those under 
the INVEGA holding fund.  
 
In addition to a good knowledge of SMEs’ financing needs, stakeholders share the opinion that 
the legal framework should also be taken into account, to ensure that it is ready and 
suitable for the establishment of innovative forms of financial instruments. While no problems 
were highlighted in this regard in North East England or Tuscany, in Lithuania the legal 
framework was not initially adapted to the implementation of financial instruments like venture 
capital funds. Taxation was unfavourable to the establishment of such funds and there was no 
distinction between the regulatory framework of private equity and venture capital funds. The 
Government took time to adjust the national legal acts, but eventually managed to ensure the 
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existence of a coherent legal basis for financial engineering instruments. What is still missing, 
however, is the legal base for the development of business angels’ activities. This represents 
an issue for SMEs when (potentially) accessing financial instruments, as explained in the next 
section. 
 
Interviewees from Romania argued that the ‘Access of SMEs to financing’ operation was 
launched prematurely considering the applicable legal framework of the national banking 
system. While there was some previous experience of national financial instruments, 
knowledge of the JEREMIE initiative was very limited. The lack of proper regulation by the 
National Bank of Romania to encourage banks to promote these products made the Guarantee 
instruments not very profitable for financial intermediaries. This determined significant 
difficulties in leveraging the share of private funding required by state aid rules.93 In other 
areas, like Tuscany and Lithuania, there were no major issues in leveraging private funds: in 
spite of the large number of rules and eligibility conditions to be fulfilled, public authorities 
succeeded in leveraging private investment from local banks thanks to the profitable nature of 
the funds.  
 
An additional issue emerging at the end of the programming phase concerns the 
communication of financing opportunities to SMEs. This is very poor in Romania. Even if 
banks make their own promotional efforts, these are considered insufficient to reach all the 
interested and eligible beneficiaries. In Lithuania the wide involvement of financial 
intermediaries favours the access of SMEs to innovative financial instruments, since most of 
them can receive communications from their own daily financial service providers; 
nevertheless, more clarity on eligibility conditions is needed. The communication process is 
very good in North East England and Tuscany, where financial intermediaries, business 
associations and chambers of commerce provide complete information on the types of financial 
instruments available to SMEs.  
 

3.2.2. Access 
 
A common problem faced by SMEs in all the countries and regions analysed when considering 
whether to access financial engineering instruments is their limited capacity to generate 
good project ideas, i.e. promising ideas with a high financial return potential, fitting into the 
OP’s objectives, and grounded on a robust and sound business plan. SMEs, particularly the 
micro and small ones, are not generally used to developing structured investment projects on 
their own, due to the lack of in-house competences.  
 
Besides the project generation stage, the application for financial engineering instruments also 
created some problems to SMEs. The human resources available in SMEs are not usually 
sufficient or not used to dealing with the administrative requirements, eligibility rules 
and legal documentation involved in the application process. In Tuscany, Lithuania and 
Romania application procedures were considered cumbersome and eligibility requirements 
either too vague or too difficult to understand. In some cases, national requirements added to 
the burden imposed by SFs obligations, as in Italy, where SMEs were asked to provide more 
certificates than in other countries in order to be eligible for EU funds (such as anti-mafia, 
regular payment of taxes and social contributions, and safety standards certificates). 
Moreover, national rules (or the interpretation given to EU regulations) may change over time 
and this creates ambiguous situations when the previously applied practice suddenly becomes 
inadequate. For instance, in 2011 the European Commission amended the rule that had made 
working capital a non-eligible expenditure. This decision was positively welcomed by SMEs and 

                                          
93 The requirement is to mobilise at least 30% of the total risk capital fund from private sources. 
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increased their interest in financial instruments. However, eligibility conditions are still unclear 
to most SMEs, as stated by interviewees in Lithuania and Romania.  
 
The only measure among the four analysed for which no problems were identified at the 
application phase was the JEREMIE holding fund of North East England: in that region, SMEs 
considered the application process clear and not cumbersome, administrative requirements not 
excessive and legal documentation standardised to that of financial products provided by 
banks.  
 
What plays a crucial role in helping SMEs to overcome the difficulties related to project idea 
generation and the preparation of the project proposal, and in encouraging them to apply for 
financial engineering instruments, is the level and quality of assistance received at this 
stage. In North East England SMEs can rely on the support provided by business angels and 
financing institutions. The well-established UK network of business angels, formed by private 
individuals looking for promising project ideas worth financing, helps entrepreneurs to develop 
their own business ideas and to improve them so as to make them more attractive (i.e. by 
having clear objectives, which are consistent with the OP, and relying on a robust business 
plan) and more profitable for financing institutions. Angels are particularly helpful for new 
entrepreneurs willing to start-up a business or, more in general, for SMEs that lack the 
experience of developing a project to be co-financed by financial instruments. Both business 
angels and financing institutions managing the different funds under the JEREMIE holding fund 
also support SMEs throughout the application process. This is the reason why these procedures 
do not pose a problem for North East England’s SMEs.  
 
In countries and regions where similar support is missing, SMEs encounter greater difficulties 
in accessing funds. In Lithuania the lack of business angels and too vague guidance notes 
(which SMEs are even uncertain whether to consider a binding legal document or not) do not 
help to overcome difficulties in generating robust and promising project proposals and 
extricating themselves from the application’s procedural complexities. In Romania banks 
providing financing instruments co-funded by EU resources do not receive special training 
about CP and EU regulations (including state aid rules) and, more specifically, about the OP, its 
priority axes, and procedures and rules in all programme and project management cycle 
phases. This makes them unsuitable for providing SMEs with the needed support. This 
weakness was acknowledged by the national authorities and, in order to overcome it, in the 
Sector OP on Economic Competitiveness Increase the MA included one financing measure 
aimed at providing SMEs with support in a wide variety of fields, including the preparation of a 
business plan. In Italy, unless they are driven by young and highly educated entrepreneurs, 
SMEs need assistance to prepare the application, some of which is provided by external 
consultants. However, this additional cost might discourage SMEs from applying.  
 
Another two elements that may represent either an obstacle to SMEs’ access to financial 
products or a strength attracting SMEs are the interest rates on financing and the speed of 
the selection process. As to the former, case studies show that due to their low interest rates 
the JEREMIE holding funds of North East England, Lithuania and Romania are more attractive 
to SMEs than other national funds for which no EU subsidy is given. Actually, in Romania the 
National Guarantee Credit Fund for SMEs is suffering from competition from the JEREMIE 
Guarantee Fund, which is eroding some of its market share. The opposite is true in Tuscany: 
the ‘Toscana Innovazione’ Fund has higher interest rates than traditional financing schemes 
because of the high risk attached to the targeted projects, against which private investors 
want to be protected.  
 
As to the speed of the project selection process, in North East England award or refusal 
decisions were taken very fast, between one and four months after the application, and this 
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was much appreciated by SMEs. In Tuscany, instead, the decision process was rather lengthy, 
thus causing delays in the project start-up. Banks took a long time to accurately verify that the 
company was in a position to pay off its debts, that eligibility conditions were met and that 
SMEs had access to complementary banking instruments if necessary. SMEs in Lithuania and 
Romania were neutral as regards the time frame of the selection process, which was 
considered neither a specific strength nor a weakness of the financial instruments.  
 
SMEs’ access to financial instruments has been influenced by the current economic crisis. On 
the supply side, the crisis is making private financial institutes and banks more risk averse and 
reluctant to grant loans to SMEs. This poses a problem for SMEs in the case of financial 
instruments and holding funds that are partly privately-funded (all the analysed case studies 
with the exception of North East England), since it contributes to making the proposal selection 
process more rigorous and detailed and, hence, to increasing the time span between the 
application and the financing decision.  
 

3.2.3. Implementation 
 
Three out of four case studies show that the time frame for money disbursements is not 
an issue for SMEs. Once approved, financing was generally made available in a short time 
(only one month in North East England). This was not the case for some new financial 
instruments provided in Lithuania, where the deployment time was considered too long, thus 
making the instruments less attractive.  
 
Country-specific issues emerge when considering other aspects related to the project 
implementation phase. In Romania and Tuscany SMEs have difficulty in coping with the 
monitoring and reporting system, which was considered too complex and time consuming. 
Assistance provided by financing institutes or consultants was not sufficient due to their lack of 
experience of these innovative financial schemes (Tuscany) or to the limited development of 
business support entities (Romania). Lithuanian SMEs, in contrast, did not consider the 
reporting requirements to be burdensome. The same was true for North East England, where 
monitoring indicators and periodic reporting were perceived as beneficial to the project itself 
(particularly start-up SMEs), by helping it to stay on track. As far as the administrative 
requirements imposed on financial institutions and holding fund managers are concerned, 
these were felt to be time-consuming but necessary and appropriate in North East England, 
and much more onerous in Lithuania, Tuscany and Romania (even though in Romania the 
reporting requirements were recently simplified). 
 
Overall, the case studies suggest that the project implementation process is more likely to 
proceed smoothly and without creating particular problems for SMEs when highly qualified 
and experienced holding fund managers and financial institutions are involved. Good 
quality human resources, in particular, are a pre-condition for providing SMEs with adequate 
support if there is the need. On the contrary, in contexts in which experience of innovative 
financial instruments is still limited or no business support is provided, SMEs face greater 
difficulties in carrying out all the administrative procedures required. 

3.3. Summary 
 
In short, the SMEs’ experience with financing instruments ranges from extremely positive, as 
in North East England, to extremely negative, as in Romania; Lithuania and Tuscany lay in the 
middle of these two extremes. The quality of the programming phase, particularly the 
suitability of the financial instruments to the local financial and legal context, and the 
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availability of business support for SMEs in the project generation phase are the most 
important factors ensuring a successful use of these instruments among SMEs.  
 
These are the factors that make the JEREMIE initiative launched by North East England a 
success story, which other European authorities could look upon as a good practice to 
replicate. This success is persuading some stakeholders (both financial institutions and the 
SMEs of North East England) that financial engineering instruments can contribute significantly 
to the achievement of the Programme’s objectives. The sound context analysis, the relatively 
manageable administrative requirements, the fast decision-making process and the strong and 
continuous support for SMEs make the JEREMIE funds very attractive to entrepreneurs. 
Moreover, the intrinsic nature of these instruments makes financial institutions true partners of 
SMEs and this positively affects the whole project management cycle: the investors’ strong 
interest in the project’s success guarantees the development of project ideas, high potential 
economic returns and their active collaboration throughout the project implementation phase 
to support entrepreneurs in case any difficulty arises.   
 
On this basis, some interlocutors, for example in Lithuania and Tuscany, argued that financial 
instruments are better suited to SMEs needs and expectations than traditional instruments like 
grants. The MA for the North East England ERDF OP agrees that financial instruments are 
working very well, but argues that these new products should not entirely substitute grants. 
Demand for grants will continue to come from certain types of enterprise, particularly the 
smaller ones that cannot afford the repayment of loans. For this reason, the two forms of 
financial assistance should both continue to be provided. Also, in Tuscany, despite the strategic 
decision to focus more on financial instruments, grants have not in fact been completely 
substituted on the grounds that they respond to different needs of regional enterprises. 
Indeed, in Romania, grants are the favoured form of assistance because of their non-
refundable nature, the still poor supply of financial engineering instruments co-financed by SFs 
and the complex administrative procedures and burdensome monitoring and reporting systems 
entailed in JEREMIE-funded projects. 
 
No evidence was collected as to the possibility of using financial instruments and grants as 
complementary rather than substitute tools. The current EU Regulations94 allow preferential 
loans, guarantees and grants to be combined. The European Commission has stated that the 
three operations should not co-finance the same expenditure, that grants and loans can be 
combined even if originating in different operations or Priority Axes of the OP, that they should 
be separately accounted for and documented. Hence, because of complex requirements and 
unclear rules, in practice a combination of different financial instruments is considered virtually 
impossible by SMEs.  
 
 

                                          
94 EC Regulation 1083/2006 and European Commission (2011b). 
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4. THE ROLE OF SME SUPPORT ENTITIES  

KEY FINDINGS 

 The SME support entities that responded to the e-survey highly valued their 
contribution especially in the programming and access phases. Their role was 
deemed particularly important for the generation and diffusion of good quality 
information. 

 During implementation the accountability of eligible expenditures, intermediate 
payment claims and other financial reporting requirements were issues most frequently 
mentioned for which SME support entities could provide effective support. However, 
SME support entities believed their contribution was comparatively less incisive in 
this phase than during programming or access. 

 SME support entities that deal with very small enterprises had a slightly different 
perspective from SME support entities dealing with larger SMEs. They seemed to 
benefit from the application of the proportionality principle that requires less 
paperwork for small projects. They thus preferred to focus on the role of information 
broker rather than providing support, which comparatively larger counterparts did more 
frequently.  

 There were some issues that were viewed as critical for SMEs, but for which SME 
support entities felt they could not be as effective. These were the existence of 
different application forms across programmes and funds, short deadlines, setting up 
and running a monitoring system and managing consortia.  

 The main problems SME support entities faced in helping SMEs were their difficulty in 
interpreting regulatory requirements, insufficient time and dedicated 
resources.  

 
The objective of this chapter is to shed light on the role played by the SME support entities in 
the project/programme management cycle and the potential contribution they could make to 
helping SMEs take advantage of SFs. As pointed out in Section 1.2, there is a wide variety of 
SME support entities active in EU-27 that can potentially play an important role at different 
stages of the project/programme management cycle. Irrespective of the type of body (e.g. 
business representative associations, financial institutions, business support agencies, etc.), 
the SME support entities can be beneficiaries of SFs, act as IBs and/or provide advisory 
services to potential applicants.  
 
In what follows, the discussion is mostly based on the results of an e-survey, completed by an 
in-depth interview with a key stakeholder (the UEAPME), other studies carried out on this 
subject, and the results of the case studies. It focuses on the roles that these SME support 
entities perform in the CP management cycle, on the specific issues for which their contribution 
is likely to be most decisive and on the main difficulties that might hinder their activity of 
facilitating SMEs’ access to SFs. 
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4.1. Presentation of the e-survey 
The total number of respondents to the survey was 89, of which the majority were SME 
support entities acting at regional/local level or national level, 55% and 38%, respectively 
(Figure 8).95 Of the total respondents, 69 stated they had had experience with SFs.  
 
Figure 8:  Share of respondents by level of intervention and compared to the 
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Source: Authors’ processing of survey data. 
 
Respondents to the survey were largely SME support entities representing or dealing with 
more than one category of SME. Among these respondents the majority (71%) supported the 
self-employed, or micro, small and medium-sized enterprises (up to 250 employees), while the 
remaining 29% supported the self-employed, micro and small enterprises (fewer than 50 
employees).  
 
Figure 9:  Share of respondents by category of SME represented 
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Source: Authors’ processing of survey data. 
 
When asked about their specific mission (providing direct support to SMEs, acting as an IB 
and/or being a beneficiary of SFs), respondents to the e-survey most frequently answered that 
they provided support to SMEs wanting to access SFs. In comparison, they less frequently 
played the role of IB or beneficiary of SFs (see Figure 10, bar graph on the left). Interestingly, 
51% of respondents were involved in the CP management cycle by playing more than one role 
(see Figure 10, graph on the right), by acting as both beneficiary of the SFs and provider of 
support to SMEs accessing the SFs.  
 

                                          
95 As explained in Annex III, the sample is not statistically relevant, therefore care should be taken when interpreting 

the results and, in particular, it is not possible to reproduce these results for the whole population.  
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Figure 10:  SME support entities by type of experience with SFs  
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Source: Authors’ processing of survey data. 

Note: The bar graph on the left indicates the number of respondents by type of experience. The total number is not 
equal to the number of respondents to the survey because a single respondent could have played more than one role. 

This is taken into account by the graph on the right showing the share of respondents by the roles played.  
 
Concerning their involvement in the preparation and implementation of programming 
documents at EU, national and regional level, the results from the e-survey show that the 
majority of respondents were involved, or at least consulted, in the drafting of strategic 
programming documents. The higher the level of programming, the lower the involvement of 
the SME support entities. More specifically, they were actively involved at regional level, in the 
preparation of OPs and in the definition and/or implementation of specific SME-related 
measures, while they were simply consulted or not even contacted at all at national and 
European level. This in part reflects the fact that most respondents are national or regional 
actors. 
 
Figure 11:  Share of respondents by level of involvement 
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Source: Authors’ processing of survey data. 
 
SME support entities representing SMEs with a maximum of 50 employees were actively 
involved and consulted in the drafting of the OPs and in the implementation of specific 
measures, while they were simply consulted or not contacted at all at national and European 
level. If we also consider the SME support entities representing medium-sized enterprises 
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(fewer than 250 employees)96 the situation is the reverse: they were mostly involved at 
European and national level, while simply consulted at regional level and in the implementation 
of specific measures. This finding suggests that the higher the number of employees, the lower 
the need for SMEs to be represented or supported downstream in the CP management cycle.  
 
Figure 12:  Share of respondents by level of involvement and type of SME 

represented 
SME support entities representing SMEs  

with fewer than 50 employees 
SME support entities representing SMEs with  

fewer than 250 employees 

0%

20%

40%

60%

80%

100%

European National Regional Specific Measures

actively involved simply consulted not involved

0%

20%

40%

60%

80%

100%

European National Regional Specific Measures

simply consulted actively involved not involved
 

Source: Authors’ processing of survey data.  
Note: The graph on the right shows the level of involvement of SME support entities also representing medium-sized 

SMEs, while the graph on the left only shows those representing SMEs with fewer than 50 employees.  
 
A UEAPME survey97 on the involvement of SME support entities in the preparation and 
implementation of the current Regional OPs (ROP) shows that there is a significant and positive 
correlation between the participation of these stakeholders in the planning and implementation 
of regional policies and the degree to which the needs of SMEs were taken into account in the 
ROP 2007-2013: the more SME organisations were involved, the better the needs of SMEs 
were represented.   
 

4.2. The contribution of SME support entities by cycle phase 
 
The e-survey tried to determine at which stages of the project/programme management cycle 
the contribution of SME support entities would be most important. The list of potential 
difficulties and critical issues faced by SMEs along the project/programme management cycle 
identified in Chapter 1 was submitted to the respondents. For each of these issues the 
respondents were asked to provide a score from 1 (the contribution of SME support entities 
would be irrelevant) to 5 (the contribution of SME support entities would be decisive) based on 
the specific cases of the SMEs they represent and/or support. Figure 13 presents the results. 
 

                                          
96 Respondents were grouped according to the size of the SMEs represented/supported (see Annex III for details). 
97 UEAPME (2012).  
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Figure 13:  The contribution of SME support entities by phase and issue  
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Source: Authors’ processing of survey data. 
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Figure 13 shows that overall positive judgements were recorded for each issue analysed (since 
all the issues recorded a rate higher than three). Issues related to the programming and 
access phases rank high, meaning that the contribution of SME support entities would be 
comparatively more decisive at this stage than in the implementation phase.  
 
Facilitating communication is one of the main contributions that the SME support entities could 
make. As shown by the graph above, the issues that rank first in the programming and access 
phases are all related to the problem of providing SMEs with relevant information. Being aware 
of the availability of funding opportunities, obtaining clear and relevant information on the 
application procedures and on the generation of good project ideas are the most critical issues 
faced by SMEs for which the contribution of SME support entities would be most decisive. 
 
In comparison, the contribution of SME support entities would be less relevant for issues that 
are mostly related to the obligations, rules and procedures required by EU legislation and that 
concern the project/programme implementation phase. 
 
In what follows, each phase of the project/programme management cycle is discussed in 
detail. The answers provided by respondents are also analysed according to the size of the 
SMEs represented and/or supported.  
 

4.2.1. Programming 
 
Overall the opinion of the SME support entities was positive with regard to the contribution 
they think they would provide in the programming phase in order to ensure that SMEs take 
advantage of SFs. Interestingly, they see their contribution as more downstream than 
upstream. Informing SMEs about the availability of funding opportunities is perhaps the most 
decisive support they could provide, since they are used to organising targeted communication 
campaigns and are continuously in contact with the SMEs they represent.  
 
By contrast, respondents think that their contribution to the allocation/management of global 
grants could be less decisive than other issues concerning the programming phase. Their 
opinion on the useful role they can play in drafting programming documents is also 
comparatively lower.  
 
Figure 14:  The contribution of SME support entities in the programming phase 
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Source: Authors’ processing of survey data.  
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Note: The graph represents the deviation of each issue from the mean for the phase.  
 
Looking more in detail at the size of the SMEs represented by the respondents to the survey, it 
is worth noting that different opinions were expressed with regard to the contribution they 
could provide to the allocation of resources and drafting of programmes. For SME support 
entities also representing medium-sized enterprises, more decisive support could be provided 
in the allocation of resources. The SME support entities representing enterprises with no more 
than 50 employees declared the opposite. A possible explanation is that SME support entities 
representing small and micro-enterprises are generally organisations with limited capacities. 
Therefore, they focus their resources on the issues that are the most relevant for them, such 
as the provision of information to SMEs and the contribution to the drafting of programming 
documents.  
 
Figure 15:  The contribution of SME support entities in the programming phase by 

type of SME represented 
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Source: Authors’ processing of survey data. 
Note: The graph represents the deviation of each issue from the mean for the phase.  

 

4.2.2. Access  
 
In their opinion, SMEs support entities could provide a considerable contribution in the access 
phase. As confirmed by respondents to the e-survey, SME support entities are likely to play an 
important role during the generation of projects and the application for grants.   
 
As shown by Figure 16, their most decisive contribution would be to provide SMEs with clear 
information on the procedures they must follow when applying for SFs. Moreover, their support 
could be highly significant during the generation of the project idea, by providing SMEs with 
relevant information for generating a good project, by ensuring that the project is in line with 
the objectives of the OP by identifying suitable partners for implementing it.  
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In comparison, the contribution of SME support entities in the access phase would be less 
crucial for those issues related to the compliance with rules, selection criteria and obligations 
required for getting funds.   
 
Different positions were observed among respondents depending on the size of the SMEs they 
represented or supported (see Figure 17). A certain divergence was found with regard to the 
large amount of documentation required during the application process, a critical issue 
frequently reported by SMEs. For SME support entities also representing medium-sized 
enterprises, this is an area where their contribution would be most decisive, while SME support 
entities representing enterprises with fewer than 50 employees think that their contribution in 
this regard would be less relevant. The proportionality principle seems to be at the base of the 
two different statements: micro and small enterprises generally apply for less money, deal 
with smaller projects and, therefore, they are required to present fewer documents. For SME 
support entities representing these enterprises, there are other issues (especially related to 
the generation of the project idea) for which, in comparison, their contribution would be most 
decisive.  
 
Figure 16:  The contribution of SME support entities in the access phase 
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Source: Authors’ processing of survey data. 
Note: The graph represents the deviation of each issue from the mean for the phase.  

 
Different points of view were provided by respondents regarding the time frame for accepting 
or refusing project applications. According to SMEs also representing medium-sized 
enterprises, this is an issue for which their contribution would be particularly decisive.  
 
Apart from these two divergences, opinions provided by respondents converge on the specific 
issues for which their contribution could be most decisive. It is worth noting that regardless of 
the size of the SMEs represented, respondents think that they would provide a decisive 
contribution in producing innovative ideas, which are in line with the Programme’s priorities 
and in supporting them during the application procedure. This finding confirms that both small 
and large enterprises face the same problem of lack of qualified human resources capable of 
producing valuable projects and correctly preparing the project application and that these are 
areas in which enterprises most need the contribution of the SME support entities.  
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Digitalisation is an issue for which all respondents agree that the contribution of SME support 
entities could be less relevant. The digitalised administrative procedures differ among countries 
and mostly depend on the requirements laid down by the European and national legislation.  
 
Figure 17:  The contribution of SME support entities in the access phase by type of 

SME represented 
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Source: Authors’ processing of survey data. 
Note: The graph represents the deviation of each issue from the mean for the phase.  

 

4.2.3 Implementation 
 
Compared to the programming and access phases, implementation is likely to be the phase 
where SME support entities would provide a less decisive, but still positive, contribution (see 
Figure 13). During the implementation of programmes and projects, SMEs are mostly required 
to comply with financial, administrative, reporting and auditing requirements that stem from 
EU regulations and also national and regional legislation. In this regard, the role that SME 
support entities would play is limited.   
 
An important contribution that SME support entities could make would be to help SMEs with 
the accountability of eligible expenditures, the compliance with rules for intermediate payment 
claims and the procedure for financial reporting. All these issues are considered complex and 
time-consuming for SMEs (see Chapters 2 and 3) and the role of SME support entities would 
be decisive in reducing the related burden. It is interesting to note that SME support entities 
representing enterprises with more than 50 employees were felt to have provided a most 
decisive contribution in this regard (see Figure 19). In fact, medium-sized SMEs usually deal 
with comparatively larger projects and thus they are subjected, according to the 
proportionality principle, to more requirements in terms of reporting and auditing.  
 
Respondents from SME support entities representing enterprises with fewer than 50 employees 
felt that they could make a comparatively lower contribution in this phase, with the sole 
exception of the accountability of eligible expenditures.  
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Figure 18:  The contribution of SME support entities in the implementation phase 
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Source: Authors’ processing of survey data. 
Note: The graph represents the deviation of each issue from the mean for the phase.  

 
A certain convergence was noted among respondents on the fact that the contribution of SME 
support entities would be less relevant for all the issues related to the monitoring and the 
closure of a programme and/or project. This is particularly illustrated by SME support entities 
representing micro and small enterprises, which prefer to focus their limited resources on the 
activities of communication and providing information to SMEs.  
 
Figure 19:  The contribution of SME support entities in the implementation phase by 

type of SME represented 
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Source: Authors’ processing of survey data. 
Note: The graph represents the deviation of each issue from the mean for the phase.  
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4.3. The contribution of SME support entities: strengths and limits 
 
The graph below provides a complete picture of the difficulties faced by SMEs and of the issues 
for which the contribution of SME support entities would be most decisive. It combines two 
kinds of information: on the one hand the opinions of respondents concerning the phases (and 
related issues) for which the contribution of SME support entities would be most important; on 
the other, the issues indicated by the respondents as the most problematic from the point of 
view of SMEs.98 
 
The issues placed in the upper right of the graph are those that created major difficulties for 
SMEs during the programme/project management cycle and at the same time those for which 
the contribution of SME support entities would be more decisive. First and foremost, this 
involves access to information; support during the access phase also ranks highly, especially 
as regards the application document or search for partners. It is interesting to note that there 
was only one problematic issue related to the implementation phase and it concerned 
accountability for eligible expenditures. The graph confirms that the implementation phase is 
the area where the contribution of SME support entities would be comparatively less 
important.  
 
Those issues that are deemed to be critical from the SMEs’ point of view, but that are not 
resolved in whole or in part by SME support entities, are of special concern. These comprise 
the existence of different application forms across funds and programmes, access to matching 
funds, dealing with short deadlines, setting up and running the monitoring system, and 
managing consortia.  
 
By contrast, the issues placed in the bottom left of the graph are the least problematic from 
the point of view of SMEs and represent the areas for which the SME support entities would 
provide a less important contribution. The digitalisation of the application process, the 
selection criteria applied by the MAs and the requirements related to the closure of the project 
pose minor problems for SMEs and at the same time they are issues for which the contribution 
of the SME support entities would be less decisive.  
 
 
  

 
98  See Figure 7 in Chapter 2. It is worth remembering that this figure shows the responses to a question asking 

respondents to indicate (in order of importance) the five issues related to the access and implementation phases 
that were most problematic from the point of view of SMEs. They were not required to provide their opinion on the 
issues related to the programming phase. For this reason, the programming phase is also missing in Figure 20.  
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Figure 20:  Problematic issues from the SMEs’ point of view and the contribution from SME support entities 
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Source: Authors’ processing of survey data.  
Note: Red is used to indicate issues related to the access phase. Blue indicates issues related to the implementation phase. 
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Further evidence was collected through the e-survey to identify the factors that limit the SME 
support entities’ contribution to helping SMEs to take advantage of SFs. As shown in the figure 
below, a major problem faced by these actors is the interpretation of regulatory requirements. 
This difficulty is also confirmed by the fact that the requirements concerning the closure of 
projects, or the obligations in terms of pre-financing guarantees, are both issues for which 
survey respondents stated that the SMEs support entities would provide a less decisive 
contribution (see Figure 20).  
 
Figure 21:  Factors limiting the contribution from SME support entities 
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Source: Authors’ processing of survey data. 
 
The lack of resources and time was also a source of concern for SME support entities. In this 
regard, the UEAPME paper99 draws attention to the fact that SME support organisations often 
manage projects dossiers for the enterprises, but in most case they are financed by regions 
and not by SFs. This would be a major problem in those regions that have limited availability 
of resources. What is suggested is, therefore, clarification that the costs incurred by SME 
support entities for the management of dossiers may be financed by SFs.  
 
Figure 22:  Factors limiting the contribution of SME support entities by the size of 

the SMEs represented 
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99 UAPME (2010), p. 13 
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Insufficient consultation during the preparation of the programming documents and in the 
management of the programmes was perceived as a factor that can reduce the contribution of 
SME support entities, especially by the organisations representing micro and small enterprises. 
These organisations complained that the administrative authorities were not always aware of 
the enterprises’ reality and specificities and the authorities were used to applying the same 
rules and conditions to large and small enterprises alike, disregarding the fact that the 
problems and needs of the various enterprises were different. In order to ensure that SMEs’ 
needs are properly taken into account, these actors need to be involved by MAs as is also 
required by the partnership principle.   
 
Difficulties encountered in reaching and mobilising SMEs might also represent an obstacle to 
the performance of the SME support entities. Defining targeted communication strategies and 
identifying the proper channels through which to disseminate information and publicity were 
the major challenges encountered by SME support entities when trying to mobilise SMEs.   
 
Respondents to the survey agreed that the current economic crisis produced some 
uncertainties about the contribution that the SME support entities would provide to SMEs in 
facilitating their access to SFs.  
 

4.4. Summary  
 
Overall, the results of the e-survey confirm and complement the findings from the case 
studies. Both suggest that access was a delicate phase where most of the issues faced by 
SMEs were likely to be factors inhibiting access to SFs that were sometimes irreducible. 
Indeed, as discussed in Chapter 2, the procedures concerning the generation of the project 
idea and the application for grants were the most problematic issues from the point of view of 
SMEs. Major difficulties faced by SMEs include obtaining clear information on application 
procedures and generating and developing valuable project ideas. The e-survey also tends to 
emphasise programming as a phase where SME support entities could provide a decisive 
contribution, again especially as far as the diffusion of information is concerned. The 
contribution of SME support entities would be comparatively less decisive during 
implementation. The emphasis placed on the role of SME support entities in facilitating 
communication and making available relevant information seems to confirm the important role 
that the latter can play in bridging the “cultural gap” that may exist between SFs procedures 
and approach and SMEs’ daily business practices.  
 
The results of the e-survey also provided useful complementary information, in particular as 
regards the different roles that SME support entities played according to the size of the SMEs 
they dealt with. It is interesting to note that SME support entities dealing with the smallest 
enterprises were especially focused on communication issues and complained about their 
insufficient involvement in programming, probably in order to take into account the specificity 
of their smallest members. This echoes complaints emerging from some case studies related to 
difficulties arising from the size criteria used in the definition of SMEs. 
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5. CONCLUSIONS AND RECOMMENDATIONS  
 
The objective of this chapter is to draw conclusions about the improvements that are needed in 
the programme/project management cycle in order to ensure that SMEs take full advantage of 
SFs. First, we briefly present the main lessons learned from the different research activities 
carried out for this study. Then, we review the initiatives taken at EU level in response to some 
of the issues identified. This paves the way for the identification of recommendations dealing 
with the remaining untackled issues.  
 

5.1. Areas for improvement: main findings  
A general common opinion confirmed several times by the different data collection activities 
carried out for this study is that the administrative and financial procedures linked to the SFs 
are complex; they create an additional administrative burden and therefore discourage SMEs, 
especially micro-enterprises, from applying for SFs. The aim of this study is to identify the 
specific bottlenecks and obstacles as accurately as possible.  
 

5.1.1. Detailed findings 
 
The combined results from the case studies and the e-survey enable us to identify a series of 
specific findings, which can be summarised in the following bullet points.  
 

 The intensity of the issues faced by SMEs and SME support entities varies 
according to the phase of the programme management cycle 

 
The programming phase seems at first sight to be the least problematic. However, the 
case studies point out some difficulties in taking all potential applicants into account and in 
devising strategies that respond to the specific needs of local SMEs.   
 
In the access and implementation phases a series of specific difficulties were encountered 
related to the complexity of the procedures involved. The application process itself 
represents a serious hurdle. Assistance is lacking during the drafting of the application 
dossiers and the time available for preparing a good project is perceived to be insufficient. 
SMEs willing to apply for SFs are often disoriented by the different application forms used 
for the different programmes as well as by the different eligibility rules that apply to 
different funds.100 Moreover, initial information on the programmes and the conditions for 
participation are often not clearly explained in the call for proposals. In some cases MAs take 
too long to approve/refuse project proposals. The main consequence is that while waiting 
for the MA’s decision SMEs might turn their attention to other projects or decide to abandon 
their plan because it has become outdated in the meantime. 
The following issues were identified:  

 doubts concerning eligibility rules; 
 inadequate guidelines; 
 difficulties in securing matching funds; 
 lack of transparency of the selection process; 
 time taken to reach a decision as to whether a project will be funded or not.  

 
100  “In 2007-2013 there are instances where different eligibility rules are applied to the CSF Funds for similar types of 

projects. This means that beneficiaries who apply for and receive financing from different sources need to 
familiarise themselves with multiple sets of rules, which takes time and effort”. See European Commission (2012), 
p. 5. 



Policy Department B: Structural and Cohesion Policies 
 

 

100 

During the implementation phase, issues are by definition less dissuasive (since projects have 
been accepted), however, different sources of evidence suggest that the burden represented 
by a combination of complex procedures and difficulties might deter SMEs from making 
subsequent applications. Financial management, certification of expenditures, audit and control 
are elements that cause problems in the day-to-day operations of SME applicants.  
The following issues were identified:  

 accounting for eligible expenditure; 
 time frame for payments; 
 setting up and running a monitoring system; 
 auditing.  

 

 High barriers for new entrants  
 
Weaknesses during programming when not all specific needs are always taken into account, 
combined with difficulties in the application phase, bring about an “adverse selection” effect. 
Beneficiaries tend to be the same throughout the programming periods as they take advantage 
of a learning process and benefit from economies of scale. Moreover, there is clear evidence 
that successful applications come from those who are best equipped (in terms of experience 
and resources). Little seems to be done to encourage the involvement of new entrants whose 
application might be more challenging.  
 

 There is a cultural clash between the SFs’ administrative approach and SMEs’ daily 
business practices, which is better dealt with through financial instruments than 
through traditional non-refundable grants. 

 
Evidence from the case studies shows that SMEs are poorly equipped to go through the vast 
quantity of documents necessary to successfully take advantage of SFs or to engage in the 
various activities foreseen in order to fulfil the long list of requirements. Taken together, these 
different obligations might prove to be intolerable, especially when they offer no apparent 
advantage from the SMEs’ perspective (e.g. establishing a monitoring system with indicators 
and targets that are not necessarily pertinent or useful from the SMEs’ point of view). This 
tension is minor in the case of financial instruments that are more “business friendly” 
(e.g. with respect to the important issue of the speed of the selection process in order to keep 
up with market developments). At the same time, it is clear that financial instruments are 
better adapted to SMEs that are fittest. There is therefore a paradox whereby grants reserved 
for the most vulnerable SMEs impose a burden that might be unbearable, while financial 
instruments propose business-oriented solutions that the more developed SMEs find easier to 
deal with.  
 

 The type of measure matters  
 
There is some evidence that, among traditional types of grant support, some measures are 
more complex than others. Grants supporting innovation seem to be more problematic in all 
the phases of the programme management cycle. They are more difficult to calibrate at the 
programming stage, and related projects entail specific difficulties during access (e.g. they are 
especially sensitive to long delays) and during implementation (e.g. to account for eligible 
expenditures).  
 

 There is a series of issues originating at the national (regional) level that add to the 
requirements imposed by SFs regulations  
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First, cultural factors appear to be relevant in explaining specific attitudes towards 
public funding, which can be decisive in accounting for SMEs’ expectations and approach to 
SFs. Also, in a shared management context, additional practices and requirements are 
modelled and imposed at national/regional level alongside those strictly related to SFs.  
 

 The role of SME support entities and of the governance structure 
 
SME support entities appear to play a potentially decisive role. They are expected to be 
very important in providing relevant and useful information, and in facilitating communications 
and hence in mitigating the “cultural clash” mentioned above. They are especially 
important during the access phase, but they can also play a valuable role during 
implementation. Their contribution can be decisive if embedded in a favourable governance 
structure allowing them have a true intermediary position between the MA and SMEs. The role 
of the IB seems to be another important factor in helping SMEs to take advantage of SFs. 
 

 Information and communication activities are perceived as essential elements for 
ensuring SMEs’ access to SFs. 

In the current programming period MAs are required to provide information on the OPs (Art. 
69 of EC Reg. 1083/2006) and to make public the list of final beneficiaries. However, as 
reported by a European Parliament study,101 while the wider public needs general information, 
potential beneficiaries need more detailed information of a practical nature (e.g. specific 
guidelines on how to fill in application forms, specific indications of where to get additional 
funds for the project or where to meet potential partners for implementing the projects, etc.).   
 

 Size matters 
 
The e-survey shows that SME support entities dealing with the very small SMEs have a 
slightly different perspective than their counterparts that deal with larger SMEs, suggesting 
that the size of the SMEs supported represents a factor impacting on the likelihood and the 
way they can take advantage of SFs. For example, SME support entities in contact with the 
smallest SMEs would like to be more involved in the preparation of programming documents, 
probably to make sure that the specific needs of their members are taken into account.  

5.1.2. Categories of issues 
 
Overall, the answers provided to a question in the e-survey about factors that would enable 
SMEs to take advantage of SFs provide a useful categorisation of some of the difficulties 
identified above.  
 

 
101 European Parliament (2012), pp. 37-38. 
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Figure 23:  Factors ensuring that SMEs take advantage of SFs 
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Source: Authors’ processing of survey data. 
 
Figure 24:  Factors ensuring that SMEs take advantage of SFs by the size of SME 
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Source: Authors’ processing of survey data. 
 
These results confirm that the first step to be taken in order to ensure that SMEs take 
advantage of SFs is to simplify the administrative procedures. This was particularly 
encouraged by SME support entities that also represented medium-sized enterprises. This 
simplification process is required especially when SMEs are directly involved, that is during the 
access and implementation stages.  
 
Survey respondents also considered the reduction of financial requirements to be one of 
the most important improvements that need to be introduced in order to facilitate SMEs’ 
access to SFs. Regardless the size of the SMEs supported, all respondents agreed that fewer 
pre-financing requirements for SME applicants could facilitate access to funds.  
 
Interestingly, the SME support entities that also represent medium-sized enterprises 
advocated a more widespread and easier use of financial instruments. This did not seem 
to be an emergency for SME support entities representing only small and micro-enterprises, 
which felt it was more important to take into account SME specificities and differences when 
drafting strategies or launching call for proposals. The SME support entities representing the 
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smallest SMEs (fewer than 50 employees) were also particularly concerned that greater 
attention be paid to SMEs’ specificities and differences. 
 
In general, a more active role of SME support entities is positively welcomed by 
respondents in order to ensure SMEs’ access to SFs. This is especially the case of SME support 
entities that represent micro and small enterprises. A more active role would imply greater 
support from these actors during the preparation of the project proposals as well as during the 
implementation of the project, especially with regard to the activities of financial management, 
certification of expenditures and reporting. 
 
Overall, it appears that the obstacles preventing SMEs from taking full advantage of SFs stem 
from a number of factors of different natures (regulatory, institutional and cultural) and that 
take place at different levels (EU as well as national and regional). Some of the issues 
identified in this study are actually already dealt with at EU level, but they mostly fall into the 
“simplification” category. The following section details the different initiatives taken by the EC 
to facilitate SMEs’ access to and use of SFs.  

5.2. Initiatives in the revised EC regulations 
 
As stressed above, the simplification of administrative procedures is one of the main factors 
that are likely to ensure SMEs’ access to SFs. The simplification of rules and regulations is a 
continuous request from Member States and regional authorities. For its part, the European 
Commission is keen to meet this expectation. Several initiatives have already been put in place 
since 2008 in order to accelerate spending and increase liquidity in the context of the economic 
crisis, some of which have had an indirect effect on project applicants.102   
 
Further simplification proposals with a direct effect on beneficiaries are currently being 
discussed for the future Cohesion Policy 2014-2020. The overriding aim of these proposals is 
to ensure the smooth delivery of the policy and an efficient use of administrative resources at 
regional, national and EU level. At EU level, the adoption of these proposals is expected to 
reduce the overall burden on beneficiaries by 25% compared to the 2007-2013 programming 
period.103 Importantly, these legislative changes at EU level are expected to be complemented 
by efforts at national and regional levels to curtail complexity for the beneficiaries.  
 
One of the key proposals at stake involves the increased application of the proportionality 
principle in order to limit the intensity of project audits, which represent a significant 
administrative burden on beneficiaries.104 The change for 2014-2020 brings a reduction of 
audits for projects whose eligible expenditure does not exceed Euro 100,000: they have to be 
subjected to no more than one audit by the Audit Authority and the Commission combined for 
its duration. This will allow beneficiaries of smaller projects to focus on project activities rather 
than on administrative requirements. Moreover, all the arrangements for reporting, evaluation, 
management and control of CSF Funds should be proportionate in financial and administrative 
terms to the level of support allocated.  

 
102  The initiatives undertaken by the EC in order to face the economic crisis include: the adoption of flat rates 

(calculated by applying standard scales of unit costs) and of lump sums both for ERDF and ESF; the increase in 
front-loading of Community co-financing; the possibility to reuse the amounts for irregularities that MSs had 
detected and corrected on operations that were in partial closure; the N+2 decommitment rules were changed 
initially for the EU12 plus Greece and Portugal towards an N+3 rule. For more details see European Parliament 
(2012), pp. 38–39.  

103  European Union (2012), p. 19. 
104  In the current programming period, a project of any size can undergo audits by an Audit Authority (the 

Commission auditors or the Court of auditors). Repeated audits can take place up to 14 years after expenditure 
occurs at beneficiary level. In principle, the programmes could be closed in 2017, but if closure takes longer, 
audits by the Commission can be performed over the course 15 or more years. See European Commission (2010), 
Annexes, p. 91. 
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A further relevant proposal deals with the agreement of common rules, in terms of strategic 
planning, eligibility and durability, for Cohesion Policy, the Rural Development Policy and the 
Maritime and Fisheries Policies. This proposal is expected to avoid mistakes by beneficiaries 
who apply for and receive financing from different sources. They will no longer be required to 
familiarise themselves with multiple sets of rules. 
 
The beneficiaries’ administrative burden will be also reduced by extending the simplified cost 
reimbursement options (already introduced in 2007-2013 for ERDF and ESF) to the five CSF 
Funds, thus making it possible to reduce the burden associated with financial management, 
control and audit (both for beneficiaries and the national and regional authorities). Moreover, 
the following measures are proposed in order to lessen the administrative burden:105 

 some of the flat rates, unit costs and lump sums will be established at EU level; 

 the maximum grant for lump sums will be increased to Euro 100,000; 

 the use of flat rates will be allowed for a variety of costs;  

 simplified cost options from existing EU and national funding instruments for similar 
types of projects can be used; 

 The introduction of rolling closure will shorten the period for document retention from 
the current maximum of over 10 years to around five years. 

 
The proposal of e-Cohesion offers great potential for the reduction of the administrative burden 
since it allows beneficiaries to submit data only once and to keep all documents in electronic 
form. If applied, these changes would reduce mistakes in data insertion and reduce the 
administrative burden for beneficiaries in terms of obtaining and resubmitting existing 
documents. Moreover, it will limit the risk of document loss and is expected, in the long run, to 
reduce archive costs.  
  
Informing beneficiaries about funding opportunities is another crucial pillar of the future 
Cohesion Policy. Some proposals have been drafted in order to ensure that the widest possible 
audience of potential beneficiaries is informed. Articles 105-107 and Annex VI of the amended 
proposal regulation106 are largely a continuation of existing practices. In some areas, such as 
transparency and accessibility of information, the Commission seeks to make improvements, 
by including clearer requirements for the publication of information on projects and 
beneficiaries in the “list of operations”, and by requiring any given Member State to set up a 
single Cohesion Policy website or portal. Moreover, each MA shall designate one person to be 
responsible for information and communication at the operational level and inform the 
Commission (Art. 107.3), while an information and communication officer shall be designated 
by each Member State in relation to one or several Funds with the main task of coordinating 
information and communication actions at the national level (Art. 107.1).  
 
Annex I of the amended proposal regulation also states that the MSs and MAs responsible for 
the implementation of the CSF Funds shall make use of joint e-Governance solutions aimed at 
applicants and beneficiaries and "one stop shops" for advice on the support opportunities 
available through each of the CSF Funds. 
 
Annex VI of the amended proposal Regulation (point 3) requires that MAs involve partners 
referred to in Art. 5 of the amended proposal Regulation (concerning partnership and multi-
level governance) in order to implement information and publicity measures. These include 
competent regional, local and other public authorities; economic and social partners and other 
bodies representing civil society. In accordance with the multi-level governance approach, 

 
105 European Commission (2012), p. 10. 
106 European Commission (2012b).  
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these partners shall also be involved by MSs in the preparation of a Partnership Contract and 
progress reports, as well as in the preparation, implementation, monitoring and evaluation of 
programmes. They shall also participate in the Monitoring Committee for programmes.   
 
A further interesting aspect for beneficiaries is the possibility of receiving a first tranche of 
payment as soon as the project is approved by the MAs. To this end, the European 
Commission has envisaged pre-financing payments at the start of programmes in order to 
ensure that the MS has the means to provide support to beneficiaries in the implementation of 
the programme from programme adoption. According to Art. 72.2 the pre-financing amount107 
provided by the Commission shall be used only for making payments to beneficiaries and it 
shall be made available without delay to the body responsible for this purpose. 
 
Further measures aimed at facilitating the access of beneficiaries to the SFs were discussed 
and adopted by the Committee on Regional Development of the European Parliament during its 
meeting on 11 July 2012.108 Proposals include the requirement for the European Commission 
to draft a guide on how to effectively access and use the Funds covered by the Common 
Provision Regulation, and how to exploit complementarities with other instruments of relevant 
Union policies (Amendment 33 introducing a new article). It is stated that the guide shall be 
drawn up by 30 June 2014 and shall provide for each thematic objective an overview of the 
available relevant instruments at Union level with detailed sources of information, examples of 
good practices to combine available funding instruments within and across policy areas, a 
description of relevant authorities and bodies involved in the management of each instrument, 
and a checklist for potential beneficiaries to help them to identify the best funding resources. 
Moreover, the guide shall be made public on the website of the relevant Directorate Generals 
of the Commission. Its dissemination to potential beneficiaries shall be also ensured.  
 
An additional proposal of the Committee of Regional Development of the European Parliament 
concerns Art. 43 of the amended proposal for regulation (dealing with the functions of the 
Monitoring Committee). It suggests that the MC may issue recommendations to MAs on ways 
to reduce the administrative burden on beneficiaries.109  
 
The results of a study110 undertaken by the Commission on the impact of the regulatory 
changes proposed for the period 2014-2020 on the administrative burden of beneficiaries of 
the ERDF and the Cohesion Fund indicates that the total aggregate administrative burden in 
the EU-27 in 2007-2013 corresponds to approximately 2% of the total ERDF and CF 
contribution. With regard to this baseline, the potential regulatory changes assessed with this 
study are expected to allow for a reduction in the administrative burden of approximately 
20%. Interestingly, the majority of the expected reduction (11%) relates to the introduction 
the "e-Cohesion" system between the administration and the beneficiaries without a parallel 
paper trail. The remaining 9% reduction is linked to various elements pertaining to the 
simplification of eligibility rules, regular closure of OPs and shorter retention periods for 
supporting documents and audits.  
 

 
107  Article 124.1 of the draft proposed regulations establishes that the initial pre-financing amount shall be paid as 

follows: (a) in 2014: 2% of the amount of support from the Funds for the entire programming period of the OP; 
(b) in 2015: 1% of the amount of support from the Funds for the entire programming period of the OP; (c) in 
2016: 1% of the amount of support from the Funds for the entire programming period of the OP. 

108  European Parliament (2012c). 
109  It is worth noting that these two proposals of the Committee are not included in the amended proposal for a 

Regulation adopted on 11.9.2012 by the European Commission; see European Commission (2012g). 
110  European Commission (2012b). It is worth noting that the study does not cover the ESF, but only the ERDF and 

CF. Accordingly, the results should not be extrapolated for this instrument.  
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It is worth noting that this study does not incorporate all the regulatory modifications proposed 
by the Commission in October 2011 for the period 2014-2020.111 In particular, the 
Commission proposed an explicit obligation for MSs to assess the administrative burden on 
beneficiaries stemming from national procedures and practices. In order to reduce this burden,
actions and reduction targets should be included in the Partnership Contract and programm
for the period 2014-2020 (see Art.14.e and Art.24 of the amended proposal Regulation). 
Therefore, the reduction of 20% associated with regulatory changes at EU level assessed in th
study is likely to be complemented by national and regional measures that may bring about a 
further redu
 
Finally, the last area where the EC intends to intervene and that might enhance SMEs’ access 
to SFs involves financial instruments. The Commission proposals for 2014-2020 provide a 
clearer regulatory framework in order to ensure that financial instruments be used more 
extensively than in the past. First of all, MSs and MAs may employ financial instruments in 
relation to all the objectives covered by OPs and all CP funds. According to Art. 32 of the 
Commission Regulation, financial instruments will be designed on the basis of an ex-ante 
assessment, which should identify the market failures or sub-optimal investment situations 
and investment needs that the instrument will address. Moreover, the financial instrument may 
be combined with grants, interest rate subsidies and guarantee fee subsidies. Furthermore, 
final recipients of financial instruments may also receive grants or other assistance from a 
programme or from another instrument supported by the EU budget. Two implementation 
options are proposed for MSs and MAs: 

 financial instruments set up at EU level, managed directly or indirectly by the 
Commission; 

 financial instruments set up at national, regional, transnational or cross-border level, 
managed by or under the responsibility of the MA. 

 
When implementing financial instruments through the second option, MAs may (see Art. 33.5): 

 invest in the capital of existing or newly created legal entities;  

 entrust implementation tasks to the EIB, to the international financial institutions in 
which the MS is a shareholder, or financial institutions acting in the public 
interest/under the control of a public authority or, finally, to a body governed by public 
or private law selected in accordance with EU and national rules; 

 undertake implementation tasks directly, in the case of financial instruments consisting 
solely of loans or guarantees. 

 
The table below summarises the main proposals at stake and their state of play.  
 

 
111  The study was launched at the end of 2010 and the data collection was completed before the Commission 

proposal for the legislative framework for Cohesion Policy in 2014-2020 was published on 6 October 2011. This 
means that the scenarios tested do not take into account all the modifications put forward by the Commission. 
See pp. 6-7 of European Commission (2012b) for more details. 
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Table 15: Moving towards a reduction in the administrative burden for 
beneficiaries 

MEASURE STATE OF PLAY 

 
ENTRY IN FORCE (E) 

APPLICATION (A) 
 

Reducing administrative burdens 
for projects (co)financed by EU 
SFs regarded as revenue-
generating 

Council Regulation (EC) 1341/2008 of 
18 December 2008 

E: 25.12.2008  
A: 1.08.2006 
 

Simplifying the management and 
control of operations co-financed 
by the ESF and the ERDF 

Regulation (EC) 396/2009 of 6 May 
2009 and Regulation (EC) 397/2009 of 
6 May 2009 
 

396/2009 E: 22.05.2009 A: 
1.08.2006 
397/2009 E: 11.06.2009 A: 
1.08.2006 

Simplifying and clarifying general 
provisions of the ERDF, ESF and 
the Cohesion Fund 

Adopted Commission Regulation (EC) 
846/2009 of 1 September 2009 
 

E: 14.10.2009  
A (exception): 16.01.2007 
 

Providing guidance and training 
on control and audits of SFs 

Adopted Guidance Notes (on annual 
control reports and opinions;112 on 
reliance on the work of other 
auditors;113 on management 
verifications of certification;114 on 
partial closure;115 on revenue 
generating projects;116 and on fraud 
indicators117) 

 

Facilitating, simplifying and 
clarifying certain general 
provisions of the ERDF, ESF and 
the CF 
 

Adopted Regulation (EU) 539/2010 of 
16 June 2010 
 

E: 25.06.2010  
A (exceptions): 1.08.2006 
1.01.2007 10.06.2009 
 

Common Rules in terms of 
Eligibility of expenditure and 
durability for CP, the Rural 
Development Policy and the 
Maritime and Fisheries Policy 

Articles 55-61 of the amended 
proposal for a Regulation of the 
European Parliament and of the 
Council 

 

Simpler flat rates Articles 57-58 of the amended 
proposal for a Regulation of the 
European Parliament and of the 
Council 

 

Shorter Rolling closure Articles 131-132 of the amended 
proposal for a Regulation of the 
European Parliament and of the 
Council 

 

Common rules for payments Articles 119-127 of the amended 
proposal for a Regulation of the 
European Parliament and of the 
Council 

 

Increasing communication 
activities addressed to 
beneficiaries 

Articles 105-107, Annexes I and VI of 
the amended proposal for a Regulation 
of the European Parliament and of the 
Council 

 

                                          
112 European Commission (2009e). 
113 European Commission (2009f). 
114 See European Commission (2008d) 
115 See European Commission (2010n). 
116 See European Commission (2010m).  
117 See European Commission (2009g). 
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Setting actions at national and 
regional level to ensure reduction 
of administrative burden for 
beneficiaries 

Article 24 of the amended proposal for 
a Regulation of the European 
Parliament and of the Council 

 

Ensuring pre-financing payments Article 72 of the amended proposal for 
a Regulation of the European 
Parliament and of the Council 

 

Source: Authors.118 

5.3. Recommendations 
As can be inferred from the previous section, a host of initiatives are envisaged to facilitate the 
access and the use of SFs that are expected to benefit SMEs. Most of these initiatives respond 
to needs and issues identified in this study. The objective of this section is to reiterate those 
issues that seem to be insufficiently or inadequately dealt with, and propose further action if 
necessary. The recommendations proposed vary from general to highly specific ones.  
 

 Ensure that the conditions for a true partnership are fulfilled  
 
Since the role of SME support entities seems to be decisive in facilitating access to, and use 
of, SFs by SMEs, it is essential that the former be acknowledged as fully-fledged partners. 
Since various factors at national and regional levels play an important role in influencing SMEs’ 
access to SFs (and also SMEs’ attitude towards public funding), activating partnerships at 
these levels seems to be useful in order to take these factors into account.  
 
SME support entities must be actively involved (beyond formal consultation) during the 
different phases of the whole programme management cycle. This will help to bridge the 
cultural gap between SMEs’ practices and the SFs’ approach, and also to tackle more specific 
issues: 

 Taking into account the specific needs of different categories of SMEs, especially 
the smallest ones; 

 Taking into account specific factors at national/regional levels (e.g. cultural 
factors or particular regulatory requirements); 

 Providing adequate support tailored to SMEs’ needs in the access and 
implementation phases (e.g. setting up and running a monitoring system).  

 

 Reduce the number of requirements imposed on SMEs (not only their complexity) 
 
The EC must do its best to reduce the “cultural clash” mentioned above and this requires a 
change of mindset. It is not only their complexity, but also the sheer number of 
requirements, i.e. the administrative/formalistic approach proper to SFs management, that is 
at stake. An overly administrative approach must be replaced by a more business-friendly one. 
The result-driven approach advocated as a basis for the post-2013 Cohesion Policy reform, 
and the commitment to introduce more proportionality are part of the solution. Another way 
to go about it is to let partnerships decide on some issues instead of legislating about them 
at EU level.119 For example, the requirement to provide information on projects adds an 
additional obligation that SMEs might not necessarily see as of direct interest to them. On the 
face of it, the matter could probably be better dealt with as part of the partnership process 
invoked above.  
                                          
118  On the basis of European Commission (2012i) and European Commission (2012g). 
119  Voucher arrangements developed in order to shift the administrative burden away from SMEs towards their 

various service providers could be another option. However, this option seems to merely move the difficulties 
along rather than to find definite solutions. In fact, the present study offers insufficient insight into this possibility 
and therefore refrains from further development of this subject.  
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 Support local capabilities and ensure that local pre-conditions are met in terms of 
governance structure  

 
Important prerequisites to ensure that SFs benefit SMEs are MAs that are responsive and well-
equipped plus an adequate institutional framework. The institutional set up and governance 
structure in particular are prerequisites that also hold true in the case of financial instruments.  
 

 Pursue the effort towards digitalisation  
 
Evidence beyond the results of this study shows the great potential that e-Cohesion might 
bring. What this study suggests is that care should be taken so that it does not represent a 
source of complexity for SMEs with low digital literacy. This means that support dedicated to 
the more vulnerable SMEs should accompany the digitalisation process.  
 

 Further promote financial instruments  
 
Financial instruments seem to palliate two weaknesses of traditional non-refundable grants: 
they are more akin to business practices and overall less complex from the perspective of 
the final SME recipients. Yet they are reserved to the fittest SMEs, generally operating in 
dynamic sectors. Their use should be further promoted across the spectrum of SME types, 
provided that the local institutional context is prepared to receive such instruments. Making 
working capital eligible in order to deal with the effects of the economic crisis was an important 
factor attracting SMEs, which will be lifted. It should be replaced by other preferential 
arrangements to attract SMEs.  
 

 Open up SFs to new entrants  
 
Results from this study show that SFs tend to be accessed by SMEs that already have 
experience with SFs. Hence, there is a risk that potential applicants most in need of support 
will be left out. If functioning properly, the partnership process invoked above could be part of 
the solution. If necessary, a system of quotas could be recommended and negotiated at a local 
level.  
 

 Favour communication and information dissemination  
 
More and better communication is an essential factor to improve SMEs’ uptake of SFs. It is 
expected to solve a number of problems related to the interpretation of regulatory 
requirements that arise particularly during the access and implementation phases.  
 
 
Communication efforts should concentrate on issues such as:  

 Eligibility rules 
 Financial management 
 Auditing.  

 
Guidelines prepared in cooperation with the various stakeholders concerned should be widely 
disseminated.120 Also, training events should be organised with the aim of providing SME 
applicants and other stakeholders with relevant information concerning monitoring, payment 

 
120  For an example of good practice applied to projects under the European Territorial Cooperation Objective, see 

Annex VI. 
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 Facilitate complementary funding  

ccess to complementary funding remains a key obstacle for SMEs wanting to take 

 Reduce decision-making time  

ne recurrent difficulty identified through the case studies was the delay in the selection 

                                         

Poland121 with regard to the potential beneficiaries of the ROP, but it could be specifically 
targeted at SMEs’ needs.  
 

 
A
advantage of SFs. Regulatory obstacles to combining traditional grants and financial 
instruments must be lifted and local solutions identified that will guarantee SMEs’ applications.   
 

 
O
process for grants. A UEAPME position paper122 points out that an obligatory deadline in 
approving/rejecting project proposals should be envisaged. Capable local institutions are a 
prerequisite.  
 

 
121  European Parliament (2012), pp. 73-74. 
122  UEAPME (2010), p. 5. 
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ANNEX I. SME RELEVANT INFORMATION AND DATA  

Definition and categorisation of SMEs 
The European Commission deems it essential that measures in favour of SMEs be based on a 
common definition to improve their consistency and effectiveness, and to limit competitive 
distortions. Indeed, a precise definition of SMEs is necessary in order to establish which 
companies may benefit from the EU programmes and policies aimed at SMEs. In this light, a 
recommendation establishing a first common SME definition was adopted by the Commission in 
1996.123 Later, on 6 May 2003, the Commission adopted a new recommendation124 in order to 
take into account the economic developments since 1996. The definition of micro, small and 
medium-sized enterprises is binding only for certain matters, such as State Aid, 
implementation of the SFs or Community programmes, particularly the Framework Programme 
on Research and Technological Development. However, the European Commission has urged 
the Member States, the EIB and the EIF to use it as a reference. The result is that some 
European countries such as Italy, France and Spain have transposed the European definition in 
their legislation, while in other countries, such as the UK and Germany, the traditional 
definition of SMEs persists alongside the European one. 
 
According to Art. 2 of Commission recommendation 2003/361, micro, small and medium-sized 
enterprises are those businesses having fewer than 250 employees and an annual turnover of 
Euro 50 million or less, or a total balance sheet of not more than Euro 43 million. This 
definition is used without any distinction being drawn between different sectors and branches. 
Within this category, three classes of SME can be distinguished. Namely, micro-enterprises 
that employ up to nine people and whose annual turnover or annual balance sheet total does 
not exceed Euro 2 million; small enterprises employing between 10 and 49 people and whose 
annual turnover or annual balance sheet total does not exceed Euro 10 million; and medium-
sized enterprises employing between 50 and 249 people with an annual turnover of between 
Euro 11 million and Euro 50 million or an annual balance sheet of no more than Euro 43 
million.125 Thus large enterprises are defined as having at least 250 employees.  
 
Table A.1. Classification of SMEs by size and turnover 

COMPANY 
CATEGORY 

EMPLOYEES* TURNOVER OR 
BALANCE SHEET 

TOTAL 

Medium-sized < 250 ≤ € 50 m ≤ € 43 m 

Small < 50 ≤ € 10 m ≤ € 10 m 

Micro < 10 ≤ € 2 m ≤ € 2 m 

Source: European Commission (2005). 
Note: (*) The staff headcount is measured in annual work units (AWU), i.e. the number of persons who worked full-
time within the enterprise in question or on its behalf during the entire reference year under consideration. The work 

of persons who were not employed the full year or worked part-time is counted as fractions of AWU. Apprentices or 
students engaged in vocational training under an apprenticeship or other vocational scheme, and maternity or parental 

leave are not counted. 
 
Also, Commission recommendation 2003/361 states that in order to gain a better 
understanding of the real economic position of SMEs and to remove from that category groups 
of enterprises whose economic power exceeds that of genuine SMEs, a distinction should be 
made between the various types of enterprise, depending on whether they are autonomous, 
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enterprises (Text with EEA relevance), Official Journal L 107, pp. 4-9, 30 April 1996. 
124  European Commission (2003). 
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whether they have holdings that do not entail a controlling position (partner enterprises), or 
whether they are linked to other enterprises.126 Thus, the European definition of an SME 
distinguishes between three types of enterprise (autonomous enterprises, partner enterprises 
and linked enterprises) on the basis of the type of relations they have with other enterprises in 
terms of percentage interest in capital, voting rights or the right to exercise a dominant 
influence. (See Box A.1). 
 
Box A.1.: Autonomous, partner and linked enterprises  

An enterprise is autonomous if it: 
 does not have a holding of 25% or more in another enterprise; 
 is not owned 25% or more by an enterprise or public body or jointly by several linked 

enterprises or public bodies, with a few exceptions; 
 does not draw up consolidated accounts and is not included in the accounts of an enterprise 

that draws up consolidated accounts and is thus not a linked enterprise. 
An enterprise may continue to be considered autonomous, even if this 25% ceiling is reached 
or exceeded, if there are certain categories of investor who play a positive role in business 
financing and creation, such as "Business Angels". 
Partner enterprises are those that establish major financial partnerships with other enterprises, 
without one exercising effective direct or indirect control over the other. An enterprise is a 
partner of another enterprise if: 
 it has a holding of between 25% and 50% in the other enterprise; 
 the other enterprise has a holding of between 25% and 50% in the applicant enterprise; 
 the applicant enterprise does not draw up consolidated accounts that include the other 

enterprise, and is not included by consolidation in the accounts of the other enterprise or of 
an enterprise linked to it. 

Finally, linked enterprises are those that form a group through the direct or indirect control of 
the majority of the capital or voting rights (including through agreements or, in certain cases, 
through individual shareholders), or through the ability to exercise a dominant influence on an 
enterprise. To avoid difficulties of interpretation for enterprises, the European Commission has 
defined this type of enterprise by adopting - wherever they are suitable for the purposes of the 
definition - the conditions set out in Art. 1 of Council Directive 83/349/EEC on consolidated 
accounts, which have been in use for several years. An enterprise will thus generally know 
immediately that it is linked, since it is already required under that Directive to draw up 
consolidated accounts or is included by consolidation in the accounts of an enterprise that is 
required to draw up such consolidated accounts. 

Source: http://europa.eu/legislation_summaries/enterprise/business_environment/n26026_en.htm 

                                                                                                                                          
125  European Commission (2005). 
126 European Commission (2003). 
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ANNEX II. SELECTION PROCESS OF CASE STUDIES 
 
For the purpose of identifying the problems encountered by SMEs and SME support entities 
during the different phases of the EU programme and project management cycle, case studies 
were carried out that focused on specific SME-related measures included in selected national or 
regional OPs implemented over the period 2007-2013.  
 
The selection process designed to identify six case studies was structured along four main 
steps:  
 

1. The selection of Member States; 
2. The selection of OPs; 
3. The selection of SME-related measures;  
4. The selection of beneficiaries. 

 

a) Member States 
 
The selection of Member States for case studies was made with a view to ensuring good 
representativeness of different types of European countries, on the basis of the following 
criteria: 
 

 Relevance of SFs support for SMEs (see Figure A.1), considering the share of ERDF and 
ESF financing allocated over the 2007-2013 programming period: priority is given to 
countries where a sizeable share of SFs has been allocated to SMEs, but countries with 
a relatively lower share of financing for SMEs were also selected; 

 The number of SMEs, both in absolute and relative terms, out of the total number of 
enterprises in the country: countries with a relatively large number or share of SMEs 
and others with a lower than average number or share of SMEs were included in the 
sample (see Figure A.2); 

 Importance of SMEs in the national economies, in terms of the contribution made by 
SMEs to national employment and value added generation (see Figure A.3); 

 Geographical balance, ensuring coverage of Northern, Southern, Central and Eastern EU 
Member States; 

 Balance between old and new Member States. 

 



Policy Department B: Structural and Cohesion Policies 
 

 

120 

Figure A.1. Share and volume of SFs (ERDF and ESF) allocated to SME support in the 
2007-2013 programming period  

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

11,000

0

10

20

30

40

50

60

SK MT LU IE LV EE BG CZ GR RO LT PL HU CY IT PT ES SI FR DE BE NL UK SE FI AT DK

EU
R
 M

ill
io

n

%

Share of business support of the total EU funding Business support (EUR Million)

 

Source: Authors’ processing of European Commission data (2010). 
 
Figure A.2. Number of SMEs and share of SMEs out of the total number of 

enterprises by Member State (2012)  
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Source: Authors’ processing of data from the Database for the Annual report 2010 on European SMEs. Available at: 
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm 
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Figure A.3. Contribution of SMEs to national employment and value added 
generation (2012) 
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Source: Authors’ processing of data from the Database for the Annual report 2010 on European SMEs. Available at: 
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm 

Note: In blue Old Member States, in red New Member States. 
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Table A.2. Characteristics of Member States selected for case studies 

COUNTRY FINLAND GERMANY ITALY LITHUANIA ROMANIA UK 

Share of SFs 
support to SMEs 

High High Medium Low Low High 

Number of SMEs High High High Low Low High 
Share of SMEs 
out of the total 
number of 
enterprises 

High Low High High High Low 

SMEs’ 
contribution to 
employment and 
value added 

Small Small Large Large Small Small 

Geographical 
balance 

North Centre South North East North 

New/Old Member 
State 

Old Old Old New New Old 

Source: Authors. 
 

b) Programmes 
In a second step, programmes were selected that reflected the diversity of possible 
interventions. In order to select potentially interesting OPs, both the importance and variety of 
SME-related measures were addressed.  
 
In the absence of publicly available EU-wide harmonised data on the expenditure dedicated to 
SME-related measures at the Programme level, a qualitative and discretionary approach was 
adopted. The approach consisted in reviewing all the OPs of the selected countries through 
desk research and identifying the most pertinent based on the following criteria: 

 importance of SMEs as a strategic priority; 

 relevance of expenditure dedicated to SME-related measures (planned/committed); 

 mix of SME-related measures (different types – see below), including the presence of 
innovative measures such as JEREMIE. 

 
In addition, the final selection was made in order to account for a variety of programmes 
(regional and national OPs) and of objectives (Convergence and Regional Competitiveness and 
Employment). 
 
On the basis of insight received from country experts concerning the above criteria, and taking 
into account the potential availability of expertise, the following list of Programmes was 
identified and analysed through case studies: 

 Western Finland (Finland) 

 Saxony (Germany) 

 Tuscany POR FERS and POR FSE (Italy) 

 Economic Growth OP (Lithuania) 

 Increase Economic Competitiveness (Romania) 

 North East England (United Kingdom) 
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c) Measures 
Measures were selected from each OP so as to obtain a sample that was representative of the 
different types of SME support provided through SFs (see Chapter 1).  
 
The categorisation adopted by the EC was used, which identifies three categories of SME-
related measures:127  

1. Direct support for SMEs;128  
2. Other support for both large and small businesses;129  
3. Restructuring firms and adaptability of workers.130  

 
Furthermore, the selected measures also had to account for the distinction between direct 
measures (grants and financial instruments) and indirect support.   
 
By taking into account these different criteria, the following selection was obtained, covering 
all the possible types of measure (see Table A.3).  

 
127  They correspond to specific codes of expenditure included in Annex IIA of Commission Regulation implementing the 

SFs 1828/2006 European Commission (2010), Cohesion Policy 2007-2013: Business Support, DG Employment, 
Social Affairs and Equal Opportunities and DG Regional Policy. See 
http://ec.europa.eu/regional_policy/activity/statistics/2007_business.pdf 

128  Codes 03 - Technology transfer and improvement of cooperation networks between small and medium-sized 
businesses (SMEs), between these and other businesses and universities, post-secondary education establishments 
of all kinds, regional authorities, research centres and scientific and technological poles; 04 - Assistance to R&TD, 
particularly in SMEs; 06 - Assistance to SMEs for the promotion of environmentally-friendly products and 
production processes; 09 - Other measures to stimulate research and innovation and entrepreneurship in SMEs; 14 
- Services and applications for SMEs; 15 - Other measures for improving access to and the efficient use of ICT by 
SMEs; 68 - Support for self-employment and business start-ups. 

129  Codes 05 - Advanced support services for firms and groups of firms; 07 - Investment in firms directly linked to 
research and innovation; 08 - Other investment in firms. 

130  Codes 62 - Development of life-long learning systems and strategies in firms; training and services for employees 
to step up their adaptability to change; promoting entrepreneurship and innovation; 63 - Design and dissemination 
of innovative and more productive ways of organising work; 64 - Development of special services for employment, 
training and support in connection with restructuring of sectors and firms, and development of systems for 
anticipating economic changes and future requirements in terms of jobs and skills. 

http://ec.europa.eu/regional_policy/activity/statistics/2007_business.pdf
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Table A.3. Measures covered in the case studies 

DIRECT INDIRECT  
GRANT FINANCIAL 

INSTRUMENTS 
 

Targeted UK Priority 2 
Enhancing the 
competitiveness and 
growth of existing 
SMEs 

LT Holding fund 
IT Support for spin-off 
creation, growth and 
enterprise 
development by 
means of financial 
engineering (Priority 
01: Research, 
development and 
technology transfer, 
innovation and 
entrepreneurship) 
RO 1.2. “Access of 
SMEs to financing” 
Measure 

RO Consultancy 
support for SMEs 

Non-targeted  DE Financial support 
of private R&D by 
single firms (Priority 
01: Innovation, 
Science, Research 
and Education) 
FIN Investment aid 
DE Financial support 
of investments by 
single firms (Priority 
03: Enhancing the 
competitiveness of 
enterprises) 
 

UK Support for 
innovation and 
technology-led sectors 
(Priority 01: Enhancing 
and exploiting 
innovation). 

FIN Business 
environment 
development aid 

Adaptability    IT Incentives to 
business to support 
employment 
LT Improve 
adaptability of 
workers and 
enterprises to the 
need of the market 

Source: Authors. 
 

d) Beneficiaries  
The beneficiaries of the selected measures were identified with the support of the MA.  
 
The table below gives a summary of information about the programmes and measures selected 
for the case studies. 
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Table A.4. OPs and measures selected for the case studies 

DIMENSION 
OF 

ANALYSIS 
FINLAND GERMANY ITALY LITHUANIA ROMANIA UK 

Selected OP Western Finland ERDF 
OP 

ERDF Programme for 
Saxony 

ESF Regional OP 
ERDF Regional OP 

ESF Human Resources 
Development OP 
ERDF Economic 
growth OP 

Sector OP on 
Economic 
Competitiveness 
Increase 

North East England 
ERDF Competitiveness 
Programme 

Level Regional (NUTS 2) Regional (NUTS 1) Regional (NUTS 2) National National Regional (NUTS 1) 
CP objective Regional 

Competitiveness and 
Employment 

Regional 
Competitiveness and 
Employment 

Regional 
Competitiveness and 
Employment 

Convergence Convergence Regional 
Competitiveness and 
Employment 

Selected 
measures 

Investme
nt aid  

 

Business 
environm
ent 
developm
ent  

Promotion 
of 
technologica
l transfer, 
applied 
research, 
risk capital, 
e-business 
and e-
government 

Support 
for 
investm
ent in 
SMEs  

Incentives 
to 
business 
to support 
employme
nt  

ERDF 
venture 
capital 
fund 
‘Toscana 
Innovazio
ne’  

Improving 
SMEs’ 
access to 
financing  
sources  

Improve 
adaptabilit
y of 
workers 
and 
enterprise
s to the 
needs of 
the 
market  

Access to 
finance 
for SMEs   

Consultan
cy support 
for SMEs 

Support 
for 
innovation 
and 
technolog
y-led 
sectors   

Business 
growth 
and 
enterprise 

Fund ERDF ERDF ERDF ERDF ESF ERDF ERDF - 
EIB 

ESF ERDF - 
EIB 

ERDF ERDF - 
EIB 

ERDF 

Type of  
financial 
support 

Grant Grant Grant Grant Grant Financial 
engineerin
g 
instrumen
ts 

Financial 
engineerin
g 
instrumen
ts 

Grant Financial 
engineerin
g 
instrumen
ts  

Grant Financial 
engineerin
g 
instrumen
ts 

Grant 

Category of 
SME-relevant 
measure 

General 
business 
support 

General 
business 
support 

General 
business 
support 

Direct 
SME 
support 

Support 
for the 
improvem
ent of the 
adaptabilit
y of 
workers 

Direct 
SME 
support 

Direct 
SME 
support 

Support 
for the 
improvem
ent of the 
adaptabilit
y of 
workers 

Direct 
SME 
support 

Direct 
SME 
support 

Direct 
SME 
support 

Direct 
SME 
support 

Source: Authors. 
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ANNEX III. SURVEY 

Objective  
 
Starting from the assumption that SME support entities can play an important role in 
facilitating SMEs’ access to SFs at different stages of the project/programme managing cycle 
and that their shortcomings might be a decisive obstacle, an e-survey was carried out to 
investigate if and when this occurs.  
 

Sampling method and target group  
 
The survey was designed to collect opinions from SME support entities acting across EU-27 
countries. In order to have a representative sample of respondents, the following elements 
were taken into account in the identification of the target group: 

 

 Efforts were made to select support entities with a potential role in the different phases 
of the project/programme managing cycle, so as to cover all the phases; 

 Different categories of SME support entities were selected, namely business 
representative associations, financial institutions and business support organisations; 

 SME support entities were addressed as both intermediaries and beneficiaries; 

 SME support entities were addressed at different levels: EU, national and regional;  

 Not only were support entities that play an actual role considered, but also those who 
could have a potential role.  

 
A “convenience sample” was obtained by putting together a list of addressees available from 
the Internet and a list of contacts provided by organisations representing SMEs at European 
level, such as UEAPME and Business Europe.131 The website of each organisation provided 
details of contacts at national level, and in turn, at regional level. A target group of 308 SME 
support entities was finally identified.  
 

Questionnaire 
 
The questionnaire (provided in Annex V) was short (no more than seven questions) and was 
available in various EU languages (English, French, German, Italian and Spanish). It was 
prepared on the basis of the findings of the literature review that identified the issues said to 
be the most significant in encouraging or hindering SMEs’ access to SFs, and which gaps 
deserve further analysis.  
 
The aim of the questionnaire was to investigate the role played by the SME support entities in 
the project/programme managing cycle as well as the contribution they could provide in order 
to improve the access of SMEs to SFs. It was structured in such a way as to cover the whole 
programme/project management cycle with the aim of identifying the phases and the most 
                                          
131  The main reason underlying the choice of resorting to a convenience sample is that the universe of targets is not a 

priori known or well defined. There are indeed grey areas in the categorisation of SME support entities adopted 
above that require interpretation and discretionary decisions about the pertinence of including some of these 
entities in the sample (and in which category). In the case of “hard-to-identify” targets, implementing a 
probability sample is not practical because of potential difficulties in defining, a priori and in an objective way, the 
number and nature of the members. 
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salient related issues for which the contribution of SME support entities is likely to be most 
decisive.  
 
A pilot version was tested telephonically with one stakeholder identified at EU level. 
 

Submission of the questionnaire 
 
Invitations to complete the survey were sent out on 17 October (for some contacts 24 
October) via e-mail through an electronic system, where the questionnaire was launched. The 
e-mail included a link to the page where respondents were guided in the completion of the 
questionnaire. Importantly, a check question was asked at the beginning of the questionnaire 
to make sure that respondents were qualified to fill in the questionnaire; in particular, that 
their organisation had experience with SFs. Respondents with no experience in this field were 
stopped from further completing the questionnaire, and asked to provide, if available, other 
contacts to approach, or to forward the link to the most appropriate persons.  
 
A reminder was sent to the target group one week after the first e-mail. The deadline for 
respondents was 19 November.  

Respondents  
 
The total number of respondents to the survey was 89, of which the majority were SME 
support entities acting at regional/local level or at national level (see Figure 8 in Chapter 4).  
 
The majority of SME support entities that responded to the survey were active in Germany, 
Italy, Spain, France and Belgium (more than five respondents). A low response rate was 
recorded in Bulgaria, Cyprus, Denmark, Greece, Latvia, Portugal and Slovenia (just one 
respondent each). 
 
Figure A.4. Number of respondents per country  
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Source: Authors’ processing of survey data. 
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Respondents to the survey were largely SME support entities representing or dealing with 
more than one category of SME. It is worth noting that among these respondents the great 
majority (71%) represent the self-employed, micro, small and medium-sized SMEs (up to 250 
employees) while only 29% support the self-employed, micro and small enterprises (fewer 
than 50 employees), see Figure 9 in Chapter 4.  
 
The sample of respondents to the survey is made up of SME support entities with different 
missions. It includes organisations providing training to SMEs, enabling their access to finance, 
stimulating their dialogue with institutions, promoting their internationalisation, creating a 
favourable business environment, or stimulating innovation. They cover the different 
categories of SME support entities identified in Chapter 1. More details on these respondents’ 
experience with SFs and on their level involvement in the project/programme managing cycle 
are provided in Chapter 4 of this study.  
 

Data processing 
 
After the survey was closed, completed questionnaires were transferred to a central database 
for storage and subsequent processing and analysis. 
 
The results from the survey should not be given the status of objective evidence per se; 
neither should they be processed with statistical inference to the whole population of 
addressees. No statistical regression is possible. This is consistent with the fact that the choice 
was made not to select a statistically relevant sample. Instead, data processing was used to:  

 describe respondents’ backgrounds;  

 describe responses;  

 make comparisons.  
 
Pivot tables were produced in order to describe the answers and show the breakdown of 
answers according to different types of respondent (see results in Chapter 4 in particular).  
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ANNEX IV. CASE STUDY QUESTIONNAIRES  

Questionnaire Type 1: Managing Authorities and Intermediate Bodies  
 
Operational Programme: ____________________________________________ 
 
Interviewee: ______________________________________________________ 
  
Position: ________________________________________________________ 
  
Status of the organisation (Managing Authority, Intermediate Body): 

__________________________________________________________________ 
 
Please briefly describe your experience with Structural Funds and SMEs in 
particular: 
__________________________________________________________________ 
  

PROGRAMMING PHASE 

 
1. In your opinion, which of the following aspects of the programming phase are the most 

critical in ensuring SME’s access to the Structural Funds? Please, provide a score from 1 
(=least critical) to 5 (=most critical) for the following elements. 

COORDINATION BETWEEN DIFFERENT EU PROGRAMMES AND FUNDS 
(ESF, ERDF, CF) 1 2 3 4 5 

KNOWLEDGE ABOUT SMES REALITY AND SPECIFICITIES 1 2 3 4 5 
CONSULTATION WITH BODIES REPRESENTING SMES  1 2 3 4 5 
PROMOTING AN ACTIVE ROLE OF SME SUPPORT ENTITIES, FOR EXAMPLE 
THROUGH THE MANAGEMENT OF GLOBAL GRANTS 1 2 3 4 5 

OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 
__________________________________________________________________________
__________________________________________________________________________
____________________________________________________________________ 

 
2. On the basis of question 1, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 

 
 

GENERATION OF PROJECT IDEAS AND PROJECT DEVELOPMENT 

 
3. In your opinion, which of the following aspects are the most critical from SME 

perspective? Please, provide a score from 1 (=least critical) to 5 (=most critical) for the 
following elements. 

 
LACK OF TIME 1 2 3 4 5 
LACK OF QUALIFIED HUMAN RESOURCES 
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ACCESSING RELEVANT INFORMATION FOR GENERATING GOOD PROJECT 
IDEAS AND PROJECT DEVELOPMENT 1 2 3 4 5 

RECEIVING ADEQUATE SUPPORT FOR GENERATING GOOD PROJECT IDEAS 
AND PROJECT DEVELOPMENT 1 2 3 4 5 

ENSURING ALIGNMENT WITH THE OBJECTIVES OF THE OP 1 2 3 4 5 
DIFFICULT PARTNER SEARCH 1 2 3 4 5 
DIFFICULTIES IN SECURING MATCHING FUNDS 1 2 3 4 5 
PERCEPTION OF ADMINISTRATIVE BURDEN 1 2 3 4 5 
OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 
__________________________________________________________________________
__________________________________________________________________________
_________________________________________________________________ 

 
4. On the basis of question 3, please discuss ONLY those issues you consider the most 

problematic. Please, give as many specific illustrations as possible to explain why these 
issues are critical in your opinion. 
 

PROJECT APPLICATION 

 
5. In your opinion, which of the following aspects are the most critical from the SME 

perspective? Please, provide a score from 1 (=least critical) to 5 (=most critical) for the 
following elements. 

GETTING SUPPORT IN PREPARING THE PROJECT APPLICATION  1 2 3 4 5 
OBTAINING CLEAR INFORMATION ON APPLICATION PROCEDURES AND 
CRITERIA 

1 2 3 4 5 

INADEQUATE ELIGIBILITY RULES 1 2 3 4 5 
SHORT TIMEFRAME FOR THE PREPARATION OF THE PROJECT 
APPLICATION 

1 2 3 4 5 

EXISTENCE OF DIFFERENT APPLICATION FORMS AND PROCEDURES FOR 
DIFFERENT PROGRAMMES/FUNDING SOURCES 

1 2 3 4 5 

BURDEN OF DOCUMENTATION REQUESTED AS PART OF THE 
APPLICATION PROCESS  

1 2 3 4 5 

INSUFFICIENT DIGITALISATION  1 2 3 4 5 
STRINGENT OBLIGATIONS IN TERMS OF GUARANTEES AND PRE-
FINANCING 

1 2 3 4 5 

LONG TIMEFRAME FOR ACCEPTING OR REFUSING PROJECT APPLICATION  1 2 3 4 5 
LACK OF TRANSPARENCY IN THE PROCEDURES FOR PROJECT SELECTION  1 2 3 4 5 
INADEQUATE SELECTION CRITERIA 1 2 3 4 5 

DIFFICULTIES LINKED TO THE ESTABLISHMENT OF CONSORTIA 

OTHER ISSUES (PLEASE SPECIFY) 1 2 3 4 5 
_________________________________________________________________________
_________________________________________________________________________
___________________________________________________________________ 

 
6. On the basis of question 5, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 
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PROJECT MANAGEMENT 

 
7. In your opinion, which of the following aspects are the most critical from SME 

perspective? Please, provide a score from 1 (=least critical) to 5 (=most critical) for the 
following elements. 

 
LACK OF TIME 1 2 3 4 5 

LACK OF QUALIFIED HUMAN RESOURCES 

TIMEFRAME BETWEEN THE NOTIFICATION OF THE AWARD AND THE 
FIRST TRANCHE OF PAYMENT  

1 2 3 4 5 

ACCOUNTING FOR ELIGIBLE EXPENDITURE (OVERHEADS, INDIRECT 
COSTS) 

1 2 3 4 5 

ADMINISTRATIVE REQUIREMENTS FOR INTERMEDIARY PAYMENTS  1 2 3 4 5 
FINANCIAL REPORTING  1 2 3 4 5 
COMPLIANCE WITH INFORMATION AND PUBLICITY REQUIREMENTS 
AND OTHER REPORTING REQUIREMENTS 

1 2 3 4 5 

MANAGEMENT OF PARTNERSHIP/CONSORTIA 1 2 3 4 5 
SETTING UP AND RUNNING A MONITORING SYSTEM 1 2 3 4 5 
COMPLEX AND HEAVY AUDITING RULES  1 2 3 4 5 
COMPLIANCE WITH EVALUATION REQUIREMENTS 1 2 3 4 5 
PROJECT CLOSURE ACTIVITIES  1 2 3 4 5 
POST PROJECT REQUIREMENTS (RECORD KEEPING, AUDITING) 1 2 3 4 5 
DIFFICULTIES IN COMMUNICATION WITH THE MANAGING 
AUTHORITY 

1 2 3 4 5 

OTHER ISSUES (PLEASE SPECIFY) 1 2 3 4 5 
___________________________________________________________________________
_____________________________________________________________________ 
 

8. On the basis of question 7, please discuss ONLY those issues you consider to be the 
most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 

 

CASE OF FINANCIAL INSTRUMENTS 

 
9. In your opinion, which of the following aspects are the most critical in favouring/limiting 

SMEs’ access to financial instruments? Please, provide a score from 1 (=least critical) to 
5 (=most critical). 
 

GAP ASSESSMENT  1 2 3 4 5 
REACHING A CRITICAL MASS (NECESSITY TO SCATTER AVAILABLE 
FUNDING ACROSS DIFFERENT FUNDS) 1 2 3 4 5 

JUSTIFICATION OF ALLOCATION OF FUNDS TO HOLDING FUNDS 
(HOLDING FUNDS NOT SUBJECT TO N+2 RULE) 

1 2 3 4 5 

SELECTION OF HOLDING FUND, AND CONCLUSION OF FUNDING 
AGREEMENT 

1 2 3 4 5 

SELECTION OF FINANCIAL INTERMEDIARIES, AND FUNDING AGREEMENTS  1 2 3 4 5 
VARIOUS DELAYS 1 2 3 4 5 
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INSUFFICIENT LEVERAGE EFFECT (INSUFFICIENT REQUIREMENTS) 1 2 3 4 5 
UNCLEAR ELIGIBILITY CONDITIONS FOR WORKING CAPITAL  1 2 3 4 5 
DISCRETION IN THE REUTILISATION OF LEGACY FUNDS  1 2 3 4 5 
PREFERENTIAL TREATMENT OF THE PRIVATE SECTOR (AND CONSEQUENT 
RISK FOR LEGACY FUNDING) 1 2 3 4 5 

REACHING OUT TO SMES 1 2 3 4 5 
EXCESSIVE AND NON-TRANSPARENT MANAGEMENT COSTS IMPOSED ON 
SMES 1 2 3 4 5 

UN-ADAPTED MONITORING AND INFORMATION SYSTEMS  1 2 3 4 5 
ANY OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 

___________________________________________________________________________

_______________________________________________________________________ 

 
10. On the basis of question 9, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion.  
 

11. In your opinion, are financial instruments specifically adapted to specific categories of 
SMEs? If yes, which ones? 
 

12. In your opinion, how adequate are the different forms of funding available through 
financial instruments (i.e. loans, equity, guarantees)?  

 

IN CONCLUSION 

 
13. Overall, which of the issues, or sets of issues, discussed is the most critical one for 

SMEs when accessing/benefiting from Structural Funds?  
 

14. Which phase of the Cohesion Policy programme and project management cycle would 
require major improvements? 
 

15. Which areas across the phases of the programme and project management cycle would 
require major improvements (e.g. regulatory issues, financial requirements, information 
and communication)? 
 

16. Do you think your organisation is sufficiently equipped (e.g. in terms of human 
resources) to deal with the issues identified above?  
 

17. How do the issues discussed compare with the requirements imposed at 
national/regional level? To what extent do national/regional requirements add to the 
burden imposed by Structural Funds? 
 

18. How do you think the recent crisis is impacting on the issues discussed? 
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Questionnaire Type 2: beneficiaries (SMEs or SME support entities) 
 

GENERAL INFORMATION (SME) 

 
Name of interviewee: _______________________________________________ 

 
Position: _______________________________________________ 

 
Operational Programme:  _______________________________________________ 

 
SME name:  
Legal status:   

PRIVATE  

NGO/ASSOCIATION  

LIMITED COMPANY  

OTHER (PLEASE SPECIFY) _______________________________________________ 

Company Turnover 
(optional): 

 

≤ € 2 MILLION OF EURO  

≤ € 10 MILLION OF EURO  

≤ € 50 MILLION OF EURO  

Size of the company:  
MICRO (1-9 EMPLOYEES)  

SMALL (10-49 EMPLOYEES)  

MEDIUM SIZED (50-250 

EMPLOYEES) 
 

YEARS OF ACTIVITY  

 
Sector of activity:    

AGRICULTURE, FORESTRY AND FISHING  CONSTRUCTION  

MINING AND QUARRYING   WHOLESALE AND RETAIL TRADE  

MANUFACTURING  TRANSPORTATION AND STORAGE  

ACCOMMODATION AND FOOD SERVICE ACTIVITIES  INFORMATION AND COMMUNICATION  

FINANCIAL AND INSURANCE ACTIVITIES  REAL ESTATE ACTIVITIES  

ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES  OTHER, PLEASE SPECIFY  

________________________________________________________________________ 

 
1. Briefly describe the project for which you received financial support.  

 
2. Do you have previous experience with Structural Funds (ERDF and/or ESF)? If so, 

briefly describe it.  
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GENERAL INFORMATION (SME support entity) 

 
Name of 
interviewee: _____________________________________________________ 
  
Position: _____________________________________________________ 
  
Operational 
Programme:  _____________________________________________________ 
Name of SME 
support entity:  
Briefly description 
of activity:  _____________________________________________________ 
Type of 
organisation: 

 

BUSINESS 

REPRESENTATIVE 

ASSOCIATIONS 

 

FINANCIAL INSTITUTIONS  

BUSINESS SUPPORT 

ORGANISATIONS 
 

NETWORKING/CLUSTERING 

SERVICES 
 

What is your 
organisation’s 
experience with 
Structural funds? 

 

INTERMEDIATE BODY  

PROVIDING SUPPORT TO 

SMES 
 

BENEFICIARY OF 

STRUCTURAL FUNDS 
 

OTHER, PLEASE SPECIFY   

 

GENERATION OF PROJECT IDEAS AND PROJECT DEVELOPMENT 

 
3. In your opinion, which of the following aspects are the most critical obstacles to the 

generation of project ideas by SMEs in the framework of Cohesion Policy? Please, 
provide a score from 1 (=least critical) to 5 (=most critical) for the following elements. 

LACK OF TIME  1 2 3 4 5 
LACK OF QUALIFIED HUMAN RESOURCES  1 2 3 4 5 
ACCESSING RELEVANT INFORMATION FOR GENERATING GOOD PROJECT 
IDEA AND PROJECT DEVELOPMENT 1 2 3 4 5 

RECEIVING ADEQUATE SUPPORT FOR GENERATING GOOD PROJECT IDEAS 1 2 3 4 5 
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AND PROJECT DEVELOPMENT 

ENSURING ALIGNMENT WITH THE OBJECTIVES OF THE OPERATIONAL 
PROGRAMME 

1 2 3 4 5 

DIFFICULT PARTNER SEARCH 1 2 3 4 5 
DIFFICULTIES IN SECURING MATCHING FUNDS 1 2 3 4 5 
PERCEPTION OF ADMINISTRATIVE BURDEN  1 2 3 4 5 
OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 

___________________________________________________________________________

_______________________________________________________________________ 

 
4. On the basis of question 3, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 

PROJECT APPLICATION 

 
5. In your opinion, which of the following elements are the most critical obstacles to SMEs 

in applying for Structural Funds? Please, provide a score from 1 (=least critical) to 5 
(=most critical) for the following elements. 

GETTING SUPPORT IN PREPARING THE PROJECT APPLICATION  1 2 3 4 5 
OBTAINING CLEAR INFORMATION ON APPLICATION 
PROCEDURES AND CRITERIA  

1 2 3 4 5 

INADEQUATE ELIGIBILITY RULES  1 2 3 4 5 
SHORT TIMEFRAME FOR THE PREPARATION OF PROJECT 
APPLICATION 

1 2 3 4 5 

EXISTENCE OF DIFFERENT APPLICATION FORMS AND 
PROCEDURES FOR DIFFERENT PROGRAMMES/FUNDING 
SOURCES 

1 2 3 4 5 

BURDEN OF DOCUMENTATION REQUESTED AS PART OF THE 
APPLICATION PROCESS  

1 2 3 4 5 

INSUFFICIENT DIGITALISATION  1 2 3 4 5 
STRINGENT OBLIGATIONS IN TERMS OF GUARANTEES AND 
PRE-FINANCING 

1 2 3 4 5 

LONG TIMEFRAME FOR ACCEPTING OR REFUSING PROJECT 
APPLICATIONS  

1 2 3 4 5 

LACK OF TRANSPARENCY OF THE PROCEDURES FOR PROJECT 
SELECTION  

1 2 3 4 5 

INADEQUATE SELECTION CRITERIA  1 2 3 4 5 
DIFFICULTIES LINKED TO THE ESTABLISHMENT OF CONSORTIA 1 2 3 4 5 
OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 

________________________________________________________________________

________________________________________________________________________ 

 
6. On the basis of question 5, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 
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PROJECT MANAGEMENT  
 

7. In your opinion, which of the following elements are the most critical obstacles to SMEs 
in managing projects co-financed by the Structural Funds? Please, provide a score from 
1 (=least critical) to 5 (=most critical) for the following elements. 

LACK OF TIME 1 2 3 4 5 
LACK OF QUALIFIED HUMAN RESOURCES 1 2 3 4 5 
TIMEFRAME BETWEEN THE NOTIFICATION OF THE 
AWARD AND THE FIRST TRANCHE OF PAYMENT  

1 2 3 4 5 

ACCOUNTING FOR ELIGIBLE EXPENDITURE 
(OVERHEAD, INDIRECT COSTS) 

1 2 3 4 5 

ADMINISTRATIVE REQUIREMENTS FOR INTERMEDIARY 
PAYMENTS  

1 2 3 4 5 

FINANCIAL REPORTING  1 2 3 4 5 
COMPLIANCE WITH INFORMATION AND PUBLICITY 
REQUIREMENTS AND OTHER REPORTING 
REQUIREMENTS 

1 2 3 4 5 

MANAGEMENT OF PARTNERSHIP/CONSORTIA  1 2 3 4 5 
SETTING UP AND RUNNING A MONITORING SYSTEM 1 2 3 4 5 
COMPLEX AND HEAVY AUDITING RULES  1 2 3 4 5 
COMPLIANCE WITH EVALUATION REQUIREMENTS  1 2 3 4 5 
PROJECT CLOSURE ACTIVITIES  1 2 3 4 5 
POST PROJECT REQUIREMENTS (RECORD KEEPING, 
AUDITING) 

1 2 3 4 5 

DIFFICULTIES IN THE COMMUNICATION WITH THE 
MANAGING AUTHORITY  

1 2 3 4 5 

OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 

___________________________________________________________________________

_______________________________________________________________________ 

 

8. On the basis of question 7, please discuss ONLY those issues you consider to be the 
most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 

IN CONCLUSION 

9. Overall, which of the issues discussed is the most critical one for SMEs when 
accessing/benefiting from Structural Funds? Is it one specific issue or a set of them that 
makes it difficult for SMEs to take advantage of Structural Funds?  
 

10. Overall, do you think the support you received was in line with your expectations? Was 
it able to respond to your needs? If not, what should change?  
 

11. In your opinion, what improvement could make SMEs’ access to Structural Funds easier 
and enhance the effectiveness of Structural Funds interventions?  
 

12. How do you think the recent crisis is impacting on the issues discussed? 

OPTIONAL 

13. Please explain how the issues discussed would apply in the case of projects funded in 
the context of a European Territorial Cooperation programme (only beneficiaries with 
experience of the ETC programme).  

138 



SMEs in the cohesion policy management cycle 
 

Questionnaire Type 3: Financial Institutions  
 

GENERAL INFORMATION 

 
Name of interviewee: ____________________________________________________ 
 
Position: ____________________________________________________________ 

 
Operational Programme: _______________________________________________ 
 
Name of SME support entity: _______________________________________________ 
 
Brief description of activity: ___________________________________________ 

 
Brief description of past experience with Structural Funds (if any): 
_______________________________________________________________________ 

 
1. In your opinion, which of the following aspects are the most critical in favouring/limiting 

SMEs’ access to financial instruments? Please, provide a score from 1 (=least critical) to 
5 (=most critical). 

GAP ASSESSMENT  1 2 3 4 5 
REACHING A CRITICAL MASS (NEED TO SCATTER AVAILABLE FUNDING 
ACROSS DIFFERENT FUNDS) 1 2 3 4 5 

JUSTIFICATION OF ALLOCATION OF FUNDS TO HOLDING FUNDS 
(HOLDING FUNDS NOT SUBJECT TO N+2 RULE) 

1 2 3 4 5 

SELECTION OF HOLDING FUND, AND CONCLUSION OF FUNDING 
AGREEMENT 

1 2 3 4 5 

SELECTION OF FINANCIAL INTERMEDIARIES, AND FUNDING AGREEMENTS  1 2 3 4 5 
VARIOUS DELAYS 1 2 3 4 5 
INSUFFICIENT LEVERAGE EFFECT (INSUFFICIENT REQUIREMENTS) 1 2 3 4 5 
UNCLEAR ELIGIBILITY CONDITIONS FOR WORKING CAPITAL  1 2 3 4 5 
DISCRETION IN THE REUTILISATION OF LEGACY FUNDS  1 2 3 4 5 
PREFERENTIAL TREATMENT OF THE PRIVATE SECTOR (AND CONSEQUENT 
RISK FOR LEGACY FUNDING) 1 2 3 4 5 

REACHING OUT TO SMES 1 2 3 4 5 
EXCESSIVE AND NON-TRANSPARENT MANAGEMENT COSTS IMPOSED ON 
SMES 1 2 3 4 5 

UN-ADAPTED MONITORING AND INFORMATION SYSTEMS  1 2 3 4 5 
ADEQUACY OF THE PAYBACK PERIOD (FROM THE SME PERSPECTIVE) 1 2 3 4 5 
POSSIBILITY OF BLENDING FINANCIAL INSTRUMENTS WITH GRANTS 
(FROM THE SME PERSPECTIVE) 1 2 3 4 5 

ANY OTHER ISSUES (PLEASE, SPECIFY) 1 2 3 4 5 

___________________________________________________________________________
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_______________________________________________________________________ 

 
2. On the basis of question 1, please discuss ONLY those issues you consider to be the 

most problematic. Please, give as many specific illustrations as possible to explain why 
these issues are critical in your opinion. 
 

3. In your opinion, are financial instruments specifically adapted to certain categories of 
SMEs? If yes, which ones? 
 

4. In your opinion, how adequate are the different forms of funding available through 
financial instruments (i.e. loans, equity, guarantees)?  
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ANNEX V. SURVEY QUESTIONNAIRE 
(also available in German, French, Italian and Spanish) 
 

1) GENERAL INFORMATION: 
 

1.1. Name of your organisation: _________________________________________ 

 

1.2 Country: __________________________________________________________ 

1.3 Number of associated SMEs: ____________________________________________ 

 
1.4 Which category of SMEs do you represent or deal with? 

(Multiple choices can be provided) 
 

Medium-sized (< 250employees)  

Small (< 50employees)  

Micro(<10 employees) 

  

Self-employed  

Other types (please specify)  

  

1.5 What is the mission of your organisation?  (Please provide a brief description) 

____________________________________________________________________ 

2) WHAT IS THE EXPERIENCE OF YOUR ORGANISATION WITH STRUCTURAL 
FUNDS?  
(Multiple choices can be provided) 

 
None   *GO TO QUESTION 8 

Intermediate Body   

Providing support to SMEs and acting as an 
intermediate organisation between the Managing 
Authority and SMEs 
 

  

Beneficiary of Structural Funds   

Other, please specify   
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2.1 Was your organisation consulted/involved at EU level for example in 
preparing Strategic Community Guidelines? 

 
Simply consulted  

Actively involved  

Not involved  

 
2.2 Was your organisation consulted/involved at national level in preparing 
National Strategic Reference Framework?  

 
Simply consulted  

Actively involved  

Not involved   

2.3 Was your organisation consulted/involved at regional level in preparing 
Operational Programme(s)? 

 
Simply consulted  

Actively involved  

Not involved   

 
2.4 Was your organisation involved in the definition/implementation of 
specific measure(s)? 

 
Simply consulted  

Actively involved  

Not involved   

 
2.5 Other, please specify 
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3) IN THE FOLLOWING, A SERIES OF DIFFICULTIES OR CRITICAL ISSUES ARE 
INDENTIFIED FROM THE PERSPECTIVE OF SMES ALONG THE PROGRAMME 
MANAGEMENT CYCLE. FOR WHICH OF THEM DO YOU THINK THE 
CONTRIBUTION OF SME SUPPORT ENTITIES WOULD BE IMPORTANT IN 
ENSURING THAT SMES TAKE ADVANTAGE OF STRUCTURAL FUNDS?  

 
Please, provide a score from 1 (= the contribution of SME support entities would be 
irrelevant) to 5 (= the contribution of SME support entities would be decisive) for 
the following items with reference to the SMEs you represent and/or support. 

 

Programming      

Drafting programming documents 1 2 3 4 5 

Preparing implementation      

Resource allocation (e.g. to Priorities) 1 2 3 4 5 

Allocation/management of global grants 1 2 3 4 5 

Information and publicity concerning funding 
opportunities 

1 2 3 4 5 

Project generation      

Accessing relevant information for generating 
good project ideas and project development 

1 2 3 4 5 

Receiving adequate support for generating good 
project ideas and project development 

1 2 3 4 5 

Ensuring alignment with the objectives of the 
operational programme 

1 2 3 4 5 

Partner search 1 2 3 4 5 

Securing matching funds 1 2 3 4 5 

Obtaining clear information on application 
procedures and criteria 

1 2 3 4 5 

Getting support in preparing the project 
application  

1 2 3 4 5 

Inadequate eligibility rule  1 2 3 4 5 

Short timeframe for the preparation of project 
application 

1 2 3 4 5 

Existence of different application forms and 
procedures for different programmes/funding 
sources 

1 2 3 4 5 

Too much documentation requested as part of 
the application process  

1 2 3 4 5 

Insufficient digitalisation  1 2 3 4 5 

Stringent obligations in terms of guarantees and 
pre-financing 

1 2 3 4 5 
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Long timeframe for accepting or refusing project 
applications  

1 2 3 4 5 

Lack of transparency concerning project selection  1 2 3 4 5 

Inadequate selection criteria 1 2 3 4 5 

Project management      

Timeframe between the notification of the award 
and the first tranche of payment  

1 2 3 4 5 

Accounting for eligible expenditure (overheads, 
indirect costs, etc.) 

1 2 3 4 5 

Administrative requirements for intermediary 
payments  

1 2 3 4 5 

Financial reporting  1 2 3 4 5 

Compliance with information and publicity 
requirements and other reporting requirements 

1 2 3 4 5 

Setting up and running a monitoring system 1 2 3 4 5 

Complex and heavy auditing rules  1 2 3 4 5 

Management of consortia 1 2 3 4 5 

Difficulties in communication with the MA 1 2 3 4 5 

Post project requirements (record keeping, 
auditing) 

1 2 3 4 5 

General issues      

Overall lack of time 1 2 3 4 5 

Overall lack of qualified personnel to deal with 
Structural Funds 

1 2 3 4 5 

Perception of administrative burden 1 2 3 4 5 

Other (please, specify) 1 2 3 4 5 

 
3.1 Please identify 5 issues (from question 3 above) related to project 
generation and project management which are in your opinion, the most 
problematic ones from the point of view of SMEs (please rank them by 
order of importance).  

1. .. 
2. .. 
3. .. 
4. ..  

 

4) WHAT ARE THE MAIN DIFFICULTIES WHICH LIMIT THE CONTRIBUTION OF 
YOUR ORGANISATION IN ENSURING THAT SMES TAKE ADVANTAGE OF 
STRUCTURAL FUNDS? 
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Please, provide a score from 1 (=not important) to 5 (=most important) for the 
following items. 

 

Insufficient consultation/involvement in the 
preparation of programming documents 

1 2 3 4 5 

Insufficient involvement in the management of the 
programme 

1 2 3 4 5 

Difficult interactions with the MA 1 2 3 4 5 

Problems of interpretation of regulatory 
requirements 

1 2 3 4 5 

Difficulties in reaching and mobilising SMEs 1 2 3 4 5 

Insufficient time and dedicated resources 1 2 3 4 5 

Current economic crisis 1 2 3 4 5 

Other (please, specify) 1 2 3 4 5 
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5)  HAS YOUR ORGANISATION TAKEN SPECIFIC STEPS THAT HAVE HELPED 
OVERCOME (SOME OF) THE LIMITS IDENTIFIED IN THE QUESTION ABOVE 
AND/OR ENHANCED THE ROLE OF YOUR CONTRIBUTION IN ENSURING THAT 
SMES TAKE ADVANTAGE OF STRUCTURAL FUNDS? IF SO, WHICH ONES?  

_________________________________________________________________________________ 

6) OVERALL, IN YOUR OPINION, WHICH OF THE FOLLOWING GENERAL ELEMENTS 
COULD BRING ABOUT IMPROVEMENTS IN ENSURING THAT SMES TAKE 
ADVANTAGE OF STRUCTURAL FUNDS? 

 
Please, provide a score from 1 (=not important) to 5 (=most important) to the 
following items with reference to the SMEs you represent and/or support. 

 

Taking better into account SMEs specificities and 
differences (especially in terms of size) 

1 2 3 4 5 

More communication and support throughout the 
project management cycle 

1 2 3 4 5 

Fewer financial requirements (e.g. guarantees, 
matching funds) 

1 2 3 4 5 

More and easier-to-use financial instruments (e.g. 
JEREMIE) 

1 2 3 4 5 

Simplification of administrative procedures  1 2 3 4 5 

A more active role of SME support entities  1 2 3 4 5 

Other (please, specify) 1 2 3 4 5 

 
_________________________________________________________________________________ 
 

7) ARE YOU AWARE OF AVAILABLE STUDIES ON THE TOPIC ADDRESSED IN THE 
PRESENT SURVEY? IF SO, CAN YOU PLEASE INDICATE THE REFERENCES?  

 
_________________________________________________________________________________ 
 

8) ARE YOU AWARE OF OTHER SME SUPPORT ENTITIES THAT HAVE EXPERIENCE 
WITH STRUCTURAL FUNDS? IF SO, WHICH ONES AND CAN YOU PROVIDE US 
WITH A SPECIFIC CONTACT? 

 
_________________________________________________________________________________ 
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ANNEX VI. A GOOD PRACTICE FROM TERRITORIAL 
COOPERATION PROJECTS 

 
The European Territorial Cooperation objective is aimed at supporting effective cross-border, 
transnational and interregional cooperation with the Community's neighbouring countries 
where this is necessary to ensure that the regions of the Member States that border third 
countries can be effectively assisted in their development.132   
 
Projects in OPs under the Territorial Cooperation objective differ from those under the other 
two objectives of the Cohesion Policy 2007-2013133 first of all because they are not carried out 
by a single organisation but, by their very nature, they involve at least two country 
organisations. Some features influence territorial cooperation project planning and 
implementation that are also linked to their nature. According to Interact,134 they are: 

 The need to bring together different cultures and languages, since partners come from 
different countries; 

 The need to bring together different expectations and working methods, since partners 
often come from different types of institutions and organisations from public, private 
and voluntary sectors; 

 The importance of good planning and organisation, since these projects require working 
remotely within larger partnerships over longer periods of time; 

 The challenge of defining concrete results with a realistic budget and time frame, since 
the context is multinational and multi-organisational; 

 The need to comply with the requirements of the European Commission regardless of 
the project’s complexity; 

 The need for huge financial capacity to pre-finance the project and good financial 
management coordination since project costs are usually reimbursed after the money 
has been spent.  

 
Interact has developed the Project Management Handbook135 in order to help project 
developers and managers, lead partners and the programme staff who advise them, to cope 
with Territorial Cooperation projects in the 2007-2013 programming period. This guide is 
structured following the phases of the project cycle136 and in each section the reader can find 
the key actions needed at every stage, as well as examples of how projects have implemented 
these. Project examples are good practice projects selected from a sample of 11 INTERREG 
programmes.137 Moreover, all through the handbook there are additional information boxes 
covering particularly relevant points on project management approaches and techniques, 
managing the project team and rules and regulations. 
 
The handbook is well structured and its added-value lies in providing concrete examples and 
tips, so that project developers and managers are better advised on how to work with an 
international partnership, to implement projects and to avoid problems with the European 
rules. This handbook could be considered a best-practice in the context of guidance at 

 
132  See Article 3(2) of Regulation (EC) 1083/2006 
133  The Convergence objective and the Regional Competitiveness and Employment objective 
134  The European programme created especially for assisting territorial cooperation programmes 
135  European Union - Interact, Territorial Cooperation Project Management Handbook, March 2007. 
136  The phases are: 1. Generating project ideas and building partnerships; 2. Project generation and application; 3. 

Contracting and start-ups; 4. Project implementation; 5. Financial Management; 6. Project closure. 
137  Project examples were selected from a sample of 11 INTERREG programmes. 
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European level, since it is the first attempt to bring together information on all the main steps 
needed to set up and implement projects. Indeed, similar European handbooks for projects 
under the other two objectives or financed by different funds of the Cohesion Policy, are not 
available. At most, some countries138 have developed national handbooks to provide an 
overview of programmes and project lifecycles, and information and guidance for applicants 
and grant recipients on how to apply for funding and to develop and manage compliant 
projects. In other cases, some thematic guidelines are available to inform beneficiaries of 
specific issues or obligations such as information measures139 or procurement law.140  

 
138  For instance UK (https://assets.digital.cabinet-

office.gov.uk/government/uploads/system/uploads/attachment_data/file/9455/National_ERDF_handbook.pdf), 
France (http://www.mairie2000.asso.fr/Guide_FEDER.pdf), Spain 
(http://www.dicoruna.es/avisos/deputacion/plans/mandeo/otros/guia-beneficiarios-feder.pdf) 

139  http://fesr.regione.emilia-romagna.it/promozione-e-comunicazione/loghi-firma/linee-guida-per-le-azioni-di-
informazione-a-cura-dei-beneficiari 

140  http://siurp.regione.calabria.it/c/document_library/get_file?uuid=1569c148-2415-4407-9a22-
0eeeb55d1a51&groupId=16 
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ANNEX VII. SIX CASE STUDY REPORTS  

TUSCANY (ITALY) 

Description of the OPs 
The Tuscan socio-economic model is based on a system of widespread SMEs. Small businesses 
in Tuscany represent 94.5% of active companies, employing 78% of the workforce and 
accounting for 65% of the regional GDP. The current economic crisis has severely affected the 
regional productive system, especially in the traditional manufacturing sectors (textiles and 
clothing), but has also hit firms in more technologically advanced sectors, such as mechanical 
production. This is due both to a loss of competitiveness and to declining domestic and foreign 
demand. While medium and large enterprises placed in high quality market segments 
managed to recover their pre-crisis sales levels, micro and small businesses recorded 
contractions of 32.1% and 19.6%, respectively, in their turnover in 2011.141 An SME survey 
carried out by Unioncamere Toscana at the beginning of 2012 reveals that liquidity 
management and access to credit have become critical issues for the survival of many small 
businesses. This is due to a combination of negative factors, including a more pronounced 
mismatch between collection times from customers and payment to suppliers and a 
deterioration of access to credit conditions, meaning higher interest rates and more demanding 
collateral requirements.  
 
Figure A.5. The Tuscany NUTS 2 region  

   Source: Authors. 

 
Within this context, support to enterprises is an important objective of the regional 
development strategy (Programma Regionale di Sviluppo 2011-2015), including co-financed 
instruments such as the EFRD and the ESF. The overall objective of the ROP is to "strengthen 
the competitiveness of the region and of the regional productive system, to enable it to face 
international competition, create more qualified jobs, and lead to sustainable development”. 
Support to enterprise, and especially to SMEs, is an important specific objective of the current 
programming cycle and translates into the first strategic axis “R&D, technology transfer, 
innovation and entrepreneurship” with 36% of funds allocated to this strategic priority.142 
Along with the Emilia Romagna and Lombardy regions, Tuscany was one of the most dynamic 
in activating programmes to support businesses and SMEs to counteract the negative effects of 
the economic downturn. At the end of 2010 nearly 18% of the resources allocated to the first 
axes were certified. This amounted to about Euro 200 million disbursed for measures 
                                          
141 IRPET and Union Camere Toscana (2012). 
142 Region of Tuscany (2007b) 
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supporting enterprises, 76% of which went to SMEs.143 In parallel with this, the ROP of the ESF 
attaches great importance to supporting residents’ employability and adaptability by promoting 
self-employment and entrepreneurial activities, especially to complement the measures of Axis 
1 of ROP ERDF. This objective is achieved through a combination of measures that support life-
long learning for employed and unemployed people and provide targeted financial support for 
enterprise start-ups amongst vulnerable groups including young people, women and migrants 
under the first (Adaptability) and second (Employability) priority axes. The two axes account 
for 61% of the total ESF resources, which corresponds to nearly Euro 403 million. In particular, 
about Euro 35.5 million was allocated to direct measures supporting self-employment and 
enterprise start-ups and up to 10,664 self-employed people have benefited from one of the 
ESF support measures.144 
 
Overall, the institutional architecture for programming and managing business support 
measures is well developed and established. It relies mainly on two IBs dealing with corporate 
finance (Fidi Toscana)145 and other forms of support (Sviluppo Toscana). 
 
For the purpose of this study, the Team selected two different ESF and ERDF measures 
targeting SME support that have recorded good progress since their start, are well integrated 
with other existing regional interventions, and address key factors constraining the 
development of SMEs in the region in the light of the current economic recession (Table A.5).  
 
Table A.5. Summary table of the measures considered 

 
TUSCANY INNOVATION FUND INCENTIVES TO BUSINESS TO SUPPORT 

EMPLOYMENT 

Type of ROP ROP ERDF ROP ESF 

ROP Axes 

I - Research, Development and 
Technology Transfer, Innovation 
and Entrepreneurship 
Activity 1.4 – Targeted support for 
spin-offs, start-ups and enterprise 
growth through financial 
engineering instruments 

II – Employability  
 
 

Type of 
support 

Financial engineering – supply of 
venture capital 
 
The fund operates by acquiring 
equity up to 100% in firms with an 
average individual investment of 
between Euro 500,000 and Euro 4.5 
million. The duration of the 
investment is usually between three 
and seven years. 
 

Targeted subsidies  
Incentives are granted for employing the 
following categories of workers: 
 unemployed women, who are at least 30 years 

of age; 
 young graduates who are not older than 35 

years; 
 workers temporarily laid off from the lists of the 

provinces of Tuscany employed with an open-
ended contract; 

 temporary workers whose employment 
contracts are converted into open-ended 
contracts at least four months before the expiry 
of the existing contract 

 unemployed persons close to retirement age. 
Amount 
committed  

Euro 44.4 million of which Euro 
17.76 million from ROP financing.   

Euro 21.7 million 

Source: Authors. 

                                          
143  Tuscany Regional Committee, Rapporto Annuale di Esecuzione al 31.12.2012 – obbiettivo Competitività regionale 

e occupazione.  
144  Tuscany Region, (2011), “POR FSE -  Rapporto Annuale di Esecuzione” 
145  Fidi Toscana is a regional finance company aiming to foster the growth of small and medium-sized enterprises 

operating in the region by facilitating their access to credit. 
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 end of the 
rogramming period.  

ojects and other initiatives aimed at achieving 
e goals of economic and social development. 

 

Analysis of the issues identified 

ltation was more focused on strategic issues, while operational 
etails were less discussed.  

 

                                         

The first measure is a venture capital fund, ‘Toscana Innovazione’, which is partially financed 
through the ERDF ROP. Together with other banking institutions, the Tuscany Region 
participates in the ‘Toscana Innovazione’ Fund for the acquisition of firms’ venture capital. With 
a budget of Euro 44.4 million, the Fund targets SMEs in the early stages of life (i.e. from seed 
to start-up), and also existing companies that want to grow or decide to venture into new 
industrial developments. The Fund is intended for companies operating in the region that are 
active in sectors with a high-tech and innovative content (there are two clusters in the cities of 
Pisa and Siena), or planning to establish their production in the region, which propose projects 
with a strong potential for growth and with high profitability prospects.146 The Fund is 
managed by Sviluppo Imprese Centro Italia (SICI),147 an independent asset management 
company in Tuscany that manages closed securities funds whose subscription is reserved 
exclusively for qualified investors. SICI is active in the private equity and venture capital 
markets and its investments are directed at unlisted SMEs that are part of the economic and 
productive system of central Italy. So far two calls for proposals have been launched, 
benefitting 16 companies, and a third one will be launched soon. The Fund’s managing body 
believes that the entire budget will be assigned to regional firms by the
p
 
The second measure, ‘Incentives to Business to support Employment’,148 is part of the ESF 
ROP. The overall objective of the measure is to create more and better jobs within Tuscan 
SMEs. Assistance is provided in the form of a financial contribution (grant) of a varied amount 
depending on the type of contract offered to the new people employed (open-ended or fixed 
term contract). While SMEs are the actual beneficiaries of the measure, unemployed or 
underemployed people belonging to disadvantaged groups (e.g. young people, women, and 
the elderly) are intended to be the final recipients of the aid. The measure was successfully 
launched in 2011 with an open call system operating on a digital platform. The IB is Sviluppo 
Toscana,149 the in-house company established by the region to support the regional 
administration in i) designing and implementing programmes and projects of regional interest; 
ii) assisting with the design of business incentives, monitoring and evaluation; iii) managing 
and controlling applications for public funds within the regional, national or community 
frameworks; iv) assisting in the design and implementation of interventions to support 
research, innovation and the competitiveness of the business environment in Tuscany; and v) 
providing technical assistance for investment pr
th

Programming 
The programming of ROPs is guided by the regional strategic development plan that is also 
strongly focused on supporting SME development in the region and provides a good strategic 
platform for coordinating ERDF and ESF interventions. As a result, many co-financed 
interventions often rely on and reinforce pre-existing regional business support schemes. 
Consultation with regional business support entities is deemed satisfactory by both parties, 
although it has been less detailed than in past experiences. In particular, during this 
programming cycle the consu
d

 
146  Toscana Innovazione, regulation approved by the Bank of Italy with memorandum No. 37151 of 11/01/08 
147  www.fondisici.it 
148  http://www.regione.toscana.it/regione/export/RT/sito-

RT/Contenuti/sezioni/lavoro_formazione/visualizza_asset.html_83556866.html 
149  http://www.sviluppo.toscana.it 

http://www.fondisici.it/
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The regional economic system is characterised by a predominance of micro and family-run 
businesses. A medium-sized enterprise, as defined by the EU, could well be considered a large 
enterprise in the regional context. To deal with the specificity of the regional SME system, the 
Tuscany region set up a good mix of financial instruments and grants that respond to the 
different needs of regional enterprises while trying to stimulate growth in the most innovative 
sectors. Since the past SF programming cycle the region has also made the strategic decision 
to focus more on financial instruments rather than grants, considering the former to be more 
appropriate to support SME development.  
 
In order to deal with the different financial needs of regional SMEs, the region has designed a 
good mix of innovative and traditional financial instruments, such as the credit guarantee 
consortia, which are well established in the local and national financial system. For instance, of 
the Euro 77 million made available for financial instruments in the ERDF OP, Euro 17.7 million 
was allocated to a financial engineering instrument (‘Toscana Innovazione’ Fund), whereas the 
remainder was allocated to more traditional financial instruments, including guarantees (Euro 
33 million), subsidised lending (Euro 14 million) and credit guarantee consortia (Euro 12.6 
million), which all recorded a good disbursement ratio.  
 
However, some of the financial instruments developed for SMEs are not actually accessible to 
micro enterprises. This is due to several reasons, including the complexity of the instrument 
and the high costs associated with the intervention. This is particularly evident in the case of 
the ‘Toscana Innovazione’ Fund. The Fund is aimed at developing new, viable and innovative 
industrial activities for the purpose of creating new job opportunities and strengthening the 
regional industrial system. This objective makes the Fund less suitable for assisting micro-
enterprises, given the lower potential impact on employment creation and industrial growth. At 
the same time, most regional micro-enterprises face short-term liquidity problems that are 
better tackled through traditional banking products. Rather, the use of a venture capital 
instrument is justified in cases where traditional banking products are not viable, such as start-
ups or immature businesses.  
 
The major obstacle in setting up innovative financing schemes is the identification of technical 
solutions that comply with different regulatory contexts, including the provisions of supervisory 
bodies such as the Bank of Italy. The excessive number of rules and eligibility conditions limits 
the participation of the private sector, which is one of the targets for establishing financial 
engineering instruments. In spite of these difficulties, the ‘Toscana Innovazione’ Fund 
succeeded in being well integrated into the regional financial system given that it also received 
substantial contributions from local banking foundations, reaching a good leverage of nearly 
53%.  

Access 
Overall, business support measures are in high demand. Between 2009 and 2012 Sviluppo 
Toscana assessed nearly 8,900 applications from enterprises. Besides the traditional visibility 
and communication instruments, preferential information channels are business representative 
associations, chambers of commerce and financial intermediaries. In the latter case, great 
efforts are made to explain the characteristics of the financial instruments available, given that 
banks are a necessary partner for applicants. As a result, most SMEs become aware of a 
funding opportunity through their business association or their bank.  
 
Because the high cost of credit has emerged as a critical constraint to SME development and 
survival, the region has signed a memorandum of understanding with banks operating in the 
region requiring them to apply transparent and uniform terms and conditions to the SFs 
beneficiaries. This agreement is intended to facilitate SMEs’ access to the guarantee schemes 
supported through regional or ERDF funds. For instance, when the region backs a loan with a 
public guarantee, no further collateral should be required by the bank.  
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Although information on SFs projects is easily accessible and provided in great detail, many 
SMEs find the eligibility criteria difficult to interpret. The operation logic of public tenders is 
often far removed from daily business practices and entrepreneurs need to familiarise 
themselves with a different operating model and language. This problem increases with the 
complexity of the instruments used, but also refers to the simplest measures (Incentives to 
Business to Support Employment). SMEs usually ask labour consultants for assistance in this 
phase. 
  
The financial literacy of SMEs is quite low and entrepreneurs have difficulty in understanding 
the characteristics of innovative financial instruments given that they are often unfamiliar with 
the financial terms and jargon. For instance, thus far the demand for the ‘Toscana 
Innovazione’ Fund has been high, because the regional small businesses are characterised by 
high levels of creativity and incremental innovation. However, 60% of the applications are 
dropped at the pre-selection stage. This is due to several factors, including a misunderstanding 
of the eligible investment criteria and a lack of capacity to progress further in the application 
process. Most applicants misinterpret the Fund as another traditional support measure for 
SMEs providing grants or subsidised loans. However, the entry of a financial partner in SME 
capital offers a service that goes beyond simple capital provision.  
 
Overall, most micro and small enterprises need assistance in preparing their project 
applications and in managing the project reporting in case of award. For simple instruments, 
such as purchasing qualified services or machinery, consulting costs are reasonably low and 
usually amount to less than 3% of the public contribution. However, it should be noted that 
most SMEs, even the smallest ones, tend to rely on some sort of specialist assistance to cope 
with the complex Italian regulatory obligations. For instance, most SMEs regularly turn to 
business support services, such as labour or tax consultants, who can also assist their clients 
with preparing and managing an application for a co-financed project. This was the case of the 
measure ‘Incentives to Business to Support Employment’, where labour consultants assisted 
applicants in interpreting the measure and in providing an eligible project proposal in terms of 
a compliant labour contract for the new employees. However, it was reported that labour 
consultants do not always have enough competence to deal with the EU funding of the 
Programme’s measure, which brought about an excessive and unexpected number of 
clarification requests concerning the eligibility of the targeted labour contracts. This problem 
was common among applications from micro enterprises.  
 
Lack of digitalisation in the project application and management process is not perceived as a 
problem, given that nearly 90% of co-financed programmes use a digital platform. However, 
many SMEs, especially those belonging to the crafts category, have difficulties in dealing with 
digital dossiers and need to use intermediaries. As an example, the low capacity of SMEs to 
deal with an online application was reported to be the main reason for the non-compliance of 
many applications for the ‘Incentives to Business to support Employment’ measure. In 
particular, enterprises were still not familiar with the use of a certified mail account or an 
electronic signature, which are necessary requirements for dealing with digitalised 
administrative procedures.  
 
For simple measures such as ‘Incentives to Business to Support Employment’ the time for 
assessing the administrative compliance of an application varies from a minimum of 30 days to 
a maximum of 60 days when clarifications are needed. For more complex measures, such as 
support for investments or access to credit, the preliminary investigation time is rather long 
and requires the provision of considerable documentary evidence. This is due to the need to 
verify that the company is in a position to pay off its debt, that public funds are used for 
eligible projects, and to activate complementary banking instruments, such as a bank 
guarantee for a subsidised loan. In addition to this, applying for a financial instrument has 
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recently become more difficult because of the current credit rationing that is particularly strict 
for SMEs.  
 
A crucial barrier to financial engineering instruments is the lack of capacity to prepare a high 
quality business plan that would qualify the SME for access to financing. Unless they are driven 
by young and highly-educated entrepreneurs, regional SMEs rarely have these competencies in 
house and have to pay for the services of external consultants. This additional cost might 
discourage SMEs from applying. The cost of accessing a venture capital fund is higher than 
that for traditional banking instruments. By way of a comparison, the current interest rate 
applied to a commercial mortgage might be in the region of 8% to 9%, whereas the capital 
remuneration of a venture capital operation might be as much as 12%. The higher cost is 
justified by the nature of the operation, which entails a higher risk compared to traditional 
lending backed by collateral.  
 
The high selectivity of the ‘Toscana Innovazione’ Fund was also mentioned as a barrier for 
applicants and as a reason for withdrawing from the application process. This can be 
associated with the presence of private partners (local bank foundations), who are traditionally 
more averse to risk than public investors. In addition, the current economic circumstances do 
not offer fertile ground for particularly risky business ventures.  
 
Another relevant constraint identified within the current programming cycle refers to the 
ineligibility of working capital expenditures, which was subsequently amended by the European 
Commission over the course of 2011 as a response to the financial crisis. Because of the 
severe credit rationing, SMEs were more in need of liquidity instruments rather than other 
investment support measures. To cope with this emerging issue, the region set up a regional 
scheme that provides firms with working capital, while it undertook to modify the current ERDF 
OP regulations to introduce these modifications into co-financed programmes.  

Implementation 
Italian SMEs are accustomed to being subjected to numerous regulatory compliances that are 
often contracted out to specialist advisors. Financial and administrative reporting requirements 
are often quoted as a major burden of SFs projects. Yet, this was not true of the specific ESF 
measures assessed in this case study. In fact, enterprises were asked to certify the 
regularisation of labour contracts in their project applications, so that further informative 
requirements were not necessary after the award of the grant.  
 
The ‘Toscana Innovazione’ Fund merits a separate discussion. SMEs find it difficult to follow the 
procedure that is, in itself, costly and complex, because of the extraordinary nature of the 
operation. It is important to note that this has nothing to do with EU or national regulation 
complexities for accessing public funds, but it is rather an intrinsic characteristic of the 
financial operation. Investigation procedures, as well as reporting and information 
requirements, follow the standard practices of other private equity funds that are a novelty in 
the regional financial system. From the financial intermediary’s perspective it is more onerous 
and administratively demanding to manage a fund that includes public contributions. Entirely 
private funds are subject to the supervision of national financial institutions, such as the Bank 
of Italy or the CONSOB (national commission for public companies and the stock exchange). 
When public capital is provided the fund is also subject to regular monitoring, which results in 
frequent controls of an administrative nature. In addition to this, occasional checks are 
performed on the recipient SMEs to verify adherence to the submitted business plan. The 
information required is often the same, although the request for information template varies 
according to the recipient of the information (e.g. the regional, national or European 
authorities). As a rule, there are annual, half-yearly and bi-monthly reporting requirements, 
but additional information is also required each time that there is a modification in the Fund’s 
portfolio.  
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Payment time is a great source of concern for SMEs. For instance, beneficiaries of the 
‘Incentives to Business to Support Employment’ measure have reported delays in payments 
because of liquidity problems associated with a regional spending review. Regardless of the 
modest amount of the contribution, which ranges in most cases from Euro 3,000 to Euro 
12,000, these delays create a sense of frustration and resignation towards the efficiency of 
public interventions.  

Summary of the findings 
Overall, the institutional architecture for programming and managing business support 
measures is well developed and established. Digitalisation is well advanced and contributed to 
reducing the cost of handling and transferring documents back and forth. To simplify access to 
regional and co-financed projects, a project is underway to standardise procedures for 
applicants and to align regional tender procedures with the standards of co-financed projects.  
 
In absolute terms, there is not one phase of the Cohesion Policy programme and project 
management cycle that would require major improvements. This is rather linked to the type of 
measure considered. For instance, the new financial engineering instruments require a greater 
effort to improve communications and assist with project preparation, whereas for more 
mature instruments, such as grants or subsidised loans, critical issues include the tight 
administrative controls and reporting requirements that affect most EU-funded projects. 
 
Critical issues for many SMEs were related to the cost of preparing a project application and 
pre-financing their investments. This was reported to create a sort of adverse selection of 
applicants. As a matter of fact, companies that apply for SFs often already have the financial 
means to support their investments and can thus reap the full benefit of public support. In 
contrast, companies with insufficient liquidity cannot afford to wait for the long application or 
repayment processes of SFs projects and sometimes have to ask for costly bank loans to pre-
finance their applications.  
 
Administrative and financial barriers disproportionately affect micro-businesses, especially 
those operating in traditional and craft sectors. Following the principle of proportionality, 
business support measures should be better adapted to the size of the enterprise. For 
instance, under the current economic circumstances, micro-business would benefit greatly 
from accessing simple micro-credit schemes, rather than more complex financial instruments. 
According to some interviewees, in the regional context, which is heavily focused on traditional 
and hand-crafted production with low or incremental innovation, the role of high-tech 
innovations is perhaps emphasised too much. A critical mass of SMEs could be better reached 
by assisting more gradual improvements in products and processes that might ensure SMEs’ 
survival in a globalised and competitive market.   
 
The need to spend funds within the scheduled period often leads public administrations to 
favour measures that easily reach a critical mass of beneficiaries and with the simplest 
procedural steps. This is often at the expense of the effectiveness and potential broader impact 
of business support measures. This is true of most measures supporting employment within 
SMEs that have recently been very popular in the national policy. In particular, it is 
questionable whether this type of intervention is appropriate to generate more and more 
stable jobs with SMEs, and whether SMEs would benefit more from other types of better 
targeted assistance that are aligned with their needs and respond to the necessity to promote 
research and innovation.150 Therefore, improving the programming of SME support measures 
would require striking a good balance between reaching a critical mass of SME beneficiaries 
and designing selective measures that ensure the broadest possible impact on local 
competitiveness and innovation performance. 

 
150 See Alberto Martini at http://www.lavoce.info/articoli/pagina1003340.html 
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The Italian regulatory framework is rather complex, with many redundant and obsolete laws 
that disproportionately affect SMEs. In addition to this, decentralisation created an increasingly 
complex layering of regional and state competences that led to a stratification of regulatory 
obligations.151 SMEs usually have to deal with many regulatory obligations and are therefore 
acquiescent with processing complicated administrative dossiers. A major consequence of this 
is that, regardless of their size, companies often need to ask for the services of specialist 
workers, legal or tax advisors when they have to deal with an administrative issue. This is also 
reflected in SFs applications, where, even for the simplest measures, SMEs tend to rely on 
specialist assistance for preparing their application and managing administrative and financial 
reporting requirements.  
 
Italian regulatory complexity also results in a sort of resigned attitude from the SMEs towards 
public business support initiatives. As a matter of fact, the procedures of regional business 
support programmes are often aligned to those of co-financed projects, and businesses do not 
have the perception that it is harder to benefit from a co-financed programme than from a 
regional initiative. On the other hand, nationally funded business support measures might 
entail more administrative and changing requirements than co-financed and regional 
programmes, as in the case of Invitalia’s152 enterprise support measures.  
 
National requirements were reported to add to the burden imposed by SFs obligations. This is 
especially relevant in the project application phase, when, in order to meet a project’s 
administrative requirements, Italian enterprises are requested to provide many certificates, 
including an anti-mafia certificate, certificates attesting the regular payment of taxes and 
social contributions or the proper application of labour and safety standards. Instead, the 
project implementation phase is charged with monitoring and reporting requirements that 
originate in EU regulations. These include many informative obligations, especially concerning 
frequent project progress reports and the provision of indicators related to different issues 
such as environmental or gender impact.  
 
There is a sort of cultural mistrust, sometimes unjustified, towards public funds whether they 
come from national or Community sources. Most entrepreneurs are discouraged from applying 
as they feel they won’t get the financing they need because the winners have already been 
pre-selected thanks to personal networks and contacts. This is especially true for SMEs, which 
are less connected to decision-making bodies, but no evidence of these practices was found in 
the course of this case study. On the contrary, it was reported that selection criteria were 
rigorously applied and application refusals were based on solid grounds.  
 
Two important cultural barriers also emerged in the course of the interviews. The first refers to 
a sort of financial immaturity that limits the opportunities for extending financial engineering 
instruments to SMEs. An incremental and gradual approach, such as that implemented by the 
Tuscany region, is probably the most appropriate. The second is linked to the low propensity to 
establish SME partnerships or consortia to develop applications for SFs financing. This hampers 
the chance for SMEs to benefit sufficiently from specific measures requiring the aggregation of 
enterprises.  
 
The impact of the economic and financial crisis has been severe and has also affected the 
capacity of SMEs to benefit from SFs. This occurred in three ways: firstly, SMEs have a 
reduced capacity to access business support measures given that they cannot bear the direct 
or indirect costs of an application; secondly, most instruments are oriented towards promoting 
SME growth through new investments, whereas, in the current uncertain business 

 
151  OECD (2012a). 
152  Agenzia nazionale per l'attrazione degli investimenti e lo sviluppo d'impresa, its mission includes boosting 

innovation and local industrial development and upgrading local competitiveness. 
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environment, most enterprises prefer to postpone plans for business expansion; and thirdly, 
with the Fiscal Compact and the ongoing national spending review, regions are facing 
increasing liquidity problems that sometimes result in delayed payments to beneficiaries. In 
addition to these general negative impacts, it was noted that the current economic crisis also 
had two different and opposite impacts on SMEs’ willingness to apply for interventions financed 
by the SFs. On the one hand, instruments similar to traditional banking products, such as 
subsidised loans or guarantees, witnessed an increase in the number of applications. On the 
other, more sophisticated financial instruments, which require higher and longer term 
investments, are less in demand because of the uncertainty of the economy. Credit rationing 
from the financial system is also hampering access to SFs projects given that most applications 
need to be backed by adequate pre-financing.  
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NORTH EAST ENGLAND (UK) 

Description of the OP 
The North East England ERDF Competitiveness Programme, in operation from 2007 to 2013, 
was approved in December 2007 after a stakeholder consultation process lasting from January 
to April 2007 and a deep analysis of the socio-economic situation in the North East of England 
(United Kingdom). In the first years of operation the entire Programme was managed by an 
IB, the Regional Development Agency (RDA) One North East. After the government’s decision 
to close all Regional Development Agencies in March 2012, in an effort to reduce public 
expenditure, the Programme was taken over by the MA, i.e. the Department for Communities 
and Local Government, which continues to manage the Programme on a day-to-day basis at 
the regional level.  
 
Figure A.6. The North East England NUTS 1 region  

   Source: Authors. 

 
The North East of England is one of the least developed regions in the UK. In 2007, at the time 
of Programme was drafted, the region was challenged by a weak enterprise base, with a per 
capita Gross Value Added of less than 80% of the UK average. Although the start-up and 
survival rates of enterprises had improved between 2005 and 2007, net growth in the number 
of businesses still lagged behind the national average. In 2007 the North East had only 266 
businesses per 10,000 inhabitants, significantly lower than the 394 average for England. This 
figure reflected the low levels of entrepreneurship in the North East, where one in 12 people 
were self-employed compared to one in eight for the United Kingdom.153 The main weaknesses 
affecting businesses in the North East were related to their vulnerability to changing markets 
and their limited capacity to be innovative, i.e. to develop new products/services, processes, 
markets and networking. Access to finance for new business start-ups had also been 
recognised as problematic. Significant gaps in funding had been identified particularly in the 
£50,000 to £2 million range.  

                                          
153 Government Office for the North East (2007).  

158 
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With the aim of addressing the key weaknesses underlying the economy of North East, the 
North East England Programme taps about Euro 375 million of ERDF resources. Its specific 
objective is to increase per capita Gross Value Added in the region, in order to reach 90% of 
the UK average by 2015, through actions aiming to increase business density, create and 
safeguard jobs, increase R&D expenditure and increase productivity among the region’s 
businesses. In focusing on achieving the region’s growth and jobs objectives, the Programme 
is in line with the North East Regional Economic Strategic Action Plan and the EU strategy set 
in the Lisbon Agenda for growth, competitiveness and jobs.  
 
Actions implemented in this OP are expected to lead to: 
 

 Increased business density, as a result of the creation of 3,000 new businesses, 15% of 
which in disadvantaged areas; 

 The creation/safeguarding of 18,200 jobs of which at least 10% in disadvantaged 
areas; 

 Improved environmental management and energy efficiency in 3,000 businesses; 

 Increased productivity among the region’s businesses resulting in an increase of £1,100 
million in net GVA.  

SMEs are the primary target of the Programme. In 2008 they represented 99.8% of all private 
sector enterprises, they accounted for up to 61.6% of total employment and 50.1% of 
turnover in the region.154 The two priority axes through which the Programme’s funds are 
channelled155 envisage measures specifically addressed to SMEs.  
 
Priority Axis 1 ‘Enhancing and exploiting innovation’ aims to increase the region's value added 
by investing in ‘opportunities’ to exploit the region's science and technology strengths and to 
take advantage of growing markets. While Field of Action 1.1 focuses on the construction of 
Innovation Connectors across the region, Fields of Action 1.2 and 1.3 are primarily concerned 
with SME support. Eligible actions of Field 1.2 ‘Support for innovation and technology-led 
sectors’ include the development of links between technology providers and SMEs, initiatives to 
attract inward investment, network facilitation, financial and technological support for the 
development of new products and processes, and support for accessing finance for investment. 
Field 1.3, ‘Exploitation of science base’, includes support to the commercialisation of 
knowledge and spin-off of SMEs from universities and other organisations that conduct primary 
research. 
 
Priority Axis 2, ‘Business growth and enterprise’, addresses the region’s relative 
underperformance in productivity, business formation and survival rates, by supporting a more 
dynamic and growing business base across the region. Funds are allocated through two distinct 
measures: the first (Field of Action 2.1) aims to cultivate and sustain social/community based 
enterprises, particularly in disadvantaged areas; the second (Field 2.2) supports a variety of 
actions to increase the growth and competitiveness of existing SMEs in the North East. Specific 
actions include investments to improve productivity and internationalisation, as well as 
exploiting advanced ICT applications, post start-up advice, information and diagnostic services 
to identify growth potential, and financial assistance with working capital and investment. 
 
In 2009 £44.25 million of the total ERDF funding allocated for the North East ROP was 
committed to finance the JEREMIE initiative. The ERDF grant was matched by another grant 
provided by the North East Regional Development Agency (£18.25 million) and by a loan from 

 
154  North East Research and Information Partnerships, State of the Region. Available at 

http://www.nerip.com/stateoftheregion/LevelC/1007/Enterprise_and_Business.aspx. 
155 There is also a complementary third priority involving technical assistance activities.  
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the EIB (£62.5 million), to establish a £125 million JEREMIE Fund.156 This fund is used to back 
the ‘Finance for Business North East Programme’ which aims to facilitate SMEs’ access to 
finance, to stimulate enterprise start-ups and growth, and to create a legacy for the region in 
terms of jobs and economic development. In fact, with an investment period running up to 
2014, the programme directly contributes to the ERDF OP’s Priority 1 objectives, and is 
included under Field of Action 1.2.  
 
Table A.6. Allocation of financial resources by Priority Axis and Field of Action  
PRIORITY 

AXIS 
ERDF 

CONTRI-
BUTION 
(Euro) 

NATIONAL 
PUBLIC 

CONTRI-
BUTION 
(Euro) 

TOTAL PUBLIC 
CONTRIBUTIO

N (Euro) 

PERCENT
AGE OF 
TOTAL 
ERDF 

FUNDING 

FIELD OF 
ACTION 

PERCENTAGE 
OF 

PRIORITY 
AXIS 

FUNDING 
1.1 Investment 
in Innovation 
Connectors 

40%-55% 

1.2 Support for 
innovation and 
technology-led 
sectors 

40%-55% 
1 - 
Enhancing 
and 
exploiting 
innovation  

199,120,428 199,120,428 398,240,854 53% 

1.3 Exploitation 
of the science 
base 

5%-10% 

2.1 Cultivating 
and sustaining 
enterprise in 
disadvantaged 
areas 

30%-40% 

2 - 
Business 
growth and 
enterprise 

161,550,536 161,550,536 323,101,072 43% 
2.2 Enhancing 
the 
competitiveness 
and growth of 
existing SMEs 

60%-70% 

3 – 
Technical 
assistance 

15,027,956 15,027,956 30,055,914 4% 
  

Total 375,698,920 375,698,920 751,397,840 100   

Source: Government Office for the North East (2007). 
 

Up to October 2012 about 80% and 67% of ERDF funds allocated had been committed for 
Priority 1 and 2 respectively. According to recent data provided by the MA, since its launch in 
2008 the Programme has created more than 7,000 new jobs and safeguarded as many jobs 
across the North East. Key performance indicators of the North East England JEREMIE initiative 
include: 425 investments made, with about £51 million funds invested, which led to 500 new 
jobs created and 1,200 jobs safeguarded.157 
 
Data disaggregated by Priority Axis are presented in Table A.7.158 All available funds are 
expected to be committed by the end of the programming period and the MA believes that ex-
ante targets for results and outcomes will be met. 
 

                                          
156  The North East was the first UK region to approve a JEREMIE initiative in the 2007-2013 programming period. A 

few months before North East England, Wales had already received approval for a JEREMIE initiative.  
157  Source: North East Finance website. http://www.northeastfinance.org/about-us/key-performance-indicators.aspx  
158  Data disaggregated by Field of Action are not available.  

http://www.northeastfinance.org/about-us/key-performance-indicators.aspx
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Table A.7. Programme’s achievements by Priority Axis159 

INDICATOR PRIORITY 1 INDICATOR PRIORITY 2 
Jobs created 1,100 Jobs created 6,186 
Jobs safeguarded 1,765 Jobs safeguarded 6,052 
New SMEs and spin-off 
businesses assisted with 
innovation 499 

New SMEs assisted, 
including development of 
workforce skills 2,567 

SMEs assisted with innovation 1,125 

SMEs assisted, including 
development of workforce 
skills 4,740 

SMEs receiving financial 
assistance 412 

SMEs receiving financial 
assistance 705 

Source: MA of the North East England ERDF Competitiveness Programme. 
 
This case study analyses the problems encountered by SME support entities and SMEs when 
accessing public funds made available by the North East England ERDF regional programme, 
with a focus on Field of Action 2.2 and the JEREMIE holding fund of Field of Action 1.2. The 
rationale for choosing these two specific fields is primarily their relevance in terms of financial 
resources. Information was gathered by interviewing stakeholders that were involved in 
activities under these two Fields of Action: they include managing institutions, SMEs and 
business support entities with experience of the ERDF Competitiveness Programme and of the 
JEREMIE initiative. Particular emphasis is placed on investigating whether the issues related to 
the delivery of ERDF grants also apply to the process of managing and delivering financial 
engineering instruments.  

Analysis of the issues identified 
The analysis of the problems perceived and identified by SME support entities and SMEs when 
involved in the ERDF programme and project cycle, including the JEREMIE initiative, is 
presented in this section by distinguishing between the different phases of the cycle, from 
programming to project management. 

Programming 
All interviewees consulted agreed that the drafting process of the North East England ERDF 
Competitiveness Programme was based on a robust and sound context and demand analysis, 
and on a broad consultation process involving different kinds of stakeholders, namely the 
Regional Development Agency, business support organisations, universities and city councils. 
The opportune consultation of SME support entities ensured that the MA had a very good 
understanding of the reality and specificities of SMEs in the North East. 
 
Allocation of available funds concentrated on two key priorities giving high importance to the 
creation and strengthening of small businesses, particularly their revenue generating activities. 
The overall intervention strategy is considered reasonable by all interviewees consulted since it 
proves to be well suited to SMEs’ real needs. SMEs and SME support entities agree that the 
ERDF Competitiveness Programme, jointly with the Finance for Business North East (JEREMIE) 
Programme, effectively tackle the weaknesses of SMEs in North East England, i.e. limited 
business innovation, difficult access to finance and weak regional enterprise base. Fields of 
Actions 1.2 and 2.2 provide significant support to stimulate the development of SMEs. The MA 
and enterprise support entities acknowledge that a long term commitment is needed to 
achieve significant results and for this reason the current priorities of intervention are expected 
to remain the same for the next programming period. The wide range of different forms of 

                                          
159 Priority 1 includes the achievements of the JEREMIE initiative.  
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assistance provided, i.e. grants, venture capital and loans through the JEREMIE initiative, is 
also considered suited to fully meeting the financing needs of SMEs.  
 
Some interviewees, however, highlighted that certain types of enterprise have been omitted 
from the Programme despite of their potential to contribute to regional economic growth. On 
the one hand, small retailers are not eligible for ERDF or JEREMIE funds; on the other, large 
companies are eligible only for investments in innovation connectors (Field of Action 1.1), but 
are excluded from other kinds of EU assistance. Instead, some would argue that large 
enterprises deserve support from the EU on the grounds that they enter the supply chain of 
SMEs, thus play an important, even if indirect, role in the development of the latter.   
 
The governance framework in place to manage the JEREMIE fund, as established in the 
programming phase, is considered very robust and effective by the MA, investment companies 
and SMEs. JEREMIE resources are channelled through a Holding Fund, managed by North East 
Finance, and comprising seven seed funds managed by different investment companies. 
During the interviews neither the investment companies nor the SMEs raised any issues 
regarding fund allocation. Each fund is focussed on a clear type of investment and targets 
SMEs, although some overlap exists: for example, the North East Microloan Fund aims to meet 
the financial requirements of SMEs who find it difficult to secure mainstream finance but have 
a viable business capable of repaying a small loan (ranging from £1,000 to £25,000); the 
Growth Fund and Growth Plus Fund are more targeted at mature companies seeking to expand 
their business, by providing investment ranging from £50,000 to £400,000 (Growth Fund) and 
from £350,000 to £1.25 million (Growth Plus Fund); the Angel Fund mostly invests up to 
£150,000 in start-ups or in existing businesses with growth potential.  
 
North East Finance coordinates and has overall responsibility for all investment funds. It is 
responsible for collecting and aggregating data on the use of the seven funds and for 
delivering quarterly reports to representatives of the EC, the EIB and the Government on the 
number of operations approved and the repayment rate of the EIB loan. It can decide to 
reduce the resources of certain funds and allocate them to other funds for which demand 
appears to be greater than initially forecasted. This flexibility guarantees continuous alignment 
between investment supply and demand. A concrete example can be provided in this regard: 
while the demand for microloans from start-ups is rising, the number of existing firms aiming 
to expand their business is lower than expected, because of the uncertainty caused by the 
current economic crisis. As a result, North East Finance is planning to divert a share of 
resources from the Growth Fund to the Microloan Fund.  
 
The MA recognises that the structure of the JEREMIE initiative is very effective in achieving its 
objective, i.e. improving SMEs’ access to finance in North East England. The allocation of 
money to a Holding Fund, split in seven different funds, and the selection of highly qualified 
financial intermediaries are considered by all stakeholders interviewed (from the MA to final 
recipient SMEs) very appropriate and one of the success factors of the JEREMIE initiative as a 
whole. As the analysis of the project generation and management phases show (see below), 
thanks to the overall coordination ensured by North East Finance and to a very high level of 
expertise involved at all stages of the delivery system, investment companies are not 
experiencing major problems in carrying out their tasks. Also SMEs generally report a positive 
experience in dealing with JEREMIE venture capital and financing schemes.  

Access 
Up to March 2012 Programme implementation was in the hands of the regional public body 
One North East, with the Regional Development Agency acting as an intermediary between the 
MA and beneficiary business organisations, which, in turn, were intermediaries between the 
RDA and final recipient SMEs. SMEs in North East England may either directly apply for funds 
or, as happens in most cases, they are final recipients of projects managed by SME support 
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entities. All interviewees stressed that this governance arrangement was very effective. One 
North East was providing general guidance to various implementing bodies concerning funding 
opportunities, procedures for application, eligibility conditions, monitoring and auditing 
obligations, thus facilitating the job carried out by SME support entities. Furthermore, One 
North East had a large budget that was used to match ERDF resources and to co-finance large 
and region-wide supporting schemes. One example was the ‘Coaching for High Growth SMEs’ 
project, involving a total investment of about £3 million and promoting cooperation between 
different business support organisations (such as Entrust, Business Link and MAS North East), 
regional universities and centres of excellence to identify high growth businesses and move 
them rapidly on the next stage of their development. 
 
The responsibility for regional economic development was entrusted by the Government to 
Local Enterprise Partnerships160 and to a Regional Growth Fund161 operating throughout most 
of England. Despite the high expectations among SMEs and business support entities for these 
instruments to fill the gap left by the abolition of the RDAs, they did not replace the functions 
carried out by One North East, particularly in the provision of matching funds and support for 
the ERDF programme management. 
 
The decision to abolish all English RDAs (there were nine, one per NUTS Level 1 Region) had a 
great impact on Programme implementation. As the bridge provided by One North East 
disappeared, SME support entities had to intervene more actively in the process. On the one 
hand, they were called upon to provide their own matching funds; however, because of the 
limited availability of funds, further aggravated by the economic crisis, SME support entities 
experienced greater difficulty in matching ERDF funds and starting new projects. Compared to 
the past, they now have to provide a larger volume of their own financial resources in order to 
carry out projects. 
 
On the other hand, as business support organisations lost the assistance and backup 
previously granted by the Regional Development Agency, they became more exposed to ERDF 
application procedures and rules, something that was previously managed by One North East. 
The kind of support that One North East had given in the project generation phase was 
considered very important by SME support entities. It had helped in preparing solid 
applications, e.g. by ensuring alignment with the Programme’s priorities. One North East had 
also been guiding SME support entities through all the application process, by making available 
qualified staff to help SME support entities to understand application procedures and eligibility 
rules. One North East helped to put partners together and to develop region-wide and highly-
visible project ideas. Some interviewees highlighted that now the stimulus for potential 
partners to come together and generate joint and complex projects has decreased. As a result, 
projects tend to become more local, focused on a limited geographical area or city, and 
selective in the kind of support provided or eligibility criteria.  
 
SME support entities identify the general perception of complexity surrounding the use of SFs 
as a major issue discouraging SMEs from applying for funds. Uncertainty regarding the 
eligibility rules and application procedures force SME support entities to continuously ask the 
MA for clarification. Clarification is always provided, but sometimes it takes a long time to 
materialise. Additionally, the load of documentation requested as part of the application 
process requires the mobilisation of full time human resources and the allocation of 
considerable time. As highlighted by the SME support entities interviewed, while larger and 

 
160  Local Enterprise Partnerships bring together local authorities and businesses to promote and develop sustainable 

private sector growth and job creation.  
161  The Regional Growth Fund is a £2.4 billion fund operating across England from 2011 to 2015. Its objective is to 

support projects and programmes with significant potential for economic growth that can create additional and 
sustainable private sector employment. According to the stakeholders interviewed, so far in North East England 
there are no ongoing projects that benefit from Regional Growth Fund co-financing.  
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more experienced organisations are better equipped to deal with such administrative burdens, 
smaller ones find it much more difficult as they are generally less familiar with the procedures 
in place and have fewer resources at their disposal to dedicate to the preparation of the project 
proposal. The long time gap between the submission of the application and the award or 
refusal decision by the MA is also an issue that applicants find difficult to deal with.  
 
Large business support entities that are active across different regions experience further 
uncertainty and confusion when accessing SFs, arising from the different rules in place in one 
region and another. The differences involve, for example, the minimum size of a project, 
eligibility of expenditures relative to project management or the kind of details to be provided 
on the application form, and are due to different interpretations of the ERDF regulation. Since 
April 2012, after the disappearance of RDAs, some rules on eligible expenditure have been 
standardised by the MA, but some inconsistencies are still in place, particularly involving 
procurement and travel expenses accounting.  
 
Despite the difficulties in securing matching funds and dealing with the application process, the 
risk of not spending all the available ERDF money allocated to the Programme is limited and 
the MA is confident that all the funds are going to be committed and spent by the end of the 
programming period. According to the MA and the SME support entities, this is made possible 
by the higher number of projects generated by universities162 that compensate for the 
decreasing involvement of business support entities. The wider availability of human resources 
among these bodies compared to SME support entities makes project generation and 
application, as well as the subsequent project management, less cumbersome. Moreover, 
according to one SME support entity interviewed, the possibility granted to universities to 
cover 100% of overhead expenditure is an element that makes it easier for them to raise the 
co-financing needed to carry out the ERDF project. The involvement of universities, although 
legitimate, has been criticised by some business organisations. They claim that universities are 
mainly focused on promoting innovative products/processes and generating academic spin-offs 
with a limited capacity for, or interest in, reaching a wider spectrum of SMEs and meeting all of 
their needs. Additionally, the MA points out that great attention must be paid during the 
project selection process to ensure that project ideas developed by universities really favour 
SMEs, for example by intervening in sectors where there is a market failure, without displacing 
already existing businesses. 
 
On the other hand, the SMEs interviewed did not raise any issues regarding the involvement of 
universities. Moreover, they had not perceived greater difficulties in accessing EU funds since 
the abolition of One North East. Business support entities continue to act as IBs for SMEs. They 
put a lot of effort into informing SMEs of financing opportunities, encouraging them to 
generate project ideas and to apply for funds, helping them to draft the proposal and to 
quantify the expected outputs, interpret the ERDF regulatory requirements and, in general, 
reduce the administrative complexity. Both SMEs and support entities admit that those SMEs 
that have already benefitted from ERDF projects and developed closer relationships with 
support entities in the past are generally targeted with intense communication campaigns and 
receive more direct assistance. In contrast, SMEs that are less familiar with ERDF support have 
to screen a constellation of financing opportunities and they often have difficulty in finding 
what they need because the eligibility criteria are not clear. This increases their confusion and 
perplexity when approaching ERDF funds and if they do not readily find the kind of measure 
suitable to their needs and for which all eligible conditions are met, they tend to be 
discouraged from continuing the research.  
  

 
162  Between November 2007 and May 2012 universities benefitted from 19 ERDF projects out of a total of 116 (16% 

of the total). No figures are available to confirm that the number of projects granted to universities increased after 
the closure of the RDA.  
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As a result, SMEs that have never been involved in the ERDF programme and project cycle are 
faced with a higher barrier to accessing EU funds than their counterparts with more experience 
in this field and, hence, they are less likely to access ERDF support even in the future. 
Actually, a crucial factor for SME involvement is the availability of experienced human 
resources capable of producing sound project ideas and dealing with the application 
procedures. As already mentioned, the same difficulty is perceived by SME support entities. 
Lack of qualified human resources prevents both organisations and SMEs with little experience 
from accessing ERDF funding.  
 
Far fewer problems are experienced by SMEs and entrepreneurs that are interested in 
benefiting from venture capital in the form of equity or loans in order to start up a business. 
Investment companies in charge of fund management are responsible for information and 
communication activities regarding the financing opportunities for SMEs, for selecting the 
operations to be financed, and for setting up the monitoring system and the repayment 
strategy for the EIB loan. The partially overlapping scope of the seven JEREMIE-funded 
financial instruments and the targets set for the number of operations to be financed and for 
the loan repayment rate guarantee a certain level of competition among fund managers, who 
are stimulated to provide substantial information to SMEs about the investment tools available 
and to give adequate support for developing promising project ideas. In fact, fund managers 
behave as real business partners of SMEs, by helping them to develop strong project ideas and 
follow them through the entire project implementation phase. Entrepreneurs also receive great 
assistance from business angels, i.e. private individuals working with financing institutions (not 
only JEREMIE fund managers) and in charge of seeking promising project ideas worth 
financing.163 Angels help entrepreneurs to develop their own business ideas and to improve 
them so as to make them more attractive and profitable. In addition to the support provided 
by business angels, the managerial expertise of entrepreneurs is also a crucial factor in 
ensuring the generation of good projects, characterised by clear objectives and a robust 
business plan.  
 
When the idea is considered ready to be financed, an enquiry is submitted to the financing 
institutions managing the JEREMIE funds. SMEs find the application process for JEREMIE funds 
much clearer and less cumbersome than that for ERDF projects or other financing institutes, 
such as banks. The administrative burden is generally perceived as not excessive, legal 
documentation is standardised and the decision-making process is very fast (a decision is 
taken generally between one and four months from application). These factors encourage 
entrepreneurs to apply for JEREMIE funds.  

Implementation 
While the problems faced by SME support entities and SMEs in the project generation phase 
were considerable, the issues related to project management were perceived as even greater 
by the stakeholders involved. In fact, these difficulties are what keep most enterprises away 
from ERDF projects. SMEs are afraid of making mistakes that could compromise the project 
completion and cause a financial correction.  
 
The most problematic aspects perceived by all SMEs and SME support entities interviewed 
were the following: 
 

 
163  Business angels themselves can contribute to co-financing new business projects. They can either invest 

individually or they may choose to join an angel syndicate and thus invest through pooled resources with other 
like-minded investors. The angel community in the UK, represented by the UK Business Angels Association, is 
supported by strategic partners and sponsors representing key players in the financial community, i.e. the British 
Bankers Association, the Business Growth Fund, Capital for Enterprise Ltd, NESTA and Lloyds TBS Commercial. In 
North East England the Business Angels’ network is also supported by North East Access to Finance, the 
investment company in charge of managing the legacy of the various JEREMIE funds in the region.  
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 long time frame (usually several months) before the first tranche of expenditure is paid 
back by the MA;  

 setting up a functioning monitoring system, which is a task that requires time and 
experience; for this reason it represents an entry barrier to very small organisations 
and SMEs that have never worked with ERDF projects; 

 burden of administrative requirements for intermediate payments; 

 unclear accounting for eligible expenditure;  

 complex and time-consuming financial reporting; 

 heavy auditing rules;  

 post project requirements, which oblige the storing of expenditure evidence for ten 
years after project completion.  

At the project management stage the MA provides some help to SME support entities and 
through them to final recipient enterprises, mainly in terms of clarification of existing rules; 
but the burden of carrying out a project remains on whoever is actually responsible for it. The 
lack of time to deal with the administrative work required by the ERDF regulation usually 
forces SMEs to employ at least one new person, particularly when large projects are 
implemented.  
 
Another problem perceived by two SME support entities interviewed was the changing rules 
and administrative requirements. In this regard it should be pointed out that not all 
requirements currently in force come from ERDF regulations. Often when interpreting the rules 
provided by the European Commission, national and regional authorities impose additional 
burdens on the Cohesion Policy management system in order to fit the EC rules into the 
national/local regulatory framework. This happens especially with regard to financial reporting, 
claims for expenditure and auditing rules. Sometimes, the way rules are interpreted in North 
East England/UK is not consistent with other regions/Member States. When interpretation 
changes, maybe after clarification provided by the EU institutions, rules also change and this 
increases the confusion among SMEs, small business organisations and support bodies when 
coping with ERDF projects. Swifter communication from the MA informing stakeholders about 
changing regulations is advocated. Although the MA currently sends stakeholders a periodic 
newsletter about new rules, SME support entities do not consider it sufficiently informative.  
 
The administrative procedure involved in the implementation of JEREMIE-funded projects is 
smoother than for ERDF projects. After the financing decision is taken, money is disbursed 
very quickly, because funds are already allocated in North East Finance’s holding fund: in some 
cases SMEs are able to obtain financing only a month after project approval. The reporting 
system is not particularly cumbersome. Every three months SMEs are required to provide an 
up-to-date project business plan, a work agenda and an intermediate assessment of the 
degree of target achievement. One entrepreneur interviewed, who received equity to start up a 
business, even perceived these procedures as beneficial for the project itself, helping it to stay 
on track. The financial institutions are responsible for providing North East Finance with 
quarterly monitoring reports. They find this job quite time consuming but necessary to ensure 
the accountability of financed operations.  

Summary of the findings 
The field interviews that were carried out give a clear and precise view of the major difficulties 
encountered by SMEs and their support entities when dealing with ERDF programmes and 
projects. As illustrated in Figure A.7, two different stories can be told about the Cohesion Policy 
management cycle in North East England. While several problems were identified in the use of 
ERDF grants, financial engineering instruments appear to be very successful. No major issues 
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were reported by interviewed stakeholders in relation to the functioning of the seven funds of 
JEREMIE venture capital. The JEREMIE programme contributes greatly to the achievement of 
the North East England OP’s objective and represents an important opportunity for SMEs. The 
reasons for this success are i) the robust governance framework, which ensures clear division 
of responsibilities, strong and continuous support to SMEs and a fast decision-making process, 
and ii) the relatively manageable administrative requirements.  
 
Interviewed financial institutions and SMEs were so satisfied with the functioning and 
effectiveness of financial instruments that they would be in favour of substituting grants with 
these new forms of financial assistance. The MA, however, believes that it is crucial to continue 
complementing ERDF grants with loans and risk capital, so as to provide SMEs with a full range 
of support possibilities. Demand for grants will continue to come from certain types of 
enterprises, particularly the smallest ones that cannot afford the repayment of loans. For this 
reason, the two forms of financial assistance should both continue to be provided. 
 
Figure A.7. Main issues faced by SME support entities and SMEs with the North East 

England ERDF Programme and the JEREMIE initiative 
 

Managing Authority

North East Finance

SME support entities Financial institutions 
(Fund managers)

SMEs SMEs

JEREMIEERDF

 Difficulties in securing 
matching funds

 Uncertain eligibility rules
 Lack of time and qualified 

human resources
 Long timeframe for accepting 

or refusing applications
 Some inconsistencies between 

EU and national/regional 
requirements

No major 
issues 

identified

No major 
issues 

identified

 Difficulties in setting up a 
monitoring system

 Heavy financial reporting and 
administrative requirements for 
intermediate payments

 Complex accounting and 
auditing rules

 Post project requirements
 Timeframe to receive the first 

payment
 Changing rules
 Information barriers for entrant 

SMEs  

Source: Authors. 
 
The factors that explain the success of the financial engineering instruments (i.e. the 
governance framework and the level of administrative burden) are the same ones at the root 
of most of the problems concerning the management of ERDF grants within the regional ERDF 
Competitiveness Programme.  
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The institutional arrangement and division of work in place up to the beginning of 2012, 
consisting of the existence of One North East as the IB, was very effective. The government 
decision to abolish this agency generated significant problems for SME support entities, which 
particularly affect the project generation and management phases. In fact, these are the two 
phases in the Programming cycle where most issues were perceived by both SME support 
entities and SMEs. Without One North East’s public funds to match ERDF funds, the private 
sector has been required to provide a higher volume of its own resources to secure matching 
funds. However, because their co-financing capacity is limited, in the past months many 
business support entities have been less involved in the implementation of new projects and 
have become redundant. The present economic downturn further impacted their ability to raise 
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matching funds. Moreover, SME support entities are now more exposed to the administrative 
and bureaucratic complexity of both the application process and project implementation, 
particularly regarding the administrative documentation required to apply for funds and the 
reporting and auditing rules during project implementation, something that previously was 
mainly dealt with by the RDA. Because of the difficulties encountered in the project cycle, the 
Programme tends to benefit already well experienced organisations and universities that have 
greater availability of human resources. 
 
The programming phase, on the other hand, is not perceived as particularly problematic: the 
consultation process is considered adequate by SME support entities, the knowledge of the 
SME reality and specificities is good, and the identified priorities of intervention satisfactory. 
 
SME support entities and SMEs consider that the best way to encourage their involvement in 
the Cohesion Policy management cycle would be to simplify the existing procedures, 
particularly the financial reporting, auditing and administrative requirements for intermediate 
payments.  
 
Interestingly, the issues identified were not related to specific fields of action, but to the whole 
Programme under analysis. Also, interviewees pointed out that the same problems were 
perceived in other UK regions, which shared the perception and experience of complexity 
regarding SFs projects and agreed on the important role previously played by the RDAs in 
favouring SME support entities’ access to ERDF projects.  
 
In conclusion, it is worth stressing the role that the current economic crisis has played in the 
delivery of the North East England ERDF programme. The major impact caused by the crisis is 
the increased difficulty for SME support entities to find matching funds for ERDF projects. On 
the one hand, the government decision to abolish all RDAs came from the need to reduce 
national public expenditure to counteract the effects of the crisis. On the other, the economic 
recession further limited the SME support entities’ capability to co-finance new projects with 
their own resources.  
 
The crisis also affected the demand for financial engineering instruments. Due to the banks’ 
credit rationing, equity and concessional loans granted through the JEREMIE initiative attracted 
a large number of SMEs. In the case of microloans, in particular, demand was so high that the 
company managing the North East Microloan Fund did not have to implement any kind of 
communication campaign to attract SMEs. The crisis reduced the demand for financial 
engineering instruments supporting very large business investments (such as the JEREMIE 
Growth Fund), due to the fact that enterprises have become more risk averse and less willing 
to significantly expand their infrastructure or equipment.  
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WESTERN FINLAND 

Description of the OP 
Western Finland is based on strong urban centres with an entrepreneurial tradition and high-
tech skills, and the surrounding rural areas are characterised by a lack of skills. Metallurgy, 
technology, mechanical wood processing, and the forestry, energy, food and marine industries 
are well developed sectors. In Finland 99.7% of all enterprises are SMEs, employing fewer 
than 250 workers. Roughly 93% of Finnish companies have fewer than 10 employees. 
Although SMEs play a significant role in the Finnish economy, the proportion of entrepreneurs 
is below the EU and OECD averages.164 At the moment, the situation in the SME sector is not 
as rosy as it was during the pre-crisis period. The dynamism of the SME sector before the 
onset of the crisis was impressive. For instance, the number of jobs in SMEs increased by 24% 
in just four years. Such activity cannot be expected to continue in the current difficult 
economic circumstances. Nevertheless, Finland’s SME recovery is considerably stronger than 
that of the EU as a whole.165 Finland is a good example of a favourable SME environment. The 
country scores above the EU average for almost all noted indicators: entrepreneurship, second 
chance opportunities, burden of government regulation, responsive administration, access to 
finance, skills and innovation, resource efficiency and internationalisation. Finland spends more 
than a fifth (21.5%) of EU Regional funds on programmes fostering entrepreneurship and 
SMEs, while EU countries on average spend only half as much, i.e. 9.5%.166 
 
Figure A.8. The Western Finland NUTS 2 region  

   Source: Authors. 

 
The main challenges in this region stem from its higher than average unemployment rate, 
regional differences in demographic trends and also a lack of skilled labour in some sectors. 
The Western Finland OP is designed to promote sustainable regional development and to level 
the imbalances between Western Finland and other Finnish regions167. The main objectives of 
the Western Finland OP are to strengthen regional competitiveness, i.e. to develop the region 
of Western Finland into a uniform, balanced and internationally attractive region, and to reduce 

                                          
164  OECD (2012b). 
165  European Commission (2012c), http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-

review/files/countries-sheets/2012/finland_en.pdf  
166  Ibidem. 
167  Leverage for Western Finland from the EU. Structural Fund period 2007–2013. 
http://www.rakennerahastot.fi/rakennerahastot/tiedostot/esitteet/eakr_lansi_suomi_eng.pdf 
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unemployment in the region. In order to achieve these goals it is important to support 
economic development, entrepreneurship and to increase the creation of jobs and enterprises.  
 
The key targets of Western Finland OP are 9,800 new jobs, of which the share for women is 
3,920; 2,000 new enterprises, of which the share of enterprises run by women is 800; and 150 
new jobs in product development. By the end of 2010 2,752 new jobs were created and 107 
new enterprises were already established in the region of Western Finland.  
 
The activities in the Western Finland OP are divided into four priority axes (plus a fifth 
technical assistance priority): 

 Promotion of business; 

 Promotion of innovation and networking and strengthening of knowledge structures; 

 Improvement of the accessibility of areas and the operating environment; 

 Developing large urban areas.  

The OP’s total budget amounts to Euro 398.4 million. Table A.8 shows the financial allocation 
by Priority Axis.  
 
Table A.8. Breakdown of financing by Priority Axis (Euro) 

PRIORITY AXIS 
EU 

CONTRIBUTION 

NATIONAL 
PUBLIC 

CONTRIBUTION 

TOTAL PUBLIC 
CONTRIBUTION 

SHARE OF 
TOTAL 

FINANCING 
Promotion of 
business activity 

56,531,659 85,980,367 142,512,026 
35.8% 

Promotion of 
innovation activity 
and networking, and 
reinforcing 
knowledge 
structures 

62,568,034 95,161,236 157,729,270 

 
 

39.6% 

Improving regional 
accessibility and 
operational 
environments 

27,062,555 41,160,095 68,222,650 

 
17.1% 

Development of 
larger urban areas 

6,838,568 10,387,044 17,225,612 
4.3% 

Technical Assistance 6,375 034 6,375,034 12,750,068 3.2% 
Total 159,375,850 239,063,776 398,439,626 100% 

Source: Western Finland OP. 
 
Priority Axis No. 1 focuses directly on SMEs or groups of enterprises and receives more than 
35% of the total OP funding, corresponding to Euro 56.5 million. The funds are allocated in 
order to support the opportunities for enterprises to exploit innovations and turn them into 
products, or to introduce new environmental technology. Entrepreneurship, especially female 
entrepreneurship, is also indicated as one of the key activities supported. By the end of 2010 
about Euro 64 million of ERDF funds had been allocated to different projects under the Western 
Finland OP, which is the most important OP in Finland for analysing structural assistance to 
SMEs. 
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This case study analyses two Western Finland OP measures under Priority Axis 1, through 
which support to small and medium-sized companies is provided: ‘Investment aid’ and 
‘Business environment development’. They both contribute to the promotion of business 
activity, either by financing fixed asset investments in start-ups or by expanding or 
modernising firms, as per the former measure, or by providing services required by firms and 
promoting collaboration between firms and universities, as per the latter. Investment aid and 
business start-up support can be granted to an enterprise for financing fixed asset investments 
when the enterprise in question is starting business operations, expanding operations or 
modernising its fixed assets. Business environment development aid is a kind of state aid that 
is granted to entities that pursue actions improving the business operating environment. The 
prerequisite for such aid is the concentration and development of SMEs in the region.  
 
The institutional structure for the implementation of the Western Finland OP is complex. Every 
Priority usually has a distinct MA (i.e. different departments of the same ministry or different 
ministries). Regional Councils act as first level IBs. They are responsible for preparing regional 
development plans in cooperation with municipalities and other public and private actors. 
Regional Councils prepare the Regional Strategic Plan by providing the general regional policy 
framework based on regional political preferences. Once approved, Regional Councils design 
supporting implementation strategies and the regional programme, together with the general 
Regional Land Use Plan. Finally, Regional Councils prepare the related implementation plan, 
which includes indicative funding and actors. Regional Councils work for a more effective use 
of EU programmes to achieve cohesion and economic growth.  
 
Other stakeholders are the Centres for Economic Development, Transport and the Environment 
or ELY-centres. These bodies perform the functions of the second level IBs when allocating EU 
SFs to investment aid and business environment development aid (Priority Axis 1). The ELY-
centres are also involved in the planning and programming procedures. They provide their 
recommendations and suggestions for the OPs and other EU structural assistance-related 
documents. They are responsible for the project management, ensuring that project selection 
and implementation are in line with the requirements, evaluating project applications, setting 
the maximum admissible amount of EU assistance to be dedicated to the project and 
concluding the grant agreements. ELY-centres also provide some consultancy to the applicants 
and project implementers. An EU structural assistance grant for a project (which might be 
implemented in order to set up new enterprises, develop SMEs, promote female 
entrepreneurship, networking by SMEs, develop enterprises in creative sectors, produce and 
commercialise innovations, manage the changes of ownership and pursue subsequent 
development actions, as well as to increase the eco-efficiency and environmental awareness of 
enterprises) can be obtained from the ELY-centre. There are no calls for proposals, the 
application process is continuous.  
 
The Western Finland OP is not the only document regulating the use of EU funding in Finland. 
Another legal act is the Aid to Business Act that defines the forms of SME funding, the 
application rules and the general State aid provisions. The ERDF funding is planned and 
allocated following the Aid to Business Act. The Western Finland OP was drafted in accordance 
with this national legal act, which is applicable to all OPs.  

Analysis of the issues identified 
This section of the case study presents an in-depth analysis of the findings of the semi-
structured interviews. Some of the interviewees were from Satakunta, one of the seven 
Western Finnish sub-regions. They helped to explore the specificities of SMEs and their 
operating environment.  
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Programming 
Overall, this phase is not the most problematic from the point of view of the public authorities. 
The MA indicated the content of the OP as an important aspect for enhancing SMEs access to 
the EU SFs. A relatively good knowledge of the SME investment needs enabled the drafting of 
an OP that is well suited to the regional context.  
 
The main issues are related to the cooperation between the different actors involved in the 
implementation process of the Western Finland OP, which could be improved. The IB actually 
stressed that coordination between different authorities involved in EU OPs is important, since 
it enables them to see the specific problems encountered at different levels (e.g. national and 
regional). However, during this programming period, a number of authorities did not 
coordinate their actions as often as possible. 
 
The role of existing SME support entities in the programming phase is quite limited. Their more 
active role in the consultation process when drafting OPs would further improve their 
knowledge of the SME reality and understanding of SMEs’ needs.  

Access 
The more problematic phases were the generation of project ideas and the application for EU 
funding. Challenges arise not from a lack of project ideas, but from the inability to encapsulate 
project ideas in the form of a project application. Usually, the only professionals that do not 
face major problems in preparing an application are who already have experience in doing so. 
 
The lack of qualified human resources was identified as critical by all the stakeholders. SMEs 
comprise a small number of people and rarely have the necessary capacities, resources, or 
experience with EU SFs. SMEs also complain they do not have sufficient time resources or 
information about the financing opportunities, the OPs and other related aspects. This suggests 
that the communication and consultancy provided by the ELY-centre is not enough to steer 
SMEs closer to EU funds. Accessing relevant information on financing opportunities is also 
difficult because in most cases SMEs do not even know where to find the desired information. 
 
The burden of documentation required in the application process is excessive for micro and 
small enterprises. Moreover, the administrative burden involved in the management of EU 
funded projects makes these projects hard to manage by small enterprises. This is perceived 
as one of the most critical issues not only in the implementation phase (see next section), but 
also when SMEs have to decide whether or not to apply for EU funds. In fact, the business 
representative organisation interviewed indicated that most SMEs do not even attempt to 
apply since they are discouraged by the administrative requirements involved in the 
implementation phase.  
 
The scarcity of information about the eligibility of expenditure rules for EU projects generates 
some confusion among SMEs, who think that EU support can be allocated for financing typical 
business operations. Enterprises persist in including production costs or business trip expenses 
in the project budget. However, these costs are deemed ineligible. The representative from the 
second level IB indicated that the inadequate expectations of SMEs lead to frustration.  
 
Besides the lack of information, other problems with the eligibility requirements derive from 
the volatility of EU and national rules, more than from the existence of rules per se. The IBs 
often issue guidance notes on the implementation of the eligibility rules, but the continuous 
changes in regulations constitute a problem. The need to constantly monitor regulations in 
order to be aware of any change that has occurred requires time, which SMEs are not usually 
willing to allocate. 
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Another problem emerging when applying for EU funds is the forecasting of project results and 
the establishing of targets. The EU project indicators selected are not deemed to be SME-
oriented, as they are not suited to the way SMEs operate and perceive business results. In 
fact, while the projects’ results should be valued in terms of the number of jobs generated or 
employees safeguarded, the objective of SMEs is different, i.e. increasing turnover. The 
delegate from the business representative association saw the mismatch between the EU and 
SME views on the project’s targets as detrimental to the whole system. 
 
Receiving adequate assistance from business representative organisations or other support 
bodies constitutes a critical factor in tackling the lack of skills within SMEs. Some SMEs turn to 
support organisations for consultation and practical help. However, the number of SME support 
entities available in Western Finland is insufficient to address the needs of most SMEs. 
Stakeholders believe that the lack of support for SMEs when they are preparing their 
applications is the main obstacle during this phase. Therefore, they argue that it is essential to 
increase the number of these organisations so as to provide professional help to SMEs in 
accessing EU funds. 
 
Moreover, a larger number of SME support entities would create favourable conditions for the 
networking of SMEs. Although business representative associations stressed that they already 
provide networking and partnership services for their members, this is not deemed sufficient 
by the public authorities, which consider difficulties in finding partners to be among the major 
obstacles preventing SMEs from accessing SFs. From the perspective of the SMEs, especially 
micro-entities, other enterprises are perceived either as their competitors or as their suppliers 
and consequently they are not inclined to form partnerships.  
 
Another important aspect indicated by the public authorities, which could increase the 
participation of SMEs in the Cohesion Policy management cycle, is the possibility of cooperation 
among different SMEs from different regions. The ERDF programmes in Finland correspond to 
the four regions (Western Finland, Southern Finland, Eastern Finland and Northern Finland). 
Currently these OPs differ from one another and that makes it difficult for multiple SMEs from 
different regions to implement one project. In the upcoming 2014-2020 programming period 
this issue will be solved, as Finland will have only one common OP. 
 
Because of the lack of support, SMEs do not see EU funding as a tangible possibility to obtain 
resources for an investment. As a result, most of the EU funded projects benefitting SMEs are 
generated by the public sector (in particular universities, colleges, etc.) and business 
representative organisations. SMEs do not have professionals at their disposal that could 
generate suitable project ideas for the smallest enterprises. Hence, SMEs usually do not come 
up with ideas that could turn into projects: it is more a top-down approach, with the regional 
business representative organisations contacting their member enterprises and proposing 
ideas for prospective projects.  
 
As to the decision-making and project selection processes, these are perceived by small 
enterprises as complex and time-consuming, in the sense that the time span between the 
application and the financing decision is too long. Due to efficiency issues, SMEs may decide to 
implement the necessary changes using their own financial resources. Even from a financial 
perspective, EU projects are not particularly attractive. Given the small amount of ERDF 
funding, SMEs have to provide large shares of financing. Normally SMEs are required to co-
finance up to 60% of a subsidised project. These financial undertakings, especially in large 
scale projects, are substantial for SMEs, and sometimes they have difficulty in securing 
matching funds. Another important aspect is that there are no pre-financing opportunities: an 
enterprise has to incur at least 50% of all the project costs in order to obtain a payment from 
the second level IB. 
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What does not represent a problem is the digitalisation of procedures, which is quite developed 
and is planned to increase further. The ELY-centre introduced an online service whereby firms 
can apply for public loans and grants electronically. The competitive procurement of public 
contracts for the provision of goods, services and works is increasingly handled by electronic 
means. The system will speed up the procurement procedures and reduce bureaucracy for 
SMEs. 

Implementation 
The administrative burden involved in carrying out an EU funded project, which in the access 
phase represents a perception discouraging SMEs from applying for SFs co-financing, becomes 
a reality in the implementation phase.  
  
SMEs are not used to the bureaucratic formalities required by the national, regional and EU 
regulations. Several interviewees also indicated that SMEs have problems in complying with 
the publicity and administrative requirements since they are not always aware of the legal 
acts, rules and regulations regarding EU SFs, and, even when they read them, they cannot 
understand them.  
 
During project management, the lack of qualified human resources is a detrimental aspect. 
SMEs need as much help in implementing projects as they do in generating ideas or preparing 
applications. SMEs do not have sufficient human resources available; most of them are 
engaged in carrying out daily business operations and therefore cannot deal with the time 
consuming monitoring, financial reporting and auditing system required when implementing an 
EU funded project. 
  
The same opinion is shared by the MA, which emphasised that the importance of the project 
benefits to the daily operations of an SME are usually superseded by the excessive attention 
concentrated on the fulfilment of formal requirements, the achievement of the determined 
indicators and other bureaucratic issues.  
 
SME support entities would play a significant role in ensuring that EU structural assistance is 
more accessible to SMEs, by helping them to cope with all the procedures and rules in place. 
However, at the moment, only a minority of SMEs can rely on the EU assistance-related 
services that are provided by SME support entities, because of their limited number. 

Summary of the findings 
An analysis of the Western Finland OP measures shows that there is an insufficient number of 
SME support organisations. This represents the main weakness of the Cohesion Policy 
management system in Western Finland and one of the main reasons why SMEs have such 
great difficulty in both accessing and implementing EU funded projects. The lack of assistance 
makes it difficult even to find out about the EU funding access points and the opportunities 
that are offered by EU structural assistance.  
 
The most important aspect concerns the perception among SMEs of a trade-off between 
thoroughly complying with the various administrative requirements, keeping everything in 
strict order and achieving the maximum impact on the targets set ex-ante, and the real 
benefits for the supported enterprises. SMEs consider it important that the focus of EU 
assistance shifts from the mere enforcement of procedures (regarding, for instance, the 
evaluation system, the verification of expenses, the monitoring of the performance) to the 
maximisation of the benefits for SMEs. More simplification is also needed to make the EU 
funding attractive. 
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The access phase requires significant improvements, which are listed below. 
 

 Since it is acknowledged that the most successful projects are those that are well-
planned in advance, stakeholders consider it crucial, first and foremost, to overcome 
the lack of SME support organisations in the process of developing, applying for or 
implementing an EU funded project. 

 It is important that EU projects be more SME-driven, so that they are initiated and 
generated by SMEs themselves, rather than in reaction to the offer made by the public 
sector or business representative associations. 

 SMEs need to be better informed about the funding possibilities and be aware of the 
existence of informative websites.  

 SMEs should acquire practice, also with the help of SME support entities, in 
encapsulating an investment or business development idea into the form of a project 
application and translating it into the European “language” in order to adapt it to the 
Programme’s priorities and make it eligible for financing.   

 Even though there is a demand for EU funding, prospective project applicants do not 
devote sufficient time and thought to an analysis of the OP, the guidelines and/or the 
administrative requirements. This is mainly due to lack of human resources to be 
allocated to this kind of activity. 

 Reaching out to SMEs remains an issue, because enterprises are neither familiar with 
the EU funding regulations, nor aware of the existing possibilities. More communication 
should be provided by the IBs. 

 
An important external factor influencing SMEs’ access to SFs is the recent economic crisis, 
which is having a negative impact on the demand for EU funding. When faced with 
unfavourable financial conditions, SMEs tend to postpone their investments or development 
projects. From the perspective of the SMEs, there is a general feeling of insecurity and 
hesitation, which reduces their willingness to apply for OP financing. 
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Description of the OP 
In Germany 99.5% of all enterprises are SMEs, employing fewer than 250 people. However, 
compared to most other European Member States, the German SME sector is characterised by 
a larger share of small and medium-sized firms as opposed to micro firms. According to the 
German SBA Fact Sheet 2012, this feature can be largely explained by the large size of the 
country’s economy. Another important characteristic of Germany’s SME sector is the relative 
importance of high-tech manufacturing SMEs, far above the EU average. Indeed, 18% of 
German SMEs are engaged in high-tech activities as opposed to only 12% in the EU.168 SMEs 
in Germany account for 62.7% of employment in the business economy and produce 53.9% of 
the value added, which is lower than the EU averages of 67.4% and 58.1%, respectively. This 
is explained by the existence of a well-developed large firm sector.  
 
German SMEs have weathered the economic crisis much better than SMEs elsewhere in 
Europe. Indeed, according to the German SBA Fact Sheet 2012, since 2005 German SMEs 
have grown in terms of the number of SMEs, employment and gross value added. This positive 
trend was only temporary stemmed in 2008, at the beginning of the financial crisis.  
 
Germany is a good example of an environment conducive to SMEs. In fact, the country always 
scores above the EU average for almost all SBA indicators;169 in 2012 it was the top performer 
in the following areas: access to finance, skills and innovation, and resource efficiency.  
 
Saxony is an NUTS-1 region of the Federal Republic of Germany and like the majority of other 
Länder (states) located in the Eastern part of Germany, it is a convergence region. Saxony 
comprises three NUTS-2 regions, namely Dresden, Chemnitz and Leipzig. The first two are still 
convergence regions, whereas the last one became a phasing-out region for the period 2007-
2013.  
 
Figure A.9. The Saxony NUTS-1 region  

 Source: Authors. 

                                          
168  European Commission (2012d), available at:  http://ec.europa.eu/enterprise/policies/sme/facts-figures-

analysis/performance-review/files/countries-sheets/2012/germany_en.pdf 
169  Access to Finance, Skills & Innovation, Resource Efficiency, Second Chance, and Responsive Administration are 

indicators for which Germany is above the EU average. While, Think Small First and Entrepreneurship are the only 
two areas in which German is slightly below the EU average. 
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In Saxony SMEs are the backbone of the regional economy. In contrast to the western regions, 
Saxony, like the other eastern regions, is characterised by a significantly higher share of micro 
and small enterprises. In particular, SME orientation is very high in the R&D sector, where 
93% of all companies are SMEs.170 The key sectors of the Saxon economy are the automotive, 
microelectronics and machine-building industries.171 
 
Although the Saxon economy has been growing since the first half of the last decade and, 
unlike the other German convergence regions, it has already achieved higher export quotas, 
shares of industries and employed more highly-qualified workforce,172 it is still affected by 
structural characteristics caused by its socialist past and the economic shock and de-
industrialisation after German unification. Most of the regional firms, which are small and 
medium-sized, are facing the challenge of being integrated into international supply chains and 
markets, while big firms are mainly subsidiaries of multinational companies with headquarters 
in West Germany or other parts of the world.173 
 
The Saxony ERDF OP for 2007-2013 recognises these structural conditions and addresses the 
rates of capital and private R&D investments, which are lower than the German average 
(though higher than in other German convergence regions), particularly when compared to the 
regions in West Germany with high export quotas.174 
 
In general terms, the ERDF convergence OP seeks to stimulate and support innovative forces 
within the economy and society, to modernise the education and training infrastructure, to 
enhance the competitive position of Saxony's economy, to expand the transport infrastructure 
to cope with the demand placed upon it and to improve the infrastructure of Saxony in terms 
of the quality it can offer as a location for enterprises.175 
 
In particular, two out of six strategic priority axes176 within the OP directly address measures 
to overcome the above mentioned structural weaknesses of the region:  

 Priority Axis 1: Strengthening innovation, science and research 

 Priority Axis 3: Enhancing the competitiveness of the manufacturing economy 
 
Priority Axis 1 calls for a focus on knowledge-based fields through the development of 
innovative skills among enterprises in Saxony and the expansion of research and science 
facilities. More specifically, this is to be achieved through the funding of single-company R&D 
projects, joint R&D projects, technology transfer, providing risk capital for new technology 
companies, applied research projects and infrastructure, university infrastructure, e-business 
in SMEs and e-government.177 According to the evaluation study conducted by PWC et al. in 
2011, most of the projects supported within this axis had a budget of between Euro 50,000 
and Euro 500,000. Moreover, thanks to this axis, at the end of 2010 a total of 130 SMEs had 
been supported,178 23 jobs in private R&D created, and 381 jobs safeguarded. Finally, based 
on the observation that only 13% of the supported projects received 66% of the total budget, 

 
170 http://innovationsstrategie.sachsen.de/en/saxony-as-economic-region.html 
171 Technopolis (2012).  
172 Sächsisches Ministerium für Wirtschaft, Arbeit und Verkehr (2011). 
173 Institut für Wirtschaftsforschung Halle et al. (2011). 
174 Sächsisches Ministerium für Wirtschaft, Arbeit und Verkehr (2010). 
175 European Union (2007). 
176 Priority Axes: 1. Strengthening innovation, science and research; 2. Improvements in education and training 

infrastructure; 3. Enhancing the competitiveness of the manufacturing economy; 4. Improving the transport 
infrastructure; 5. Expansion and improvement of the infrastructure to permit durable economic growth; 6. 
Technical assistance.  

177 European Union (2007). 
178 Compared to the target indicator of 450 for the OP. 
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the evaluators of the study recommended prioritising support to SMEs or defining a cap for 
subsidies for single projects so as to achieve the intended broad support of regional SMEs.179 
 
Table A.9. Breakdown of financing by Priority Axis (Euro) 

PRIORITY AXIS 
EU 

CONTRIBUTION 

NATIONAL 

PUBLIC 

CONTRIBUTION 

TOTAL PUBLIC 

CONTRIBUTION 

SHARE OF 

TOTAL 

FINANCING 

Strengthening 
innovation, science 
and research 1,096,187,089  325,699,244 1,421,886,333 35.0%

Improvements in 
education and 
training 
infrastructure 235,680,127  77,840,340 313,520,467 7.7%

Enhancing the 
competitiveness of 
the manufacturing 
economy  600,559,583  195,449,896 796,009,479 19.6%

Improving the 
transport 
infrastructure  555,460,114  177,297,185 732,757,299 18.0%

Expansion and 
improvement of the 
infrastructure to 
permit durable 
economic growth  559,293,473  17, 040,462 737,333,935 18.2%

Technical Assistance  43,959,320  14,653,105 58,612,425 1.4%

Total  3,091,139,706  968,980,232 4,060,119,938 100% 

Source: Saxony OP. 
 
Priority Axis 2 calls for stimulation of the performance and productivity of the private sector 
and support for actions undertaken by enterprises, thus contributing to alleviating Saxony’s 
employment and growth problems. This is to be achieved by supporting single-enterprise 
investment and more business-oriented infrastructure as part of the joint federal 
government/Länder government responsibility "Improvement of the regional economic 
structure", by supporting business networks, market access and greater energy efficiency in 
SMEs and by rehabilitating former mining areas so that enterprises can settle there.180 
 
The Saxony case study focuses on two measures representing these two priorities: 

1. Financial support for single-company private R&D projects (Priority Axis 1) 
2. Financial support for single-enterprise private investments (Priority Axis 3) 

 
Both these measures support single firms and address SMEs as well as large firms (although 
the co-funding rates are higher for SMEs than for large firms in the case of financial support for 
investments). In this context, support for the innovative activities of large firms is also seen as 
a means of supporting SMEs since they might profit as suppliers. Moreover, although the 
measures are open for applications from large enterprises, the regional government’s intention 

                                          
179 PricewaterhouseCoopers, Entera (2011). 
180 European Union (2007). 
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to support SMEs is clear if one observes the indicators for evaluating the success of Priority 
Axes 1 and 3.   
 
The first measure, i.e. funding private R&D projects, received an important share of the total 
ERDF budget allocated to Priority Axis 1 (16.5% of Euro 1,096 million). However, in 2010 
during the second revision of the OP, this budget was reduced to 11% since the measure was 
considered difficult to implement because of the limited number of single-companies carrying 
out formal R&D181 and the complexity of the application and selection process for R&D 
projects.  
 
Within Priority Axis 3 the second measure addressed by this case study, i.e. support for single-
firm private investment, claims the lion’s share with Euro 499.5 million out of a total budget of 
Euro 600.56 million. By the end of 2009 46.9% of the budget measures had been granted and 
15.4% paid to beneficiaries.182 The OP set a target of supporting 950 SMEs, which was already 
almost achieved by the end of 2009 (909 SMEs already supported). Also, 10,491 new jobs 
were created by the financed projects, while 28,389 jobs were saved by the end of 2009.  
 
Because of its federal institutional structure, the management and implementation of SFs in 
Germany is wholly or partially devolved to the regional authorities, the Länder (states), which 
are legally responsible for regional development. Moreover, in Germany the implementation of 
SFs has been integrated as far as possible within the existing system and structure of regional 
policy administration.183 
 
The Saxony convergence OP is managed by the Ministry of Economy, Labour and Transport of 
Saxony. Then, there are First and Second level IBs that support the MA in managing priority 
axes and implementing measures. As regards the two measures addressed in this case study, 
the first level IB for “support single-company private R&D” is the Ministry of Science and Arts, 
while the Sächsische Aufbaubank (Regional Development Bank of Saxony) is the IB for 
“support single-enterprise private investment”. The Sächsische Aufbaubank is also the second 
level IB for “support single-company private R&D”. The Regional Development Bank of Saxony 
acts as a body not only providing information, but also managing project grants with the 
exception of those for large projects.  

Analysis of the issues identified 
This section of the case study presents the key findings of the desk research and semi-
structured interviews with the first level IBs, the SME support entities and two industrial firms 
that benefitted from the above mentioned support measures. It helps to explore the perception 
of EU funding and the issues related to the Cohesion Policy management cycle in Saxony.  

Programming 
Because of its institutional structure, the programming process in Germany is on two levels. 
On one hand, the Federal State of Germany is not directly involved in the regional OP process, 
but it has to coordinate the National Strategic Reference Framework for the EU SFs; on the 
other, the regional authorities (Länder) have to directly carry out the OP programming 
process. Therefore, two levels of consultation also exist.  

 
181 According to Marcel Bogers and Stéphane Lhuillery, investments to promote innovation may be of two types. They 

may be related to investments in R&D activities, which are carried out in formal R&D departments; alternatively, 
they may concern informal innovation, which does not come from R&D. Informal innovation generally includes 
design and engineering capabilities, acquisition of new technologies and technical information or know-how, 
organisational investment and change. SMEs, particularly micro and small businesses, typically carry out informal 
R&D. As a result, the indicators used for formal R&D innovation usually do not apply to them. This can become an 
issue with respect to R&D project selection criteria, as most of the SMEs may be not eligible for funding. 

182 PricewaterhouseCoopers (2010). 
183 Michie, R., Bachtler, J. (1996). 
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At Federal level, consultations with SME representatives are carried out. This is 
considered an important activity in order to acquire knowledge of the SME’s reality 
and of their specificities. For the 2007-2013 programming period the consultation process 
had a positive outcome thanks to the steady involvement of representatives from business 
associations and the chambers of commerce. Also at the regional level the programming 
process involves several consultations with partners such as business associations and 
chambers of commerce.184 However, at this level the most critical aspect for enhancing SMEs’ 
access to the EU SFs is considered the promotion of an active role for SME support 
entities. The representative of the MA indicated that this active role should be achieved by 
making these entities responsible for larger portions of the budget for projects.  
 
SMEs are not directly involved in the programming process at the Federal or at the regional 
level. They are only presented with the results of the process and they usually receive 
information on funding opportunities and find application forms on websites of bodies such as 
the Sächsische Aufbaubank, chambers of commerce or the MA. In general, in Saxony the 
communication of funding opportunities does not seem to be a critical aspect for SMEs.  
 
Overall, programming is not problematic in the opinion of the MA. However, the representative 
of the Federal government stressed that, in the future programming period, this phase could 
become more critical since measures will have to reserve specific quotas and foresee specific 
criteria for SMEs in order to enhance SFs’ efficiency. 

Access 
Project application and selection is a much more problematic phase. Here, challenges arise not 
because of a lack of project ideas, but from the inability to prepare application forms, 
especially those related to R&D projects, and the lack of transparency associated with the 
selection process. 
 
The most critical issue emphasised by all the interviewees is the perception of 
administrative burden, which stands out together with lack of time and, on same cases, of 
qualified human resources able to cope with European Funding opportunities. Indeed, by 
nature SMEs employ a small number of people and rarely have the necessary capacities, 
resources or experience to deal with the EU SFs. In general terms, the two firm 
representatives stated that the cumulative effect of scarce time and perceived administrative 
requirements is acceptable only if the expected support is sufficiently secure and attractive to 
compensate for the investment effort. The cumulative effect of lack of time and burdensome 
administrative requirements was also indicated as critical by the SME support entities and by 
the representatives of the federal and regional government. The representative of the regional 
business promotion agency indicated that, since small enterprises perceive the decision-
making and the project selection processes to be time-consuming and complex, often they do 
not even try to apply for funds. In fact, one firm benefitting from funding for investments even 
declared that since the access process was considered to be “too formalistic” and burdensome, 
it would not be applying for SFs in the future. 
 
An important finding of the interviews is that issues such as the difficulties in alignment 
with the objectives of the OP, the availability of information and the need for 
adequate support, are differently perceived depending on the kind of measure considered. 
For instance, the SME that took advantage of financial support for R&D investments faced 
problems in obtaining information and support and in adjusting the project to meet OP 
objectives and eligibility criteria as opposed to the firm that submitted the application for an 

 
184  For the OP ERDF Saxony, the SME support entities are not only involved in the programming process but they are 

also part of the Monitoring Committee, which has the task of verifying the effectiveness and quality of the 
implementation of the OP. 
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investment grant. Therefore, when the measure has a more standardised nature and 
application process, SMEs encounter fewer problems in developing applications. As a result, 
they also need less support than SMEs that deal with more complex measures such as those 
involving risky R&D investment projects.185 As a supplier of support, the chamber of commerce 
stressed the importance of its role in the discussion of project ideas or in the search for 
partners, especially to support SMEs investing in R&D. Regarding the importance of the SME 
support entities during the access phase, the representative of the firm dealing with the R&D 
project outlined that the reason for the lack of support for applicants is not a shortage of 
support entities or their lack of general experience with SFs, but it is their lack of experience 
with measures referring to R&D projects. The same firm representative stated that although 
they had been successful in obtaining EU funding, comparing their experiences with the SFs 
and with the National R&D programme, in future they will only apply for Federal R&D 
investment grants. 
 
In addition, the difficulty in securing matching funds is quite a critical issue underlined by 
almost all of the interviewees and particularly stressed by the representatives from the 
regional government and the SME support entities. The representatives of the chamber of 
commerce and of the regional government emphasised the lack of consistency in obligations 
for pre-financing and guarantees as very important hindrances for SMEs’ access to ERDF 
measures. The representatives of the chamber of commerce stressed, once again, that 
difficulties are greater for R&D firms since they face uncertainties in the market as well as in 
public support. 
 
As to the decision-making and project selection process, these are perceived by SMEs as 
unclear and time consuming. On one hand, the time span between application and the 
financing decision is too long, on the other, the selection process lacks of 
transparency. In this regard, the firm representatives stated that they felt abandoned in an 
unclear situation, where selection criteria were not transparent and without knowing how long 
the selection process would last. In particular, the beneficiary firm of Support for R&D 
investment stated that even after the award of the financing, they could not understand why 
their application had been successful and, more importantly, they didn’t know which criteria 
were decisive for awarding the financing, which is information that is essential for preparing 
future applications. 
 
What does not represent a problem is the digitalisation of procedures, which is developed and 
is planned to further increase. On this point, the representative of the Federal government 
stressed that the expected digitalisation might have a positive impact since it helps applicants 
to save time in preparing the applications. Furthermore, the time frame for the preparation of 
project applications does not seem to be an issue for applicants.  

Implementation 
The assessment of this phase varies a lot depending on the single interviewee. As far as 
beneficiaries are concerned, the firm engaged in R&D financing found that the most critical 
issue was the difficulty in accounting for eligible expenditure. This is, of course, linked to 
the lack of clarity about the application rules, detected in the previous phase. Instead, the firm 
that received support for investment stated that the most critical issues of this phase were the 
administrative requirements associated with interim payments, monitoring, 
reporting and auditing. In particular, the administrative burden is considered problematic 
due to the lack of time resources. Indeed, in most of SMEs the small number of employees 
engaged in daily business operations is not enough to deal with the time-consuming system of 
monitoring, financial reporting and auditing required when implementing an EU funded project. 

 
185  Actually, the beneficiary firm of the investment grant stated that it didn’t need any support for the generation of 

ideas or any additional information for the project as the application for an investment grant is standardised. 
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For instance, the beneficiary firm of the investment grant defined the administrative 
requirements of the project management stage as an “extreme” issue. 
 
The lack of time and human capital resources is considered quite a critical issue in the 
management of projects by the SME support entities, too. Moreover, from their perspective 
the long time frame between the notification of the award and the payment of the 
first tranche is the most critical issue of the implementation phase. This is especially true for 
the representative of the chamber of commerce who dealt with measures supporting R&D 
projects, which are typically subject to a higher level of financing uncertainty. From the point 
of view of the representative of the chamber of commerce, a medium degree of criticality is 
also associated with administrative requirements for interim payments, monitoring, reporting 
and auditing.186 
 
The MA did not perceive the same problems, but emphasised that the only critical issue of this 
phase was the management of consortia. Indeed, from its point of view, the compliance with 
the requirements on monitoring, reporting, auditing, evaluation and post-project rules are not 
critical issues for SMEs’ access to SFs. The MA attributed a medium level of criticality to the 
scarcity of time and qualified personnel as well as to requirements for intermediate payments 
and financial reporting. 
 
Finally, for all the interviewees the least critical issues of the implementation phase were the 
post-project requirements, including keeping the records.  

Summary of the findings 
The analysis of the Saxony ERDF OP shows that the perceived weaknesses of the Cohesion 
Fund Management Cycle differ both in relation to the measure under analysis and to the 
stakeholders involved. 
 
The most important aspect is that the more “traditional” measure, namely the investment 
grant, seems to be less critical for many stages of the project management cycle, in contrast 
to the measure concerning R&D. In particular, for the “traditional” measure the project 
generation, application and selection process seems easier to tackle from the point of view of 
both the beneficiaries and the SME support entities.  
 
The most critical issue of the CF Management Cycle associated with the measure dealing with 
investment grants is the classical trade-off between thoroughly complying with the various 
administrative requirements and the lack of resources, especially of time. As a result, from the 
point of view of SMEs, the most important incentive to enhance their participation in the 
programme is to increase the funding rate. 
 
Instead, for the more complex measure, namely that involving R&D financing, the most critical 
issues are related to inadequate support during the application phase and the lack of 
transparency in the selection process. Transparency is particularly hindered by a lack of 
explanation of concrete selection criteria and their weights. These concerns are also shared by 
the SME support entities and the representative of the MA. Therefore, for this kind of measure 
SMEs consider it important not only to increase the funding rate, but also to improve the 
support received during the application phase and the transparency of the selection process. 
 
Everything considered, all the firms represented agreed that the most urgent improvements to 
enhance the access of SMEs to SFs and to increase the effectiveness of the programme 
include: 

 
186 They score 3 in a 1-5 ranking of criticality.  
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 increasing transparency in the selection process 

 speeding-up the decision-making process 

 reducing the formal requirements during auditing and reporting. 
 
SME support entities are aware of their inability to promptly support SMEs applying for R&D 
financing measures. Thus, in order to make EU funds more effective, SME support entities 
stress the urgency of revising the selection stage. From their point of view, for R&D projects 
the long time frame between the application and the award reduces the competitiveness of 
applicants. As a result, for firms applying for R&D financing the immediate availability of 
funding is the most important issue since they face higher market risks. In this context, the 
representative from the Chamber Of Commerce suggested the introduction of an additional 
second grant for successful R&D projects to support the implementation of new products and 
processes. These grants should be dependent on the success of the initial project and be based 
on a short-track – faster – decision-making process, as all the responsible persons in the MA 
already know the relevant facts about the project. 
 
For the representative from the federal government, improvements to enhance the access of 
SMEs to SFs and to increase the effectiveness of the programme could include more 
transparency in the application processes and less demanding management requirements. In 
particular, the requirements for the SFs are considered by the regional and federal 
governments to be the major source of complexity in comparison to the national or regional 
requirements, which remained negligible. However, the importance of looking at the 
experiences with the upcoming changes in the next period was also stressed (digitalisation, 
consolidation to lump sums etc.). Finally, the representative from the regional government 
stated that it would be better for them to have more human resources dedicated to the 
management of the OP ERDF. 
 
Lastly it is worth mentioning that in Saxony the recent economic crisis seems to have had no 
negative influence on SMEs’ access to SFs. Indeed, faced with unfavourable financial 
conditions, the SMEs of Saxony, although reducing their investments, have strengthened their 
resolve to make investments and carry out research in order to gain market share and become 
more competitive. This almost positive impact of the crisis was confirmed by the SME support 
entities who observed that SME managers often do not look as systematically for new strategic 
options during boom times as they do in times of crisis. Of course, this should be understood 
against the background of a fast and strong recovery of the German and Saxon economies 
after 2009.  
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LITHUANIA 

Description of the OPs  
In Lithuania 99.8% of all enterprises are small and medium-sized companies. This shows the 
importance of SMEs as a driving force in the Lithuanian economy. SMEs account for 75.7% of 
employment in the business economy in Lithuania and produce 63.4% of the value added, 
which are higher than the EU averages (EU averages are 67.4% and 58.1%, respectively). 
However, the share of Lithuanian SMEs specialising in high-tech manufacturing or knowledge-
intensive services is much lower than in the EU.187 The growth of the Lithuanian economy and 
numerous initiatives implemented in Lithuania with a view to improving the business 
environment, encouraging the establishment of new jobs and increasing the productivity and 
activity of the labour force have facilitated an increase in employment. However, the level of 
entrepreneurship and the skills of Lithuanian SMEs’ human resources are still below the EU 
average. Currently, although the educational background of the employed population is 
relatively good, the shortage of skilled workers is becoming an obstacle to economic 
development, as is reflected by the low levels of entrepreneurship and SMEs’ innovation. 
Lithuanian SMEs are also slow in introducing process, product, marketing and organisational 
innovations.  
 
Figure A.10. Lithuania 

         Source: Authors 

 
Over recent years, the Ministry of Economy of the Republic of Lithuania, Enterprise Lithuania 
and the Lithuanian Business Support Agency have together initiated a number of projects 
encouraging entrepreneurship (e.g. “Staircase to Business”). The Ministry of Social Security 
and Labour adopted an Action Plan for the National Youth Policy Development Programme 
Implementation for 2011-2013 for the coordination of the activities among five regional “Youth 
entrepreneurship centres”. The Ministry of Economy also prepared an entrepreneurship 
promotion programme for the period 2011-2020. The Economic Growth OP, co-financed by the 
ERDF, and the Human Resources Development OP, co-financed by the ESF, both covering the 
2007-2013 programming period, represent two additional tools to improve the entrepreneurial 
environment in Lithuania.  
 

                                          
187  European Commission (2012e), available at http://ec.europa.eu/enterprise/policies/sme/facts-figures-

analysis/performance-review/files/countries-sheets/2012/lithuania_en.pdf 
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This case study focuses on two SME-related measures, one under the ERDF Economic Growth 
OP and one under the ESF Human Resources Development Programme. While the former 
relates to financial engineering instruments, the latter provides more traditional assistance in 
the form of non-refundable grants. The selected measures are: 

 ‘Improvement of the access to financing sources – Holding funds’, included in the ERDF 
OP under Priority Axis 2 aimed at ‘Increasing business productivity and improving the 
environment for business’. It consists of establishing several forms of assistance using 
financial engineering instruments, grouped within the INVEGA holding fund (co-financed 
through the ERDF and private investors) and the JEREMIE holding fund (co-financed 
also through the EIB).  

 ‘Improve adaptability of workers and enterprises to the needs of the market’, included 
in the Lithuanian ESF OP, under Priority Axis 1 ‘Quality employment and social 
inclusion’. It envisages actions targeting the objectives of improving human resources 
in enterprises and reconciling family and work commitments, by promoting flexibility 
combined with employment security, developing computer literacy skills, 
entrepreneurship and the redirection of the workforce from agriculture to other sectors. 

 
Total EU funding for the Economic Growth OP is around Euro 3.88 billion, of which an 
estimated Euro 1.14 billion was allocated to the SME-oriented priorities within Axes 1 and 2.  
 
Table A.10. Breakdown of financing per Priority Axis of the Economic Growth OP 

PRIORITY 
COMMUNITY 
FINANCING 

(EURO) 

NATIONAL 
PUBLIC 

CO-FINANCING 
(EURO) 

NATIONAL 
PRIVATE 

CO-FINANCING 
(EURO) 

TOTAL 
FINANCING 

(EURO) 

PERCENTAGE 
OF FINAN-

CING OUT OF 
THE TOTAL 

BUDGET 

1 - Research and 
development 
(R&D) for 
competitiveness 
and the growth of 
the economy 

677,549,282 77,727,835 115,693,831 870,970,948 22% 

2 - Increasing 
business 
productivity and 
improving the 
environment for 
business 

462,167,235 49,781,285 146,744,975 658,693,495 17% 

3 - Information 
society for all 

240,086,875 42,368,272 0 282,455,147 7% 

4 - Basic economic 
infrastructure 

586,758,740 78,124,697 77,566,529 742,449,966 19% 

5 - Development of 
Trans-European 
Transport Networks 

1,087,466,598 191,905,871 0 1,279,372,469 33% 

6 - Technical 
assistance 

44,824,795 7,910,258 0 52,735,053 1% 

Total 3,098,853,525 447,818,218 340,005,335 3,886,677,078 100% 

Source: Lithuania - OP 2007-2013: Economic Growth. 
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The strategic objective of the Economic Growth OP is to accelerate economic growth in the 
long term, reducing the development gap between Lithuania and the EU average. Over the 
period 2005-2007 the Lithuanian economy demonstrated high levels of growth, which were 
stimulated by increased domestic consumption and productivity. A number of Lithuanian 
economic sectors still rely on labour-intensive and low value-added technologies. Therefore, 
the Economic Growth OP seeks to boost productivity, particularly by creating favourable 
conditions for innovation and SMES, and to ensure closer cooperation between business and 
research, which would increase the share of high value-added businesses.  
 
The ‘Improvement of the access to financing sources for SMEs’ measure focuses on enhancing 
opportunities for SMEs to obtain external financing. The specific targets are:  

 to induce Euro 289 million of private investments through financial engineering 
measures by 2015; 

 to support 4,300 enterprises through financial engineering instruments by 2015.  
 
Based on the data available, at 31 August 2012 a total of 64.1% of all resources allocated to 
this priority had been paid to the project implementers.188 Two measures had been designed 
for the application of financial instruments: holding funds (JEREMIE, managed by the EIF and 
INVEGA) and a guarantee fund (managed by INVEGA). The different types of financial 
instruments made available to SMEs are illustrated in Figure A.11. This case study focused only 
on the two holding funds, which were the financial engineering instruments funded by the 
ERDF.189  
 
Figure A.11. Financial engineering measures 

Source: Authors. 

 
At the moment all of the established financial instruments are in operation. By the end of 2011 
the INVEGA holding fund had provided 262 new credits (of Euro 20.17 million in value) using 
the "Small Credit" and "Open Credit Fund” financial instruments.190 A reallocation of funds 
from the JEREMIE holding fund to the INVEGA holding fund was recently decided, because 
                                          
188  Monthly reports on usage of EU funds, Report of August 2012  http://www.esparama.lt/es_parama_pletra/failai/-

fm/failai/Ataskaitos/VP_lesu_isisav_bukle_iki_2012-08-31_esparama.xls 
189  http://ec.europa.eu/regional_policy/sources/docgener/evaluation/pdf/eval2007/expert_innovation/2012_-

synt_rep_lt.pdf  
190  Information obtained from the INVEGA annual activity report, which is available at: http://www.invega.lt/site/-

files/failai/Ataskaitos/INVEGA_finansine_ataskaita_uz_laikotarpi_pasibaigusi_2011_12_31.pdf 
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lio guarantees.   

INVEGA has now achieved sufficient experience in managing financial instruments and can 
thus take over more complex responsibilities.191 Moreover, while some of the financial 
instruments provided by INVEGA have already exceeded or are close to achieving the targets 
set ex-ante in terms of number of SMEs supported, the JEREMIE instrument is experiencing 
some difficulties, especially when implementing portfo
 
As to the ESF measure for SME personnel training, also covered in this case study, this is 
implemented in order to increase adaptability, entrepreneurship, manage different 
organisational issues, etc. It is included in the Human Resources Development OP, which aims 
to make the quality of human resources a driving factor in the economic development and 
international competitiveness of the country. The Human Resources Development OP has a 
total budget of Euro 1.1 billion, 40% of which was allocated to the implementation of Priority 
Axis 1, which includes the examined measure. According to the data at 31 August 2012, a total 
of 71.8% of all SFs allocated to this priority had been paid to the project implementers.192 The 
total amount of funds allocated to the implementation of the selected measure is Euro 50.02 
million. Approximately 75.5% of this amount was certified as eligible expenditure to be 
declared to the EC.193 
 
Table A.11. Breakdown of financing per Priority Axis of the OP for Human Resources 

Development 

PRIORITY 
EU 

FINANCING 

NATIONAL 
PUBLIC 

FINANCING 

NATIONAL 
PRIVATE 

FINANCING 

TOTAL 
FINANCING 

LEVEL OF 
TOTAL 

FINANCING 

1. High quality employment 
and social coverage 

372,652,105 3,765,060 62,210,380 438,627,545 40% 

2. Life-long learning 254,645,605 44,937,460 0 299,583,065 27% 

3. Enhancement of 
researchers’ capacities 

118,006,500 7,240,500 13.612.141 138,859,141 13% 

4. Development of 
administrative competence 
and improvement of 
efficiency of the public 
administration  

169,387,321 29,891,880 0 199,279,201 18% 

5. Technical assistance in 
implementing the OP for 
the Development of Human 
Resources 

20,326,478 3,587,026 0 23,913,504 2% 

TOTAL 935,018,009 89,421,926 75,822,521 1,100,262,456 100% 

 
Overall, the Human Resources Development OP provides support for capacity-building 
projects. Its objective is to increase the economic activity and employment of the population 
and to promote the creation of quality jobs. Moreover, it also aims to ensure possibilities of 
engaging in lifelong learning, increasing the potential and capacity of Lithuania’s research and 
technological development sector and building public administration capacities. The specific 
targets for the measure analysed are:  

1. Application of acquired knowledge and skills in the workplace six months after training 
(target value for 2015 is 75%);  

                                          
191  Information obtained from an interview with the IB and the EIF representative in Lithuania. 
192  Monthly reports on the usage of EU funds, Report of August 2012  http://www.esparama.lt/es_parama_pletra/-

failai/fm/failai/Ataskaitos/VP_lesu_isisav_bukle_iki_2012-08-31_esparama.xls 
193  Statistical data on the absorption of EU funds: http://www.esparama.lt/2007-

2013/en/statistics?program=VP1&date_to=2013.01.01&measure=VP1-1.1-SADM-01-K&program_priority=VP1-
1&intermediate_institution=&implementing_institution=  

http://www.esparama.lt/es_parama_pletra/-failai/fm/failai/Ataskaitos/VP_lesu_isisav_bukle_iki_2012-08-31_esparama.xls
http://www.esparama.lt/es_parama_pletra/-failai/fm/failai/Ataskaitos/VP_lesu_isisav_bukle_iki_2012-08-31_esparama.xls
http://www.esparama.lt/2007-2013/en/statistics?program=VP1&date_to=2013.01.01&measure=VP1-1.1-SADM-01-K&program_priority=VP1-1&intermediate_institution=&implementing_institution
http://www.esparama.lt/2007-2013/en/statistics?program=VP1&date_to=2013.01.01&measure=VP1-1.1-SADM-01-K&program_priority=VP1-1&intermediate_institution=&implementing_institution
http://www.esparama.lt/2007-2013/en/statistics?program=VP1&date_to=2013.01.01&measure=VP1-1.1-SADM-01-K&program_priority=VP1-1&intermediate_institution=&implementing_institution
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2. Number of participants who successfully completed training (qualification acquired or 
informal training received) (target value for 2015 is 180,000 participants);  

3. Share of all companies that organise continuous training (target value for 2015 is 
60%); of which SMEs (target value for 2015 is 80%);  

4. Number of persons who participated in training (target value for 2015 is 200,000 
persons);  

5. Share of participants in training that led to a professional qualification, or raised the 
level of specific professional knowledge and skills (target value for 2015 is 120,000 
persons).   

 
The “Development of Human Resources in Enterprises” measure is not specifically dedicated to 
SMEs. However, according to the Human Resources Development OP, 80% of all funded 
enterprises under this measure must be SMEs. 
 
The administrative system of the OPs includes two levels of IBs. The role of first and second 
level IBs is described in Table A.11. Other stakeholders involved in the OP’s governance 
framework are the holding fund managers (INVEGA and EIF) and the financial intermediaries, 
i.e. financial institutions that implement financial instruments.  
 
Table A.12. Administrative system for EU financial assistance under the Economic 

Growth OP and the Human Resources Development OP 

FUNCTIONS NAME OF THE INSTITUTION DESCRIPTION 

1st level IB (Economic 
Growth OP) 

Ministry of Economy 

Ministry of Education and Science 

Information society development 
committee under the Ministry of 
Transport and Communications 

Ministry of Transport and 
Communications 

1st level IB (Human 
Resources Development 
OP) 

Ministry of Social Security and 
Labour 

Ministry of Education and Science 

Ministry of Interior 

The IB is responsible for the planning and 
the use of funds for specific sectors of the 
economy, as well as for preparing the OP 
Complements and establishing the 
assistance utilisation priorities and 
selection criteria. The IB develops 
guidelines for the applicants for 
assistance, establishes the call for tender 
conditions and sets the amounts of funds 
for a particular call. 

2nd level IB (Economic 
Growth OP) 

Central Project Management 
Agency 

INVEGA 

Lithuanian Business Support 
Agency 

Agency for Science, Innovation 
and Technology 

Transport Investment Directorate  

2nd level IBs (Human 
Resources Development 
OP) 

European Social Fund Agency 

Research Council of Lithuania 

Second level IBs administer the OPs. The 
agencies are responsible for the project 
administration: ensuring that project 
selection and implementation are in line 
with the requirements, announcing calls 
for tenders, evaluating them, setting the 
maximum admissible amount of EU 
assistance to be designated to the project 
and concluding the grant agreements. 
Second level IBs also provide consultancy 
to the project promoters and beneficiaries. 

Source: Authors. 
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Analysis of the issues identified 
This section outlines the key findings on the issues faced by SMEs related to SFs, which were 
based on desk research and semi-structured interviews with the MA, the IBs, the holding fund 
manager and financial intermediaries. The problem analysis is presented considering two 
different OPs and distinct phases of the CP programme management cycle.  
 
Programming 
This phase of the programme management cycle is recognised as quite significant by SME 
representative bodies as well as by public authorities. The MA indicated strategic aspects, such 
as the coordination between different programmes and funds, as the most important to 
maximise the benefits provided to SMEs by the SFs; at the moment the coordination is 
deemed to be insufficient. The IB emphasised consultation with SMEs and knowledge about 
their reality as the most important factors in ensuring their access to SFs.  
 
During the programming period of the Human Resources Development OP, public authorities 
consulted different stakeholders and interest groups (e.g. SME representative bodies). In the 
interviewees’ opinion, this aspect positively affected the public authorities’ knowledge of the 
SME reality and helped in designing a programme well suited to SMEs’ needs. Nevertheless, a 
representative from the sector suggested that further attention must be devoted to identifying 
the most suitable and appropriate financial support for SMEs. 
 
As regards the financial engineering instruments, the European Court of Auditors in its Special 
Report No. 2 “Financial instruments for SMEs. Co-financed by the European Regional 
Development Fund 2012” stated that there is a of lack specific requirements concerning the 
use of gap assessments at the OP level. Stakeholders claim that a market assessment was 
carried out, but without properly consulting all the stakeholders involved, particularly the 
financial intermediaries and various SME interest groups and networks. Their involvement 
would have contributed to a more accurate evaluation of the financial markets, so as to 
optimise the size and quality of the supply of SME finance,194 and would probably have 
ensured the satisfaction of all SME financing needs. Instead, according to the interviewees, 
demand for products promoting venture capital development, especially at the pre-seed stage, 
and for micro-credits still remains unsatisfied. Moreover, none of the gap assessments 
analysed established a link with the ERDF OPs. In Lithuania the gap assessment was indicated 
as meaningful only by those interviewees who directly engaged in these assessments, i.e. the 
MA, the IB and the holding fund manage
 
Another issue raised in this regard was that, due to rapid market changes, gap assessments 
lose their relevance during the implementation of financial engineering measures. Probably 
because of the economic crisis, the demand for small credit instruments from the INVEGA fund 
turned out to be much greater than anticipated. In order to satisfy this demand and due to the 
relatively lower demand for some JEREMIE products, Euro 40 million was removed from the 
JEREMIE fund and reallocated to the INVEGA holding fund. This reallocation was supported by 
the public authorities who perceive INVEGA as sufficiently experienced and ready to take over 
some of the EIF’s responsibilities in managing EU funds. 
 
Some interviewees pointed out that the definition of SMEs, according to which eligible 
enterprises are identified, may pose problems for the financial intermediaries. An example was 
given from a venture capital fund perspective: according to the financial indicators an 
enterprise qualifies as a micro or small enterprise, however, due to the considerable number of 

 
194 European Court of Auditors (2012). 
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employees, which exceeds 250, this enterprise cannot be classified as an SME and therefore no 
investments can be made.  
 
In addition to the financial context, the existing legal framework should also be considered in 
the programming phase, as it may support or hamper the implementation of innovative 
financial instruments. At first the legal framework in Lithuania was not suited to the 
implementation of financial instruments such as venture capital funds. For example, the 
taxation environment was unfavourable to the establishment of venture capital funds; the 
regulations regarding private equity and venture capital funds were unclear; the limitations of 
the investor’s responsibility were not explicit. The adjustment process of the national legal act 
was defined as time consuming, but eventually ensured the existence of a coherent basis for 
financial engineering instruments. What is still missing in Lithuania, however, is the legal base 
for the development of business angels’ activities. These actors, who already exist in many EU 
Member States, could provide significant assistance to SMEs when generating their project 
ideas.  
 
The choice of institutions in charge of governing the financial instruments is also considered 
very important. By ensuring the widest possible range of financial institutions providing 
financial products, SMEs can better access funding without having to change their daily 
financial service providers. The selection of the holding fund manager also plays an important 
role in attracting private investors. According to the financial intermediaries, if a holding fund 
is managed by an inexperienced and unfamiliar organisation, private investors will refuse to 
invest their money. Financial intermediaries did not encounter problems when trying to secure 
the necessary private funds for EIF controlled financial engineering measures.  
 

Access 
For the ESF measure several issues were mentioned by interviewees regarding the project idea 
generation and the application process for EU financing. The most relevant one is the lack of 
qualified human resources in SMEs, which limits accessibility to EU funds. SMEs usually 
comprise very few people and available human resources often lack any specific experience of 
SFs. Many interviewees commented on the poor quality of the project applications, which often 
lack the supporting documentation requested or a cost justification and contain technical form-
filling mistakes. Applications also show that most SMEs are short of good and innovative 
project ideas. 
 
Generally speaking, information on financing opportunities is easy to access (e.g. there is one 
Internet website providing all the relevant information), but difficult to understand and apply. 
Access to information and the provision of adequate support should be improved in order to 
help SMEs to deal with application procedures and more easily access EU funds. For a small 
enterprise it might be very difficult to navigate through the large amount of strategic 
documentation at different levels (the national development programmes, the OPs, the funding 
rules, the recommendations on cost eligibility, etc.). An SME has to read reams of legal acts, 
strategic documents, rules, requirements and form-filling instructions in order to ensure that 
the project idea generated is in compliance with the main funding conditions. Multiple 
regulations, influencing the amount of documentation requested, are imposed by the EU or the 
Lithuanian legal system and therefore cannot be omitted. However, those who have previous 
application experience can more effectively tackle all the issues related to eligibility rules and 
requirements. One possible way to reduce the administrative burden is to improve 
digitalisation. A comparison with Lithuania’s central public procurement system was given, 
where all of the documentation can be scanned, electronically submitted and signed with a 
secure e-signature. The same procedures can be applied to the EU structural assistance data 
exchange system. 
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The growing importance of the perception of the administrative burden in the implementation 
phase has been emphasised as relevant in the access phase, too: some SMEs anticipate that 
administrative costs will exceed the expected benefits of the project and as a result do not 
even attempt to apply for EU funding.  
 
In accessing the JEREMIE and INVEGA holding funds application procedures are considered 
cumbersome and eligibility requirements either too vague or difficult to understand. 
Interviewees stressed that, although the lower interest rate of EU subsidised financial 
instruments makes these funds more attractive than other existing national funds for which an 
EU subsidy is not given, the insufficient clarity of EU regulations on financial engineering poses 
a problem. The regulations, which are issued by the EC, are of general nature (for example, 
the application of Art. 7 of Regulation (EC) 1080/2006 of the European Parliament and of the 
Council of 5 July 2006 on the European Regional Development Fund and repealing Regulation 
(EC) 1783/1999, regarding the eligibility of expenditure) and cause difficulties when financial 
engineering measures are to be implemented in practice. The COCOF guidance notes are 
issued in the midst of implementation and often raise questions of applicability (i.e. are they 
binding legal documents or not?). Moreover, the guidance notes are not sufficiently detailed, 
i.e. specific and clear applicability conditions are not described. These issues create ambiguous 
situations, when the previously applied practice suddenly becomes inadequate, e.g. after the 
EC provides an explanation of the applicable implementation rules, some expenditure 
(previously deemed eligible) may become ineligible. The opposite occurred with working 
capital, a previously non-eligible expenditure that has only recently been admitted as an 
eligible one, although eligibility conditions are still considered vague. According to the ECB’s 
latest report on SMEs’ access to finance in the EU, external financing needs for working capital 
did not decrease this year.195 
 
The time span between the submission of the application and the award or refusal decision is 
considered too long for both the ESF Programme and the ERDF holding funds measure. In the 
case of the ESF measure, a fast decision process is important because demand for financing 
and training by SMEs changes rapidly and a project proposal may become irrelevant before the 
proposal is accepted. Even for some new financial instruments the deployment time is 
considered too long, thus making the instruments less attractive.  
 

Implementation 
The lack of qualified human resources is identified as the most problematic aspect in this phase 
of the CP management cycle, too. Having qualified project management personnel is 
considered very important to avoid the risk of multiple disruptions in the project management 
process. Having employees with public procurement experience is critical for SMEs because 
irregularities in this area can lead to financial sanctions.196 What impedes SMEs from having 
enough skilled resources is also the very high staff turnover. In addition to preventing the firm 
from developing in-house competences that could favour long-term project implementation, 
this aspect also negatively affects the project indicators, with special reference to the number 
of jobs created and safeguarded.  
  

 
195  The European Central Bank, Survey on the access to finance of SMEs in the Euro area. 

http://www.ecb.int/pub/pdf/other/accesstofinancesmallmediumsizedenterprises201211en.pdf?483e4565180fad98
28380de3f571df57 

196  A favoured legislation is in place for new enterprises that commit irregularities during their first year of economic 
activity. On 14 September 2011 nine public authorities responsible for the supervision of business activities in 
Lithuania signed a Declaration on the First Business Year. They agreed not to punish businesses (including SMEs) 
in Lithuania if any irregularities are committed. Instead of sanctioning, the public authorities are adopting a 
consultation process. Business entities are given a sufficient amount of time to deal with the identified 
infringements. Sanctions (fines, activity restrictions, etc.) are measures to be used as a last resort.  
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SMEs would benefit from assistance from SME support entities even in the implementation 
phase. In some cases, however, the quality of the support provided by second level IBs should 
be improved. Given the fact that more than one person within the IB is generally involved in 
the administration of a project, SMEs have to contact between three and five employees every 
time they need assistance. It might become problematic when the opinions of different 
employees do not match. In fact, the one-stop-shop principle was emphasised as an efficient 
way to solve this inconvenience.  
 
The representative from the MA stated that the excessive administrative burden (financial 
reporting, auditing, target monitoring, storage of documentation, publicity requirements, etc.) 
is a critical issue. Accounting for eligible expenditure of the ESF Programme is also seen as an 
issue for SMEs. One solution might be to simplify the rules (e.g. standard scales of unit costs, 
flat rates, etc.).  
 
From the point of view of the public authorities, the administrative burden is again a problem 
in the case of financial instruments. In fact, the MA, the IB and the state owned holding fund 
manager all criticised the excessive publicity and documentation storage requirements that are 
a legacy of the grant system and that could make EU funded loans less attractive. It is 
important to highlight that private sector representatives were of the opposite opinion: EU 
funded financial engineering does not impose an additional administrative burden on either the 
SMEs, or the financial intermediaries. The requirements for publicity are not considered as a 
serious cost imposing feature. 

Summary 
Since the measures analysed are different, the findings of this case study can be divided into 
two sets – the first is related to financial instruments, the second to ESF measures. The 
analysis showed that the variety of financial instruments and the wide range of available 
financial intermediaries were sufficient and adequate. Also thanks to the holding funds 
established within the Economic Growth OP, Lithuania today benefits from sufficient financing 
opportunities and overall state aid availability. The scores given for the willingness of banks to 
provide loans and access to financial support (including guarantees) were markedly higher 
than the EU average.197 However, there are still a few issues. Firstly, financial intermediaries 
were not involved in the gap assessment process. Their engagement would benefit in 
addressing the needs of SMEs more accurately. Secondly, the EU financial engineering 
regulations are not sufficiently detailed. It is essential that guidance notes provide enough 
information on the operation of the financial instruments and their efficient management. 
Thirdly, the opinions of different stakeholders differ on the subject of the administrative, 
publicity and documentation storage requirements. The public authorities see it as an 
additional burden, whereas SMEs and financial intermediaries do not. 
 
The analysis of the ESF funded measures for SMEs showed that grant administration costs may 
exceed the prospective benefits of the project implementation and therefore this type of 
assistance is deemed more suitable for the larger enterprises. The administrative burden is one 
of the critical aspects. There are numerous administrative regulations at the EU level and at 
the national level (e.g. the financial accountability rules) and therefore they cannot be 
discarded. Providing sufficient and qualified human resources during the preparation and 
project implementation phases is a critical aspect in ensuring SMEs’ access to EU SFs. This 
issue can be addressed by a more active engagement and guidance of the business support 
entities and the second level IBs. 
 

 
197  European Commission (2012e), available at http://ec.europa.eu/enterprise/policies/sme/facts-figures-

analysis/performance-review/files/countries-sheets/2012/lithuania_en.pdf 

http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/files/countries-sheets/2012/lithuania_en.pdf
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/files/countries-sheets/2012/lithuania_en.pdf
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It is worth highlighting that, in relation to SMEs’ lack of skills, the Ministry of Economy is 
running the “Business ABC” project whose main objective is to ensure the availability of free 
consulting, training and information services to entrepreneurs in Lithuania.198 With a view to 
further improving the business environment, the Ministry of Economy is reforming the business 
supervisory institutions, aiming to reduce the national administrative burden on business, by 
ensuring that the supervisory requirements are understandable, easy and convenient to 
access.199 
 
One external factor – the recent economic crisis – has negatively affected those Lithuanian 
SMEs that had already received EU funding. With the advent of crisis, many SMEs became 
unable to fulfil their commitments embedded in the funding agreements (especially related to 
the project indicators and targets). Failure to achieve these indicators results in financial 
reductions for the SMEs. Moreover, it became harder for SMEs to secure the matching funds 
for EU co-financed projects. In this case, financial instruments could, in principle, operate as a 
buffer. Combining grants and financial instruments is a critical aspect from the SME 
perspective, while it would allow enterprises to co-finance grant projects using loans and 
guarantees. However, state aid rules make it a very complicated scheme. This limitation turns 
grants and financial instruments into competing forms of financial assistance. As clearly 
explained in the Applica and ISMERI Europa evaluation report (2012):200  
 
“While current EU regulations201 allow preferential loans, guarantees and grants to be 
combined, the present interpretation of them makes it virtually impossible to do so: the EC has 
stated202 that the three operations should not co-finance the same expenditure, and in all 
situations, at final maturity of the loan, the total reimbursements made by the borrower should 
be at least equal to the principal borrowed. At the same time, the EC has also stipulated 
additional requirements for grants and Financial Engineering Instruments (FEIs) to be 
combined: grants and loans need to originate in different operations or priority axes of the OP 
and to be separately accounted for and documented. Although grants and loans may finance 
the same project, grants cannot be extended to write-off loans. In the view of the officials 
responsible,203 this interpretation narrows down the use of FEIs, increases the burden of SF 
administration and contradicts the earlier message from the EC. […] The new interpretation 
could punish countries like Lithuania that were the first to follow the invitation of the EC to use 
FEIs more widely as a means of mitigating the effects of the financial crisis”. 
 
In the comparison between financial instruments and grants, there is a recurrent opinion that 
the former are a more suitable type of assistance for SMEs than the latter. Financial 
instruments are favoured in virtue of several advantages, the most important of which is the 
possibility of reutilising the legacy funds: financial engineering funds are not simply consumed, 
but they are recycled and used again. Secondly, financial engineering tools are not considered 
to distort market competition like subsidies do. However, compared to grants, SMEs perceive 
financial instruments as assistance with additional financial obligations, which make them more 
risky.  
 

 
198  Ibidem. Identification of restrictions for effective operation of small and medium-sized enterprises and their coping 

strategy. Research paper by R. Jasinavičius et al. following a request by the Ministry of Economy. 
 http://www.ukmin.lt/uploads/documents/imported/lt/svv/doc/Saknines%20problemos/Saknines%20problemos.pdf  
199  Information provided by the Ministry of Economy of the Republic of Lithuania 

http://www.ukmin.lt/web/en/business_environment 
200  http://ec.europa.eu/regional_policy/sources/docgener/evaluation/pdf/eval2007/expert_innovation/2012_synt-

_rep_lt.pdf 
201  European Commission Regulation 1083/2006 and European Commission (2011b).  
202  The response of DG REGIO and DG EMPL of 5 May 2011 to the Lithuanian authorities.  
203  Interview with INVEGA Acting Managing Director, 16 April 2012 and other representatives of the Ministry of 

Finance. 18 January 2012. 

http://www.ukmin.lt/uploads/documents/imported/lt/svv/doc/Saknines%20problemos/Saknines%20problemos.pdf
http://www.ukmin.lt/uploads/documents/imported/lt/svv/doc/Saknines%20problemos/Saknines%20problemos.pdf
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Even if the common perception is that grants are a less risky and more easily obtainable form 
of financial support, small businesses tend not to submit applications for grants because they 
are not capable of implementing large-scale projects, and the cost of administering small 
projects exceeds the expected benefits, given the high administrative burden and limited 
human resources available in SMEs.   
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ROMANIA  

Description of the OP 
SMEs prevail in the Romanian economy:204 they make up over 99% of the total number of 
active enterprises and contribute substantially to both GDP and employment. According to size, 
87% of SMEs are micro-enterprises, 11% are small enterprises and only 2% are medium-sized 
companies.  
 
The general objective of the "Increasing Economic Competitiveness" OP 2007-2013 is to 
contribute to increasing the competitiveness of Romanian enterprises and to reducing the 
productivity gap between Romania and the EU, by applying the principles of sustainable 
development. The programme has a budget of 12.6 billion lei (Euro 3.01 billion) for the whole 
programming period, which equals 13.3% of the allocation of the Romanian National Strategic 
Reference Framework (NSRF).  
 
Table A.13. Breakdown of financing by Priority Axis (Euro) 

PRIORITY AXIS EU 
CONTRIBUTION 

NATIONAL 
PUBLIC 

CONTRIBUTION 

TOTAL PUBLIC 
CONTRIBUTION 

SHARE OF 
TOTAL 

FINANCING 

An innovative and eco-

efficient productive 

system 

 928,651,290  151,175,785 1,079,827,075 35.9% 

Research, 

Technological 

Development and 

Innovation for 

Competitiveness 

 536,395,116  109,864,060 646,259,176 21.5% 

ICT for private and 

public sectors 
 383,170,104  86,265,570 469,435,674 15.6% 

Increasing energy 

efficiency and security 

of supply, in the 

context of combating 

climate change 

 638,475,370  87,064,824 725,540,194 24.1% 

Technical Assistance  67,530,229  22,510,078 90,040,307 3.0% 

Total  2,554,222,109  456,880,317 3,011,102,426 100.0% 

Source: Increasing Economic Competitiveness OP. 
 
The “Increasing Economic Competitiveness” OP is structured into five Priority Axes, as follows:  

 Priority Axis 1 - conceived to support productive investments, with an allocation of 36% 
of the programme budget; 

 Priority Axis 2 - designed to support research and development in order to boost 
competitiveness, with an allocation of 21% of the programme budget; 

 Priority Axis 3 - created to promote the information society, with 16% of the total 
budget; 

                                          
204  Annual Report on the SME sector in Romania, 2010, Evolutions between Difficulties and Challenges, edited by the  

Romanian Post Privatization Foundation http://www.postprivatizare.ro/romana/category/publicatii/rapoarte/ 
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 Priority Axis 4 - designed to support the energy sector, with 24% of the total budget; 

 Priority Axis 5 - reserved for technical assistance, with an allocation of 3% of the total 
budget. 

 
Figure A.12. Romania 

 

Source: Authors. 
 
At the end of September 2009 progress in implementing the programme in Romania indicated 
a low (but far from exceptional) level of absorption.205 According to the only publicly available 
Interim Evaluation Report of the “Increasing Economic Competitiveness” OP, which was 
released in 2010, appeals launched by the end of June 2009 accounted for approximately half 
the OP 2007-13. This exceeded the forecast for 2007-2009, thus showing a positive evolution 
in the early stages of implementation. The number of calls and the amounts committed to 
them illustrated satisfactory progress in the preparation of the implementation and programme 
management, but progress in subsequent stages (approvals, contracting projects and first 
payments) was slower. By the end of the present review period, over 4,700 proposals had 
been submitted, with an aggregate value of 85% of the total budget allocation for the 
"Increasing Economic Competitiveness” OP 2007-13. It is anticipated that due to the late start, 
it may be impossible for the MA to meet the set targets by the end of the programming period. 
 
The progress in implementing the “Increasing Economic Competitiveness” OP varies from one 
Priority Axis to the next and also from one operation to the next, within the same Axis. 
Popularity varied depending on the Priority Axis (and operations): the most popular were 
Priority Axis 2 (Research), where the requested amount accounted for 146% of the budget and 
Priority Axis 1 (Investment Product), with a claimed value of 92% of the budget.  
 
This case study focuses on Priority Axis 1 - A system of innovative and eco-efficient 
production, and more specifically on:  

 Domain of Major Interventions (DMI) 1.2. Access of SMEs to finance;  

 Operation 1.3.2. Consultancy support for SMEs. 
 
                                          
205  http://www.fonduri-ue.ro/res/filepicker_users/cd25a597fd-

62/Documente_Suport/Evaluari/2_EVALUARI_POSCCE/5_Evaluare_Intermediara_POSCCE_2010.pdf 
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The aim of the 1.3.2. Consultancy support operation for SMEs within the “Increasing Economic 
Competitiveness” OP was to increase the access of SMEs to consulting services and to 
contribute to the development of the consultancy market in Romania.  
 
Operation 1.3.2. was prepared and implemented by the IB for SMEs. A first call was held for 
projects organised in 2008, following which 109 projects were approved for funding and due to 
receive a total amount of 1,625,991.72 lei, which is to be covered by the ERDF and the 
national budget. The second call closed on 30 November 2012. 
 
The implementation of some projects was delayed by more than a year by a series of 
irregularities and suspected frauds, which were detected during monitoring and inspection by 
the Anti-Fraud Department. Delaying the resumption of the second call for proposals within 
this operation is justified by two factors, namely: (a) the difficulties and problems encountered 
when implementing some of the projects that had been selected and approved for funding in 
2008, and (b) the need to improve documentation and work tools for the development of the 
second call, taking into account the very soft nature of the projects, of the eligible activities 
and the costs specific to this operation. Improving Applicant Guidelines and other work tools 
would also help to eliminate irregularities or fraud suspicions during the implementation 
process. 
 
As regards the DMI Access of SMEs to finance, the total budget for this operation is Euro 100 
million, 80% of which is destined for the guarantee fund, 17.5% for venture capital funds and 
2.5% for reserve funds. The venture capital fund and guarantee fund are both part of the 
same JEREMIE initiative. These instruments promoted by the JEREMIE initiative are offered by 
three banks: the Romanian Commercial Bank (RCB), Raiffeisen Bank and Unicredit-Tiriac Bank. 
 
Following a 2011 EC amendment, requirements regarding the provision of guarantees in return 
for working capital for SMEs have been relaxed. This has led to an increase in the number of 
loans secured by the JEREMIE fund. By the end of May 2012 the three banks mentioned above 
had granted about 400 loans, amounting to Euro 32 million in total. Compared to October 
2011, the allocation of sums among the various financial instruments is different, in that the 
guarantee funds budget has increased from Euro 60 million to Euro 85 million. Following the 
large number of contracts signed for the guarantee product offered, the MA is analysing the 
possibility of increasing the budget allocated to this operation by at least 50% in 2012. This 
would be done not by reallocating funds, but by over contracting. The MA is also considering 
further investments in the venture capital funds, besides the three areas initially identified as 
being of interest (i.e. technology, media and the Internet). The initial fund amounted to Euro 
20 million; but by the end of the year it is expected to reach Euro 25-30 million. The maximum 
amount for each project will be Euro 1.5 million and the project portfolio is estimated to 
include 12-15 projects. 
 
The preparation of the present case study relied on a combination of desk research (e.g. the 
2010 Intermediary Evaluation Report, the minutes of the Monitoring Committee, data 
published on the programme website) and in-depth semi-structured interviews. Based on the 
methodology and the tools (questionnaires) used to conduct the case studies, eight interviews 
were carried out with the following categories of stakeholders: the MA of the ”Increasing 
Economic Competitiveness” OP, financial intermediaries, the SME support entity, and the final 
beneficiaries of the grants provided under the 1.3.2 Operation.  
 
The following is a brief presentation of the findings and conclusions of the inquiry made into 
the above mentioned operations.  
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Analysis of the issues identified  

Programming 
The “Increasing Economic Competitiveness” OP 2007-2013 was prepared by the Ministry of 
Economy, Trade and Business Environment (MECMA) through its MA, which was set up as a 
General Directorate within the ministry’s organisational structure. The “Increasing Economic 
Competitiveness” OP is consistent with the NSRF and with the EU strategic guidelines on 
Cohesion Policy. It was prepared in a participative manner involving economic and social 
stakeholders, including business environment representatives. 
 
A common general critique affecting the OP under review concerns the lack of a government 
strategy to develop the SME sector, which is among the most important causes of a non-
strategic approach in dealing with SME priority issues. 
 
In the view of the MA, the most critical issue is the lack of knowledge of the SME realities and 
specificities, while the least critical one is the coordination between different EU programmes 
and funds. Among the most problematic issues identified is the fact that the banking and 
financial system is not responsive to the real difficulties encountered by SMEs in securing co-
financing and achieving projects, especially due to the economic crisis. Consultations with SME 
representative bodies and promoting an active role for the SME support entities through the 
management of global grants were seen as problematic by the MA inasmuch as SME support 
entities, which may be NGOs or professional associations, are underdeveloped, so they cannot 
manage global grants properly.  
 
The MA also revealed the importance of other factors that are related to the legal and financial 
framework as a whole, as well as the poor entrepreneurial and managerial culture of the 
existing SMEs.  
 
The “Access of SMEs to finance” operation experienced considerable delays in the launching 
phase. These delays pertained to the design of the financial products. Also, at the time of 
writing, in order to start a Venture Capital Fund, it was necessary to find Euro 6 million in 
private co-financing. 
 
Several factors were problematic. First, there were difficulties in securing private funding for 
risk capital instruments. According to state aid rules, the requirement is to mobilise at least 
30% of the total risk capital fund from private sources. The scarce availability of private funds 
during the crisis significantly delayed the launch of the two selected funds and, in one case, led 
to the cancellation of the contract, since the private investors’ demands could not be met.  
 
In fact, the operation seems to have been launched prematurely considering the applicable 
legal framework of the banking system in Romania, and the fact that the National Bank of 
Romania had not adopted proper regulations to encourage banks to promote this guarantee 
product. At present discussions on the subject are underway with the banks involved in the 
programme, but a final decision has not yet been reached regarding the issuance of 
regulations aimed at facilitating benefits for the three banks involved in the implementation of 
the Portfolio Guarantee Instrument under the “Increasing Economic Competitiveness” OP. In 
fact, it is the first time that such innovative financial instruments and such a funding scheme 
have been supported using SFs. 
 
In addition, there was apparently an initial difficulty with the “gap assessment”, i.e. the 
assessment of SME’s financing needs. An analysis was indeed carried out prior to the launch of 
the OP on Competitiveness in the second part of 2007, but this was prior to the crisis that 
changed the economic environment. There is a lack of statistics on the access of micro, small 
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and medium-sized companies to bank funding, which prevented the MA and EIF from properly 
assessing their financial needs. At present, a gap assessment with regard to the financing 
deficit of SMEs is in progress and it will be finalised before the Venture Capital Fund is 
launched. Indeed, the decision of the MA to increase the budget for this operation is based on 
the results of research conducted by the EIF, which analysed the investments and credits 
offered by financial institutions in Romania to the business environment, and especially to 
SMEs.  
 
Some of the difficulties were related to the issue of consultation and involvement of the 
appropriate actors. For instance, during the programme preparation, the National Credit 
Guarantee Fund for SMEs (NCGF or FNGCIMM S.A.-IFN)206 was involved in the consultation 
process whose aim was to identify the type of financial instruments required according to the 
country’s needs. Following this consultation exercise, it was determined that a mix of 
guarantee products, microcredit and venture capital would be the best/most appropriate 
portfolio of financial instruments to promote in Romania. This funding strategy was sent to the 
EC for review and, following approval, the microfinance instruments were cut in favour of 
increasing the share of the SME loans guarantee component (to two-thirds of the funding 
programme). One respondent believes that if the "Increasing Economic Competitiveness” OP 
had led to an increase in the capital of the FNGCIMM207 scheme, the financial instrument would 
have been more effective. This optimal solution for Romania was discussed during OP 
preparation and later abandoned, as it was deemed preferable to make direct guarantees to 
commercial banks. Finally, the MA of the OP under review selected the EIF to implement the 
1.2 Operation - SMEs’ access to finance. Given that the MA did not have adequate experience 
in the field, choosing the EIF was a sensible solution in view of the relationship with the EU.  
 
The EIF needed time to become institutionalised in Romania and to understand the local 
market and its specific needs, which led to a delayed launch and a different time frame for the 
financing programme to become operational (JEREMIE). This might also have contributed to 
the delay in launching the scheme. The delay is also explained by a statutory gap in the 
banking sector at the European level. Another cause for the delay is a lack of synchronisation 
and harmonisation regarding the incentives under the regulatory framework for the financial 
instruments for the OP - the Basel II standards (CRD - Capital Requirements Directives) for the 
financing banks - and the standards introduced by EC Note 155/02/2008 on the simplified SME 
guarantee granting system. The EC introduced a limit of Euro 25 million, while the Capital 
Requirements Directives encourage banks to grant loans to SMEs by simplified procedures 
(retail loans) only up to Euro 1 million. 
 
Overall, there is a gap between regulations concerning the financial instruments for Cohesion 
Policies and banking regulations, along with a lack of statistics on the access of micro, small 
and medium-sized companies to bank funding.  
 

Access 
The “Consultancy Support for the SMEs” operation came up against serious difficulties in the 
access phase. Only one call for proposals was launched in August 2008, whose results were 
announced in March 2009. In May 2009 a total of 109 financial contracts were signed.   
 
Due to the soft feature of this operation, a poor definition in the Applicant Guidelines of the 
projects’ tangible deliverables, and the unclear implementation requirements set out in the 

 
206  FNGCIMM S.A. was founded in December 2001 under Law 133/1999 on stimulating private entrepreneurs to 

develop small and medium-sized enterprises (at present Law 346/2004 regarding the stimulation of the foundation 
and development of SMEs, as amended). FNGCIMM was set up as a joint stock company and it was capitalized by 
the Romanian Government. 

207  FNGCIMM plus three branches of programming at the moment. 
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Applicant Guidelines, a series of irregularities were discovered by the MA/IB monitoring staff 
and some of the projects were suspected of fraud. Based on these monitoring findings, the 
Anti-Fraud Department was called upon to further investigate those irregularities and fraud 
suspicions. The verification process lasted almost one year and, although no sanctions were 
imposed, the implementation of the projects was seriously delayed. For this reason, in mid-
December 2011 only 45% of the financial contracts awarded had been finalised (see chart 
below), while 22.2% were ongoing. A total of 19 financial contracts (17%) were closed due to 
non-compliance with the provisions of the financing contracts, while a further 21 projects, 
representing 19% of the contracts signed, were abandoned by the beneficiaries. 
 
Figure A.13. Consultancy support for SMEs: distribution of funded projects by 

implementation status (December 2011).  

Distribution of the financed projects by status of implementation at
December 12, 2011 

Abandoned, 21 
19% 

Ongoing, 21 

19% 

Completed, 48, 

45% 

Suspended,  
19. 17%

 

Source: Our processing of data from the grant recipients list within the ”Increasing Economic Competitiveness” OP, 
Priority Axis 1 - An innovative and efficient production system, Measure 1.3. on Entrepreneurship Sustainable 

Development, Operation 1.3.2. Consultancy Support for SME, Call No. 1(2008) http://amposcce.minind.ro/ 

 
As a lesson learned, the Applicant Guidelines were improved through a stricter definition of the 
eligibility of the applicant. Also, the time frame for holding the call for proposals was 
extended.208 The purpose of these improvements was to better guide the potential eligible 
applicants in the design of their project proposals.   
 
Beyond the specific case of the “Consultancy support for the SMEs” operation, a series of 
common difficulties was acknowledged by the MA. The most critical factor was linked to the 
difficulties faced by the SMEs in planning their own financial resources. Special emphasis is 
placed on cash flow uncertainties as long as “The financial capability and sustainability has to 
be proved both on the submission of the application and at the time the financing contract is 
signed” as specifically mentioned in the interview.   
 
The perception of the administrative burden, difficulties in finding project partners and 
receiving adequate support in generating good project ideas and project preparation were 
thought to be very important, while the lack of time of the SME was seen as being least 
critical.  
 
In fact, getting support in the preparation of the project application is affected by the weak 
domestic consultancy market, the lack of affordable qualified consultancy services, coupled 
with the lack of a reliable consultancy database. According to the MA, serious difficulties in 
terms of meeting the guarantee and pre-financing requirements are linked especially to the 
                                          
208 The second call for proposals was still open at the time of writing the case study in November 2012. 
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reluctance of the banking sector to lend funds to small borrowers. It was also revealed that the 
long time frame for accepting or refusing a project application is caused by the lack of 
sufficiently qualified staff, de-motivated staff due to the low incomes of the MA/IB personnel, 
and difficulties encountered in the procurement of external technical assistance tailored to help 
the MA in the management of the programme.  
 
In the SME representatives’ opinion, the following specific features emerge as being 
problematic:  

 The identification of eligible applicants based on the code of activity domains or other 
related issues sometimes seems arbitrary, even though SMEs acknowledge the fact that 
grants must address a defined target group;209 

 Most of the funding requests are unrealistic - “the application shows what the 
evaluation committee wants to see”. Later on, during the implementation of the project, 
both the beneficiary and the MA find that the project was very well written but is 
unrealistic and that the effort does not meet the project’s implementation needs and 
real targets; 

 A huge discrepancy between the requirements on the application form and the 
requirements of the market, due to the fact that Applicant Guidelines are prepared “in 
the office”, without holding consultations to assess the market status and without 
proper validation of the targeted eligible applicants; 

 Long waiting time between the submission of the application and the selection and 
approval of the projects to be funded;   

 Lack of predictability of the established time frame for project submission, as well as in 
terms of project evaluation;  

 Simulated transparency in the form of glossy, but inefficient, brochures and leaflets 
whose content is superficial or becomes obsolete shortly after publication.  

 
As far as the financial instruments under review are concerned, it appears that several factors 
posed problems in the access phase.  

 Vague eligibility requirements regarding the collateral for working capital and the 
alignment with the objectives of the OP. Since the programme was launched there has 
been a relaxation of these requirements and some amendments to the guarantee 
agreement signed with EIF have been introduced. At the end of 2011, the EC issued a 
note that facilitated coverage by this guarantee product for working capital loans, too, 
(including granting revolving credit lines), which met the needs of SMEs that are no 
longer interested in developing investments, but rather in maintaining business 
operation, due to the current economic climate. Prior to adopting this decision, the 
SMEs were discouraged by the requirement to prepare a business plan. After the 
revised definition was included in the guarantee agreements, there was a significant 
increase in the number of JEREMIE-guarantee portfolios. 

 Difficulties in identifying SME beneficiaries: entrepreneurs are not properly informed of 
financial products, in general, and even less of guarantee products. There is a lack of 
concern at the MA level regarding the marketing and promotion of these new financial 
instruments among potential beneficiaries. The bank makes its own promotion efforts, 
both traditionally and online,210 but this is not enough to reach all the potential and 
eligible beneficiaries. 

 
209  National Code for Classification of Activities is a national regulation in line with Eurostat requirements. It is a 

criterion that contributes to the targeting mechanism of any OP.  
210  See www.fonduristructurale.ro 

http://www.fonduristructurale.ro/
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 Difficulties in reaching the final beneficiaries of the guarantee scheme, which is 
governed by rather inflexible banking sector procedures.  

Implementation 
From the perspective of all parties involved (the MA, beneficiaries and SME support entities), 
this is the most important phase in terms of resources and time allocated and for the delivery 
of the project outputs, as well as being the most difficult one.  
 
In particular, the time frame between the notification of the award and the disbursement of 
the first tranche of payment, and financial management, especially accounting for eligible 
expenditures and changes in the rules during implementation, were identified as the most 
important obstacles for beneficiaries.   
 
Also important, although less critical, are the lack of qualified human resources at the SME 
level, poor accounting for eligible expenditures, and the lack of SME capacity to meet the 
administrative requirements for intermediary payments and for financial reporting. Additional 
problematic factors are: compliance with requirements concerning project evaluation, project 
closure activities and post-project completion and closure (including keeping and auditing 
records for up to five years after project completion). Particularly problematic from the 
beneficiaries’ point of view are the length of time taken to reimburse the project’s statement of 
expenditure, which is theoretically 60 days, but in reality in some cases can take as much as 
15 months; the weak communications with the IBs and their lack of responsiveness; problems 
in accessing loans aimed at providing co-financing; and high interest rates for bridge-loans.  
 
Taken separately these items do not represent insurmountable difficulties, but taken together 
they constitute a considerable burden.  
 
Generally speaking, one of the key issues affecting programme implementation has to do with 
human resource development in the MA and IB, including high levels of vacancies or blocked 
recruitment processes, the need for specific skills, the ability to cope with peaks of activity, 
access to specialised services (legal, financial, procurement) and a general need for better 
cooperation to solve problems within and between the organisations involved in implementing 
the Sectoral OP.  
 
Despite improvements in enhancing access to financial instruments, it is reported that the 
SMEs in eligible fields under the “Increasing Economic Competitiveness” OP are less interested 
in obtaining a guarantee aimed at securing collateral for a loan and prefer to apply for a grant 
or for the de minimis aid scheme than for a guarantee product. As such, for those 
activities/fields that are eligible under the "Increasing Economic Competitiveness” OP, this 
product competes with non-reimbursable forms of financial assistance (grants). The reasons 
are the too complex administrative procedures for financial instruments, high interest rates, 
and burdensome monitoring and reporting systems for JEREMIE-funded projects. In addition, 
grants are non-refundable and available in parallel, and the state aid intensity in the case of 
grant-funded projects is higher than the coverage only of the guarantee commission in the 
case of a loan from one of the three commercial banks involved in the JEREMIE scheme.211 
 
The scheme is also characterised by poor short-term advantages vs. potential long-term 
advantages. Indeed, the banks became involved in this EIF programme based on the strategic 
assumption that this would be a pilot programme that may bring long-term advantages. So 

 
211  Loans are given a market interest rate, no subsidy is given. The only subsidy (based on the de minimis state aid 

scheme) is given in order to cover the guarantee commission (e.g. in the case of the NCGF the average 
commission charged by the Fund is 3%). Of course, the guarantee commission is subject to negotiation. From this 
point of view, financial instruments under the JEREMIE scheme are more attractive.  
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far, short-term potential advantages are related to increasing the bank’s client portfolio and 
generating benefits from conducting other transactions carried out by new clients.  
 
Also, there appears to be a lack of special training for bank staff. The latter have not received 
any special external preparation from the MA/EIF regarding state aid, SFs and principles, or 
the programme requirements and implementation. This preparation was done in-house.  
 
Finally, SMEs perceived the monitoring and reporting system to be carried out during the 
project implementation phase to be cumbersome and time consuming. Reporting requirements 
are difficult for both beneficiaries and the banks – but it is worth stressing that they were 
simplified and now appear to be appropriate.  
 
Overall, based on the opinions shared by the representatives of all three major stakeholders, it 
can be concluded that the guarantee instrument implemented through the JEREMIE initiative in 
Romania is adequate for SMEs, but not very profitable for financial intermediaries.  
 

Summary of the findings  
With regard to SMEs’ access to funding, the main lesson learned is the fact that SFs and 
European directives in this field start from the experiences of developed markets, where all 
kinds of tools have already been tried out (innovative financial instruments). Through the SFs 
an attempt is being made to develop such tools in countries like Romania, which is not always 
easy. This is the reason why delays are accumulated until new institutions understand the 
specifics of such countries and until the necessary infrastructure is identified or built.  
 
More specifically, as far as financial instruments are concerned, it seems necessary to adapt 
the new/innovative financial instruments to local market practices, specificities and needs. The 
developments of recent years have proven - at least considering the delays and difficulties in 
implementing operations - that the JEREMIE guarantee product was not suitable for Romania; 
therefore, some adjustments were needed. The other lesson is that it is preferable to use pre-
existing local institutions for the product to be operationally suitable; the same goes for using 
local infrastructure/logistics. For example, when the "Increasing Economic Competitiveness” 
OP was launched, the NCGF for SMEs could have been better exploited. There seems to be a 
mismatch between banking regulations and the design of innovative funding instruments. 
SMEs in Romania don’t have a financial background and the development of the 
financial/banking market in Romania is still limited (in terms of the diversity of solutions for 
funding SMEs), therefore creating additional innovative financial instruments suited to the 
needs of the local SMEs is a pressing matter that should be taken into account in the future 
programming period.  
 
When writing the Applicant’s Guide, the MA/IB should consult with the banks to correlate the 
evaluation and selection criteria and the bankability requirements in order to facilitate the 
SMEs’ acquisition of further co-financing based on bridge-loans. On this basis, a 
recommendation for SMEs is to first approach the bank/banks about possible funding for the 
project, which they plan to submit for evaluation and co-financing on the basis of a grant; the 
reality from the first years of the OP implementation showed that applicants sought the 
maximum ceiling of the grant provided for operations and, in the absence of prior consultation 
with the bank, they found out after concluding the grant contract that they did not have access 
to resources for the co-funding part of the project; with the current economic crisis, when 
turnover has fallen sharply and there are major cash flow problems, many of those who have 
won projects have been forced to abandon them even in the early stages of implementation. 
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Generally speaking, all phases of the Cohesion Policy programme and the project management 
cycle require further improvements in order to facilitate SMEs’ access to SFs, especially over 
the next programming period. With reference to the current ”Increasing Economic 
Competitiveness” OP, the programme/project management phase needs major improvements 
aimed at supporting the development of administrative capacity in the MA and IB for SMEs and 
helping the beneficiaries to complete their projects. The provision of external technical 
assistance is crucial for speeding up the selection and evaluation processes and the allocation 
of available funds, as well as for assisting the IB for SMEs in the technical and financial 
monitoring of the projects under implementation.  
 
Furthermore, immediate changes in the regulatory and financial requirements are necessary. It 
can indeed be concluded that the outcomes of the programming phase are influenced by 
different factors at different levels, namely: i) rules and regulations defined at the European 
level; ii) regulations of the co-financing budget and iii) the administrative system at the 
national level. Therefore, regulatory amendments and improvements should also be 
considered.  
 
Last, but not least, the strategic planning capacity of the MA needs to be strengthened, as well 
as its capacity to identify the major SME sector trends and developmental objectives. The 
capacity of the major government stakeholders to cooperate with the SME associations, the 
banking sector and other business environment representatives is crucial in designing the 
future OP on competitiveness in accordance with the country-specific needs and the 
characteristics of the local entrepreneurial culture.  
 



 




	1. COHESION POLICY AND SMES: SUPPORT, MANAGEMENT CYCLE AND POTENTIAL ISSUES 
	1.1. SMEs and Cohesion Policy – budget and types of intervention
	1.1.1. Types of intervention 
	1.1.2. Allocation and absorption 
	2000-2006 Expenditure 
	2007-2013 allocation
	Implementation and absorption capacity of SFs instruments for business support 


	1.2. Cohesion Policy management cycle – who does what
	1.2.1. Stakeholders
	Institutional actors 
	Small and medium-sized enterprises
	SME support entities 

	1.2.2. Phases of the programme/project management cycle
	Programming 
	Access 
	Implementation

	1.2.3. The case of financial engineering instruments
	The JEREMIE initiative


	1.3. Issues for SMEs 
	1.3.1. Issues related to grant support 
	1.3.2. Issues related to financial instruments 


	2. THE CASE OF TRADITIONAL INSTRUMENTS: GRANTS
	2.1. Selected measures and context
	2.2. Main issues per phase
	2.2.1. Programming
	2.2.2. Access
	2.2.3. Implementation

	2.3. Summary

	3. THE CASE OF FINANCIAL INSTRUMENTS
	3.1. The selected measures and context
	3.2. Main issues by phase
	3.2.1. Programming
	3.2.2. Access
	3.2.3. Implementation

	3.3. Summary

	4. THE ROLE OF SME SUPPORT ENTITIES 
	4.1. Presentation of the e-survey
	4.2. The contribution of SME support entities by cycle phase
	4.2.1. Programming
	4.2.2. Access 
	4.2.3 Implementation

	4.3. The contribution of SME support entities: strengths and limits
	4.4. Summary 

	5. CONCLUSIONS AND RECOMMENDATIONS 
	5.1. Areas for improvement: main findings 
	5.1.1. Detailed findings
	5.1.2. Categories of issues

	5.2. Initiatives in the revised EC regulations
	5.3. Recommendations
	a) Member States
	b) Programmes
	c) Measures
	d) Beneficiaries 


	ANNEX V. SURVEY QUESTIONNAIRE



