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PREFACE 

The European Parliament Committee on Industry, Research and Energy (ITRE) has 
commissioned Copenhagen Economics to carry out a study on the implementation of the 
so-called SME test in Member States and European Commission (EC) services. The SME 
test is a procedure whereby the impacts of new legislative or other policy proposals on 
small and medium sized enterprises (SMEs) are assessed. 

The study entailed two main activities: a survey of all Member States and in-depth studies 
of 7 selected Member States and the EC. The 7 Member States are Austria, Denmark, 
Germany, Italy, Latvia, Romania and United Kingdom.  

The survey focused on the extent to which an SME test is implemented, what is done as 
part of the test and how the test procedure is organised. DG Enterprise and Industry of the 
EC services conducted the survey among Member States’ administrations in charge of SME 
policy in February 2011. Copenhagen Economics has had access to the data from the 
survey and has used the data to conduct the analyses that are presented in this report.  

The in-depth studies of the 7 Member States’ and the EC services’ use of the SME test were 
conducted through desk research and interviews with representatives of Member States’ 
administrations and EC services and business associations at national and European level. 
The in-depth studies focused on barriers that Member States and the EC services face in 
implementation of the SME test, the key drivers for implementation as well as best practice 
examples of test measures and procedures used. The interviews carried out to feed the in-
depth studies were conducted with stakeholders selected from data made available in 
accordance with privacy data protection rules. 

Outline of the report 

The main findings and recommendations are summarised in the executive summary. 
Chapter 1 provides an overview of the study, and its main results. Chapters 2, 3 and 4 
document the detailed results. Chapter 2 describes the current status of SME test 
implementation in Member States and the EC services. In chapter 3, the challenges that 
Member States and the EC services face are analysed. Examples of best practices are 
presented in chapter 4. Chapter 5 presents the recommendations. 
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EXECUTIVE SUMMARY 

There is a strong case for moving the implementation of the SME test forward in the 
European Union (EU). The SME test is a procedure whereby the impacts of new legislative 
or other policy proposals on small and medium sized enterprises (SMEs) are assessed. The 
SME test is a tool with the potential to help policy makers limit unnecessary burdens on 
SMEs and simplify regulation at national and at EU level.  

The implementation of the SME test in most Member States and the EC services can be 
improved. The SME test, or another impact assessment procedure covering SMEs, is used 
in 15 Member States and in the EC services when new legislative proposals are prepared. 6 
Member States do not have a test or impact assessment. The remaining 6 use some kind of 
test but on an irregular basis. However, execution of the SME test across government 
services varies. This is the case in most Member States, even in the Member States that 
apply the test consistently, as well as in the EC services. As a consequence, the content 
and quality of the SME test differ.  

The uneven application of the SME test could call for an application and enforcement of a 
set of mandatory guidelines across Member States and the EC services, assuming that this 
could help in the implementation of the SME test. However, a unified set of guidelines will 
not do. It is a key conclusion of this study that Member States are facing different 
challenges and barriers in relation to the implementation of the SME test. Specifically, the 
study identifies three groups of Member States that are faced with different policy and 
administrative challenges. The different challenges must be addressed if the 
implementation of the SME test should move forward.  

One group of Member States – the starter group - has no SME test or a similar procedure. 
This group is facing a basic challenge of developing a clear policy stance and setting up an 
institutional framework for conducting impact assessments, including SME tests. Member 
States in this group must take some fundamental steps. They must adopt a government 
policy on impact assessments, prioritize resources to impact assessments and clarify 
responsibility in the government services perhaps also vis-à-vis regional authorities. Before 
these basic - but important - steps are taken, this group of Member States may not be 
ready to adopt specific guidelines and procedures. 

 In the second group of Member States – the follower group – SME tests are performed, but 
irregularly and with varying quality, often because responsibility is decentralised and there 
are no mandatory guidelines. In this group a strong policy stance may lack as well, but 
otherwise the follower group could advance the implementation of the SME test by adopting 
mandatory guidelines and increase focus on transparency in the preparation of new 
regulatory proposals. Here, inspiration from other Member States and advocacy at 
European level can help move implementation forward. Member States at this level of 
development have been receptive to recommendations as put forward in the Small 
Business Act (SBA).  

In the third group of Member States - the advanced group - challenges are of a different 
nature. Mandatory guidelines are in place and in general followed, but still quality may vary 
across services. The EC services belong to this group. For the advanced group, the 
development of a culture of better regulation across government services is key. A culture 
can underpin consistent, high quality tests and the further development of testing and impact 
assessments across service with diverse objectives. A strong culture can be developed 
through a number of measures, including voluntary help desks and expert assistance, inter-
service cooperation, control mechanisms with authority vis-à-vis single government services 
as well as consistent development work on data and methods for quantification. 
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It is the first and main recommendation put forward in this study that a differentiated 
approach is needed in order to move the implementation of the SME test forward. The 
further implementation of the SME test should take account of the different challenges that 
Member States and the EC services are facing. Recommendations at European level will 
work in some cases and not in others. In this report, best practice examples are presented 
for each of the different groups of Member States.  

The second recommendation is that the SME test, if relevant for a specific proposal, should 
be mandatory. Guidelines should describe specific requirements that government services 
should comply with and compliance should be enforced. The test should involve 
quantification of administrative burdens or financial costs levied on SMEs. Quantification is 
key when the magnitude of the impact on SMEs is to be documented.  

The third recommendation concerns Member States, in particular in the advanced group, 
that are ready to further develop their policies and procedures. This group should formulate 
an integrated systemic approach to the SME test as the long-term objective involving a 
range of measures. This can bring about a culture of better regulation. An effective SME 
test requires more than formal mandatory guidelines involving certain procedural steps. 
The study of best practice examples points to policy elements such as a help desk, expert 
assistance, strong ‘control’ mechanisms with leverage, training activities, road maps or 
other communication tools that should be part of the overall systemic approach. 

The fourth recommendation is that the SME test should not be a stand-alone test. Rather, 
it should be one of several elements in a comprehensive impact assessment that 
necessarily must consider a range of relevant impacts. That said, the SME test should be 
reflected and communicated in for instance the impact assessment reports of the EC. This 
is necessary in order to gain acceptance and involvement by stakeholders.  
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1. OVERVIEW AND RECOMMENDATIONS 

It is the ambition of most Member States and the European Commission (EC) services to 
assess new legislative or other policy proposals for their impacts on SMEs through a so-called 
SME test. To some Member States and the EC services the SME test is one specific element 
in a broader, integrated approach to impact assessments of new legislative proposals. In 
other Member States where the SME test is implemented it is a specific stand-alone test.  

The purpose of the SME test is twofold. The first purpose is to identify possible 
disproportionate administrative and financial burdens on SMEs arising from new regulations.  

The SME test has a broader scope than traditional analysis of administrative burdens, 
including analysis based on the Standard Cost Model.1 Typically, the SME test does not only 
focus on how legislation changes administrative burdens faced by SMEs. The test also 
focuses on changes in SMEs’ competitiveness and financial situation.  

The second purpose of the SME test is to take into account those impacts when formulating 
the final proposal for new legislations. For instance, if a SME test finds that a new 
legislative proposal will have negative impacts on SMEs, policy makers may consider 
alternative regulation or mitigating measures, such as reduced reporting obligations, in 
order to reach the desired policy goal. 

Today, the SME test is an important part of the EC’s SME policy and advocacy vis-à-vis 
Member States regarding SMEs. The Small Business Act (SBA) states, that the EC will and 
that the Members states are invited to 

“…rigorously assess the impact of forthcoming legislative and administrative initiatives 
on SMEs (“SME test”) and take relevant results into account when designing 
proposals.”2  

Since 2009 a four step SME test procedure3 is part of the EC’s impact assessment 
guidelines. In a recent review the EC states for its part that it 

“...will further strengthen the application of the SME test in its impact assessment 
procedure to ensure that impacts on SMEs are thoroughly analysed and taken into 
account ... with a clear indication of the quantified effects on SMEs.”4 

The importance of the test has further been underlined following the economic and financial 
crisis. In half of the Member States there are also specific plans for the future regarding the 
further development of their SME test.5 

In this study, Members States and the EC are surveyed with regard to their use of the SME 
test or a similar procedure.6 Furthermore, the barriers and possible best practices in 
furthering the implementation of the SME test are analysed. This is done by closer studies 
of 7 Member States: Austria, Denmark, Germany, Italy, Latvia, Romania and United 
Kingdom, and the EC services.  

                                                 
1 The SCM Network (2005) “International Standard Cost Model Manual - Measuring and reducing administrative 
burdens for businesses” defines the Standard Cost Model in the following way: “The Standard Cost Model (SCM) is 
a method for determining the administrative burdens for businesses imposed by regulation. It is a quantitative 
methodology that can be applied in all countries and at different levels. The method can be used to measure a 
single law, selected areas of legislation or to perform a baseline measurement of all legislation in a country.” 
2 European Commission (2008), “Think Small First”: A Small Business Act for Europe. 
3 The four steps involve: 1. Consultation with SME representatives, 2. Preliminary assessment of businesses likely 
to be affected, 3. Measurement of the impacts on SMEs, and 4. Assessment of alternative options and mitigating 
measures. The steps are described in Annex 8.4 of the Commission IA guidelines. 
4 European Commission (2011), Review of the “Small Business Act” for Europe. 
5 From the questionnaire carried out by European Commission. 
6 In this study the SME test is viewed as a procedure that can have other forms and contents as the one 
prescribed in the European Commission’s Impact Assessment Guidelines. Impact assessments covering SMEs are 
also considered an SME test. A more detailed discussion is found in chapter 2.2, se box 2.2. 
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1.1. Main findings in the study 

The first main finding of the study is that an SME test or similar procedure is adopted and 
implemented to varying degrees by Member States. The SME test, or another impact 
assessment procedure covering SMEs, is used in 15 Member States and in the EC services 
when new legislative proposals are prepared. Nearly every fourth Member State – 6 out of 
27 Member States – do not have an assessment of the impact on SMEs of new legislative 
proposals. The remaining 6 use some kind of test but on an irregular basis.  

The second main finding is that Member States conduct the actual SME test in different 
ways. The methods applied, and especially the sophistication of the methods, vary 
considerably. In most countries, consultations with stakeholders have become an 
integrated part of formalised hearings regarding new proposals. However, there is much 
variation in the extent to which Member States apply e.g. quality control. As a 
consequence, the quality of the SME test differ.  

The third main finding is that as a consequence of the variation among Member States, 
they face different challenges and barriers to implementation of the SME test or similar 
procedures.  

Three groups of Member States are identified that, due to various degrees of 
implementation of the SME test or similar procedures, face different challenges and 
barriers. Consequently, they must take different policy steps to move forward.   

The first group of Member States are characterised by having no SME tests in place or only 
use a very crude SME test. These countries do not seem to have a tradition for a 
systematic consideration of the effect of regulation on the business environment in policy-
making. These Member States are faced with fundamental challenges relating to a lack of 
clear policy on SME test and impact assessment, as well as a lack of institutional framework 
supporting impact assessments, including an SME test. This group of Member States is 
labelled the starter group.  

The second group contains a diverse group of Member States where an SME test is applied, 
but consistency varies. This group is labelled the follower group. In the Member States 
belonging to the follower group usually no formal responsibility to carry out an SME test 
exists. An informal responsibility for designing and carrying out an SME test is usually left 
to individual government departments or services. In general, this group is challenged by 
the inconsistency in the application of the test across governmental services. Moreover, 
there is a lack of fixed procedures for the ongoing process when the SME test is applied. 
Since the actual use of an SME test is subject to a decision in each service, application is 
often inconsistent.  

The third group is characterised by having a policy regarding the SME test or similar 
procedures as well as an implemented, well-developed SME test or similar procedure. In 
Member States belonging to this group, the tests are applied on a consistent basis in 
preparation for new legislation and advanced control mechanisms are often installed. This 
group is labelled the advanced group and also includes the EC services.  

Despite the level of implementation, advanced group Member States may face challenges 
with respect to compliance with the implemented standards and guidelines across all 
government services, and hence with varying quality in the SME test. Furthermore, the 
advanced group Member States face challenges in obtaining sufficient data to carry out 
high-quality cost-benefit quantitative analyses of impacts of new regulation on SMEs. 
Therefore they are not able to quantify effects to the desired extent.  
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1.2. Best practices in SME test implementation 

The best practice steps can be summarised under three themes based on the closer study 
of 7 selected Member States and the EC services. The themes address the main challenges 
and barriers that the three groups of Member States face. Furthermore, there is a fourth 
theme applicable to all groups of Member States and the EC services, cf. Figure 1.1. 

Figure 1.1: Four key themes and best practice steps in SME test development 

• Clear policy stance

• Institutional framework

• Measurable goals

• Mandatoryguidelines with
specific requirements

• Transparent procedures

• Help desk and expert
assistance 

• Inter-service cooperation

• ”Independent” control
mechanisms

Political framework
of better regulation

Guidelines and 
procedures

Culture of better
regulation  

Qualityof data needed to conduct SME tests
 

Source:  Copenhagen Economics. 

The best practice steps relating to the theme ‘political framework of better regulation’ are 
particularly relevant to the Member States in the starter group. These Member States must 
develop a clear policy before it is relevant to develop guidelines. The steps referring to the 
theme ‘guidelines and procedures’ are of particular relevance to Member States in the 
follower group and can support these Member States to move forward. The best practice 
steps relating to the theme ‘culture of better regulation’ are of particular relevance to the 
advanced Member States. 

In order to move SME test implementation forward, Member States and the EC services 
must address their particular challenges. They must adopt best practices that can counter 
their challenges. If Member States in the starter group are to succeed in implementing the 
SME test and move onwards they must take different and more basic steps than the 
Member States in the other groups.7 

In the following sections, the best practice steps relevant for each Member State groups 
are described. 

1.2.1. Political framework of better regulation 

Member States in the starter group must develop a political framework of better regulation 
in order to move forward and implement an SME test. Three key best practices steps are 
identified: the development of a clear policy stance, the establishment of an institutional 
framework with clear responsibilities and the setting up of measurable goals. 

                                                 
7 It should be stressed that the best practice steps mentioned are not only relevant for a specific group of Member 
States. Clearly, the development of mandatory guidelines will also be relevant for the Member States in the starter 
group at some point. Furthermore, the in-depth study of selected Member States has shown that a renewed policy 
focus on impact of regulation can create a whole new impulse to the SME test even in advanced countries.   
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Best practices from other Member States show that it is fundamental to the implementation 
of an SME test or similar procedure that a clear policy stance is adopted. Politicians must 
buy into the agenda of better regulation, commit themselves and signal, that they will use 
results from the impact assessments in preparation of new legislation. 

Moreover, political commitment will set in motion a process where politicians are held 
accountable. Stakeholders will remind politicians of their policies and ask them to keep 
focus and follow up on the stated policy. 

The impact assessment policy of several Member States including the United Kingdom and 
Denmark has evolved because of clear policies. Political vision is an important driver. The 
clear policy on business regulation under earlier Labour government in the United Kingdom 
is another case in point. The policy reflected the government’s wish to generate business 
support. The government accepted to become more accountable to business. It started to 
implement more thorough impact assessments and took them into account in policy. 
Business associations used the new position of the government to hold them accountable. 
This has further led to a positive development of the UK regime on better regulation over 
the years. The SME test of the EC is another example. The test has evolved and has been 
included in the EC’s guidelines because of a policy initiative, the Small Business Act. 

Best practices found in the study of selected Member States reveal another point. The 
implementation of the SME test is not likely to become a success if the SME test is the 
project of a single government service only. It must become an overall government 
decision to assess new regulation likely to affect businesses. Furthermore, the responsibility 
must be clearly placed inside government. Responsibility concerns two levels. First of all, 
the responsibility for overall government policy on impact assessment must be placed, and, 
secondly, the responsibility of the individual government services that prepare new 
legislative proposals must be clarified concerning the impact assessments.  

Finally, formulation of specific measurable goals, for instance in relation to the reduction of 
administrative burdens, may help make a considerable change. This is illustrated with the 
case of Denmark, where the government committed itself to a 25 percent reduction in 
administrative burdens. The goal was a strong incentive for government services to ‘deliver’ 
and cut administrative burdens.  

1.2.2. Guidelines and procedures 

Member States in the follower group should develop mandatory guidelines and procedures 
in order to move forward and strengthen the use and quality of the SME test.  

Often, the responsibility for conducting the SME test is decentralised to the individual 
government services responsible for the legislative proposals. In these situations, 
guidelines describing how the SME test should be conducted increase consistency across 
government services. Guidelines can outline the specific steps with regard to e.g. business 
consultation, pre-screening of possible effects, actual analyses and possible mitigating 
measures to take. Guidelines can reduce differences in how proposals are assessed and the 
quality problems that many Member States experience even in the advanced group. 
Common guidelines are also the basis for common learning across services and are 
therefore important for the ‘culture of better regulation’ (see below).  

The study finds that guidelines should be fairly strictly enforced in order to lead to higher 
quality of the SME test. The EC services’ use of the SME test indicates that guidelines often 
provide too much freedom of choice. The varying content and quality of the SME tests 
seem to reflect that individual services can choose among several ways to conduct e.g. an 
impact assessment. This may reduce consistency and the ability to disseminate and enforce 
a best practice approach. 
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Another best practice step concerns transparency around the test procedure. Governments 
should provide information on their planned tests. The EC’s roadmaps are a best practice 
example of that. The roadmaps are published and target stakeholders. The roadmaps 
explain that regulative proposals will be prepared and how this will be done. In Denmark, 
new proposals that are expected to be prepared are flagged every year at the beginning of 
the parliamentary sessions through the government’s ‘regulatory program’. At the same 
time an early screening of the coming proposals with regard to the likely impact on 
businesses is conducted.  

However, despite the benefits of consistency from common guidelines, an SME test should 
not necessarily be conducted in the same way every time. The study shows that this is not 
practically possible. This could be because of lack of data or because the cost of carrying 
out a quantitative assessment would be disproportionate to the likely impact of the 
particular new piece of legislation under consideration. Moreover, a new piece of legislation 
may not affect SMEs. Therefore, a simple pre-screening may be sufficient in order to 
conclude that the carrying out of an SME test is not required.  

1.2.3. Culture of better regulation 

Under the third theme, ‘culture of better regulation’, it is possible to summarise a number 
of best practice steps that advanced countries can apply. These steps are important for the 
ongoing improvement of the test as well as the development of the right mind-set across 
government services. For a certain mind-set and for certain norms to take root in 
government services more than formal policy and formal guidelines are needed.  

The closer study of advanced Member States and the EC services shows that a few key 
drivers exist for a culture of better regulation to take root. In some countries pro-active 
help desks and expert assistance support the development of a culture of better regulation. 
This is a role that DG Enterprise plays within the EC services. In Denmark and the United 
Kingdom help desks exist. Moreover, training activities and inter-service working groups 
also serve to promote a culture of better regulation.  

Finally, the study of best practice examples shows that control mechanisms can play an 
important role in the dissemination of a culture of better regulation. Feed back through the 
control system challenges operational units to integrate established practices. The 
establishment of the Impact Assessment Board (IAB) in the EC acting as a control body 
has, according to interviews, had considerable effect. Especially the risk of receiving 
criticism from the IAB in its published opinions has incentivised the operational services to 
build up own competencies. In the United Kingdom, a strong control mechanism is also in 
place. The Regulatory Policy Committee provides external scrutiny of impact assessments 
of all new regulatory proposals.  

1.2.4. Quality of data needed to conduct SME tests 

The fourth and final theme concerns the ongoing challenge no matter the level of SME test, 
namely the access to data that allows for e.g. quantification of the impact on SMEs.  

A recurrent issue among officials interviewed is the lack of data. Often the lack of data 
leads officials to choose other ways of documenting impacts. Data is necessary to be able 
to carry out high quality SME tests. 

The study of best practice examples shows that this problem has largely been solved in 
Denmark. A database has been set up with data on administrative burdens from the 
Standard Cost Model. It includes data on costs connected to a wide range of processes, as 
well as costs connected to a wide range of regulations within a number of policy areas. 
Additionally, the responsible government agency, the Commerce and Companies Agency, 
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experiments with a greater level of systematic end-user involvement. Thereby, the Agency 
generates updated information on how companies perceive administrative burdens of 
different regulations. Annual updates are made to the database allowing for precise and up-
to-date estimates of costs. 

When carrying out an SME test, services can access the database and draw on the 
expertise of the Agency. In practice, the database has been shown to be a very effective 
tool for calculating the expected impact of new legislation as part of an SME test. 

1.3. Recommendations  

1.3.1. Better implementation of the SME test  

There is a strong case for moving SME test implementation forward in Member States and 
the EC. The study reveals that there is room for improvements with regard to overall use of 
the test and with regard to the effective implementation across government services.  

Member States can achieve benefits from adopting an SME test policy. Member States that 
have implemented SME tests evaluate the SME test or similar procedure positively and 
consider the test to have positive policy impact. Furthermore, it will help improve the 
business environment and reduce uneven framework conditions that SMEs may face today 
if the SME test is implemented across Member States. 

However, there is not one model or one set of guidelines that can be instantly applied, and 
it will not be realistic to opt for a homogenous way of assessing new regulation affecting 
SMEs in all Member States. The main reason is that there is a long way to go for a number 
of Member States. In some Member States it will require an entirely new policy agenda and 
constitute a considerable task to formulate policy and set up institutional framework that 
can drive change. Also, it will probably require a significant ’mental‘ shift within these 
governments to include empirical evidence as input to policy making. In other Member 
States, which already have some type of test or other procedure but do not apply it 
consistently, mandatory procedures and guidelines should be set up and a stronger culture 
of better regulation should be promoted.  

1.3.2. The SME test should be mandatory, transparent and involve quantification  

It is recommended, that the SME test becomes mandatory, if a legislative proposal will 
affect SMEs. Guidelines should describe specific requirements that government services 
should comply with. This is necessary in order to achieve a certain quality and 
consistency. Specifically, the test should involve quantification of administrative burdens 
or financial costs. Quantification is key when the magnitude of the impact on SMEs is to 
be documented. 

If the test is not mandatory or the guidelines are too vague and leave open too many 
options, there is a risk that the content and quality of the tests will vary. The EC 
guidelines are one example. It is claimed in interviews, that the EC guidelines regarding 
the SME test are a ‘shopping list’. This study seems to indicate that the varying content 
and quality of the SME tests reflect that the guidelines leave it to the individual services 
to decide how for instance consultations should be done or how assessment of the impact 
should be analysed. EC services that do not have SMEs on top of their agenda may go for 
the easier procedural steps when carrying out the SME test. An external quality control 
can support a more consistent approach if the control body has authority and can assert 
itself vis-à-vis government services.  
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1.3.3. An integrated systemic approach should be the long term objective 

It is recommended that Member States that are ready to develop their policies and 
procedures regarding SME test and impact assessments formulate an integrated systemic 
approach to SME test as the long-term objective. An SME test is not only about having 
formal mandatory guidelines involving certain procedural steps. The study of best practice 
examples supports a recommendation that several policy elements should be developed in 
the longer term in order to be able to implement a successful SME test, and, importantly, 
secure an ongoing development of the test. It is a set of policy elements that can drive 
forward the cultural change that is really the key challenge for an adoption of the 
principles. It is evident that the systemic approach requires mandatory guidelines, but help 
desk and expert assistance, strong ‘control’ mechanisms with leverage, training, road maps 
or other communication tools and exhaustive consultations are of significant importance. 
Chapter four contains examples of best practices of these policy elements.  

1.3.4. The SME test should not stand alone 

It is recommended, that the SME test does not become a ‘stand-alone’ and independent 
exercise in Member States or in the EC services. The test is a specific dimension that should 
be mandatory to conduct, if relevant, and an integral part of the general impact 
assessments conducted. That is in line for instance with the EC’s overall philosophy and 
approach to impact assessments. It is also in line with the UK approach where an SME test 
is an integral part of a larger sophisticated system of impact assessments.  

More impacts on SMEs are to be considered when new legislative proposals are prepared, 
e.g. environmental, social and gender impacts. Typically, there is a balance that must be 
struck between obtaining legitimate political goals on the one hand, and negative impacts 
on the other. If an SME test is a stand-alone exercise, it does not necessarily make it easier 
to strike the balance. The impact on SMEs is one element that should be considered.  

That said, it is recommended to highlight the SME test, also in overall impact assessments. 
When the SME test is mandatory and certain guidelines are in place it is only logical to 
report the results of the analysis of the impacts on SMEs as well as to report the procedural 
steps. In cases where it has not been deemed necessary to do an SME test it is 
recommended to explain why. Communication, and hence transparency, can reduce 
distrust and criticism by stakeholders. 
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2. STATE OF IMPLEMENTATION IN THE EUROPEAN UNION 

 

KEY FINDINGS 

• A majority of the Member States claim to have implemented an SME test. Some 
Member States have implemented a specific SME test, while other Member States 
consider SMEs as part a more general impact assessment.  

• Consistency in application of SME test varies across Member States. Some 
Member States apply SME test on a consistent basis and perform many tests each 
year, whereas other Member States only use SME test infrequently and perform few 
tests each year. 

• Level of institutionalisation of the SME test is generally low. A majority of Member 
States have guidelines in place for how to carry out an SME test, but in most cases it 
is not mandatory for each government service to follow these guidelines. 
Responsibility for carrying out SME test is mostly decentralised, and often there is no 
central help function available for support. 

• Level of methodological depth of methods and procedures behind SME test varies 
greatly. This concerns the use of stakeholder consultations as input to SME test, use of 
cost-benefit analyses and implementation of quality check. 

• The SME test seems to be effective in the Member States using the test most and 
it is found that the SME tests add real value to business regulation. The SBA has had 
some effect on Member States’ SME test.  

• The EC services use the SME test consistently. Strong measures have been taken 
to incorporate the test in the impact assessments of the services. However, how the 
test is performed and presented is decided on a case-by-case basis. Guidelines allow 
room for variation in content and quality. 

 
In this chapter, the current state of implementation of the SME test in the 27 Member 
States and the EC services is described.  

The presentation of the state of implementation in Member States is based on a survey 
conducted by DG Enterprise and Industry of the EC in the first quarter of 2011.8 The outline 
of the state on implementation of the SME test in the EC services is based on interviews 
and research on selected impact assessment reports. 

The findings on Member States are structured in four sections: 

(1) Consistency of use of SME test 

(2) Level of institutionalisation of SME test 

(3) Methodological depth of SME test 

(4) Effectiveness of SME test 

                                                 
8 We would like to thank DG Enterprise and Industry of the EC for access to the data from the survey.  
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The findings regarding the EC services’ use of the SME test are presented in a separate 
section 2.6. 

Before going into further details with the results of the survey, a short introduction to the 
SME test, its purpose and evolvement both at European and Member State level is given.  

Further information on the survey of Member States is provided in Box 2.1. 

Box 2.1: Background to the questionnaire 
The outline of the state of implementation of the SME test in Member States in this chapter is based on a 
questionnaire carried out by DG Enterprise in the first quarter of 2011. All 27 Member States responded to 
the electronic questionnaire and answered the questions. A print of the questionnaire is attached to this 
report in Annex A.  

The questionnaire collects a unique set of data on the use of the SME test across all 27 Member States. Similar 
detailed data on the implementation of the SME test allowing for comparison across Member States is not 
available in other studies. Case studies and examples of specific initiatives in Member States are available but 
does not allow for comparison.  

The questionnaire was sent to selected government officials responsible for SME test policy. The officials have 
answered a number of questions regarding for example the use of the SME test, the structures supporting the 
SME test, the methods used to carry out the test and to assess impact on SME, and the effects of the SME test. 
No other source provides inputs on such a detailed level. 

This questionnaire, as is the case with all questionnaires, suffers from possible problems regarding the 
reliability of the information collected. For instance, officials from different Member States may not 
understand a question in the exact same way. This means that officials’ answers may be somewhat 
inconsistent. Nevertheless, precisely in order to avoid problems of this nature, the entire survey was 
consulted with Member States prior to its launch (December 2010) and Member States' comments were also 
taken into account in the final version of the questionnaire.  

It is also possible that some officials are too optimistic in their own assessment of the quality of the SME 
test carried out in their Member State. This can lead to a representation of certain SME tests that are better 
than the reality. 

Some officials may also be better suited than others to answer the questionnaire. This means that very thorough 
and precise information is provided for some Member States, while this may not be the case for other Member 
States. Thus, the depth of information may not be the same across all 27 Member States. 

It has not been possible to verify all answers from the 27 Member States. However, the answers received from 
the 7 Member States selected for further study (Austria, Denmark, Germany, Italy, Latvia, Romania and  United 
Kingdom) have been verified through the personal interviews conducted with a government official and 
representatives of business associations in these Member States.  

Source:  Copenhagen Economics. 
 

2.1. Introduction to the SME test 

The purpose of an SME test is to analyse the effects on SMEs of a legislative proposal or 
other policy proposal expected to affect them. The test is used in the process where a 
proposal is being developed by government services and typically before the actual 
proposal is put forward in the formal decision-making process. An important element in the 
SME test procedure is the involvement of SMEs or SME representatives through 
consultations like test panels, working groups etc. on how specific proposals will affect 
small businesses. 

The SME test is a tool helping civil servants assess the likely impacts of proposals on small 
businesses in a structured way. It outlines costs and benefits of proposed legislation. It 
examines intended as well as possible unintended consequences, synergies and trade-offs 
of a new proposal.  

It also considers alternative ways of achieving the political goal of the regulatory proposal. 
An SME test could for instance consider whether self-regulation within a profession could be 
an alternative to a traditional regulation of that profession through formal legislation. 
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Ideally, the test provides governments and parliaments with empirical fact-based evidence 
on how new regulation will affect SMEs. Moreover, it helps governments to consider what 
they can do about it. The test will force governments to decide whether exemptions or 
mitigating measures should be adopted or whether the regulation should be adopted.  

The SME test can contribute to a more transparent decision-making process. The test can 
provide facts on the costs and benefits of a legislative proposal and describe possible 
alternatives ways to achieve the same political goals. 

In a broader perspective, the test is part of an agenda of making better and smarter 
regulation where unnecessary administrative, financial or other burdens on businesses 
should be avoided.  

The argument for applying an SME test is that SMEs can be affected by the costs of 
regulations more than their bigger competitors due to their size and scarce resources.9 
SMEs may have limited scope for benefiting from economies of scale. SMEs in general find 
it more difficult to access capital and as a result the cost of capital for them is often higher 
than for larger businesses. 

2.1.1. Overall evolvement of SME test 

A number of Member States have a long tradition for assessing the impact of new 
regulation on businesses. In some Member States the assessments have involved a specific 
SME focus. Other Member States have taken the position that SMEs constitute the overall 
majority of enterprises. Therefore, the impact assessments cover per definition SMEs. As a 
consequence they consider that there is no need for a specific SME test.  

The early evolvement of impact assessments in some Member States partly explains why 
relatively few Member States give credit to the SBA as having had an effect on individual 
Member States approach to impact assessments and SME test.10  

The EC’s position on SME test was introduced as part of the SBA from 2008 as an integral 
element of the 'Think Small First principle'.11 

To ensure that SMEs are taken into account in view of new and modified legislation, the EC 
has formulated guidelines on how an SME test can be carried out. The guidelines were first 
proposed by an expert group and consisted of four steps:12 

(1) Consultation with SME representatives 
(2) Preliminary assessment of businesses likely to be affected 
(3) Measurement of the impact on SMEs 
(4) Assessment of alternative options and mitigating options 

 

The SBA put forward 10 principles, which are supplemented by concrete actions to put the 
principle in practice.  

The principle covering better regulation states that 

 “[t]he EU and Member States should design rules according to the “Think Small First” 
principle by taking into account SMEs’ characteristics when designing legislation, and 
simplify the existing regulatory environment.”  

                                                 
9 The EC defines SMEs as companies with less than 250 employees and/or have annual turnover less than €50 
million. See definition at 
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/sme-definition/index_en.htm. 
10 The European Commission’s questionnaire. 
11 European Commission (2008), “Think Small First”: A Small Business Act for Europe. 
12 Report of the Expert Group (2009), “Think Small First” – Considering SME interests in policy-making. 
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It is then further stipulated that the EC will and Member States are invited to 

 "…rigorously assess the impact of forthcoming legislative and administrative initiatives 
on SMEs (“SME test”) and take relevant results into account when designing 
proposals.” 

In 2009, the SME test became part of the EC’s revised Impact Assessment Guidelines and 
thereby mandatory where relevant. The four steps above are described in Annex 8.4 to the 
guideline document.13 In earlier Impact Assessment Guidelines the effects on SMEs were 
also mentioned as part of the economic impacts to be considered, but without specific 
guidance or requirements as to what should be considered.  

In interviews, EC officials have argued that the 2009 guidelines have had a big impact on 
the EC services’ use of SME test even though the SME dimension was present earlier. The 
SME test is now more enforced, expected by stakeholders and, not the least, controlled by 
the Impact Assessment Board (IAB) which was established in 2007 as a semi-independent 
control mechanism within the EC. The IAB oversees all impact assessments conducted by 
the operational units in the EC services. It also publishes its opinion on the impact 
assessment reports, but cannot reject impact assessments. The importance of this body is 
considered in chapter 4.3.3.  

An earlier review of the EC’s impact assessment was conducted by the Court of Auditors 
(CA). The CA found that, despite a number of weaknesses with regard to content and 
presentation, the EC’s impact assessments from 2003-2008 generally complied with the 
requirements specified in the EC’s guidelines. The review did not specify whether the 
reports considered impacts on SMEs.14  

In its review (February 2011) of the Small Business Act the EC states that it has begun to 
use the SME test in its impact assessments. It will increase focus on the economic situation 
for SME in response to the economic crisis. It also states that it 

“…will further strengthen the application of SME test in its impact assessment 
procedure to ensure that impacts on SMEs are thoroughly analysed and taken into 
account ... with a clear indication of the quantified effects on SMEs.”15  
 

2.2. Majority of Member States take SME concerns into account, 
but limited application of the SME test and consistency 

The survey of the 27 Member states’ use of the SME test reveals that a majority of Member 
States have implemented an SME test or a similar procedure into their national assessment 
of effects from proposed legislation.  

However, the consistency of the use of SME test among the Member States having implemented 
the SME test is highly divided. Half of the Member States perform the SME test on a consistent 
basis, the other half of the Member States use the SME test on an infrequent basis. 

2.2.1. Most Member States have implemented an SME test or other procedure 

Most Member States consider the effects of new legislation on SMEs in an SME test. 21 Member 
States – corresponding to approximately three quarters of all Member States - have some form 
of SME test, whether it is in the form of a specific SME test or in the form of giving special 
consideration to SMEs in a more general impact assessment. Only 6 Member States have not 
set up a framework for assessing how new legislation likely affects SMEs, cf. Figure 2.1. 

                                                 
13 European Commission (2009), Impact Assessment Guidelines.  
14 European Court of Auditors (2010), Impact Assessments in the European Institutions: Do They Support 
Decision-Making? Special report No 3. 
15 European Commission (2011), Review of the “Small Business Act” for Europe. 
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Figure 2.1: Most Member States use an SME test  

21 MS (78%)

6 MS (22%)

Uses SME test

Do not use SME test

 
Note: A Member State is considered as having an SME test whether it is in the form of a specific SME test or as 
giving special consideration to SMEs as part of a more general impact assessment. c.f. Box 2.2. 

Source: Copenhagen Economics based on the EC’s questionnaire. 

 
An overview of the use of SME test in the 27 Member States is shown in table 2.1.  

 
Table 2.1: Current state of implementation of SME test 

Member States that have implemented an SME test or other 
procedure 

No SME test or other procedure 

Austria Luxembourg Belgium 

Bulgaria Malta Cyprus 

Denmark Netherlands Czech Republic 

Finland Poland Estonia 

France Romania Greece 

Germany Slovakia Portugal 

Hungary Slovenia  

Ireland Spain  

Italy Sweden  

Latvia United Kingdom  

Lithuania   

Source: Copenhagen Economics based on the EC’s questionnaire. 
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Box 2.2 describes in more detail how the SME test is defined in this study. 
 

Box 2.2: Definition of the SME test 
In this report a Member State is considered as having implemented an SME test if they answer ‘yes’ to one or 
both of the following questions from the EC’s questionnaire (see Appendix 1): 

“Has the SME test already been put in place in your country?” (question Q1) 

 “Does the SME test form part of regulatory impact assessments carried out by the national administration in your 
country in view of new or modified legislation?” (question Q4) 

In this way Member States with a specific SME test in place and Member States, which consider SMEs as part of 
their general impact assessment, are considered having an SME test. 

Quality control of answers 

It has not been possible to fact check all answers from Member States. As far as possible answers have been 
checked.  

A-cross-check on whether an SME test or similar procedure is actually implemented in the Member States has 
been performed. In the questionnaire specific answers are requested regarding 3 of the 4 steps involved in the 
SME test as specified in the IA guidelines. Through the answers to these questions it can be verified that the 
Member States responding that they use an SME test also apply the procedural steps.  

Other checks have been performed as far as possible when specific questions in the EC’s questionnaire have been 
interpreted differently. For example, the official from Denmark reports that ‘the SME test has already been put in 
place’, but in the case of the Danish system there is no specific SME test as such, only a general impact 
assessment. As the Danish official explains in the interview, 99 percent of all Danish companies are SMEs in the 
EU definition. Therefore the impact assessment used in Denmark is in effect an SME test, and applying a specific 
SME test would be a waste of resources. 

In contrast, the Lithuanian official who has answered the questionnaire writes that there is no SME test in place in 
Lithuania, but that the SME test forms part of regulatory impact assessments carried out by the national 
administration in view of new or modified legislation. The Lithuanian official describes the system as: “We 
evaluate the overall impact on business conditions, not excepting SME's. Further answers in the  questionnaire 
will be linked to "Business test" (not SME test)”. 

The approaches taken by Denmark and Lithuania seem to be more or less similar. Despite the difference in 
answers, both countries should be considered to have implemented an SME test. 

Source:  Copenhagen Economics. 

 

The 21 Member States which implemented some form of an SME test is a significant 
number. This number is higher than what the EC reports in its recent review of the Small 
Business Act. The EC reports that only 8 Member states “...have integrated an SME test in 
their national decision making approach.”16 The reason for the discrepancy may be that the 
EC in its review of the SBA adopts a more narrow perspective on the use of the SME test 
while the analysis presented here allows for a wider definition of the use of the SME test.  

Given the lack of a clear definition of the SME test it is even more important to investigate 
the contents and application in the Member States. 

The following analysis of the Member States' application of the SME test is based only on 
the questionnaire answers of the 21 Member States that implemented an SME test 
according to the SME test definition in Box 2.2. 

                                                 
16 European Commission (2011), Review of the “Small Business Act” for Europe. In the EC’s review, Belgium is 
said to have implemented an SME test. However, Belgium has stated in the survey that Belgium has neither 
implemented a specific test nor considered effects of new or modified legislation on SMEs in a more general impact 
assessment.  
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2.2.1. Great difference in number of actual SME tests performed across Member 
States 

Half of the 21 Member States that have some form of SME test state that they always use 
the test, while 5 Member States state that they use the test often, cf. Figure 2.2. 

Figure 2.2: Majority of Member States use SME test on a consistent basis 

10 MS

5 MS 5 MS

1 MS

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Always Often On an ad hoc basis Never  
Note: Only the answers from the 21 Member States that consider SMEs in their impact assessments (see 

definition in box 2.2) are included in the figure.  
Source: Copenhagen Economics based on the EC’s questionnaire. 

 
The Member States using the SME test always, often, on ad hoc basis or never are listed in Table 2.2. 
 
Table 2.2: Consistency of use of the SME test 

Always Often On ad hoc basis Never 

France Bulgaria Austria Italy 

Germany Denmark Hungary  

Ireland Finland Poland  

Latvia Netherlands Slovakia  

Lithuania Romania Slovenia  

Luxembourg    

Malta    

Spain    

Sweden    

United Kingdom    

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
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Considering the number of SME tests actually performed in 2010 among the 21 Member States 
using the SME test17 it shows that half of the Member States performed ’20 or more’ SME tests in 
2010.18 The remaining Member States performed remarkably fewer SME tests, cf. Figure 2.3. 

Figure 2.3: Great dispersion in the number of SME test performed in practice in 2010 

11 MS

0 MS

1 MS

5 MS

4 MS

0%

10%

20%

30%

40%

50%

60%

20 or more 11‐19 6‐10 1‐5 0  
Note: Only the answers from the 21 Member States that consider SMEs in their impact assessments (see 

definition in box 2.2) are included in the figure. 
Source: Copenhagen Economics based on the EC’s questionnaire. 

The figure indicates that there seems to be two distinct groups of Member States. One 
group performs a large number (20+) of SME tests each year, and is therefore able to 
ensure that SMEs are taken into account in a large number of new or modified legislations.  
The other group only performs a more limited number of SME tests, 10 or fewer, and 
therefore is not able to take effects on SMEs of new or modified legislation into account to 
the same extent, cf. Table 2.3. 

Table 2.3: Number of SME tests performed in 2010 

20 or more 11-19 6-10 1-5 0 

Denmark  Netherlands Austria Italy 

Finland   Bulgaria Malta 

France   Hungary Poland 

Germany   Romania Ireland 

Latvia   Slovenia  

Lithuania     

Luxembourg     

Slovakia     

Spain     

                                                 
17 Based on the following question from the EC’s questionnaire: ”How many SME tests were carried out by your 
national administration in 2010 and in 2009 respectively?” officials must choose between the following ranges: ‘0’, 
‘1-5’, ‘6-10’, ’11-19’ and ‘20 or more’. 
18 The number of SME tests carried out by each Member State in 2010 is almost identical to the number of SME 
tests carried out in 2009. In fact, only two Member States, Slovakia and France, have experienced a change. In 
both cases, the number of SME tests has increased from ‘6-10’ in 2009 to ‘20+’ in 2010. 
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20 or more 11-19 6-10 1-5 0 

Sweden     

United Kingdom     

Note: Based on the answers from the 21 Member States (see definition in box 2.2) that have an SME test. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

A comparison of table 2.2 and table 2.3 reveals that there may be some degree of 
inconsistency in the answers provided by Member States to the EC’s questionnaire. For 
example, Ireland and Malta report that they ‘always’ apply the SME test on new legislation 
(cf. table 2.2), while they also report that ‘0’ SME tests were carried out in 2010 (cf. table 
2.3). These possible inconsistencies may be due to officials being too optimistic about the 
frequency of application of the SME test, or that they simply do not know the number of 
SME tests carried out and have chosen ‘0’ (the questionnaire does not contain an option to 
answer ‘Don’t know’). In similar fashion, Romania report that they ‘often’ apply the SME 
test, but only conducted 1-5 SME tests in 2010. 

2.3. Low degree of institutionalisation of the SME test 

The variation in Member States’ use of the SME test reflects how the test procedure is 
institutionalised. Member States institutionalise the test through several means. Mandatory 
guidelines on how to conduct SME test in place is one example. Holding each government 
agency responsible for conducting the test when new legislative proposals are prepared is 
another example.  

The general level of institutionalisation of the SME test in Member States seems to be quite 
low. A majority of Member States have guidelines in place, but in most cases it is not 
mandatory for different government services to follow these guidelines. As a consequence 
the consistency of the use of the test may be affected. Moreover, the content and quality of 
SME test will vary from one service to the other across government. This aspect of SME 
test implementation is considered to be a critical issue if the ambition is to have a 
systematic and consistent approach to impact assessments.  

Responsibility for carrying out SME test is in most cases left to individual government 
services in charge of preparing new legislative proposals, and often there is no central help 
function available for support. 

2.3.1. Most Member States have adopted guidelines; the majority national 
guidelines 

Most of the 21 Member States with an SME test in place have implemented a set of 
guidelines for how to carry out the SME test. 19 Among these Member States a majority 
make use of national guidelines rather than EU guidelines. Member States’ use of 
guidelines is reported in Table 2.4. 

 

                                                 
19 Based on the multiple choice question from the EC’s questionnaire: ”If the SME test follows any guidelines or 
toolkits, which guidelines or toolkits are used?” Five possible answers (possible to select multiple answers): ‘EU 
guidelines (as presented in European Commission (2009))’, ‘Think Small First – Considering SME interests in 
policy-making’, ‘National guidelines’, ‘Other’ or ‘Don’t know’. 
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Table 2.4: Guidelines used for the SME test 

EU guidelines National guidelines No guidelines 

Finland Denmark Luxembourg Austria 

Malta Finland Netherlands Bulgaria 

Romania France Slovakia Hungary 

Slovakia Germany Slovenia Poland 

 Ireland Spain Italy 

 Latvia Sweden  

 Lithuania United Kingdom  

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Two Member States (Finland and Slovakia) use both national guidelines and EU guidelines. Ireland is 
considered having national guidelines as they report that they use the Standard Cost Model as an SME 
test. Of the 21 Member States, 5 have not answered the question. Due to the formulation of the 
question and the answering options, these Member States are considered as not having any guidelines. 

Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

In Member States without any guidelines it is in reality difficult to talk about an SME test 
because without guidelines no clear understanding of what it entails will exist. 

2.3.2. Few Member States use a fully standardised SME test across all services 

A majority of the 21 Member States using guidelines report that it is not mandatory for 
services to follow these guidelines. Only one out of five Member States operates a fully 
standardised SME test across all services, cf. Figure 2.4: 

Figure 2.4: Few Member States use a fully standardised SME test 

 
Note: Figure based on the answer from the 21 Member States that have an SME test (see definition in box 

2.2), but 4 Member States using the SME test have been excluded from the figure since they report ‘not 
applicable’ to this question in the questionnaire. 

Source: Copenhagen Economics based on the EC’s questionnaire. 
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The level of standardisation of the SME test in the individual Member States is reported 
in Table 2.5. 

Table 2.5: Standardisation of the SME test 

Fully standardised and 
look the same across 

all services 

Template and 
guidelines, but not 

mandatory to follow 

Each service is 
responsible for 

designing the SME test 

Other/Not applicable 

Denmark Finland Austria Germany 

Latvia France Bulgaria Italy 

Luxembourg Ireland Hungary Lithuania 

United Kingdom Malta  Poland 

 Netherlands   

 Romania   

 Slovakia   

 Slovenia   

 Spain   

 Sweden   

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source: Copenhagen Economics based on the EC’s questionnaire. 
 

2.3.3. Decentralised responsibility of carrying out the SME test 

The degree of institutionalisation of the SME test in Member States depends on how 
responsibility for carrying out the SME test is placed in government. In a centralised model 
one body has the responsibility to carry out all SME tests. In a more decentralised model it 
is up to each individual service to carry out the SME tests. 

All but one Member State leaves responsibility for carrying out the SME test to the 
individual services, cf. Figure 2.5:  

Figure 2.5: Responsibility for carrying out the SME test is primarily decentralised  

 
Note: Figure only covers the 21 Member States which consider SMEs in their impact assessments (see 

definition in box 2.2), but 6 Member States that have an SME test are excluded from this statistic since 
they have reported ‘other’ or ‘not applicable’ to the question. 

Source: Copenhagen Economics based on the EC’s questionnaire. 
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The level of centralisation of the SME test in different Member States is reported in Table 2.6. 

Table 2.6: Centralisation of responsibility for carrying out the SME test 

Centralised SME test 
function 

Each service 
responsible but a 

collective SME test help 
desk exists 

Each service is fully 
responsible Other/not applicable 

Romania Malta Latvia Poland 

 Finland Sweden Netherlands 

 Denmark Hungary Lithuania 

 Luxembourg Austria France 

 United Kingdom Slovenia Italy 

  Bulgaria Slovakia 

  Germany  

  Spain  

  Ireland  

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source: Copenhagen Economics based on the European EC’s questionnaire. 

 

2.4. Major difference in methodological depth across Member 
States 

There is much variation in the level of sophistication of the methods and procedures behind 
the SME test in different Member States. Some Member States have implemented quite 
sophisticated methods. This is the case e.g. in the United Kingdom and Sweden.  

Other Member States have a less well-developed approach to the SME test, such as for 
example Poland and Italy. 

2.4.1. Stakeholder consultations are an integral part of SME tests in most 
Member States 

A majority of the 21 Member States use stakeholder consultations – i.e. consultations 
with companies affected by new or modified legislation or their representatives in 
business associations – as input to the SME test.20 This is in line with the EC’s 
recommendations. Specifically, half of the 21 Member States ‘always’ use stakeholder 
consultations, cf. Figure 2.6. 

 

                                                 
20 Based on the multiple-choice question from EC’s questionnaire: “When the SME test is carried out, does it 
include consultations with SME representatives/stakeholders?” Six possible answers: ‘Yes, always’, ‘Yes, in the 
majority of cases’, ‘Yes, on an ad-hoc basis’, ‘No, never’, ‘Don’t know’ and ‘Not applicable’. 

- 28 -IP/A/ITRE/ST/2010-08 PE464.437



Barriers and Best Practices in SME Test Implementation 
_____________________________________________________________________________________________________________________________________ 

 

Figure 2.6: Majority of Member States use stakeholder consultations in the SME test  
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Note: Figure only covers the 21 Member States, which consider SMEs in their impact assessments (see 

definition in box 2.2). Germany has answered ‘Yes’, and is counted as ‘Yes, always’. However Italy is 
not included in the figure due to answering ‘Not applicable’ to the question. 

Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

 

The use of stakeholder consultations is reported in Table 2.7. 

 

Table 2.7: Member States using stakeholder consultations with SME stakeholders 

Always Majority of cases Ad-hoc basis Never Not applicable 

Austria Finland Poland Luxembourg Italy 

Bulgaria Hungary Slovenia   

Denmark Lithuania    

France Netherlands    

Germany Romania    

Ireland Slovakia    

Latvia Spain    

Malta     

Sweden     

United Kingdom     

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source: Copenhagen Economics based on the EC’s questionnaire. 
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2.4.2. A majority of the SME tests include monetarisation or quantification of 
impacts on SMEs 

A majority of the SME tests assess the likely consequences of proposed legislation in ‘hard’ 
and quantifiable manner. In fact, two-thirds of the 21 Member States report that they 
either ‘always’ or ‘often’ carry out cost benefit analyses which monetarise (e.g. calculate 
financial costs to SMEs) or quantify (e.g. calculate change in emission of CO2) impacts on 
SMEs, cf. Figure 2.7: 

Figure 2.7: Most Member States frequently carry out ‘hard’ quantifications 

 
Note:  Only the answers from the 21 Member States that consider SMEs in their impact assessments are 

included in the figure (see definition in box 2.2). Germany and Spain are however excluded due to not 
answering the question. Member States are recorded as using a particular consultation method if input 
is used ’always’ or’ often’ (corresponding to ’1’ or ’2’ in the questionnaire). 

Source: Copenhagen Economics based on the EC’s questionnaire. 

The share of the SME tests which are quantified and/or monetarised is surprisingly high. A 
survey conducted by the British Chambers of Commerce showed a different result for the 
UK, namely that costs are only quantified in 49 percent of cases in the United Kingdom in 
2009. This is somewhat remarkable, as the analysis shows that the United Kingdom is one 
of the Member States which is most advanced in terms of quantification and 
monetarisation. Unfortunately, the data of the questionnaire does not allow for a more 
detailed check of the actual quality of the monetarisation and quantification of the SME 
tests. The finding from the British Chambers of Commerce is reported in Table 2.8: 

Table 2.8: 49 percent of impact assessment in the UK were quantified in 2009 

Year Share of impact assessments with quantification of costs 

2004 64% 

2005 33% 

2006 28% 

2007 29% 

2008 39% 

2009 49% 

Source: British Chambers of Commerce (2010), Is regulation really good for us? p. 24. 
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Several reasons may cause the inconsistency between the surveys on this issue: A) 
Government officials are too optimistic in their assessment of the share of SME test which 
quantify likely effects on SMEs and so report share which are too high; B) The British 
Chambers of Commerce may generally set stricter requirements for concluding when the 
effects of a new legislation are properly quantified; C) The data material used in the 
publication from the British Chambers of Commerce is from 2008/2009, whereas the EC’s 
questionnaire is conducted early 2011.  

It is surprising that the number of SME tests containing some kind of quantification is 
greater than the number of SME tests containing a more ‘soft’ or qualitative assessment of 
the consequences of new legislation. One would assume that a soft approach is used more 
often because it is more easily prepared than more formal quantitative analyses of impacts.  

The 21 Member States’ use of methods is highlighted in Table 2.9. 

Table 2.9: Methods of assessing cost and benefits of legislative proposals 

Quantification Monetarisation Soft Qualitative Other No answer 

Austria Austria Austria Bulgaria Hungary Germany 

Bulgaria Bulgaria Bulgaria Denmark Lithuania Spain 

Finland Denmark Denmark France Malta  

France Hungary Finland Hungary Sweden  

Hungary Latvia Ireland Latvia   

Ireland Malta Latvia Netherlands   

Latvia Netherlands Luxembourg Poland   

Malta Poland Netherlands Slovakia   

Netherlands Slovakia Poland Sweden   

Poland Slovenia Sweden 
United  
Kingdom 

  

Slovenia Sweden 
United  
Kingdom 

   

Sweden 
United  
Kingdom 

    

United  
Kingdom 

     

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2).  
Source: Copenhagen Economics based on the EC’s questionnaire. 

2.4.3. More than half of the Member States have implemented a procedure of a 
quality check of the SME tests 

The analysis shows that 12 Member States have implemented some form of procedure for 
checking quality of the SME tests and to ensure that tests have been carried out in a 
satisfactory way.21 Among these Member States, 7 Member States carry out quality control 
in an independent body, 5 Member States carry out an internal quality check within the 
responsible service, cf. Figure 2.8: 
                                                 
21 Original multiple choice question from EC’s questionnaire: “Is there a quality control foreseen for checking the 
quality of the SME tests and/or if they are carried out in line with the existing guidelines?” Five possible answers: 
‘Yes, there is an independent body checking the quality of SME test carried out by the national administration’, 
‘Yes, but the quality is checked at the level of the service responsible for carrying out the SME test (i.e. the control 
is not fully independent)’, ‘No, there is no quality control’, ‘Don’t know’ and ‘Not applicable’. 
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Figure 2.8: Half of the Member States have implemented a quality control 
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Note:  Only the answers from the 21 Member States that consider SMEs in their impact assessments (see 

definition in box 2.2) are included in the figure.  
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

Use of quality control of the SME test is shown in table 2.10. 

Table 2.10: Quality control of the SME test 

Checked by 
independent body 

Checked by 
responsible 
service No quality control Don't know Not applicable 

France Denmark Austria Latvia Italy 

Germany Finland Bulgaria  Poland 

Ireland Netherlands Hungary   

Luxembourg Slovakia Lithuania   

Romania Spain Malta   

Sweden  Slovenia   

United Kingdom     

Note: Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 
 

2.5. General effectiveness of the SME tests 

A majority of the 21 Member States applying an SME test state that they adjust policy as a 
consequence of the SME test. The current study shows that three quarters of Member 
States applying an SME test use mitigating measures for SMEs to adjust the proposed 
regulation, for example through simplified reporting requirements. The study also shows 
that only one-third of the Member States applying an SME test and which use mitigating 
measures will systematically follow up on their effectiveness. 

The analysis shows that most Member States feel that the SME test adds real value to 
policy-making, but only one-fifth of Member States report that the Small Business Act has 
made a difference to the way the SME tests are carried out in their home country. 
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2.5.1. Most Member states use mitigating measures as follow-up action 

A majority of the 21 Member States, who use an SME test, use mitigating measures as 
follow-up actions to the SME test.22 Mitigating measures can for example be simplified 
reporting requirements or exemptions from certain legislations for SMEs. The 
questionnaire shows that three quarters of the 21 Member States use mitigating 
measures, cf. Figure 2.9. 

Figure 2.9: The majority of Member States use mitigating measures  

76% (16 MS)

24% (5 MS)

Use of mitigating 
measures

No use of mitigating 
measures

 
Note: Only the answers from the 21 Member States that consider SMEs in their impact assessments are 

included in the figure (see definition in box 2.2). A Member State is considered to use mitigating 
measures if at least one type of mitigating measure is reported in the questionnaire. Due to the 
formulation of the question and the answering options, answers as ‘Don't know’ and ‘Not applicable’ are 
considered as an expression of the Member States not using mitigating measures. 

Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

25 percent of the 21 Member States applying an SME test do not use mitigating measures 
for SMEs in new legislation. 

Member States’ use of mitigating measures is reported in Table 2.11: 

                                                 
22 Original question in the EC’s questionnaire: “If mitigating measures are proposed as a result of the SME-test, 
which measures are used in your country?” The following nine answers (possible to select multiple answers): 
‘Complete or partial-size related exemptions for SMEs’, ‘Temporary exemptions’, ‘Tax reductions or direct financial 
aid’, ‘Reduced fees for SMEs’, ‘Simplified reporting obligations for SMEs’, ‘Specific information campaigns or user 
guides, training and dedicated help desks etc.’, ‘Other’, ‘Don’t know’ and ‘Not applicable’. 
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Table 2.11: Use of mitigating measures 

Use of mitigating measures No use of mitigating measures 

Austria Lithuania France 

Bulgaria Malta Italy 

Denmark Netherlands Luxembourg 

Finland Poland Slovenia 

Germany Romania Spain 

Hungary Slovakia  

Ireland Sweden  

Latvia United Kingdom  

Note:  Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

2.5.2. Many types of mitigating measure are used in practice 

Among the 16 Member States using mitigating measures, the most common types of 
mitigating measures used, are ‘Specific information campaigns or user guides, training and 
dedicated help desks etc.’ and ‘Simplified reporting obligations for SMEs’,23 cf. Figure 2.10: 

Figure 2.10: Many types of mitigating measures used in practice 
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Note:  Only the answers from the 16 Member States that report that they use mitigating measures are part of 

the figure. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

The multitude of mitigating measures used shows that Member States seem to be willing to 
use a wide range of different solutions to problems identified in the tests. Member States’ 
individual use of mitigating measures is presented in Table 2.12.   

                                                 
23 Based on the question in the EC’s questionnaire: “If mitigating measures are proposed as a result of the SME 
test, which measures are used in your country?” Nine possible answers: ‘Complete or partial-size related 
exemptions for SMEs’, ‘Temporary exemptions’, ‘Tax reductions or direct financial aid’, ‘Reduced fees for SMEs’, 
‘Simplified reporting obligations for SMEs’, ‘Specific information campaigns or user guides, training and dedicated 
help desks etc.’, ‘Other’, ‘Don’t know’ and ‘Not applicable’. 
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Table 2.12: Mitigating measures used by Member States 

Specific 
info 

campaigns 
etc. 

Simplified 
reporting 
obligation 

Tax 
reductions 
or direct 
financial 

aid 

Complete 
or partial 

exemption 

Temporary 
exemption 

Reduced 
fees 

Other Not 
applicable 

Austria Austria Bulgaria Austria Austria Austria Denmark France 

Bulgaria Bulgaria Germany Bulgaria Denmark Bulgaria  Italy 

Denmark Denmark Hungary Denmark Germany Germany  Luxembourg 

Finland Finland Ireland Germany Latvia Hungary  Slovenia 

Germany Germany Latvia Latvia Malta Malta  Spain 

Hungary Hungary Lithuania Malta Poland Poland   

Ireland Latvia Malta Poland Romania Romania   

Latvia Malta Netherlands Sweden Sweden Sweden   

Lithuania Netherlands Poland United 
Kingdom 

United 
Kingdom 

United 
Kingdom 

  

Malta Poland Romania      

Poland Romania Slovakia      

Romania Sweden Sweden      

Sweden United 
Kingdom   

    

United 
Kingdom    

    

Note:  Based on the answers from the 21 Member States, which have an SME test (see definition in box 2.2). 
Source:  Copenhagen Economics based on the EC’s questionnaire. 

 

2.5.3. Less than half of the Member States systematically follow up on the 
effectiveness of mitigating measures used 

Out of the 16 Member States that use mitigating measures, 7 Member States report that 
they systematically follow up on the effects of these.24 The distribution of Member States 
monitoring mitigating measure is shown in Figure 2.11: 

 

                                                 
24 Original question from questionnaire: “If mitigating measures are proposed as a result of the SME test, do you 
systematically monitor these to see if they work in practice in terms of relevance and efficiency?” 
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Figure 2.11: Nearly half of the Member States monitor mitigating measures  
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Note: The figure shows the proportion of the 16 Member States using mitigating measures which 

systematically monitor their effectiveness. 
Source: Copenhagen Economics based on the EC’s questionnaire. 
 

The efforts to monitor the effectiveness of mitigating measures across all 21 Member 
States using the SME test are reported in table 2.13: 

Table 2.13: Monitoring of mitigating measures 

Monitors mitigating measures No monitoring of mitigating 
measures Not applicable / Don’t know 

Germany Austria Malta 

Ireland Denmark Finland 

Latvia Hungary Lithuania 

Poland Luxembourg Spain 

Romania Netherlands France 

Slovakia Sweden Slovenia 

United Kingdom  Bulgaria 

  Italy 

Note: Based on the answers from the 21 Member States applying an SME test (see definition in box 2.2). 
Source: Copenhagen Economics based on the EC’s questionnaire. 

2.5.4. Most Member States feel that the SME test adds real value to SMEs 

In the questionnaire, officials were asked to assess whether they think that the SME test 
adds real value for SMEs.25 A majority of the Member States reported that they think that 
the SME test adds real value, cf. Figure 2.12: 

                                                 
25 Original question from questionnaire: “In your view, does the SME test have a policy impact and a real value 
added for SMEs in your country?” Four possible answers: ‘Yes, definitely’, ‘Probably not’, ‘Don’t know’ and ‘Not 
applicable’. 
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Figure 2.12: A majority of government official report that the SME test adds real 
value  

 
Note:  Based on the answers from all 27 Member States. However, 9 Member States are excluded from the 

figure as they answer ‘Not applicable’ to the question. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 

 

It should be noted that these are expressions of the subjective view of the officials, and 
that the officials may be somewhat coloured in their opinion, since they are all involved in 
the SME test in their respective countries. The only country where the government official 
does not think that the SME test adds value is Slovenia, cf. Table 2.14. Slovenia has a 
rather basic SME test and does not use the test consistently. The 6 Member States which 
have not implemented the SME test all reports ‘not applicable’ to the question. 

Table 2.14: Does the SME test add real value to policy making?  

Yes, definitely Probably not Don't know Not applicable 

Austria Slovenia Denmark Belgium 

Bulgaria  France Cyprus 

Finland  Germany Czech Republic 

Hungary  Lithuania Estonia 

Latvia  Slovakia Greece 

Luxembourg   Ireland 

Malta   Italy 

Netherlands   Poland 

Romania   Portugal 

Spain    

Sweden    

United Kingdom    

Note:  Based on the answers from all 27 Member States. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
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2.5.5. The Small Business Act has some effect on national assessment of political 
initiatives 

Many Member States have a strong tradition for assessing the impact of new legislation and 
have had an SME test or similar procedure in place before the EC’s policy was launched in 
the Small Business Act (SBA) in 2008. Therefore it is not surprising that more than half of 
all the 27 Member States report that the SBA has not influenced the way that national 
authorities assess potential effects of new political initiatives on SMEs.26  

However, 6 out of 27 Member States (22 percent) think that the SBA has had an effect on 
the way they assess impacts on SMEs in all or some policy areas. The majority of these 
Member States have come some way in implementing an SME test. Apparently, these 
Member States have been receptive to the recommendations in the SBA. In chapter 3 it will 
be shown that this group of Member States have certain characteristics as a follower group.  

In addition, it is possible that the SBA will have a positive impact on future plans for 
adjustments to the SME test in 4 Member States, cf. Figure 2.13.  

Figure 2.13: The SBA has had some effect in Member States  
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Note: The figure covers all 27 Member States. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

The reported effect of the SBA in the individual Member States on implementation of the 
SME test is presented in Table 2.15: 

 

                                                 
26 Original multiple-choice question from questionnaire: “Has the introduction of the SBA affected the ways in 
which your national authorities assess potential effects of new political initiatives on SMEs?” Officials had six 
possible answers to this question: ‘Yes, since the introduction of the SBA the potential effects of new political 
initiatives on SMEs are evaluated more systematically across some policy areas affecting business’, ‘Yes, since the 
introduction of the SBA the potential effects of new political initiatives on SMEs are evaluated more systematically 
across all/most policy areas affecting business’, ‘No, as the equivalent of an SME-test was in place already before 
the adoption of the SBA’, ‘No, the SBA has had no effect on the general implementation of an SME-test’, ‘No, not 
yet, but there are concrete plans for adjustments in this direction’ and ‘Don’t know’. 
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Table 2.15: Effect of the Small Business Act on implementation the SME test 

Yes, more 
systematically 
across 
all/most policy 
areas affecting 
businesses 

Yes, more 
systematically 
across some 
policy areas 
affecting 
businesses 

No, as 
equivalent of 
an SME test 
was in place 
already before 
the SBA 

No effect of 
SBA on the 
general 
implementatio
n of an SME 
test 

No effect yet, 
but there are 
concrete plans 
for 
adjustments 

Don’t know/ 
Missing 

Latvia Luxembourg Denmark France Austria Greece 

Portugal Poland Finland Hungary Bulgaria Spain 

 Romania Germany Italy Malta  

 Slovakia Netherlands Lithuania Belgium  

  Sweden Slovenia   

  
United  
Kingdom Czech Republic   

  Ireland Cyprus   

   Estonia   

Note:  The table covers all 27 Member States. 
Source:  Copenhagen Economics based on the EC’s questionnaire. 
 

2.6. The SME test is obligatory for the EC services, but its use is 
lacking transparency and consistency27 

The SME test is an integral part of the EC’s Impact Assessment (IA) guidelines. It is 
mandatory for the EC services to conduct an SME test. The IA guidelines state: 

“The IA should analyse whether SMEs are disproportionately affected or 
disadvantaged compared to large companies and if so, options should cover 
alternative mechanisms and flexibilities in approach that might help SMEs to 
comply.”28 

The EC is also committed to further improve the use of the SME test procedure. Recently, 
the EC has stated that it: 

“…will further strengthen the application of the SME test in its impact assessment 
procedure to ensure that impacts on SMEs are thoroughly analysed and taken 
into account ... with a clear indication of the quantified effects on SMEs.”29 

As part of this study, personal interviews have been conducted with EC services officials as 
well as representatives of pan-European business associations. Furthermore, a review of 
impact assessment reports from selected Directorates-Generals (DGs) in 2010 has been 
carried out, in addition to desk research of relevant studies and reports. 

The study concludes that the EC has implemented the SME test across its services. In 
general, the EC services apply the necessary steps in order to assess the relevance of the 
SME test and consult stakeholders. This is supported by strong institutional measures 
across services.  

In spite of this, the qualities of the tests vary from test to test. Moreover, the analysis itself 
is not always fully transparent and results are presented in different ways. 

                                                 
27 This section is based primarily on interviews with EC officials and pan-European business associations as well as 
reviews of a selection of IA reports from 2010, see also box 3.2. 
28 European Commission (2009), Impact Assessment Guidelines. 
29 European Commission (2011), Review of the “Small Business Act” for Europe. 
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This lack of transparency and consistency may nourish a suspicion – rightful or not – that 
the EC is not fully complying with its own guidelines and commitments, and is not fully 
taking the conclusions of the test into account. Such a suspicion can in turn create distrust 
towards EC services and policies. 

In this section it is analysed how and to what extent the EC services use the SME test. The 
section also considers how the test has become part of the EC procedures when preparing 
new legislative proposals. Lastly, the section investigates the effectiveness of the SME test 
on policy-making. 

The barriers to the implementation of the SME test in the EC services are discussed in 
detail in chapter 3.6. 

2.6.1. The use and content of the SME test varies  

It is mandatory for the EC services to conduct the SME test as part of impact assessments.  

An EC service must always do the first two steps in the SME test procedure, i.e. 
consultation with stakeholders and preliminary assessment of the likely impact. These two 
steps are necessary in order to decide on the relevance of the test. In case the consultation 
and the preliminary assessment show that there will be impacts affecting SMEs, the EC 
service should go for the next two steps, i.e. conduct an assessment of the impacts, 
preferably a quantitative assessment, and consider mitigating measures.  

However, the responsible EC service may consider the proportionality of doing an SME 
test.30 Thus, in cases where it is not be possible or very expensive to conduct an advanced 
quantitative impact assessment the EC will find alternative methods of assessing the 
impacts. Also, if the legislative proposal is expected to have insignificant effects on SMEs, 
the EC service may decide not to conduct the full SME test. 

As a consequence, the exact content of the SME tests and how they are reported are 
decided on a case-by-case basis. Interviewed officials acknowledge that despite mandatory 
guidelines there is variation in the way the tests are conducted and the way the results are 
presented.  

Review of 22 IA reports 
A review of 22 IA reports from 2010 has been conducted. The basis for the review is 
described in Box 2.3. 

Box 2.3: Review of the EC’s SME test in selected DGs IA-reports in 2010 
We selected five DGs covering policy areas of particular importance to businesses to review the EC’s use of the 
SME test in their impact assessments. The selected DGs were: DG Enterprise and Industry, DG Internal Market 
and Services, DG Economic and Financial Affairs, DG Competition and DG Environment. We looked through all 
impact assessment reports from 2010 (22 in total) from these DGs, to clarify whether the SME test was carried 
out and how the results were presented. The SME test implies, as earlier noted, four steps: 

1. Consultation with SMEs’ representatives 

2. Preliminary assessment of businesses likely to be affected 

3. Measurement of the impact on SMEs 

4. Assess alternative options and mitigating measures 

The review investigates whether these four steps have been carried out in the impact assessments from 2010 from 
the selected DGs. The number of impact assessments covering each step is displayed in table 2.16 above. 

In the review we have not looked into the substance of the particular impact assessments in every report.  

Source: Copenhagen Economics. 

 

                                                 
30 Interview with several EC officials conducted as part of this study. 
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The review confirms that the first steps of the SME test are performed in most cases. The 
review also shows that not all four steps are performed every time. In particular, the more 
advanced step for dealing with mitigating measures is rarely performed. It is also found 
that the extent to which the IA reports actually report the results of the SME test vary. The 
overall result of the survey is presented in Table 2.16. 

Table 2.16: SME test in IA reports from selected DGs in 2010 

Directorate 
General 

Number of 
IA 

Step 1: 
Consulta-
tions held 
(specific 

consultations 
with SME 

repr.) 

Step 2: 
Preliminary 
assessment 

Step 3: 
Measure-
ment of 

impacts on 
SMEs 

Step 4: 
Assessment 

of 
mitigating 
measures 

IA 
containing 

specific SME 
sections 

Enterprise and 
Industry 

5 5 (2) 5 5 2 3 

Internal 
Market and 
Services 

11 11 (2) 10 7 2 4 

Economic and 
Financial 
Affairs 

1 1 (0) 0 0 0 0 

Competition 4 4 (1) 4 4 0 4 

Environment 1 1 (1) 1 1 0 1 

Total 22 22 (6) 20 17 4 12 

Note: In one of the two cases where preliminary assessment has not been carried out, the IA is considering 
specific sectors with a limited number of actors, which might imply that carrying out the SME test would 
be irrelevant. 

Source:  Copenhagen Economics based on 2010 impact assessment reports from selected DGs. 
 

The first step - consultations with stakeholders – was conducted in all 22 cases surveyed. 
However, SME representatives were consulted in only 6 cases. European business 
associations confirm in interviews that they are seldom consulted.31 

The second step - the preliminary assessment of a likely impact on SMEs - was conducted 
in 20 out of the 22 cases. The two cases ‘missing’ concern a proposal regarding cross-
border transport of euro cash and a proposal regarding the supervision of financial 
conglomerates. SMEs are mentioned only indirectly in the impact assessments. The Impact 
Assessment Board does not comment on the absence of an SME test in the Board’s 
published opinions in the two cases concerned. 

In Box 2.4, it is reported how the EC services explain the lack of the SME test in the two 
cases. The cases illustrate two things. Firstly, there may be legislative proposals where it is 
not relevant to conduct the full SME test. Secondly, the cases show why readers may have 
difficulties in tracing the SME test in the impact assessment reports. It is unclear whether 
the EC has conducted the preliminary assessment. The readers are not informed about its 
results and the reasons for not conducting the full SME test.  

                                                 
31 The EC reports that public consultations are open to all stakeholders including SMEs. Specific consultations with 
SME representatives are not obligatory but are used in certain cases. In all cases, the consultation period is at 
least 8 weeks long. 
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Box 2.4: Examples of two IA reports with no SME test 
Concerning the cross-border transport of euro cash impact assessment report, the EC has stated in interviews 
with Copenhagen Economics that a section contains detailed analysis of the affected stakeholders. Some of the 
affected stakeholders may happen to be SMEs, but the report does not flag the size of affected businesses as a 
discriminating factor. Geographical location is the most relevant factor, it is argued. Therefore, the EC argued that 
focus on other factors is in line with ‘the principle of proportionality’. 

Concerning the second IA report on supervision of financial conglomerates, the legislative proposal may impact 
SMEs to the extent that there are impacts on conglomerates’ clients. The report assesses this not to be the case 
on p. 41:  

"As regards clients of the affected financial groups, the impact is expected to be negligible with 
respect to the availability of products and their pricing, given the overall materiality level of the 
net incremental effect of this proposal on the latter. Clients should not even worry about the 
differences between the regulatory treatment of banks, insurers and conglomerates. They trust 
that the supervisory framework is comprehensive and prudent, and this revision is especially 
aimed at enhancing that notion." 

Indirectly, a preliminary assessment of SMEs can be said to have carried out since the EC has considered whether 
clients, including SMEs, are likely to be affected. 

Source: Copenhagen Economics’ interview and correspondence with Michael Gremminger, Head of Unit, Better 
Regulation and Impact Assessment, Secretariat-General. 

 

The third step - involving the actual assessment of impacts on SMEs - was conducted in 17 
out of 22 cases. However, the assessments vary in content and methods used. Ranging 
from detailed quantified estimations of impacts to pure qualitative assessments, where the 
magnitude of the impact is not clear.32 It is often stated that the latter method is chosen 
due to lack of available data.33 

The fourth step – the assessment of mitigating measures – is carried out in 4 cases only. 
This step is considered to be crucial when it is concluded that a regulation will affect SMEs 
disproportionately compared to other enterprises. The SME test will not have an effect if 
alternatives to the proposed regulation are not considered in situations when SMEs are 
found to be disproportionately affected. However, there may be situations where policy 
proposals are justified without the use of mitigating measures, since other factors, such as 
environmental and health & safety, may have higher priority. 

The rare application of the fourth step of the impact assessments may point to a possible 
challenge within the EC services with regard to making use of mitigating measures.  

However, it is not possible to conclude whether or not the EC services actually do consider 
possible mitigating measures in all cases. This would require a much more detailed analysis 
of the proposals and the impact assessment reports. 

Concerning the presentation of the SME test and its results, it is found that 12 out of the 22 
reviewed IA reports contain separate sections describing the impacts on SMEs. The level of 
detail and content vary considerably.34 This result also points to a possible challenge. 

According to the interviews, the inconsistent presentation of the SME test results is a 
separate problem. 

                                                 
32 An example of a detailed quantification is SEC(2010)1277, and of pure qualitative assessment is SEC(2010)413. 
33 An example is SEC(2010)1590, where it is stated that ’There are limited data to support a specific assessment 
of the impacts on SMEs.’ 
34 An example is SEC(2010)850 which only contains six lines and a table stating that there are not many SMEs in 
the sector, while SEC(2010)1590 contains almost a page and a half (50 lines) with a more detailed analysis of the 
impact on different groups of SMEs. 
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Reasons for variation in the SME test 

In interviews, EC officials state that the test is done whenever relevant. The relevance of 
applying the full SME test is investigated by the EC services in the preliminary assessment 
at step 2 of the SME test. However, it is also pointed out that the quality of the tests and 
the presentation of the results may represent a challenge. 

An official in DG Enterprise put it this way:  

“The quality of the SME test varies from DG to DG, since different DGs have different 
sensibilities as regards to SMEs. Still, the overall quality has improved over the last 
years.”  

The same official explains that there is not a single format of the test to use when services 
carry out the SME test. The services can pick different methods and do so in reality.  

Other EC officials argue that, in general, the quality is appropriate and that the Impact 
Assessment Board (IAB) checks the quality. When needed, the EC services apply advanced 
methods and sophisticated empirical analyses. Often, external experts are involved in 
carrying out the analyses.  

According to the same officials, it is not due to a of lack of interest or awareness on the 
part of the EC services concerned, if the SME test is not reflected in the IA reports. The 
reason for not presenting the test and its results is the lack of relevance of the legislative 
proposals for SMEs. Another explanation - in line with the review of the IA reports - is that 
data does not allow for more sophisticated assessments. Furthermore, it is argued that it is 
not required to present the SME test results. Moreover, the SME test is only one element in 
a much more complex impact assessment that the EC must carry out. 

EC officials state, that the way the test is carried out varies from case to case, and that this 
is a good thing. In one interview an EC official described how the different consultation 
options available to the EC services provide an excellent opportunity to choose the option 
most fit for the purpose. The EC may use an expert group to discuss a proposal, invite SME 
organisations to comment, contact suppliers working closely with SMEs, activate the 
European Test panel of 3,500 companies of all sizes, or invite to workshops or conferences. 
Furthermore, the use of inter-service consultation with for instance DG Enterprises’ SME 
Unit is also seen as important. In every case it is considered which consultation method is 
the most appropriate. 

The European Association of Craft, Small and Medium-sized Enterprises (UEAPME) argues, 
that it is often not possible to find out what has actually been done as part of an SME test. 
In fact, the UEAPME doubts that the SME test is done consistently and properly since there 
is little documentation to prove it.35  

The lack of proper presentation of the SME test in the IA reports, as documented in the 
review, seems to constitute a problem in itself. It seems to contribute to doubts among 
stakeholders that the EC is willing to implement the SME test in full.  

2.6.2. Institutionalisation of SME test has driven forward change 

The interviews with officials and stakeholders have pointed to three key factors explaining 
why the SME test is being used more and more consistently across EU services.  

The first factor is the existence of formal operational guidelines incorporating the SME test 
in combination with a clear policy stance. With the incorporation of the SME test in the IA 
guidelines in 2009 and the adoption of the SBA important steps were taken leading to a 
much stricter application and streamlining of processes. 
                                                 
35 Interview with UEAPME. 
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From a formal point of view, not much changed when the SME test became part of the 
revised IA guidelines in 2009. EC officials argue that it was already an obligation to assess 
the impact on SMEs before the revised guidelines were adopted in 2009. What was new in 
2009 was the inclusion of a separate annex in the guidelines on the SME test. Now, the four 
operational steps were described. As a consequence, SMEs were more explicitly singled out 
as a key issue to be examined where appropriate. The SBA had also highlighted the 
importance of SMEs. Hence, it became more important politically to emphasise this part of 
the EC services impact assessments. 

The effect of the inclusion of the SME test in the guidelines has been, according to EC 
officials, that the test is now more emphasized, enforced and even more controlled. It is also 
acknowledged that the existence of more operational IA guidelines has helped the adoption 
of the test across services. Furthermore, stakeholders expect the test to be conducted.  

A second factor that can explain the more consistent use of the SME test is the improved 
cooperation across EC services. One example of this is the inter-service steering groups 
(IASGs) that accompany the process of impact assessment and include the relevant DGs as 
well as the Secretariat-General. The participation in relevant IASGs allows DG Enterprise, 
which has a strong interest in SMEs, to voice concern if the SME test is not conducted 
properly or if important aspects are not analysed. Officials from other DGs mention in 
interviews that if concerns from DG Enterprise are not incorporated, the service preparing 
the legislative proposal and the IA report may face problems at a later stage of the 
decision-making process.  

Furthermore, DG Enterprise functions as a help desk and can offer support and guidance to 
other operational units. Similar functions are seen in several Member States as well. 

A third factor that can help explain the increased consistency in the application of the SME 
test is the establishment of the Impact Assessment Board (IAB). The IAB’s role as an 
external control mechanism has pushed DG’s to set higher internal standards of the SME 
test. Moreover, there has been a change in the roles of individual units within DG’s as the 
IAB has been established as a quality control mechanism. As a consequence, the internal 
expert units in DG’s typically dealing with analyses are not performing the quality control in 
the same way they perhaps used to. Now, the expert units are working closer with the 
operational units responsible for the legislative proposal. The expert unit has become a 
‘critical friend’ working with the operational units to do impact assessments that can stand 
the scrutiny of the IAB. 

Interviews with EC services show that the IAB has a strong disciplinary effect. The reason is 
that the IAB can publish critical opinions if a specific operational unit does not live up to the 
IA guidelines. The opinions of the IAB are not formally binding, but the opinions accompany 
the draft legislative proposal through out the EC’s political decision-making process. 
Individual EC officers describe the risk of receiving a critical opinion from the IAB as ‘a big 
threat’. Officials do not like to be publicly criticised for their work. Furthermore officials 
would most probably also try to avoid criticism in order not to delay the legislative process. 
Therefore, the operational units preparing the impact assessments as well as the expert 
units responsible for analyses in different DGs are aware of the requirements that the IAB 
enforces. It is important for the DGs to achieve a good track record in the board.  

Business associations acknowledge that the IAB plays a key role. Business associations 
would like to have an even stronger IAB.  

Interviews also pointed to other measures in the EC services that have pushed the use of 
the SME test forward. The use of roadmaps is one example. Road maps are communication 
to stakeholders and to DGs about the planned impact assessment work concerning specific 
proposals, and are published by the IAB. The roadmaps are intended to inform stakeholders 
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about the work to be carried out and to better involve stakeholders in the process. Other 
measures are training in how to perform impact assessments and the help desk function 
provided by DG Enterprise mentioned earlier. 

2.6.3. Effectiveness of the EU level SME test is uncertain 

On the one hand, officials from the EC services generally view the SME test as effective.  

Several examples of proposals are mentioned by the EC officials interviewed where the SME 
test has led to adoption of proposals taking SMEs into account. In the Accounting Directive 
and in the Transparency Directive, SMEs are not subject to the same requirements as large 
enterprises. In the case of the Accounting Directive, the EC started a review process with a 
view to simplify the requirements for SMEs.36 Micro enterprises are exempt of reporting 
requirements laid down on enterprises in general. Also, the Late Payment Directive is 
mentioned as an example where SME impacts are thoroughly analysed. 

In interviews, EC officials have stressed that often the EC must take several aspects into 
account when considering effects on SMEs. For instance, in the case of the Transparency 
Directive, the EC considered to loosen the rules for SMEs and, hence apply a distinct 
transparency regime for SMEs. A majority of SME stakeholders advocated for exactly that. 
However, the EC also had to consider arguments against a specific treatment of SMEs. For 
instance it was considered, if loosening the rules could make SMEs less attractive for 
investors.37   

On the other hand, business associations interviewed are generally critical of the 
effectiveness of the SME test. They argue that the SME test is used politically to support 
specific proposals by the EC. The SME tests are not perceived as objective assessing 
alternative policy options in a neutral manner. Alternatives are not properly considered and 
are not presented objectively. Furthermore, draft IA reports are not sent out in hearings 
and made available for comments. Only when the reports are finalised and made public, do 
the associations become aware of their existence. The associations claim that they are in 
general not directly involved in the consultations38 and are not invited to contribute to the 
analyses. This is clearly contrary to the stated intentions of the EC officials interviewed. 

                                                 
36 See http://ec.europa.eu/internal_market/accounting/sme_accounting/review_directives_en.htm  
37 Interview with Werner Stengg. See also relevant IA report: European Commission, Transparency Directive 
Assessment Report, prepared by Mazars for the European Commission 
38 Public consultations are open to all stakeholders, including SMEs. 
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3. CHALLENGES AND BARRIERS TO IMPLEMENTATION 

KEY FINDINGS 

• Member States are facing different challenges and barriers regarding the further 
implementation of the SME test. The challenges and barriers they face reflect their 
stage of implementation of the SME test.  

•   Member States can be grouped in three groups with regard to the consistency of 
use of the test and the sophistication of the methods and procedures used. The three 
groups are named a 'starter group', a 'follower group' and an 'advanced group'. The 
EC services belong to the advanced group. Within each group, the challenges and 
barriers to further implementation of the SME test are often the same. 

• Member States in the starter group with very limited SME tests often struggle with 
lack of political decision concerning use of the SME test, weak institutional framework, 
limited resources available for SME test and division of power on different 
administrative levels. 

• Member States in the follower group struggle with inconsistent application of SME 
test and a lack of fixed procedures for application of the test. Political understanding of 
the contribution of the SME test is often low. 

• Member States in the advanced group are challenged by a lack of compliance with 
the implemented standards and guidelines across all government services.  

• Many Member States do not follow up on the effectiveness of mitigating measures. 

In this chapter, the analysis of the challenges and barriers facing Member States is 
presented.   

To help analyse the challenges and barriers we have grouped Member States depending on 
how well developed their SME tests are. We arrive at three groups that are at different 
stages of implementation of the SME test. 

From the three groups we have selected 7 Member states and looked closer at their specific 
challenges and barriers. The 7 Member States are Austria, Denmark, Germany, Italy, 
Latvia, Romania and United Kingdom. They have been selected in order to reflect different 
sizes and geographical placement and different duration of membership of the EU.  

The closer study of the selected Member States allows us to deepen our understanding 
of the challenges and barriers facing Member States at different stages of development 
of the SME test.  

We present the challenges and barriers for each of the tree groups. The challenges and 
barriers faced by the EC services are presented in a separate section 3.6.  

3.1. Member States are at different stages  

The survey presented in the last chapter clearly indicated that there is considerable 
variation in the implementation of the SME test across EU Member States. A majority of 
Member States have implemented an SME test, but there are marked differences beneath 
the surface. And the challenges and barriers they face will vary accordingly. 

On the basis of a typology, Member States can be grouped in three groups each at a 
different stage of development of their SME test. 
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The typology maps Member State along two dimensions: 1) Consistency of use of SME 
test. The consistency score is a measure of how consistently Member States apply the 
SME test in preparation of new legislation. This is measured from Member States’ answers 
to two questions from the EC’s questionnaire. 2) Sophistication of SME test methods and 
procedures applied. The sophistication score is a measure of the extensiveness and 
advancement of the SME test, and is measured from six different questions in the EC’s 
questionnaire. Together the consistency score and the sophistication score provide an 
indication of how well developed the SME test of a Member State is. 

The methodology behind the typology is described in detail in Box 3.1. 

Box 3.1: How the typology has been constructed 
The typology is based on the questionnaire developed by the EC, and answered by the 27 Member States. The 
answers we have used to construct a typology of the state of implementation of SME test in Member States.  

The typology consists of two important dimensions of the SME test, namely the consistency of use of SME test 
and sophistication of SME test. We have constructed each dimension from a number of underlying factors 
obtained from Member States own answers to the EC’s questionnaire. 

The score on the consistency dimension consists of two factors: 
1) Member States own assessment of the frequency of application of the SME test (see table 2.2) 
2) Number of SME tests carried out in practice in 2010 (see table 2.3) 

The score on the sophistication dimension consists of six factors: 
1) Use of guidelines, e.g. national guidelines, EC guidelines or toolkits (see table 2.4) 
2) Centralisation of SME test and availability of support (see table 2.6) 
3) Use of stakeholder consultation as input to SME test (see table 2.7) 
4) Existence of a quality check applied to SME tests (see table 2.10) 
5) Use of mitigating measures as reaction to result of SME test (see table 2.11) 
6) Monitoring of mitigating measures (see table 2.13) 

The consistency score is calculated from the two factors in the consistency dimension: 

 Member States receive points based on their report of how frequently they apply the SME test. Member 
States receive 3 points if they ‘always’ use the SME test, 2 points if they ‘often’ use it, 1 point if they use 
it on an ‘ad hoc’ basis, and 0 point if they ‘never’ use the SME test. 

 In a similar fashion, Member States receive points based on the number of SME tests they actually 
carried out in 2010. Member States receive 4 points if they carried out ’20 or more’ SME tests in 2010, 3 
points for carrying out ‘11-19’ SME tests, 2 points for carrying out ‘6-10’, 1 point for ‘1-5’, and 0 point 
for carrying out ‘0’ SME tests. 

The sum of points becomes the countries consistency score. The more points the higher the consistency score. 

The sophistication score is calculated from the six factors in the sophistication dimension. 1 point is given to 
Member States if: 

 … they apply national guidelines, EC guidelines or use any toolkit 
 … the SME test is centralised or a central help desk is available for support 
 … they make use of any type of stakeholder consultation to provide inputs to SME test 
 … they apply a quality check procedure 
 … they use mitigating measures as reaction to results of SME tests 
 … they systematically monitor effect of the mitigating measures they have taken 

The sum of points becomes the sophistication score. The more points, the higher the sophistication score. 

Take Finland as an example. Finland receives a consistency score of 6 points. 2 points are the result of Finland 
‘often’ performing the SME test, whenever proposed legislation or administrative initiatives are likely to affect 
businesses. Also, Finland receives 4 points because ’20 or more’ SME tests were performed in 2010. 

Finland receives a sophistication score of 5 points because five out of the six factors are satisfied. The only factor 
not satisfied by Finland is a systematic monitoring of the effectiveness of mitigating measures.  

The six Member States without an SME test or a similar procedure (Belgium, Cyprus, Czech Republic, Estonia, 
Greece and Portugal) are all given no points and therefore placed in the zero point in figure 3.1. 

It is stressed that the typology does not provide a definitive conclusion on value and effectiveness of the SME 
tests carried out in each Member State, but rather serves an indication of the value of the quality of the SME test 
implemented in a Member State. 

Note:  Individual scores and calculations are provided in Annex B. 
Source: Copenhagen Economics. 
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Figure 3.1 illustrates Member State performance on the consistency and sophistication scores. 

Figure 3.1: Plot of Member States on two dimensions of SME test implementation 
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Note: The figure is based on the information provided by Member States to the EC’s questionnaire. The six 

Member States without an SME test or a similar procedure (Belgium, Cyprus, Czech Republic, Estonia, 
Greece and Portugal) are placed in the lower left-hand corner. 

Source: Copenhagen Economics based on the EC’s questionnaire. 

The plot reveals two distinct groups, the starter group and the advanced group, and an in- 
between group, the follower group.  

The starter group contains a group of Member States, where there is no test or rather 
crude tests in the sense that they are not very well developed. Also few of the Member 
States in this group have developed guidelines or procedures for how to carry out an SME 
test. The input sources used for conducting the tests seem to be limited. Furthermore, the 
tests - if they are performed at all - are performed with no or limited consistency. The 
Member States in the starter group – Belgium, Cyprus, Czech Republic, Estonia, Greece, 
Italy, Portugal and Slovenia - are marked with red dots in figure 3.1. 

The advanced group contains Member States characterised by having implemented well-
developed SME tests, which are applied on a consistent basis in preparation of new 
legislation. The procedures surrounding the SME test are commonly well defined with clear 
definition of responsibilities and tasks. 

Many advanced group countries have a system of quality in place. Not all, however, have a 
central unit providing support, and guidelines are not always followed across all 
government services. The Member States in the advanced group – Denmark, Finland, 
Germany, Slovakia and United Kingdom - are marked with green dots in figure 3.1. 

The follower group is a diverse in-between group of Member States. In general an SME test is applied 
in this group of Member States, but consistency varies. There is usually no formal responsibility to 
carry out an SME test. An informal responsibility for designing and carrying out SME test is usually left 
to the individual services, which carry out SME tests of different quality. Furthermore, in this group 
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there is normally not a central support function available to government services to help and guide 
them. A system of control on the quality of tests is usually not in place either.  

A clear political decision on the future of the SME test is often lacking although the Member 
States in this group find that the SBA has improved the way SME tests are carried out. The 
Member States in the follower group – Austria, Bulgaria, France, Hungary, Ireland, Latvia, 
Lithuania, Luxembourg, Malta, Netherlands, Poland Romania, Spain and Sweden - are 
marked with yellow dots in figure 3.1. 

The general characteristics of the three groups are summarised in table 3.1 

Table 3.1: General characteristics of SME test in the three Member States groups 

 Starter group Follower group Advanced group 

General 
characteristics of SME 
test 

No SME test 

Lack of general political 
decision on SME test and 
impact assessment 

Semi-developed SME test 

Political decision required 
before SME test becomes 
really effective 

Well-developed SME test 

SME test an integral part 
of preparation of new 
regulation 

Consistency of use of 
SME test 

No consistency of 
application of SME test 

Varying degrees of 
consistency in application 
of SME test 

Consistent application of 
SME test 

Level of 
institutionalisation of 
SME test 

No institutional framework 
in place 

Guidelines may not exist 

No central support function 
to help service perform 
SME test  

Minimal effort to check 
quality of SME tests 

No monitoring of effects of 
mitigating measures 

Central guidelines exist 
but are not always 
followed 

Few lack monitoring of 
mitigating measures 

Few lack central support 
function 

Methodological depth 
of SME test 

No methods for assessing 
effects of new regulation 
on SMEs 

Some consultation with 
stakeholders 

Some quantification of 
costs to SMEs 

Frequent consultation with 
stakeholders 

Advanced methods in 
general 

Quantification of costs to 
SMEs 
 
Always consultation with 
stakeholders 

Effectiveness of SME 
test 

Very little use of mitigating 
measures 

No monitoring of 
effectiveness of mitigating 
measures 

Some use of mitigating 
measures 

Some monitoring of 
effectiveness of mitigating 
measures 

Frequent use of 
mitigating measures 

Systematic monitoring of 
effectiveness of mitigating 
measures 

Source: Copenhagen Economics based on interviews and the EC’s questionnaire. 

3.1.1. Further study of challenges and barriers  

The further analysis of challenges and barriers in the implementation of SME test in the 
three groups is based on the survey data and in-depth study of 7 selected Member States, 
primarily through interviews as well as desk research on available reports. 

The Member States selected for in-depth study represent the three groups and reflect 
different sizes and geographical placement and different duration of membership of the EU. 

Specifically, Italy is selected from the starter group, Austria, Latvia and Romania from the 
follower group and Denmark, Germany and the United Kingdom from the advanced group. 
Furthermore, the EC services’ use of the SME test has been researched further. The EC 
services are treated separately in section 3.6. 

Box 3.2 lists the authorities and associations interviewed as part of our research. 
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Box 3.2: List of interviews  
In each of the seven Member States selected for further study, an interview with an official in the government 
services working closely with the SME test in the national setting has been carried out. Two business organisations 
in each Member State have also been interviewed. In a few Member States it has not been possible to conduct all 
the interviews intended. As compensation for this, additional desk research has been done on these Member 
States. As an example the EC’s SBA fact sheets are used to validate the conclusions. 

With regard to the business associations, representatives of national chambers of commerce or organisations 
representing SMEs have been interviewed. The stakeholders were selected in compliance with the privacy data 
protection rules. The list of organisations interviewed is provided below. 

Country Organisation 

Austria Federal Ministry of Economy, Family and Youth 

 Austrian Association of SMEs 

 Austrian Federal Economic Chamber 

Denmark Danish Commerce and Companies Agency 

 Confederation of Danish Industry 

 The Danish Federation of Small and Medium-Sized Enterprises 

Germany Federal Ministry of Economics and Technology 

 BVMW - The German Association for Small and Medium-sized Businesses 

Italy Ministry of Economics 

 National Confederation of craft and small and medium companies 

Latvia Ministry of Economics of the Republic of Latvia 

 Latvian Chamber of Commerce and Industry 

Romania Ministry of Economy, Trade and Business Environment 

 National Council of Small and Medium Sized Private Enterprises 

United Kingdom The Department for Business, Innovation & Skills 

 British Chambers of Commerce (BCC) 

 Federation of Small Business 

European  
Commission 

DG Enterprise and Industry 

 DG Internal Market and Services 

 Secretariat-General (Impact Assessment Board) 

EU level business 
organisations 

Eurochambres 

 UEAPME 

 

Source:  Copenhagen Economics. 
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3.2. Challenges and barriers to development of the SME test  

The in-depth study of selected Member States confirms that Member States face different 
types of challenges and barriers depending on the level of development of their SME tests. 

Consequently, there is no ‘one way’ to the implementation of SME tests in all Member 
States to succeed. The next steps are simply different. Starter group Member States have 
some more fundamental ‘road blocks’ that must be removed first, while follower group 
Member States can take a more direct approach to establish a systematic approach to the 
SME test. Advanced group Member States must focus on their specific challenges. The in-
depth study shows that it takes time and a sustained effort both at political and 
administrative level to implement the tools and procedures necessary to have a consistent 
and sophisticated approach to SME testing of new regulation. It takes much perseverance 
to achieve a thorough implementation of tests across a larger number of government 
services.  

However, the analysis also shows, that the availability of proved concepts and best 
practices can help Member States address the challenges they face and provide some short 
cuts to political decision on the fundamental questions as well as implementation. The SBA 
is a case in point. The SBA has helped some Member States that were ready to develop 
their test further. Perhaps most importantly, it has forced the question ‘How to achieve a 
high quality in our regulation’ on the political agenda. Once on the agenda and politicians 
formulate a position, accountability is required and demanded. It is concluded that this is a 
key driver for the implementation of SME tests or similar procedures that can improve the 
quality of regulation, and limit unnecessary negative side effects hereof. Once political 
commitment is invested, stakeholders will hold governments accountable and pressure 
government to implement and follow up on their policies regarding SME test. This is in 
other words a positive consequence of raising the issue at European level through for 
instance the SBA, because it spirals into national political processes. 

In Table 3.2 the general challenges of the three groups of Member States are summarised. 
 
Table 3.2: General challenges in the three Member States groups 

 Starter group Follower group Advanced group 

Political and 
administrative barriers 

 No political decision on 
how to prepare new 
legislation and use of 
SME test 

 Lack of financial 
resources to carry out 
SME test 

 Lack of political 
understanding of value of 
SME test 

 

Organisational and 
procedural barriers 

 No or weak institutional 
structure in place to 
support SME tests 

 Inconsistent application 
of SME test 

 No fixed procedure for 
how to carry out SME 
test 

 Lack of compliance 
with guidelines 

Barriers in practical use 
of test 

 Division of authority on 
business regulation 
between administrative 
levels 

  Lack of data to 
quantify costs of new 
regulation  

Source: Copenhagen Economics. 
 

It is stressed that the challenges faced by the different groups of countries primarily are 
reported being a challenge by the Member States within the group. However, that is not to 
say, that the same challenges cannot also be present for countries in the other groups. 
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3.3. Challenges and barriers in the starter group Member States  

Most starter group Member States have not implemented an SME test or only a very basic 
SME test. In general, the starter group Member States have not taken many steps in the 
direction of implementing an SME test and significant work lies ahead. 

Many of the challenges facing Member States in the starter group relates to a large extent 
to political and administrative barriers. Generally, starter group Member States do not 
seem to have a tradition for systematic consideration of effects of regulation on the 
business environment in policy-making. For example, responsibility for carrying out SME 
test is vague in starter group Member States, and the supporting organisation, including 
the manpower, is also very weak. There is often no decision made on how to for example 
collect information from stakeholders, how to assess results and how to react on results. 
Financial resources to do SME test are also limited, likely due to a lack of political priority of 
the area. Some starter group Member States also point to the fact that SME test is 
complicated by a division of power in business regulation on national and regional levels, 
which limits the effectiveness of the SME test. 

As a consequence they face some fundamental challenges and potentially tough barriers. In 
these Member States it is first of all a question of overall government policy: Is it 
government policy to have an SME test or other procedure covering SMEs to evaluate new 
regulation? Secondly, it is a question of taking the first basic steps towards the creation of 
an institutional structure to support the SME test. Third, the SME test needs to be 
prioritised with respect to allocation of financial resources and manpower. Fourth, more 
clarity is needed in the division of power on business regulation in order for SME test to 
become really effective. 

3.3.1. No political decision on how to prepare new legislation and use SME test 

Starter group Member States seem to lack a political decision regarding key principles 
guiding the preparation of new legislation. These Member States do not systematically 
conduct impact assessments of the likely effects on businesses of new legislation. 

As a consequence, a larger issue is at stake in the starter group Member States. In most 
cases these Member States need to clarify their political stance on how new legislation 
should be prepared, before they can move forward an implement a specific SME test. A 
clear political commitment to impact assessments as a necessary tool in the preparation of 
new legislation is a prerequisite. 

Government services in starter group Member States point to the absence of a political 
decision as the reason for not having an SME test. In the EC’s questionnaire, several 
starter group Member States report, that, “It is not mandatory by law” when asked the 
question “Why is the SME test not normally carried out whenever new initiatives are likely 
to affect businesses?” 

In Italy, the lack of political decision on the SME test prevents the process of improving the 
current impact assessment in the direction of an SME test. The interview with the Italian 
business organisation National Confederation of Craft and Small Enterprises express the 
lack of political commitment as the main reason for this standstill: 

”There is no clear commitment from the competent institutions at national and regional 
levels to carry out an effective SME test. This has to do with the Italian culture of 
overregulation. If there is a problem, we will have a new legislation.” 
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A working document from the EC studying the business environment in Europe39, including 
Italy, indicates that the Italian government is aware of the problem of overregulation. 
Despite positive steps, there still seems to be some way to go: 

“Italy has made efforts to improve its business environment, especially with regard to 
the quality of existing regulations though abolishing a high number of obsolete laws. 
Improving further the quality of new regulations, including by making better use of 
tools such as ex ante impact assessment and consultation, remains an important 
undertaking in this area.” 

3.3.2. No or weak institutional structure in place to support SME test  

Starter group Member States are characterised by having no or weak institutional 
structures in place to support the SME test. As a consequence, the responsibility for 
carrying out SME tests or impact assessments is vague and the supporting organisation 
is weak. This bears a connection to the lack of political decision on the SME test 
discussed above. 

The formal institutional framework is important because it helps define how governments 
think the SME test is best carried out and how procedures should be. In the advanced group 
the responsibility for application of the SME test is typically assigned to the ministry in charge 
of preparation of the relevant legislation via a general political decision. In addition, there is 
often a central unit with a high level of expertise which other units can draw from. In many 
cases this unit is placed under the resort of the Ministry of Economic Affairs, as is the case 
e.g. in Denmark. This organisational unit can also be responsible for developing guidelines 
and methodology for what types of inputs should be collected, how inputs should be assessed 
and what types of action that should be taken in response to test results.  

Without an institutional framework it is difficult to implement SME tests even if a political 
decision has been made regarding how new legislation should be prepared. The National 
Council of Small and Medium Sized Private Enterprises in Romania (CNIPMMR) express the 
point in this way: 

“Organisational structure behind SME tests is not yet existing…” 

The organisation will attract attention from interest groups and will have to respond to 
remarks from stakeholders involved. In addition, such a unit may become a culture carrier 
in the government, promoting a business-oriented line across government services. 

3.3.3. Lack of financial resources to carry out SME test 

The use of SME test in the starter group is typically also limited by a lack of financial 
resources to carry out SME tests. Limited resources reduce the possibilities for developing 
and applying an SME test. This problem is closely related to the fact that many starter 
group Member States have not made the political decision to carry out SME tests or impact 
assessments, and no funds have been allocated to this task. 

Even in Member States which have implemented an SME test, the number of tests carried 
out suffers greatly from a lack of financial resources and manpower. In Romania, which is a 
follower group country, the number of staff dedicated to carry out SME tests has been 
reduced on two separate occasions, albeit these reductions have to do with general 
downsizing of public administration in light of the economic crisis. Presently, only one or 
two SME tests are carried out each year. The official interviewed reported that if more 
resources were available, more tests would be carried out. 

                                                 
39 European Commission (2010), Member States competitiveness performance and policies, Commission staff 
working document, SEC (2010)1272. 
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The economic crisis not only limits the number of SME tests carried out in Romania. More 
generally, the Romanian SMEs are hurt by a lack of financial resources to implement 
recovery packages as seen in most other Member States, cf. the EC:40 

“Romania's policy response to helping SMEs to survive the economic crisis was 
hindered by the need for fiscal consolidation, which left little room for manoeuvre in 
launching costly recovery measures.” 

Latvia, which is also part of the follower group, also recognises the problem of limited 
financial resources. The Latvian Ministry of Economy has an advisory role in the application 
of SME test. Yet, they are not able to do as much as they would like due to somewhat 
limited funds available. The Ministry of Economy tells us that they recently asked for more 
funds in the budgetary negotiation to further prioritise this role, but this was rejected. 

3.3.4. Division of authority on regulation between administrative levels 

The starter group Member State, Italy reports that the application of SME test may be 
affected by the division of legislative power between central government and regional 
governmental bodies. Regulations on both national and regional levels may have major 
influence on SMEs, but there seems to be little coordination between levels of government 
to ensure the best possible business environment. As a consequence, some Member States 
face not only a challenge in setting up a test across a number of government services but 
also across administrative levels. 

This hampers the implementation of the SME test for at least three reasons: 1) Legislation 
affecting business comes from two separate levels of government. The SME test must 
therefore be carried out on both levels to have an impact; 2) Regional business legislation 
is not the same in all regions, and impacts from regulation may not be the same across all 
regions; 3) The autonomy of regions may stand in the way for implementation of an 
effective SME test, since it may not be possible to implement mitigating measures in 
regions. 

In Italy, the development of most business regulation is handled at the regional level under 
Constitutional law. The National Confederation of Craft and Small Enterprises reports that 
the SME test need to be applied on both the regional level and the national level to have an 
impact due to the division of power at different levels. Since business regulations are not 
the same across Italy, assessment of effects of new regulation is made difficult. Therefore it 
is difficult to make a clear assessment of consequences of a new regulation. The EC41 also 
calls for increased focus on the coordination between regulations on federal and regional 
levels in Italy to improve the business environment: 

“Moreover, an overarching strategy for regulatory reform would help to keep the focus 
on reducing further the operating costs for businesses, streamlining implementation 
and better coordinating national and regional governments.” 

The National Confederation of Craft and Small Enterprises also states that the 
implementation of the SME test will likely be hampered by regions protecting their autonomy. 

The problem is not present for all Member States with significant division of power on 
different administrative levels. The interviews with German business organisations and the 
German central administration do not indicate that division of power has proved 
problematic for implementation of SME test in Germany.  

                                                 
40 European Commission (2010), Member States competitiveness performance and policies, Commission staff 
working document, SEC(2010)1272. 
41 European Commission (2010), Member States competitiveness performance and policies, Commission staff 
working document, SEC(2010)1272. 
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3.4. Challenges and barriers in the follower group Member States 

The follower group has to some extent an SME test in place, although the level of 
implementation varies within the group. Some follower group Member States have 
guidelines in place for how to carry out SME test, and SME stakeholders are frequently 
consulted for inputs, but often there are no fixed procedures for application of the SME test 
itself. Central administrations report that mitigating measures may be taken in response to 
the results of SME test when tests are applied. The institutional framework surrounding the 
SME test still seems to be weak, as it is common that there are, for instance, no central 
support functions available to advice and help individual services. Also, there are no quality 
control organs in place to ensure that guidelines are followed. 

The follower group separates itself from the starter group by having made a political 
decision on implementation of an SME test. Some follower group Member States have 
taken good steps towards for example implementation of guidelines for how to carry out 
the SME test and methodology for the collection of inputs to the SME test, in contrast to 
starter group Member States where this is usually not the case. Other follower group 
Member States do have made a political decision on implementation of the SME test, but 
concrete follow up actions and creation of institutions and guidelines are not taken, in 
which regard they are only little ahead of starter group Member States. 

It is interesting to note that out of the 6 Member States, which have reported that the SBA 
has improved the way SME tests are carried out, 5 belong to the follower group.42 This 
indicates that the SBA can help improve the SME test in Member States at a certain level of 
development. These Member States are more advanced that the starter group Member 
States and are politically receptive to further implement the test. On the other hand most 
of the advanced group Member States report, that the SBA had no effect since they already 
had an SME test in place prior to the SBA. 

The key challenges for the follower group is first of all the inconsistent application of SME 
tests on new legislation, as guidelines are not always followed by the government services. 
Second, there is a lack of fixed procedures for when the SME test is applied. Since use of 
SME tests is subject to a subjective judgment in each service, application is often 
inconsistent. Third, there is a lack of political understanding of the business environment 
and that the results of the SME tests are often bypassed to achieve political goals. 

3.4.1. Inconsistency in application of SME test 

A challenge facing follower group Member States is an inconsistent application of the SME 
test. The reason for the inconsistency is a lack of guidelines or that guidelines are not 
followed by all services. 

Within the follower group 8 out of 12 Member States make use of guidelines.43 In Member 
States without guidelines the quality of SME tests may not be as good, as would be the 
case if guidelines existed to help services carry out the test. For example, government 
services may not be aware of how to carry out the test, which methods to use, or which 
organisations to call on for inputs to assessment. Also, they may not know how to best 
present results and how to follow-up on findings.  

                                                 
42 Based on the EC’s questionnaire. 
43 For reference, all Member States in the advanced group have guidelines. 
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In Latvia, application of the SME test is inconsistent, even though guidelines for how to 
carry out SME tests are implemented. As the Latvian Chamber of Commerce and Industry 
tell us, the reason for inconsistent application is that not all services make use of the 
guidelines provided: 

”There are guidelines which each ministry has to follow, but in practice this does not 
always happen.”  

Moreover there is a different understanding of the SME test in different government 
services. Application is inconsistent because there is too much freedom to carry out the 
SME test. According to the Latvian Chamber of Commerce and Industry, this can lead to 
poor SME tests carried out in these ministries. 

The Latvian Ministry of Economy confirms that application of the SME test is inconsistent:  

“It is sometimes a challenge to have civil servants in other ministries than the Ministry 
of Economy to adopt the SME test. Other ministries don’t understand the contribution 
of the SME test.” 

3.4.2. Decision to apply the SME test is often up to the individual government 
service 

In some follower group Member States there seems to be a lack of procedures in the sense 
that it is up to the government services to determine when an SME test should be applied. 
It is therefore a subjective decision on the part of individual government services whether 
costs to SMEs of new regulation should be assessed. 

The Austrian Federal Economic Chamber tell us that the rules in Austria are that the 
Standard Cost Model (which seems to be a major part of the SME test in Austria) should be 
applied whenever administrative costs exceed EUR 40,000 or 1,000 hours for the whole 
economy. In reality, this is not a very high sum of money. However, according to the 
Austrian Federal Economic Chamber, the Austrian central administration very often claims 
that a particular new legislation does not have consequences for business exceeding the 
threshold, and that the SME test / Standard Cost Model does not need to be applied to 
assess costs in a more formal way. To outsiders at least, there is no transparency in the 
way this judgment is made within the central administration. 

The Austrian Chamber of SMEs makes the same point that politicians determine the 
outcome of the SME test in advance:  

“Government very often say that a new regulation has no effect on SMEs, and that it is 
therefore not necessary to carry out an SME test. How they determine that the new 
regulation has no effect on SMEs is voodoo.”  

These points seem to be supported by data from the EC’s questionnaire, showing that no 
more than 5 SME tests were carried out in Austria in both 2009 and 2010. This seems to be 
a low number of tests. 

The Bulgarian central administration44 reports a similar point:  

“The reason is that it [the SME test] is not obligatory. It is done only as an impact 
assessment when adopting specific laws or administrative acts that concern directly 
financial issues but not always. In order for SME tests to be applied every time the test 
has to become obligatory.” 

                                                 
44 Comment from the EC’s questionnaire. 
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3.4.3. Political lack of understanding of value of SME test 

Despite a policy regarding SME test the follower group Member States seem to struggle 
with a lack of understanding on the political level of the value of the SME test.  

Although the follower group has taken the first steps to the application of an SME test, it 
seems to be the case that the test is seen as a very specific SME related policy initiative 
and primarily part of a business agenda. As a consequence the SME test may be 
disconnected from the larger policy agenda of better regulation. 

Business organisations in several Member States claim that politicians’ lack of 
understanding of the importance of the SME test has to do with the fact that many 
politicians do not have a background in business.45 

The lack of political understanding of the importance of the SME test bears a relation to the 
lack of guidelines in follower group Member States discussed above. A process towards 
implementation of a good SME test and consistent application starts with the politicians. 
The Austrian Federal Economic Chamber tells us that a political interest in changing the 
processes by introducing the SME test is not present at the moment. Until then, the 
development of the SME test will not progress:  

“We need political will on the governmental level – not on the administrative level. A 
political commitment to the SME test must come first, guidelines will then follow.” 

3.5. Challenges and barriers in the advanced group Member States 

The advanced group Member States are characterised by having implemented well-
developed SME tests or similar procedures, which are applied on a consistent basis in 
preparation of new legislation.  

The procedures surrounding the SME test are commonly well defined with clear definition of 
responsibilities and tasks. Advanced group Member States often have a long tradition for 
focusing on the business environment with ongoing refinement and development of 
methods and tools used to produce the results of the SME test. Often, the advanced group 
has also taken several steps in direction of improving the procedures and organisation on 
the institutional level. Improving the business environment is on the political agenda not as 
a sector or specific SME issue but as a general business policy concern or as part of a 
broader ‘better regulation agenda’. If new legislation is approved advanced group Member 
States often implement mitigating measures to avoid disproportionate burdens on SMEs 
and steps are often taken to follow up on the effect of these mitigating measures. 

The advanced group separates itself from the follower group by applying the SME test 
much more consistently. Also, the SME test is much more institutionalised in the advanced 
group, as most have guidelines for how to carry out SME test, central support functions are 
available to services and methodologies for how to quantify effects of new regulation on 
SMEs are established. Compared to follower group Member States, advanced group 
Member States use the SME test as an integral part of the process of preparing new 
regulations to a greater extent. Some advanced group Member States have installed a 
system of control to make sure that the SME test is carried out correctly and feedback is 
given to services. 

The interviews show that the advanced group is also faced with some challenges and 
barriers despite having well-developed SME tests. The first challenge is a lack of compliance 
with the implemented standards and guidelines across all government services. Especially 
government services with no regular contact with businesses do not have much focus on 

                                                 
45 Of course this is only natural, but it is also something, which has consequences for the business environment. 
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carrying out SME tests as well as general impact assessments of effect of regulation on the 
business environment. The second challenge reported by advanced group Member States is 
that it may be difficult to obtain sufficient data to carry out proper cost benefit analysis of 
impacts of new regulation on SMEs, and therefore they are not able to quantify effects to 
the extent desirable. 

The challenges that the advanced group face – despite the level of consistency and 
sophistication – is a ongoing ‘cultural challenge’ of thinking about SMEs across all 
government services which make legislation with effect on businesses. This is discussed in 
greater detail in chapter 4. 

It is an ongoing ‘struggle’ to maintain and develop an SME test of high quality as something 
that is part of the norms across otherwise diverse government services when new 
regulation is prepared. 

The barriers identified for the advanced group are likely present for both the starter and 
follower group. A lack of data on SMEs is for instance a problem, which will become a point of 
focus in the follower group and starter group at some point as SME tests are developed further. 

3.5.1. Lack of compliance with existing standards and guidelines 

Even if the advanced group of Member States have sophisticated and consistent use of SME 
test or similar procedure it is a challenge to secure quality and consistency of SME test. 
Interviews point to the fact that responsibility to perform SME test is often decentralised to 
relevant departments responsible for the new proposal. Guidelines are frequently 
implemented, but the interviews show that government departments may not always comply 
with or use available guidelines, or they interpret or apply guidelines in different ways.  

A Danish official expresses the situation in Denmark as: 

“The guidelines for the impact assessment are good, but ministries have a 
certain autonomy within the guidelines to decide how to carry out the test, which 
is sometimes reflected in the quality of the tests.” 

The British Chambers of Commerce expresses the same opinion: 

“Not every government department takes the SME test seriously. The SME test is 
something which has to be done, but not something which is done with full enthusiasm 
...There is no doubt that those ministries that are closer to business probably take the 
test more seriously... than smaller government departments which are not as close to 
business.” 

The understanding and awareness of the importance of the SME test varies from service to 
service, and therefore the quality of tests vary from service to service. Both central 
administrations and trade organisations report that the SME test (and impact assessment) 
does not have the same focus in all ministries. Especially government services with low 
involvement with businesses in their daily work lack an understanding and attention to the 
conditions of business life and the need to apply SME tests (or impact assessments).46 A 
government department responsible for health and safety regulation will give priority that 
safety measures are considered and less how this will affect SMEs. An official from the 
central administration in the United Kingdom in charge of the SME test told us that he 
would like to see the implementation of the SME test improved in services, which do not 
have regular contact with the business environment. 

                                                 
46 The interviews do show that the ministries with frequent interactions with businesses, e.g. ministries of 
economy and ministry of finance, generally show a good understanding of business. Seen from a SMEs point of 
view this is a positive finding, since these ministries are also the ministries most frequently handling regulations 
affecting business environment. 
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Furthermore, there is not always a thorough control of the procedures, the information 
gathered and of the assessments carried out. An indication of the concern to secure quality 
in the tests is the fact that several Member States and the EC have installed formal control 
mechanisms. The purpose of the control mechanism for instance in the form of an 
independent board is to review the tests that government bodies have performed. 

3.5.2. Effects of regulation on SMEs are often not quantified 

A recurrent challenge that advanced group countries face is that SME tests often are not 
quantified to a sufficient degree. SME tests often do not contain the proper quantification of 
economic impacts on SMEs resulting from proposed regulation. The final draft of new 
regulation is made without knowing the approximate costs (and benefits) to SMEs. 

In the interview the British Chambers of Commerce expresses concern about the lack of 
quantifiable figures in the SME tests which are carried out:  

“The SME test isn’t really working. It is conducted and it is respected, but it is not 
quantified, that is the difficulty. Too many times when officials conduct an SME test... 
they will simply say that there is no impact on SMEs, or that they can’t get the 
necessary figures, or they won’t quantify it... We want quantified figures. You need 
numbers in impact assessments as much as possible, otherwise its usefulness is really 
reduced.” 

Government services tell us that it can be problematic to get the necessary data to do 
quantitative impact assessments. Especially regarding SMEs it is difficult to obtain data, 
since they are small and often have less resources and time available to provide the inputs 
and statistics needed for the SME test. This means that the amount of data, which are 
available, may be too low and the quality of the numbers provided may be too imprecise.  

A civil servant from the German central administration working with SME test reports: 

“The burdens are difficult to measure quantitatively as data is just not available. The 
difficulty results partly from the firms' size." 

The Danish Commerce and Companies Agency also recognises the problem of finding the 
relevant data. The official from the Danish Commerce and Companies Agency interviewed 
reports that they are trying to improve the quantitative assessment of costs and benefits in 
impacts assessment by experimenting with new forms of involving end users, i.e. SMEs. 

The survey made by the British Chambers of Commerce finds that only 49% of cost-benefit 
analyses for businesses in the United Kingdom contain quantification of expected costs 
from proposed regulation in 2009. 

The same picture of a lack of quantification of costs of new regulation in SME tests (and 
impact assessments) is found in the EC’s questionnaire. The questionnaire shows that 
government services in the advanced group countries, according to their own 
assessment and criteria, carry out monetarisation of impacts in 60 percent of the SME 
tests. For the whole group of 21 Member States having implemented the SME test this 
figure is 57 percent. 

3.6. Challenges and barriers in the EC 

The EC services experience some of the same challenges that the advanced group of 
Member States face. Three key challenges can be emphasised. First of all, guidelines allow 
variation in content and quality of the SME tests. Secondly, information on if and how the 
SME test has been carried out is lacking in IA reports. Finally, the availability of data is a 
barrier for more advanced empirical analyses.  

- 59 -IP/A/ITRE/ST/2010-08 PE464.437



Policy Department A: Economic and Scientific Policy 
_____________________________________________________________________________________________________________________________________ 

3.6.1. Guidelines allow variation in content and quality of SME test 

The SME test is an integral part of the EC’s Impact Assessment (IA) guidelines. It is 
mandatory for the EC services to conduct an SME test. However the EC services apply a 
case-by-case approach when carrying out the SME test. The guidelines allow the EC 
services to do so. As a consequence, different DGs - like different government services in 
the Member States - perform the SME test differently. 

The interviewed EC officials argue that the case-by-case approach is the only practical 
approach. The content of the legislative proposals differs and does not allow for a fully 
standardised test. Moreover, they argue, a full test involving all four steps is not 
relevant in all cases.  

The UEAPME and Eurochambres argue that the IA guidelines are too broad and give 
too much methodological freedom to the services. Today, the guidelines are a 
‘shopping list’, according to the UEAPME. The associations argue that a common, 
stricter approach is needed, if the quality and the consistency of the SME test should 
be improved. The associations also find that the SME tests should contain a 
quantification of impacts as a rule.47 

The current study argues that one possible way to tackle the problem would be to enforce 
stricter requirements. Such requirements could specify and limit the options available to 
the EC services at each step. It could be specified how procedures, such as consultations 
with stakeholders, should be conducted; how the actual impact assessment should be 
carried out; and to what extent mitigating measures should be considered. The 
requirements could also address what should be done in case the EC services cannot 
comply with the options available.  

However, there are limits to a ‘stricter guidelines’ approach. Full standardisation is not 
possible. It is not practically possible to conduct an assessment of impacts using a 
predefined methodology every time. Furthermore, the impact on SMEs is one aspect 
amongst several that must be assessed but does not have the same significance in relation 
to every legislative proposal.  

Possible best practice examples from Member States are described in chapter 4.  

Our interviews have pointed to other factors explaining the quality differences in the SME 
tests. Within the EC services it is acknowledged that not all DGs are able to perform the 
impact assessments at the same level of quality. The ongoing upgrading of skills and the 
need to attract specialised competencies are pointed out as important remedies. 

The official in DG Enterprise responsible for the SME test also argues that the level of 
political will is key and another reason why the test varies:  

“Sometimes it is necessary to involve people from the top to create the right focus on 
the impact assessment in the individual DGs.” 

 
DG Internal Market and Services confirms this point. The ambition of Commissioner 
Michel Barnier to give priority to SMEs and to promote active policies has sharpened 
the DG’s focus on SMEs.  

These observations regarding the capability to perform high quality SME tests and the 
political emphasis on SMEs underline an important point: stricter guidelines by itself 
will not secure high quality SME tests. Several elements should be considered if 
quality is to be improved across EC services. 
                                                 
47 Currently, the unit responsible for the SME test in DG Enterprise and Industry is considering how to improve the 
SME test but is not able to present specific proposals. 

- 60 -IP/A/ITRE/ST/2010-08 PE464.437



Barriers and Best Practices in SME Test Implementation 
_____________________________________________________________________________________________________________________________________ 

3.6.2. Presentation of the SME test is lacking in the IA reports 

The IA guidelines do not require the EC to present the SME test results in a certain format 
or in certain sections of the IA reports. The SME test is not a stand-alone test but should be 
seen as an integral part of the overall impact assessment. Results should be presented 
when relevant.  

The review of 22 IA reports confirms that SME test results are presented in different ways. 
A number of IA reports do not mention the effects of new regulation on SMEs and other 
reports are unclear about how the test has been performed. 

The lack of information on how a proposal has been tested represents a problem to 
stakeholders and can also represent a problem to the EC services. One consequence is that 
it is not always easy to determine the basis for the conclusions in the impact assessments. 
It is described as ‘a black box’ by Eurochambres when it is not clear how the EC has 
reached a particular result or why a specific impact assessment has not been conducted. 
Another consequence is that the lack of information gives rise to scepticism regarding the 
willingness of the EC to implement its own policies. When there is no information on the 
SME test it may be easy to conclude that the EC services do not follow its own policies. 

Much could be gained if the EC services would highlight what steps had been taken to 
assess the impact on SMEs. This would be a service to the readers of the IA reports and 
would be welcomed by stakeholders interviewed. 

3.6.3. The availability of data is a barrier for advanced empirical analysis 

Regarding the availability of data for carrying out quantification of the SME tests and impact 
analyses, the EC suffers from the same problem as advanced group Member States do. 

The official from DG Enterprise, who was interviewed, considered quality and availability of 
data as the most important barrier to the making of a good impact analyses. This was 
supported by other interviews in the EC services:  

“The primary reason for weak SME testing in the DGs is a lack of data. We are not 
always able to show or calculate the actual impact. The lack of data is also related 
to awareness of SME issues: If you have focus on SMEs, you are better at finding 
data sources.” 

In 2010, the British Chambers of Commerce48 conducted a survey which evaluated the 
quality of impact assessments carried out at EU level. The survey finds that the second 
most important weakness of impact assessments (including the SME test) carried out at the 
EU level is the ‘Analysis of impacts’. This analysis shows that 30 percent of all impacts 
assessments do not have sufficiently good quantification of costs, cf. Box 3.3. 

Box 3.3: British Chambers of Commerce’s review impact assessments from the EU 
“In 2008, for over 70% of opinions, the main IA weaknesses were 1) Problem definition and baseline objectives, 
2) Analysis of impacts, 3) Options and their comparison. Under ‘Analysis of Impacts’, 30%+ needed to improve 
quantification of impacts, and the quantification of Administrative Costs.” 

Source: British Chambers of Commerce (2010), Is regulation really good for us? 
 

                                                 
48 British Chambers of Commerce (2010), Is regulation really good for us? 
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4. BEST PRACTICES IN SUCCESSFUL IMPLEMENTATION 

KEY FINDINGS 

• Political commitment to a better regulation agenda is crucial to the implementation 
of impact assessments, and specifically an SME test. Taking a clear political stance and 
establishing an institutional framework are necessary steps for the application of impact 
assessments. Setting a measureable goal often supports implementation.  

• Use of mandatory and easily operational steps are crucial to the consistent use of 
the SME test and the quality of the test. This involves mandatory guidelines with 
specific requirements for how to carry out the SME test. Moreover, there is often a 
need for greater transparency in the process of preparing new legislation. This is most 
relevant for follower group Member States. 

• A culture of better regulation will help implementation of the SME test across all 
services in government. A culture of better regulation can be established at central 
help desks to assist services with the SME test. Increased use of inter-service 
cooperation where services pool their knowledge in the preparation of a new 
legislation, and establishment of quality control systems are also found to promote 
implementation of the SME test. This point is relevant for the advanced group, but is 
also of importance to the other two groups. 

• No matter how advanced the SME test is it is necessary to secure high quality 
data to quantify expected impacts on SMEs. Operation of a central database for all 
services to draw on is a solution. 

Member States are at different stages at developing their SME test. Consequently, they 
face different challenges in moving implementation of the test forward.  

In this chapter best practice examples on how Member States at different stages of 
development can move forward and address their challenges are presented.  

The best practice examples are presented according to themes reflecting the identified key 
challenges of the three groups of Member States. Furthermore, there is a fourth key theme 
relevant to all three groups.  

Figure 4.1 summarises the four key themes and the best practice examples. 

Figure 4.1: Four key themes and best practice steps in SME test development 

• Clear policy stance

• Institutional framework

• Measurable goals

• Mandatoryguidelines with
specific requirements

• Transparent procedures

• Help desk and expert
assistance 

• Inter-service cooperation

• ”Independent” control
mechanisms

Political framework
of better regulation

Guidelines and 
procedures

Culture of better
regulation  

Qualityof data needed to conduct SME tests
 

Source:  Copenhagen Economics. 
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The Member States in the starter group face basic challenges relating primarily to the 
political framework. Member States in this group can be inspired by best practice examples 
relating to the theme ‘Political framework of better regulation’.  

Member States in the follower group face challenges primarily to the application of 
mandatory steps and procedures. The best practice examples for this group relate therefore 
mainly to the theme ‘Guidelines and procedures’  

For Member States at the advanced level, the development of a culture of regulation is key 
to support the SME test implementation further. The best practice examples relates mainly 
to the theme ‘Culture of better regulation’. 

The fourth theme ‘Quality of data needed to conduct SME tests’ is relevant no matter their 
level of development. 

The themes are interrelated as illustrated in the figure and represent sequential steps in 
the development of the SME test. Political framework is fundamental. A clear political 
position must be in place. Member States struggling with this challenge will later face the 
next challenge in implementing the SME test. Therefore, the political framework theme 
precedes operational guidelines, which in turn are a prerequisite for moving on and build a 
culture of better regulation.  

4.1 Political and institutional framework 
Most Member States in the starter group need to take a clear stance on how new regulation 
should be prepared. Furthermore, an institutional framework must be placed in order to be 
able to establish an SME test or more generally an impact assessment system. Setting up 
measurable goals can help these Member States achieve their goals. 

Best practices from other Member States indicate that clear policies are fundamental to the 
effective implementation of SME test or similar procedure. In several Member States 
including United Kingdom and Denmark as well as in the EC services implementation has 
evolved because of clear policies.     

4.1.1. Clear policy stance towards better regulation   

The SME test is more likely to be used regularly throughout government services when clear 
priority is given to the issue from the political level. Political leadership can help change the 
perception of the importance of the SME test. When politicians and administrative leaders 
formulate a strong vision regarding how regulation should be prepared and tested, it can 
motivate officials to actually comply much stronger with guidelines and procedures.  

Political decisions do not lead to successful implementation of the SME test overnight. 
Those Member States where the SME test seems to work well often have a long tradition 
for political commitment to a ‘better regulation’-agenda. One of these Member States is the 
United Kingdom, where a clear stance on SME policy dates back to the 90s with the 
introduction of an early version of the current SME test called the ‘Litmus test’. 
Implementation of the Litmus test resulted from a political need to have greater credibility 
towards business. Business associations in the United Kingdom had for long pushed for 
more political accountability towards businesses and to make business life easier. 

In 2003, the Small Firms Impact Test (SFIT) replaced the Litmus test. The reason was that the 
then Labour government needed to improve credibility from businesses, and found that the 
Litmus test did not meet expectations.49 The SFIT is part of a procedure ranging from policy 
proposal, to pre consultation, public consultation, post consultation, to finalisation of policy 
proposal on to quality control within both the Regulatory Policy Committee, cf. Box 4.1: 

                                                 
49Interview with official in the UK Department for Business, Innovation and Skills, BIS. 
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Box 4.1: Procedure for preparing new legislation in the UK 

Small Firms Impact Test (SFIT)
Flowchart 

Policy Proposal 

Does the proposal affect SMEs, their customers or competitors? 

Update SFIT and note template 

Public consultation: Obtain Regulatory Reform 
Committee (RRC) agreement to proceed to public 
consultation 

Finalise policy proposal 

Yes 

Yes 

No 
Are they out of 
scope/exempt? 

Pre consultation: You need to 
prepare a compelling case for 
inclusion.  Contact a sample of 
SMEs/business representatives 
to explore issues.  As part of this 
you should consider: 
 
a) Whether a more flexible 
approach would be appropriate; 
AND 
b) That the costs and benefits 
and the impacts on SMEs have 
been robustly identified and 
reflected in the choice of options. 

Post consultation: Depending on 
consultation feedback, you may 
need to consider more detailed 
exploration of impact with 
representative bodies & small 
firms. 

Update SFIT and 
note template 

Finalise Policy Proposal and 
send to Regulatory Policy 

When IA and SFIT complete – send to RRC for agreement 

Indicative 
Timeline 
 
Pre 
consultation 
Approx 6 
weeks 
 
Public 
consultation 
Allow 6 
days RRC 
clearance 
and min 12 
weeks for 
public 
consultation 
 
Post 
consultation 
Allow 12 
weeks to 
prepare & 
publish 
Govt. 
response &, 
if needed, 
any follow 
up 
RPC: allow 
a minimum 
of 10 
working 
days  

Send to Regulatory Policy 
Committee for IA opinion 

 
Note:  The following abbreviations are used: SFIT (Small Firms Impact Test), IA (Impact Assessment), RCC 

(Regulatory Reform Committee) and RPC (Regulatory Policy Committee). 
Source: Department for Business, Innovation and Skills, BIS. 
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The political commitment to SMEs in the United Kingdom can also be seen in the recent 
approval of a block exemption for SMEs from new regulation for a period of 3 years. The 
proposal is clearly politically motivated and a political reaction to the current economic 
crisis that has hit hard on SMEs. But the increased political concern is also converted to 
specific operational steps in the UK government services. In that sense political 
commitment drives forward the SME test. An official from the United Kingdom government 
reports in the EC’s questionnaire: 

“As part of their new principles of regulation, the UK Government takes the view that, 
where the case for regulation has been established, any that consider SMEs to be 
within scope, officials must prepare a compelling case for their inclusion. This includes 
looking at the costs and benefits on micro, small and medium sized firms. Impacts on 
SMEs have to be robustly identified and reflected in the choice of options.” 

Also within the EC, political leadership of individual European Commissioners on the need to 
focus on SMEs have made a remarkable difference in the services. The political vision has 
gone hand in hand with a further development of mandatory guidelines and control/review 
mechanisms set up. As it is explained by the official in DG Internal Market and Services:   

“It has made a huge difference that Mr. Michel Barnier (European Commissioner for DG 
Internal Market and Services) has been very active. He wanted to reach out to SMEs. It 
had high priority to help SMEs.” 

It is described as a combination of sticks and carrots that has made the change and the 
success of the EC in making considerable improvements. The sticks are the stronger 
guidelines and control mechanisms set up. It is conceived, as something of a ‘threat’ if 
there is a risk, that an impact assessment conducted by a DG will be criticised by the 
Impact Assessment Board and published in the Board’s opinions. The carrots are the 
political visions regarding SMEs and high quality regulation that some European 
Commissioners ascribe to and insist on should be adhered to through the practical use of 
the SME test and other measures. 

4.1.2. Establish institutional framework, including responsibilities and 
requirements 

Some Member States have implemented a fixed procedure for how new laws are prepared 
and what kind of information should accompany the presentation of new legislative 
proposals for adoption in parliament. This includes in many Member States also information 
regarding the possible impact of new legislative proposals for instance on businesses, the 
environment, social balance, gender etc. Part of this institutional framework is the 
placement of responsibility in government across individual services. This is the next step 
for a successful implementation of an SME test.   

Examples show that the implementation of an SME test is not likely to become a success if 
the SME test is the responsibility or project of a single government service. It must become 
an overall government decision that impact assessments must be conducted in each and 
every case of new legislative proposals. Furthermore, the responsibility must be clearly 
placed both with regard to the overall framework for the preparation of new laws and in 
terms of how individual government services are responsible for conducting assessments.   

In Latvia, the responsibility for carrying out the SME test is decentralised to the 
government service in charge of preparation of the particular legislation. This responsibility 
is formalised in official documents, cf. Box 4.2: 
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Box 4.2: The institutional framework in Latvia 
The official interviewed in the Latvia Ministry of Economy highlights formal declarations from political side as 
the most successful steps taken in Latvia towards implementation of SME test. 

The first important step in Latvia was the Business Action Plan from 1999. This plan focused on making 
better regulation to reduce the level of administrative burdens for business. 

The second important step taken was the instructions by the Cabinet of Ministers in 2008. This involved a 
decision for all ministries to perform an SME test. 

Together these two steps form the formal basis for application of SME test, and have moved the SME test from 
a concern within a single ministry to a higher level where it is a concern for the government as a whole. 

Source: Interview with the Latvian central administration. 
 

In Denmark, the institutional framework secures that all laws are pre-screened. 
Furthermore, the Ministry of Justice prescribes that all new laws no matter the government 
service involved are subject to an impact assessment. A special agency has the role as 
expert to assess how proposals will affect businesses, cf. Box 4.3. 

Box 4.3: The framework in Denmark requires all proposals to be assessed 
Before a law is included in the government’s annual law programme, each law passes through a pre-
screening procedure as required by the Ministry of Justice. This pre-screening corresponds to an initial 
impact assessment. The pre-screening of expected consequences of a new legislation is performed by the 
responsible service. In addition, Danish Commerce and Companies Agency provides inputs on the 
expected change in administrative burdens for businesses, and the Danish Competition Authority provides 
inputs on possible problems related to competition. 

Furthermore, all new laws are subject to a full impact assessment, which is performed by the ministry in 
charge. The Danish Commerce and Companies Agency provides inputs on expected consequences for 
businesses, and in addition enterprises and other institutions affected by the bill are asked to give their 
opinion before it is finalised and sent off to the vote in Parliament, cf.  

 “In Denmark, the Division for Better Business Regulation receives all new legislation in consultation. If 
the legislation is relevant for the business and contains new administrative or economic burdens, an input 
will be sent. The input contains an estimation of the cost and the number of businesses affected, 
recommendation on digital solutions and other initiatives that will improve the legislation from a SME 
point of view.” 

From ‘Report from the Expert Group, Think Small First – Considering SME interests in policy-making’, 
March 2009. 

Source: Interview with Danish Commerce and Companies Agency. 
 

4.1.3. Set up measurable goals 

Government officials and representatives from business organisations acknowledge that it 
makes a huge impact on strides to improve implementation of the SME test that a 
measurable goal is set up. A measurable goal makes governments accountable. 

One example of such a publicly visible target is the ‘Action Programme for reducing 
administrative burdens in the EU’. The programme was launched in the summer of 2007 
and invites Member States to reduce the level of administrative burden by 25 percent by 
2012. Denmark is one example of a Member State where a measurable goal has been an 
effective tool, cf. Box 4.4: 
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Box 4.4: The use of measurable goals in Denmark 
Denmark is one of the countries that have joined the action programme to reduce administrative burden by 
2012. The Danish Commerce and Companies Agency operates a homepage where reductions in 
administrative burdens in 15 ministries since 2001 are tracked continuously, holding ministries accountable 
individually and the government accountable overall. The homepage very graphically shows the actual 
reductions achieved in each ministry. For an example, it is concluded that administrative burdens have 
been reduced in 9 ministries and increased in 5 ministries: 

Accountability in reduction of administrative burdens in Denmark 

 

 
Source: Screenshot from the Danish Commerce and Companies Agency’s homepage. 
 

Explicit, measurable goals express political commitment to improvement of the business 
environment. The goals make government services accountable. Similarly, Member States 
can set up specific measurable goals for the steps necessary to implement an SME test or 
similar procedure. Thereby governments – and stakeholders – will be able to track whether 
progress is actually made on an agreed policy. Goals can single out the contribution that 
each government service is meant to bring. 

Similarly, implementation of accountability of institutions has also made contribution 
towards better regulation in Germany. Both the federal government and the National 
Regulatory Control Council must make an annual report on progress towards reduction of 
administrative burdens, cf. 

“Oversight bodies have also been made accountable through reporting back to the 
‘political sphere’. In Germany both the federal government and the NRCC50 are legally 
required to report on the programme annually (the burdens and the reductions 
achieved). These reports are an important tool for encouraging results. The first 
Cabinet report was presented to the parliament and the public in October 2007. All 
reports are available online on the central federal government‘s homepage related to 
the reduction of bureaucracy. The NRCC also publishes an annual activity report, 
available online in German and English.” 

Source: Cordova-Novion, C. and S. Jacobzone (2011), ‘Strengthening the Institutional Setting for Regulatory 
Reform: The Experience from OECD Countries’, OECD Working Papers on Public Governance, No. 19, OECD 
Publishing. 

 

 

                                                 
50 National Regulatory Control Council (footnote inserted by Copenhagen Economics). 
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4.2 Operational steps and procedures  
Guidelines detail the operational steps to be taken as part of the SME test and the 
procedures to follow. Operational steps may include public consultation, assessment of 
costs to businesses of new regulation, application of quality control etc.  

4.2.1. Mandatory guidelines 

Mandatory guidelines can support implementation across government services with diverse 
objectives and different interests in SMEs. Guidelines can support the overall political 
decision to use impact assessments and help impose responsibility on government services.  

In all but one of the Member States using the SME test, responsibility for carrying out the 
SME test is decentralised.51 Responsibility is placed with the government service in charge 
of the regulation in question. In the EC the responsibility is also laid upon each DG and 
again upon specific units.  

The SME test is not likely to be implemented effectively across services unless it is mapped 
out what the overall responsibility entails in terms of what should be done and how it 
should be done. Guidelines are a tool for that. Mandatory guidelines are even better. When 
there is a clear responsibility to conduct certain impact assessments, those with the 
responsibility can be made accountable by their superior in government and by 
stakeholders. 

The practical reality in many Member States is that the SME test is carried out in very 
different ways, but more importantly, carried out with different qualities. Therefore, not all 
government services will produce inputs and documentation of impacts on SMEs to policy-
makers, which live up to the intended standard. This may be reflected in the quality of the 
laws, which are passed from different ministries. 

This makes guidelines and available tools for doing the actual screening, analysis and 
business dialogue even more important – guidelines can reduce differences in how 
proposals are assessed and the quality problems that many Member States experience 
even in the advanced group. 

Specifying the SME test in the EC’s revised impact assessment guidelines has made a 
difference to the implementation of the SME test, cf. Box 4.5.  

Box 4.5: Mandatory guidelines in the EC 
Already since 2003 it has been an obligation on the part of the EC to assess the impact on SME’s. Since 2009, the 
guideline for the SME test has been included in the EC’s own Impact Assessment Guidelines. While little has 
changed in substance by the formal inclusion into the Impact Assessment Guidelines, the EC reports that it has 
promoted application of the SME test for three reasons. 

First, the EC tells us that the officials find the SME test more concrete and easier to apply, since inclusion in the 
Impact Assessment Guidelines makes the test more operational. 

Second, the SME test is easier to enforce internally in the EC, because the SME test is carried out as part of the 
general impact assessment. Enforcement of the SME test is also promoted by increased external pressure, since 
it is easier for stakeholders to keep tabs on the process. 

Third, use of SME test can be more easily controlled by the IA board and by stakeholders. 

Source: Copenhagen Economics based on report from the expert group, ‘Think Small First – Considering SME 
interests in policy-making’, March 2009. 

 

                                                 
51 Only Romania seems to have a centralised system. 
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4.2.2. Transparency in the preparation of new regulatory proposals 

Transparency can help drive forward a successful impact assessment and SME test. 
Transparency can be achieved by disseminating information about the impact assessment 
that will be conducted.  

Information in the early phase of the process will allow stakeholders to become aware of 
the process that is about to start. Furthermore the information is also a call for them to 
contribute to the preparation, including the consultation process that will take place.  

The examples studied show that it is helpful for government services to ‘flag’, that 
legislative proposals are under way. The EC services publicise so-called roadmaps. 
Roadmaps are plans for impact assessments that are to be carried through. Furthermore, 
the maps provide an estimated timetable for the proposal. They are seen as an important 
communication tool. The roadmaps are detailed in Box 4.6.  

Box 4.6: European Commission roadmaps are an important communication tool 
In the roadmaps, the EC services explain how they plan the impact assessment for a given legislative or other 
proposal. 

It contains information on the context of the proposal and problems that it will address. Furthermore it describes 
the objectives of a proposal and options to be considered. The roadmap also contains an initial assessment of 
impacts. It indicates the plans for the further work with the proposal including consultations, data gathering in 
order to be able to assess the impact of the proposal etc.  

In interviews with the EC it is stated that the roadmaps have an even larger potential for supporting the impact 
assessment process in the very early process. The EC want stakeholders to use the roadmaps even more to 
involve them in a closer dialogue with the EC and partnerships. Also the court of auditors acknowledges that the 
roadmaps have become an important part of the IA process. 

Source: Interview with Michael Gremminger, Head of Unit, Better Regulation and Impact Assessment, 
Secretariat-General; Court of Auditors (2010), Impact Assessments in the European Union: Do they 
support decision-making? Special report no 3. 

 

In Denmark, legislative proposals that are expected to be prepared and submitted to 
parliament are announced every year at the start of the parliamentary sessions through the 
government’s yearly regulatory program. At the same time an early screening of the 
coming proposals with regard to the likely impact on businesses are conducted. 

4.3 Culture of better regulation 
Successful SME tests require more than political decisions, a formal institutional framework 
at the level of government and mandatory operational guidelines. The study of best 
practices shows that even the advanced countries and the EC service ‘struggle’ to conduct 
high quality, consistent tests across a wide range of government services with diverse 
objectives. The struggle has as much to do with culture as with the existence of formal 
guidelines. In fact the culture may be important for the guidelines to be adopted and 
become effective. It is about creating a culture – a set of norms – that naturally incorporate 
a view that “regulation may affect businesses, let us see how it can be done while still 
achieve our objectives.” 

Culture may be shaped and formed in many ways. Some of the examples of best 
practices mentioned earlier have as well an impact on culture in governmental 
institutions. Setting a specific target may actually lead to new norms being adopted 
faster. A strong political and visionary leadership may be a driver of culture change. 
Mandatory guidelines and certain standards for transparency can support certain norms 
regarding how regulation should be prepared.  

The following best practices are examples of initiatives that Member States and the EC use 
in the ongoing effort to secure adoption of SME tests.  
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4.3.1. Help desk and expert assistance across services 

One best practice example is the help desk in Denmark and the United Kingdom and the EC 
services. Government officials in other departments can ask for assistance from experts 
when they need help in assessing the impact on businesses of new regulation. The help 
desk assistance and the offering of expertise allow for ongoing contact between officials 
across services. However, it varies how pro-active the help desks are in offering assistance 
to other services. Moreover, it is not clear how effective the help desk function is in 
affecting the way the SME tests are conducted in other government services. In Box 4.7 
some examples are described. 

Box 4.7: Examples of help desks and expert assistance in Member States 
Denmark 

In Denmark, responsibility for carrying out the mandatory impact assessments/SME test lies with the 
government service in charge of the new legislation. In cases where government services are not sure how to 
assess the likely consequences of the proposed legislation, they have the option to draw on the expertise of the 
Danish Commerce and Companies Agency. The agency has strong experience in assessment of costs for example 
via the Standard Cost Model. 

While the Danish Commerce and Companies Agency is not automatically involved as partner to the relevant 
ministry preparing a new legislation, they are always on hand to help. In cases where legislation is expected to 
have considerable impact on SME’s and other businesses, the agency/help desk is automatically involved. This is 
decided when the initial screening of a new proposal shows that it will entail costs of more than 10,000 hours of 
administrative burdens for the economy as a whole. 

In addition to practical help in the process of preparing new legislation, the help desk also serves as a knowledge 
centre and organises seminars for other government officials.  

The EC services 

In the EC, DG Enterprise serves as a help desk and expert on the SME test. Other services can draw on their 
expertise. DG Enterprise is also an important member of inter-service steering groups that is consulted when the 
proposals for legislation and the IA reports are prepared. Here DG Enterprise has the watchdog role of pointing 
to the need of focusing on SMEs.  

In DG Internal Market and Services a specific unit serves as a support team in the directorate. The personnel of 
that unit possess specialised economics skills that can be of high value to the operational units in DG Internal 
Market and Services that actually prepares the proposals for new directives. With the establishment of the 
Impact Assessment Board as en ‘external’ control mechanism the special unit in DG Internal Market and Services 
has moved from having a control function to become the ‘critical friends’ within the DG Internal Market and 
Services and actually strengthened cooperation inside the DG. 

Source:  Interviews.  

4.3.2. Inter-service cooperation 

More formal inter-service cooperation can help disseminate practices and experiences 
between services. It can also help secure that specific SME considerations are given 
sufficient consideration and in time lead to better adoption of formal guidelines. 

Inter-service steering groups are set up to overview the preparation of the Impact 
Assessment reports. The EC’s comprehensive impact assessment system requires extensive 
coordination across DGs. It is mentioned in interviews that the inter-service coordination 
give for instance DG Enterprise an opportunity to raise concern if SMEs are not considered 
properly in the impact assessments being prepared. The responsible operational DG will 
most likely incorporate that concern in order to avoid problems at a later stage in the 
process for instance when the Impact Assessment Board review the reports.  

4.3.3. Control mechanisms 

Implementation of a control mechanism can help ensure that the SME tests are carried out 
according to the agreed standards and procedures. Several Member States selected for 
closer study have implemented formal quality control mechanisms.  
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The quality control systems follow-up on the tests which have been carried out by services, 
and check whether procedures have been followed, whether guidelines have been followed, 
and whether results of the SME test are correct. The quality control mechanisms 
implemented differ from Member State to Member State, both with respect to the tasks 
they are asked to carry out, their placement in the central administration and the formal 
power they can exercise. 

Box 4.8: A strong control system in the United Kingdom 
Perhaps the strongest quality control mechanism across the EU has been implemented in the United Kingdom. In 
the United Kingdom, the Regulatory Policy Committee is the quality assurance function for all ministries. It 
ensures that the mandatory guideline for the SFIT (as well as more general impact assessment) has been kept 
by the relevant service. The Regulatory Policy Committee also evaluates whether the legislation is too costly 
considering the benefits. In such cases, the Regulatory Policy Committee has the power to reject proposed 
legislation. This may also be the case if the procedures surrounding application of the SFIT have not been kept. 
As the official told us: “If you haven’t gone through the process, you cannot get approval”. To ensure 
impartiality, the Regulatory Policy Committee is independent from ministries. 

Source: Interview with official from BIS in the United Kingdom. 
 

In the EC, the Impact Assessment Board is recognised for having a very strong disciplinary 
effect in the EC services. Although, the Impact Assessment Board (IAB) does not have any 
authority to reject legislation or impact assessments, the board can publish its opinion and 
critique. The DGs tell us that there is an internal competition within the DG to avoid 
receiving negative comments on the impact assessments they have carried out.  

Box 4.9: The IAB raises the quality of impact assessments  
It is stated by officials in for instance DG Internal Market and Services, that the risk of receiving critique from the 
IAB is perceived as a ‘threat’, and is not something that you want. The presence of that risk has made the job for 
the responsible expert unit in each DG for monitoring and supporting impact assessments in the operational units 
much easier. They are no longer regarded as the ‘internal watchdogs’ – this job has been taken over by the IAB. 
Now they can function as the ‘critical friends’ that can help the operational unit do the IA job better. DG 
Enterprise recognises that SME tests have improved over the last two three years because of the combination of 
the new guidelines as well as the IAB. 

Source: Interviews with Werner Stegg, DG Internal Market and Services. 
 

Germany has also implemented a quality control system via the National Regulatory Control 
Council, NRCC. The NRCC plays the role of a ‘gatekeeper’ with regards to quality of 
regulations proposed in Germany at the federal level. The NRCC does not seem to have 
formal power to reject proposed regulations, which are found to be highly burdensome for 
SME. However, according to the OECD, the NRCC effectively heightens the quality of 
proposed regulations as the federal government follows its recommendations, cf. 

“The NRCC has formal authority to oversee the quality of the analysis related to the 
administrative burden reduction programme. The NRCC is thus an important 
gatekeeper of, and has considerable political leverage over, the government policy and 
regulatory agenda, which is reflected in the fact that the Federal Ministries seem to 
follow most of its opinions and recommendations. However, its mandate is focused on 
administrative burdens only and it has an advisory role.” 
Source: Cordova-Novion, C. and S. Jacobzone (2011), Strengthening the Institutional Setting for Regulatory 
Reform: The Experience from OECD Countries, OECD Working Papers on Public Governance, No. 19, OECD 
Publishing. 

 

In Denmark, there is no quality control system. The external stakeholders interviewed in 
Denmark express, in line with what is reported from other countries as well, that the lack of 
formal power to reject proposals is considered to be a weakness. A business organisation 
reports that they would like to see a quality control system in place in Denmark, in order to 
ensure that procedures are always followed. 
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4.4 Quality of data for quantification  
The lack of data is considered a major challenge among officials in government services. 
The lack of quality data makes it impossible to quantify expected impacts of proposed 
regulation.  

In Denmark, this problem has to a large extent been solved by an extensive, central 
database operated by the Danish Commerce and Companies Agency. The database consists 
of data related to calculation of administrative burdens as part of the Standard Cost Model. 
The database has also shown to be a very effective tool for calculating the expected impact 
of new legislation as part of an SME test. 

The database includes data on costs connected to a wide range of processes, as well as 
costs connected to particular regulations. The database also contains ‘maps’ of how 
processes are usually carried out in businesses. Moreover, the Danish Commerce and 
Companies Agency uses the database to collect information on how businesses work by 
following administrative workers around the workplace during a day, and noting what they 
do and why they do it. This approach is special in that it does not try to track burdens from 
a particular regulation, but rather focus on how business work. All in all, the database is 
considered to be a powerful tool for calculation of effects of regulation, and provides 
government services with easy access to high quality data. 

What sets Denmark apart from other Member States in this regard is that the database 
covers all policy areas relevant for business. While the precise number of policy areas 
covered by the database was not known by the official, he reports that it is more extensive 
than the corresponding Standard Cost Model-database used by the EC which covers only 13 
policy areas. The official reports that the great number of policy areas covered allow them 
to quantify expected costs associated with new legislation in many cases. The broad scope 
of data collected was a priority from the Danish government from the initial start up of 
database in 2004/2005. 

Moreover, Denmark has opted to make annual updates of the database on new legislations. 
This means that it is possible to monitor the effect on a new legislation without much delay, 
and potentially take action if needed. Moreover, the current estimates of administrative 
costs of regulation can be estimated with precision.  

In addition, there has been experimentation with a greater level of end-user involvement, 
where business systematically speaks to officials from the Danish Commerce and 
Companies Agency to tell how they perceive administrative burdens of different regulations. 

According to the EC, a project to ensure pooling of data across the different administrative 
levels in Germany has been initiated. Pooling data in this way is another way to secure data 
from different sources and improve the ability to quantify the expected consequences of 
new regulations: 

“There is also a project to ensure that data from companies are pooled to be used at all 
public authority levels (federal, regional and local).” 
Source: European Commission (2010), Member States competitiveness performance and policies, Commission 
staff working document, SEC(2010)1272. 
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5. RECOMMENDATIONS 
On the basis of the study the recommendations concern four overall key points:  

5.1. Better implementation of the SME test 
There is a strong case for moving SME test implementation forward in Member States and 
the EC. The study reveals that there is room for improvements with regard to overall use of 
the test and with regard to the effective implementation across government services.  

Member States can achieve benefits from adopting an SME test policy. Member States that 
have implemented SME tests evaluate the SME test or similar procedure positively and 
consider the test to have positive policy impact. Furthermore, it will help improve the 
business environment and reduce uneven framework conditions that SMEs may face today, 
if the SME test is implemented across Member States. 

However, there is not one model or one set of guidelines that can be instantly applied, and 
it will not be realistic to opt for a homogenous way of assessing new regulation affecting 
SMEs in all Member States. The main reason is that there is a long way to go for a number 
of Member States. In some Member States it will require an entirely new policy agenda and 
constitute a considerable task to formulate policy and set up an institutional framework that 
can drive change. Also, it will probably require a significant ’mental‘ shift within these 
governments to include empirical evidence as input to policy making. In other Member 
States that already have some form of test or other procedure, but does not apply it 
consistently, mandatory procedures and guidelines should be set up, and a stronger culture 
of better regulation should be promoted.  

5.2. The SME test should be mandatory, transparent and involve 
quantification  

It is recommended that the SME test becomes mandatory if a legislative proposal will 
affect SMEs. Guidelines should describe specific requirements that government 
services should comply with. This is necessary in order to achieve a certain quality 
and consistency. Specifically the test should involve quantification of administrative 
burdens or financial costs. Quantification is key when the magnitude of the impact on 
SMEs is to be documented. 

If the test is not mandatory or the guidelines are too vague and leave open too many 
options, there is a risk that the content and quality of the test vary. One example is 
the EC guidelines. It is claimed in interviews, that the EC guidelines regarding the SME 
test is a ‘shopping list’. This study seems to indicate that the varying content and 
quality of the SME tests reflect that the guidelines leave it to the individual services to 
decide how consultations should be done and how assessment of the impact should be 
analysed. EC services that do not have SMEs on top of their agenda may go for the 
more easy procedural steps when carrying out the SME test. An external quality 
control can support a more consistent approach if the control body has authority and 
can assert it vis-à-vis government services.  

5.3. An integrated systemic approach should be the long term 
objective 

It is recommended that Member States that are ready to develop their policies and 
procedures regarding SME test and impact assessments formulate an integrated systemic 
approach to SME test as the long-term objective.  
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An SME test is not only about having formal mandatory guidelines involving certain 
procedural steps. The study of best practice examples supports a recommendation that 
several policy elements should be developed in the longer term in order to be able to 
implement a successful SME test, and, importantly, secure an ongoing development of the 
test. It is a set of policy elements that can drive forward the cultural change that is really 
the key challenge for an adoption of the principles. The systemic approach requires 
mandatory guidelines, yes, but also help desk and expert assistance, strong ‘control’ 
mechanisms with leverage, training, roadmaps or other communication tools, exhaustive 
consultations etc. Chapter 4 contains examples of best practices of these policy elements.  

5.4. The SME test should not stand alone 

It is recommended, that the SME test does not become a ‘stand-alone’ and independent 
exercise in Member States or in the EC services. The test is a specific dimension that should 
be mandatory to conduct, if relevant, and an integral part of the overall impact 
assessments conducted. That is in line for instance with the EC’s overall philosophy and 
approach to impact assessments. It is also in line with the UK approach where an SME test 
is an integral part of a larger sophisticated system of impact assessments.  

More impacts on SMEs are to be considered when new legislative proposals are prepared, 
e.g. environmental, social and gender impacts. Typically, there is a balance that must be 
struck between obtaining legitimate political goals on the one hand, and negative impacts 
on the other. If an SME test is a stand-alone exercise, it does not necessarily make it easier 
to strike the balance.  

That said, it is recommended to highlight the SME test, also in overall impact assessments. 
When the SME test is mandatory and certain guidelines are in place it is only logical to 
report the results of the analysis of the impacts on SMEs as well as to report the procedural 
steps taken. In cases where it has not been deemed necessary to do an SME test it is 
recommended to explain why. Communication, and hence transparency, can reduce 
distrust and criticism by stakeholders. 
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ANNEX A: EUROPEAN COMMISSION QUESTIONNAIRE 
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ANNEX B: CONSISTENCY AND SOHISTICATION SCORES 

The consistency and sophistication scores are presented in table B.1 and B.2 below. 
 

Table B.1: Consistency scores 

Score from EC questionnaire 

Member State Consistency in application of 
the SME test 

Number of SME tests 
performed 2010 

Consistency score 

Austria 1 1 2 

Belgium 0 0 0 

Bulgaria 2 1 3 

Cyprus 0 0 0 

Czech Republic 0 0 0 

Denmark 2 4 6 

Estonia 0 0 0 

Finland 2 4 6 

France 3 4 7 

Germany 3 4 7 

Greece 0 0 0 

Hungary 1 1 2 

Ireland 3 0 3 

Italy 0 0 0 

Latvia 3 4 7 

Lithuania 3 4 7 

Luxembourg 3 4 7 

Malta 3 0 3 

Netherlands 2 2 4 

Poland 1 0 1 

Portugal 0 0 0 

Romania 2 1 3 

Slovakia 1 4 5 

Slovenia 1 1 2 

Spain 3 4 7 

Sweden 3 4 7 

United Kingdom 3 4 7 

Note: In column 2 Member States receive points based on their report of how frequently they apply SME test in 
their own assessment (based on table 2.2 in the report). Member States receive 3 points if they ‘always’ use the 
SME test, 2 points if they ‘often’ use it, 1 point if they use it on an ‘ad hoc’ basis, and 0 point if they ‘never’ uses 
SME test. In column 3, Member States receive points based on the number of SME tests they actually carried out 
in 2010 (based on table 2.3 in the report). Member States receive 4 points if they carried out ’20 or more’ SME 
tests in 2010, 3 points for carrying out ‘11-19’ SME tests, 2 points for carrying out ‘6-10’, 1 point for ‘1-5’, and 0 
point for carrying out ‘0’ SME tests. The sum of points is the Member States’ consistency score shown in column 4. 
Source: Copenhagen Economics based on the EC questionnaire. 
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Table B.2: Sophistication scores 

Score from EC questionnaire 

Member State 

Use of 
guidelines 

(EU or 
national) 

Centralised 
SME test 

function or 
availability 

of help 
desk 

Use of 
stakeholder 
consulta-

tion 

Quality 
check of 

SME tests 

Use of 
mitigating 
measures 

Monitoring 
of 

mitigating 
measures 

Sophisti-
cation 
score 

Austria   1  1  2 

Belgium       0 

Bulgaria   1  1  2 

Cyprus       0 

Czech Republic       0 

Denmark 1 1 1 1 1  5 

Estonia       0 

Finland 1 1 1 1 1  5 

France 1  1 1   3 

Germany 1  1 1 1 1 5 

Greece       0 

Hungary   1  1  2 

Ireland 1  1 1 1 1 5 

Italy       0 

Latvia 1  1  1 1 4 

Lithuania 1  1  1  3 

Luxembourg 1 1  1   3 

Malta 1 1 1  1  4 

Netherlands 1  1 1 1  4 

Poland     1 1 2 

Portugal       0 

Romania 1 1 1 1 1 1 6 

Slovakia 1  1 1 1 1 5 

Slovenia 1      1 

Spain 1  1 1   3 

Sweden 1  1 1 1  4 

United Kingdom 1 1 1 1 1 1 6 

Note: Member States are awarded 1 point per question based on how the SME test meets the requirements in the 
table. The sum of the points in the last column is the final sophistication score. Scores are based on Member 
States own answers to the EC questionnaire. This table is based on tables 2.4, 2.6, 2.7, 2.10, 2.11, and 2.13 in 
the report. 
Source: Copenhagen Economics based on the EC questionnaire. 

- 104 -IP/A/ITRE/ST/2010-08 PE464.437






