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2018 SBA Fact Sheet France

Key points

Past & future SME performance': SMEs make a significant contribution to the French ‘non-financial business economy’. They
account for 55.2 % of value added, close to the EU average of 56.8 %. Their share of employment, at 61.6 %, is somewhat lower
than the EU average of 66.4 %. The productivity of French SMEs is almost one third higher than the EU average. The outlook for SMEs
in France is favourable. Growth in SME value added is projected to accelerate to 6.5 % in 2017-2019. Furthermore, SME employment
is expected to rise again, increasing by 1.9 % in 2017-2019 or around 169 900 new SME jabs.

Implementing the Small Business Act for Europe (SBA): France continues to maintain a balanced SBA profile, performing in line
with the EU average in most of the SBA areas. State aid & public procurement as well as skills & innovation remain the strongest
areas, with below-average performance recorded only in the areas of ‘responsive administration’ and single market. France’s
performance in all other areas is very close to the EU average. However, since 2008, strong progress has been made in the single
market area, and less, but still significant progress has been made in state aid & public procurement, skills & innovation and access
to finance.

SME policy priorities: While the ‘SME test’ has been strengthened during the reference period (2017 and first quarter of 2018), it
could still be improved. Although the French government's general secretariat coordinates this procedure, its outputs could be verified
by an independent body. SMEs would prefer to be more systematically consulted throughout the legislative process in order to soften
the impact of the rapidly changing legal and regulatory environment. The regulatory and administrative burden is currently being
reduced through legislation to promote SME growth and increase their competitiveness. Assessments are being carried out on the
efficiency of public support schemes for innovation, but it remains to be seen how these schemes will be put into practice. Market
access is still a problem, in particular for established firms, and there are still too few manufacturing SMEs exporting and importing
within the EU. However, it is expected that the consolidation of various agencies will lead to economies of scale and improve the
quality of regional support.

Number of persons employed in SMEs Value added of SMEs

(Index: 2008=100, eslimates as from 2016 onwards) (Index: 2008=100, estimates as from 2016 onwards)
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1. SMEs — basic figures

Number of enterprises Number of persons employed Value added
France EU-28 France EU-28 France EU-28
Number Share Share Number Share Share Billion € Share Share
Micro 2824 470 95.3 % 93.1% | 4131973 271.7 % 29.4 % 227.3 23.7% 20.7 %
Small 117 494 4.0% 58% | 2803731 18.8 % 20.0 % 162.1 16.9 % 17.8 %
Msei‘ii(‘;(;"' 18 596 0.6 % 09% | 2245728 15.1% 17.0% 139.7 146% | 18.3%

Large 4089 0.1% 0.2% 5713171

38.4 % 33.6 % 430.0 44.8 % 43.2%

Total 2 964 649 100.0 % 100.0 % | 14 894 603

100.0 % 100.0 % 959.1 100.0 % 100.0 %

different from those published by national authorities.

These are estimates for 2017 produced by DIW Econ, based on 2008-2015 figures from the Structural Business Statistics Database
(Eurostat). The data cover the ‘non-financial business economy’, which includes industry, construction, trade, and services (NACE Rev. 2
sections B to J, L, M and N), but not enterprises in agriculture, forestry and fisheries and the largely non-market service sectors such as
education and health. The following size-class definitions are applied: micro firms (0-9 persons employed), small firms (10-49 persons
employed), medium-sized firms (50-249 persons employed), and large firms (250+ persons employed). The advantage of using Eurostat
data is that the statistics are harmonised and comparable across countries. The disadvantage is that for some countries the data may be

SMEs make a significant contribution to the French ‘non-financial
business economy’. They account for 55.2 % of value added,
close to the EU average of 56.8 %. Their share of employment,
at 61.6 %, is somewhat lower than the EU average of 66.4 %.
French SMEs are smaller than the EU average, consisting of only
3.1 people compared to 3.9 in the EU. The productivity of French
SMEs, calculated as value added per person employed, is around
EUR 57 600 per person, almost one third higher than the EU
average of EUR 43 900.
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The development of SMEs in the ‘non-financial business
economy’ has been mixed recently, with SME growth lagging
behind that of large firms. SME value added rose by a modest
2.7 % in 2013-2017, while SME employment declined by 4.3 %.
In contrast, employment in large firms grew slightly, by 1.6 %, in
the same period, whereas their value added growth was
significantly stronger than that of SMEs, at 14.4 %. Most
recently, SME value added grew by 2.8 % in 2016-2017. This
was accompanied by a 1.7 % increase in SME employment
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SMEs in the manufacturing sector continued their weak
performance of the last decade. In 2013-2017, SME value
added stagnated and SME employment declined by 9.8 %. The
French manufacturing sector suffers from weak international
competitiveness, especially when compared with the EU as a
whole. This is due to a number of factors, including declining
profit margins leading to sluggish investment in the 2000s, two
decades of high and accelerating labour costs, and
comparatively low investment in machines and equipment, even
today?. In reaction to the persistent downturn of this sector, the
French government initiated dedicated policy measures to
improve the competitiveness of the industrial sector and
reindustrialise the French economy. For example, the Industry of
the Future (Industrie du Futur) project was launched in 2015 to
modernise firms by introducing robotic and digital technologies
and supporting the transformation of business models,
organisation and marketing tools®. The government also
introduced the competitiveness and employment tax credit (CICE
— Creldit d’lmpoRt pour la CompeRtitiviteR et I'Emploi)* in 2013,
effectively reducing corporate social contributions for low paid
employees through equivalent tax reductions for employers. The
resulting savings from the lower wage bill were intended to
enable firms to invest in research and development and tap into
new markets®. Signs indicate that these two government
programmes have been successful: the negative trend for SMEs
in this sector has slowed recently, with SME employment
dropping only slightly, by 0.4 %, and SME value added growing
by 0.6 % in 2016-2017.

In contrast to the moderate growth of the ‘non-financial
business economy’ as a whole, SMEs in the administrative
activities sector have generated strong growth in recent years.
SME value added rose by 14.7 % in 2013-2017, and SME
employment increased even more vigorously by 18.1 %. SMEs
significantly outperformed large firms, which grew more slowly
during the same period, only achieving an 8.8 % increase in
value added and suffering a 9.0 % fall in employment. The
overall rise in demand for services has mainly been driven by an
increase in business-to-business transactions®. The more rapid
growth of business-to-business transactions compared to
business-to-consumer transactions of services reflects the
increasing trend of large companies outsourcing services
formerly carried out in-house to specialised service providers,
which are often SMEs. In line with this trend, the biggest growth
drivers for administrative activities have been employment
activities and rental and leasing activities’.

Business registrations in France rose to 591 267 in 2017, a
6.7 % increase compared with the previous year and the highest
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of the past 7 years®. Also, business failures continued to fall in
2016-2017, by 53 %, to a total of 54 954. In the previous
period, 2015-2016, business failures had already fallen by
7.8 %°.

The following segment presents data that has been collected for
the EU Startup Monitor and refers mainly to the population of
online and technology based start-ups.!° The French start-up
ecosystem has been developing steadily over the past decade.
The typical French founder is male (80.0 %) and holds a
university degree (94.3 %). Compared to other European
countries, a large proportion of founders completed a Master’s
degree (78.6 %, compared to the EU average of 53.0 %) and a
certain number even a PhD (14.3 %, compared to the EU
average of 12.6 %). Start-ups in France are to be found in many
sectors such as 'software as a service' (21.4 %). In education
(7.1 %, compared to the EU average of 3.59%) and green
technologies (7.1 %, compared to the EU average of 6.4 %), the
sectorial representation of start-ups is above the EU average.
French start-ups currently employ 17.1 people (compared to the
EU average of 12.85) and are planning to create 9.8 more jobs
within the next 12 months. This emphasises the important role
start-ups play in European job markets and shows just how
much these innovative businesses do to boost their national
economy. Many French start-ups are generating all their
revenues through business-to-business transactions (60.9 %),
mainly within the eurozone (71.0 %). However, international
operations go beyond European borders. The share of revenue
being created in the US. (13.9 %) is, for example, higher than
the revenue being created in other European countries (8.9 %).
The geographic start-up hub for France is Paris, with most start-
ups operating from there.

In 2015, 13 188 French firms in the ‘business economy‘!! with
at least 10 employees were high-growth firms!2. This
corresponds to 8.6 % of all firms in the ‘business economy’,
lower than the EU average of 9.9 %. Similar to the EU as a
whole, the sectors with the highest proportion of high-growth
firms in France are information and communication (17.0 %) and
administrative activities (13.8 %).

The outlook for SMEs in France is favourable. Growth in SME
value added is projected to accelerate to 6.5 % in 2017-2019.
Also, SME employment is expected to rise again, up 1.9 % in
2017-2019 with around 169 900 new SME jobs. Micro firms are
forecast to be the main drivers of this SME growth, with an
estimated 9.5 % increase in value added and a 4.7 % rise in
employment.
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2. SBA profile'®

BEU average +/- 0.5 standard deviations BFrance

1. Entrepreneurship
1.0

2.'Second chance'

3.'Responsive

8. Environment administration’

9. Intemationalisation

€

r

6. Single market

4, State aid & public
procurement

France’s SBA profile remains similar to last year's, performing in
line with the EU average in most areas. France performs above
the EU average in state aid & public procurement and skills &
innovation, the latter having improved since last vyear.
‘Responsive administration’ and single market remain weak
points, though all other areas are closely aligned to the EU
average. France is not among the top or bottom three Member
States for any of the SBA areas.

Since 2008, France has implemented many policy measures
addressing all policy areas of the Small Business Act. Policy
activity has mainly focused on improving the business
environment. As such, several measures have been implemented
to stimulate business creation and improve responsive
administration. However, more effort is required for business
transfers.

In 2017 and the first quarter of 2018, the reference period of
this year’s fact sheet, France implemented nine measures
addressing 4 out of the 10 policy areas under the Small
Business Act. The SBA areas where the most progress was made
are ‘responsive administration’ and access to finance. The SBA
areas experiencing the least or no progress during the reference
period are state aid & public procurement and to a lesser extent,
single market and internationalisation. However, for these last
two areas the government has announced an initiative.

Overall, SME stakeholders acknowledge that progress in
implementing the SBA has been limited, though there is
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widespread consensus that the areas that saw the most
progress during the reference period were ‘responsive
administration’ and access to finance.

France has adopted a series of policy measures in line with SBA
recommendations, and SMEs continue to show positive
sentiment in opinion polls on recruiting or investment intentions.
Over the past 9 months, the new government has guided key
reforms through the French parliament within a calmer social
context. These include: (i) significant reform of labour law and
clearer redundancy rules (with ceilings for redundancy payments
in case of dispute); (ii) the replacement of the solidarity tax on
wealth (ISF — I'lmpét Sur la Fortune) with a tax exclusively on
property (IFI — L'Impét Sur la Fortune Immobiliére); (iii) and the
introduction of a flat tax on financial income and lower social
contributions to help reduce the cost of labour. The reform
momentum initiated by the new government had a positive
impact on the general mood among the SME/business
community. The consultation of businesses is more widely used
as was the draft law on growth and business transformation at
the end of 20174 Generally, government officials are being
encouraged to practice and promote a culture of awareness of
SMEs and their needs. SME representatives have noted a more
productive dialogue with the administration in recent times,
particularly on the financial consequences of some measures.
Despite this, there remains room for improvement; measures
such as a better SME impact assessment framework and more
SME consultation during the legislative process would help SMEs
keep step with the rapidly changing legal environment and
administrative procedures, both side effects of the high number
of regulatory changes of recent years.

SME sentiment is positive on the direction taken and the level of
modernisation of the economy during the reference period,
though it remains cautious about actual outcomes'®. For
example, the end of the solidarity tax on wealth (/SF) should
create more opportunities to invest in SMEs, but the end of this
solidarity tax also ended ‘/SF PME’, a special vehicle for investing
in SMEs to avoid paying the ISF. Many of the reforms are
difficult to grasp because of uncertainty during the transition
period. SMEs are concerned about whether the current reform
momentum, and the boost it gives them, can be maintained.
They are also concerned about the consequences and the way
forward should it slow.
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SBA performance of France: state of play and development from 2008 to 201816
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The value for progress over time was set to 0% in case of insufficient data and marked in the above chart by a diamond shape. Formore details, please
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3. SBA principles'’
3.0 ‘Think Small First’

The ‘Think Small First’ principle is meant to be a guiding principle
for all policy- and law-making activities. It requires policymakers
to take SME interests into account at the early stages of the
policy-making process. The principle also calls for newly
designed legislation, administrative rules and procedures to be
made simple and easy to apply.

Since 2008, France has implemented parts of the ‘think small
first’ principle but still needs to put several fundamental pieces
in place.

The French administration consults companies and federations
on a regular basis to survey business opinion before a reform is
adopted. For example, an internet consultation for some
legislative proposals can highlight the need of companies to take
full advantage of the new law. Moreover, when the French
administration is drafting a bill, an inspection unit often conducts
a study visit to examine the possible impact the proposed
legislation could have on businesses and specifically SMEs.

The results of these consultations are included in impact
assessment reports that have become mandatory for laws,
orders and decrees proposed by the government since 2011.
However, there is no independent scrutiny of the quality of
impact assessments'®. Also, impact assessments are rarely
made before drafting a legislative text; more often, they are
made in parallel to the drafting or just before the parliamentary
debate.

Some elements of the SME test are required in these impact
assessments. After examining the impact assessment reports,
the government's general secretariat can decide to carry out an
SME test if it considers that it does not have sufficient
information to assess the consequences of a regulation on
SMEs. In other words, an ‘SME test’ is only carried out through a
consultation with SMEs when a text appears to be complex and
will have a strong economic impact on them, according to the
principles laid down in a manual adopted in 2014!°. However,
this manual only provides guidelines and is not a mandatory
mechanism. Since 2013, only 4 SME tests have been conducted
involving 69 companies from 7 regions.

To better comply with the requirements of an ‘SME test’, an
extended ‘SME test’?® was introduced in 2014. It complements
impact studies with additional information from SMEs that is
requested through a qualitative assessment when deemed
necessary. However, no ‘extended SME test’ was carried out in
2016 or 2017, despite the number of laws and decrees passed
concerning SMEs?!. For example, the tax reform requiring
companies to withhold payroll taxes directly starting in 2019 did
not undergo an ‘extended SME test’ even though the reform
concerns SMEs that will have to change their accounting
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software and explain to employees why their net salary will be
lower. However, the Senate did conduct a study??, which led the
government to conduct its own?®. Based on the results of this
latter study, the government decided to postpone the law's entry
into force for one year.

France is currently reviewing the SME test to improve its
application.

Even though several key provisions of the ‘think small first’
principle still need to be enacted, progress was made in applying
it during the reference period, 2017 and the first quarter of
2018. The threshold for micro-enterprises to be eligible for a
streamlined administrative process has been doubled, and the
social security scheme for self-employed workers has been
merged with the general scheme, removing the need for people
to move between the two. The timeliness of payments from
public services and large companies to their subcontractors has
improved (average late payment now 10 days overdue, down
from 14) thanks to a growing culture of mediation. In April 2018,
the government proposed unemployment insurance for
independent and self-employed workers, which was introduced
in the law ‘for the freedom to choose one’s professional future’
(and adopted by France's parliament on 1 August 2018). Also,
the government adopted a ‘right-to-make-mistakes’ approach
for companies dealing with public services, cancelling
punishment for mistakes made for the first time and in good
faith.

Despite these measures, SMEs still feel that they must deal with
a rapidly changing legal environment and complex
administrative procedures created by the large number of
regulatory changes in recent years®*. More generally,
government officials should be made more aware of the needs
of SMEs. This could be done, for example, through schemes
where civil servants work in small companies for a week to
better understand their culture.

On the consultation of SMEs in legislative procedure, SME
representatives have noted better and richer exchanges with the
administration on new and existing actions, including on financial
aspects. Early drafts and more internal material and data are
shared with stakeholders. The country's Senate has proposed
several recommendations to improve the quality of the
legislative process and make better use of impact assessments,
including an independent body to control their quality and
application. The Senate has also proposed to improve the quality
of existing legislation by assessing its cost to SMEs and setting
yearly simplification targets — this is crucial given that the OECD
has estimated the existing administrative burden to cost SMEs
an annual EUR 60 billion®.
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3.1 Entrepreneurship

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Early stage entrepreneurial adtivity (%); 2017; France: 3.92, EU avg: 8.28

Early stage entrepreneunial activity for female population (%); 2017, France:
242, EU avg: 6.31

Established business ownership rate (%); 2017; France: 3.58; EU avg: 7.09

Opportunity-driven entrepreneurial adivity (%); 2017; France: 61.51; EU avg:
50.27

Entrepreneurial intentions (percentage of adults who intend to start a business
within 3 years); 2017, France: 17.62; EU avg: 11.21

Entrepreneurship as a desirable career choice (%); 2017; France: 59.06; EU

avg: 58.58
High status given to successful entrepreneurship (%); 2017; France: 74.21; EU
avg: 67.04
Media attention given to entrepreneurship (%); 2017; France: 47.04; EU avg:
5563
Entrepreneurship education at basic schoal (1-5) ; 2017; France: 1.84; EU avg:
205
Entrepreneurship education at post-secondary levels (1-5); 2017; France: 3.33;
EU avg: 2.86

Share of high growth enterprises (%); 2015; France: 8.56; EU avg: 99

-2.0

-15 10 -05 00 05 10 15 20

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Overall, France remained in line with the EU average in this area
during the reference period. This was despite the lower
performance in early-stage entrepreneurial activity (both overall
and for women) and the established business ownership rate
and despite the fact that all three indicators are now the second
lowest in the EU. Indeed, entrepreneurial intentions increased
from 15.7 % in 2016 to 17.6 % in 2017, as did perceptions of
entrepreneurship as a desirable career choice (from 57.1 % in
2016 to 59.1 % in 2017). This is possibly due to the higher
status given to successful entrepreneurs (from 69 % in 2016 to
74.2 % in 2017) and the slight increase in media attention given
to entrepreneurs. A gap remains between the indicator scores for
the quality of entrepreneurial education provided at basic
schools and the scores for the quality in post-secondary levels.
France still performs in line with the EU average for the former
but well above the EU average for the latter.

Since 2008, the promotion of entrepreneurship has been one of
the most active SBA areas. A key policy measure was the
creation of a ‘micro-entrepreneur’ status in 2009 (formerly
called ‘auto-entrepreneur’) to encourage self-employment by
simplifying the administrative requirements. Start-ups or people
willing to take over a company are supported by schemes such
as ARCE/ARE that provide funds to job seekers who are eligible
for benefits, or NACRE/ACCRE that provide advice, a 0 9% interest
rate loan, and tax breaks (available to all starting on 1 January
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2019%). Since 2010, self-employed entrepreneurs have been
able to easily separate (further simplified in 2016) their personal
and business assets with the EIRL status. This allows them to
safequard personal assets from business creditors and
effectively limit their liability. Since 1 January 2018, the ceilings
for the micro-entrepreneur scheme have been raised to EUR
70 000 for service provision activities and EUR 170 000 for
sales activities. The current ceilings for VAT-based exemptions
(EUR 35 200 for service activities and EUR 91 000 for sales
activities) remain unchanged. Therefore, whether they are
craftsmen, traders or professionals, more entrepreneurs can
benefit from this scheme to help develop their professional
activity. The status of ‘young innovative enterprise’ (JEI — Jeune
Entreprise Innovante) has also been extended until 31 December
2019. This status provides exemption from taxes and social
security contributions for enterprises classified as innovative and
identified to have high-growth potential (R&D expenses must
account for a minimum of 15 % of their expenditure and must
have been incurred less than 8 years ago). Most cities and higher
education institutions are offering facilities to support start-ups
in the form of third places (‘tiers-lieux’), open labs, incubators
and accelerators, co-working or collaborative spaces?’. They
often host start-ups and provide access to counselling.

In 2017, EUR 2.563 billion in risk capital was raised through 605
business transactions in the early years of the start-ups'

7
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existence, with an average transaction of EUR 4.03 million?.
However, funding is much harder to find in France for amounts
over EUR 50 million?°.

Opened in June 2017, Station F*° is already the world's biggest
start-up campus, and Viva Technology conventions®' dedicated
to technological innovation have become a reference for start-
ups. Today, one out of two companies®? is created by a job
seeker, and since June 2017, about 1.1 million micro-
entrepreneurs have been registered (out of 3.14 million
companies)®s.

The ‘Student Plan for Innovation, Transfer and Entrepreneurship’
(PEPITE) helped anchor entrepreneurship in higher education: in
2015-2016, 120 000 students were made aware of or trained in
entrepreneurship. Also, the creation of the ‘national student
entrepreneur’ status promotes the transition to entrepreneurial
action (since the launch of the status in 2014, 8 328 student-
entrepreneurs have benefited from it).

3.2 ‘Second chance’

However, there is still room for improvement — cooperation
between educational institutions and SMEs is still weak, even
though entrepreneurship has continued to gain prominence
among students and workers. During the reference period, 2017
and the first quarter of 2018, the new government launched two
plans. The first, for ‘self-employed workers’, is designed to
support business creation (with ACCRE extension), facilitate
increased purchasing power by reducing payable tax, and
improve social protections for the self-employed by merging
their formerly dedicated social security scheme with the general
scheme®®. The second plan, for company ‘investment and
growth’, was launched in October 2017 and involved a wide
consultation process touching on six themes, among which the
‘creation, growth and transmission of companies’*®. The draft
law was presented to France's Council of Ministers on 18 June
2018 as part of a law called ‘the action plan for companies’
growth and investment’ (PACTE — ‘Plan d’Action pour la
Croissance et la Transformation des Entreprises’)®®. It will be
covered in more detail in the 2019 SBA fact sheet.

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Strength of insolvency framework index (0-16); 2018; France: 11; EU avg: 11.8

Time to resolve insolvency (in years); 2018; France: 1.9; EU avg: 2.01

Cost of resolving insolvency (cost of recovering debt as percentage of the
debtor's estate); 2018; France: 9; EU avg: 10.25

Fear of failure rate (%); 2017; France: 39.07; EU avg: 38.01

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

‘Second chance’ refers to ensuring that honest entrepreneurs
who have gone bankrupt get a second chance quickly. While
France performs in line with the EU average in this area, there
has been very little change to the individual indicators over the
last 4 years. The only exception is the improvement in the fear-
of-failure rate, which fell from 40.3 % in 2016 to 39.1 % in
2017, bringing it close to the EU average in 2017 of 38 % and
continuing the strong progress since 2008, when it was 52 %.

Overall, moderate progress has been made in the area of
‘second chance’ since 2008. Most of the legal procedures to
wind up a business in France require less than 2 years to
complete, although according to the EU Justice Scoreboard, the
actual court proceedings for bankruptcy in France alone last at
least 2 years®. In 2010, protection against the seizure of an
individual entrepreneur’s main residence was introduced with the
‘EIRL status’ and further simplified in 2016. In 2013, the central
bank’s abolition of the ‘040’ list (entrepreneurs who went
bankrupt for the first time) was a major improvement. However,
even though honest entrepreneurs are discharged if they record
a bankruptcy proceeding (previous indicator ‘040Q’), they still
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have difficulty securing new loans. This is because commercial
banks maintain their own records of all past incidents, even if
the official ‘040’ indicator has been expunged. This contributes
to negative perceptions of failed entrepreneurs that prevail in
the wider society>8.

There is also still not enough difference between the treatment
of ‘honest’ entrepreneurs and those deemed to be committing
fraud. For example, if an entrepreneur was in charge of more
than one bankrupt company (for example, in the case of the
separation of the company with the infrastructure), his/her name
is recorded by the national bank (‘Banque de France’) for 3 to 5
years (using the ‘050’ or ‘060’ indicators).

In March 2018, the government announced a new type of
unemployment insurance for independent and self-employed
workers®. However, this system will be less generous in terms of
duration (about 6 months maximum) and compensation
(although it has not yet been confirmed). In return, independent
and self-employed workers will not be asked to contribute to the
cost of the system.
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3.3 ‘Responsive administration’

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Time to start a business (in calendar days); 2017; France: 3.5; EU avg: 3.1
Cost of starting a business (in euros); 2017; France: 84; EU avg: 311

Start-up procedures (number); 2018; France: 5; EU avg: 5.36

Paid-in minimum capital (percentage of income per capita); 2018; France: 0; EU
avg: 10.14
Time required to transfer property (in calendar days); 2018; France: 64; EU avg:
2446
Cost required to transfer property (percentage of property value); 2018; France:
73, EUavg 475

Number of tax payments per year; 2018; France: 9; EU avg: 115

Time it takes to pay taxes (hours per year); 2018; France: 139; EU avg: 171.39

Cost of enforcing contracts (percentage of claim); 2018; France: 17.4; EU avg:
2129

Fast-changing legislation and policies are a problem for doing business

(percentage of respondents who agree); 2017; France: 80; EU avg: 61

The complexity of administrative procedures is a problem for doing business
(percentage of respondents who agree); 2017; France: 85; EU avg: 60

Burden of govemment regulations (1=burdensome, 7=nct burdensome); 2017;

France: 2.73; EU avg: 3.29
Competency and effectiveness of govemment staff in supporting new and
growing firms (1-5); 2017; France: 2.85; EU avg: 2.65

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

‘Responsive administration’ refers to public administration being
responsive to the needs of SMEs. France performs below the EU
average in this area, similar overall to last reference period's
performance. The time to register a property remains the longest
in the EU. However, although still some distance from the EU
average, there has been an improvement in the way businesses
perceive the impact that fast-changing legislation (seen as a
problem by 89 % in 2015 compared to 80 % in 2017) and the
complexity of administrative procedures (seen as a problem by
899% in 2015 compared to 859% in 2017) have on doing
business. Such improvement was partially offset by a drop in the
perceived competency and effectiveness of people working for
government agencies that support new and growing firms, and
by an increase in the cost of transferring a property from 6.1 %
of the property value in 2016 to 7.3 % in 2018.

Since 2008, moderate progress has been made in ‘responsive
administration’. A company’s registration number is now used to
share information between various administrative organisations
directly, rather than the company having to provide the
information to each organisation separately. Another important
measure is the ‘silence-is-consent’ principle, which is now
gradually being introduced (about 1 500 processes are covered).
Most requests addressed to the administration are treated
within 2 months (with some exceptions, such as the six-month
period for patent applications). Not receiving any reply from the
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administration after the set time passes is considered to be
equivalent to an agreement.

Despite this progress, the simplification process has been
hampered by the large number of new and revised laws these
past 8 years. SMEs highlight the number and significance of
changes to regulatory mechanisms, most of which are not
preceded by an ‘SME test’ assessing possible impacts (this is
mainly due to the sheer number of legislative texts being voted
on). Arguably the most anticipated change was to the ‘account
for arduous work’ (compte pelnibilitel), which is a measure that
provides employees whose roles involve physically strenuous,
repetitive tasks on a daily basis with the opportunity to retire
early. The time-consuming compliance process was streamlined
in 2017 by the new government, a very welcome development
for SMEs.

During the reference period, 2017 and the first quarter of 2018,
several important policy measures were adopted or announced.
These included: (i) further reforms to labour law to simplify the
collective bargaining process, (ii) the creation of a standard
financial scale of damages to provide more visibility and security
in case of redundancy, (iii) and reforms to rules governing
dismissal that re-prioritise employee rights and the substance of
the matter at hand over procedural improprieties. The
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government has also doubled the ceiling for self-employed
workers in micro-enterprises to benefit from a streamlined
administrative process and merged the social security scheme
for the self-employed with the general scheme for company and
state employees, removing the need to move from one to the
other. In addition to the Circulaires of 26 July 2017 and
12 January 2018 on simplification issued by the Prime minister,
France's parliament adopted the ‘right to make mistakes’ (‘Loi
pour un Etat au service dune société de confiance) on
31 July 2018. This is essentially a measure that allows
companies to avoid punishment for a first mistake provided it
was made in good faith and was not an attempt to cheat or
circumvent the system“.

3.4 State aid & public procurement

Because of these various measures, responsibility has become
less centralised (e.g. labour market reforms negotiated with
regional branches, or local administrations given the ‘right to
make mistakes’). This indicates a higher level of faith by the
government in the capacity of local operators to administer
services, though some SMEs are sceptical of this.

The action plan to promote company growth and investment,
PACTE, was devised using a co-construction methodology that
involved various stakeholders (regions, parliamentary groups, the
social and economic council, professional organisations and
trade unions) and an online public consultation held between
15 January and 5 February 20184

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Percentage of businesses participating in public tenders (%); 2017; France: 47,
EU avg: 32

Percentage of businesses submitting proposals in a public electronic tender

system (e-procurement) (%), 2013; France: 18.61; EU avg: 12.85
Percentage SMEs account for in the total value of public contracts awarded (%);
2013; France: 31; EU avg: 29
Average delay in payments from public authorities (in days); 2017; France: 9; EU
avg: 9.27

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

France has maintained its above-average performance in this
area — it still has the EU’s second highest proportion of
businesses taking part in public tenders despite the figure falling
from 54 % in 2015 to 47 % in 2017, and the third highest
amount of aid earmarked for SMEs. The average late payment
from public authorities fell from 12 days in 2016 to 9 days in
2017, which is in line with the EU average.

Overall, moderate progress has been made in this area since
2008. One of the most significant policy measures was changes
to public procurement laws to make it easier for SMEs to
participate in public tenders. Since the simplified public
procurement procedure (MPS — marchel public simplifiel) was
introduced in 2014, it has been utilised more than 46 000
times*. Rules to further simplify and modernise public
procurement practices entered into force in April 2016 (as
provided for by the three EU public procurement directives of
February 2014) and are being implemented by local, regional
and national authorities, albeit slowly. Moreover, the new legal
framework is leading to changes in buyer behaviour. This is
thanks to ‘innovation partnerships’ between supplier and buyer
and the possibility for buyers to meet with companies upstream
in the competitive bidding process. These meetings are
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facilitated through a specific platform where buyers are able to
request innovative services and suppliers with innovative
solutions (less than 2 years old or not yet commercialised) not
yet technically on the market*. Two ombudsmen have been
appointed, one to mediate between SMEs and their banks or
credit insurance companies and the other to improve relations
between public services, large companies and their
subcontractors*. Both also share best practices to help SMEs
participate more in public procurement. The efforts of the
ombudsman for subcontractors have seen positive results across
several indicators. Late payments (by law considered late after
more than 45 days) from large or public entities to SME
suppliers have been reduced on average from 14 to 10 days®,
adding the equivalent of EUR 4 billion in cash flow for SMEs.
There has been a steady rise in ombudsman cases (1 200 in
2017 against 100 in 2010)*. This actually strengthens links
between customers and suppliers by creating a culture of
mediation (the success rate of mediations is 75 %) rather than
litigation or other costly dispute-resolution mechanisms.

No major policy measures on state aid & public procurement
were implemented or announced in 2017 or the first quarter of
2018.
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3.5 Access to finance

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Strength of legal rights index (0-12); 2018; France: 4; EU avg: 564

Total amount of time it takes to get paid (days); 2017; France: 43.33; EU avg:
3514

Bad debt loss (percentage of total tumaver); 2017; France: 1.7; EU avg: 223
Cost of borrowing for small loans relative to large loans (%); 2017; France:

2278 EU avg: 29.86

Willingness of banks to provide a loan (percentage of respondents that indicated
a deterioration); 2017; France: 14.09; EU avg: 966

Rejected loan applications and unacceptable loan offers (percentage of loan
applications by SMEs); 2017, France: 4.33; EU avg: 5.93

Access to public financial support induding guarantees (percentage of
respondents that indicated a deterioration); 2017; France: 12.99; EU avg: 10.18

Venture capital investments (percentage of GDP); 2016; France: 0.04; EU avg:
003

Equity funding for new and growing firms (1-5); 2017; France: 2.88; EU avg: 278

Business angels funding for new and growing firms (1-5); 2017, France: 2.77;
EUavg: 28

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

France continues to perform in line with the EU average in this
area. At a time when private credit to non-financial corporates in
France has increased as a share of GDP since 2010, overall
financing conditions appear to be improving. In particular, the
cost of borrowing for small loans relative to large loans fell from
27.1 % in 2016 to 22.8 % in 2017. Also, only 4.3 % of SMEs
reported having loan applications rejected in 2017, down from
7.3 % in 2016. Banks appear to be more willing to provide loans
(14.1% of respondents reporting deterioration in 2017
compared to 17.99% in 2016). The time it takes to get paid
improved, declining from about 47 days in 2016 to about 43
days in 2017. Access to public financial support also improved.
Only 13 9% of respondents said there had been deterioration,
down from 15.6 % in 2017 and down more than half from the
peak of 31.6 % in 2014.

Since 2008, access to finance has significantly improved.
Measures addressing this include the 2008-2009 recovery plan
and the 2010-2015 ‘national loan’ (‘grand emprunt’) of EUR 47
billion (extended by EUR 10 billion* for 2017-2022). Such
measures have boosted French competitiveness by investing in
research, higher education and vocational training, industry and
SMEs, sustainable development and the expansion of sectors
such as digital technology. Other measures included here are the
introduction of funding for unemployed people starting
businesses (which has seen a strong uptake) and the creation of
Bpifrance, a public bank for entrepreneurs. The lending capacity
of Bpifrance has been strengthened several times since its
inception, both for guaranteed loans and equity investment.
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Commercial banks have also warmed somewhat to SMEs
(EUR 967 billion in loans to companies in 2018 against EUR 780
billion in 2011), and ombudsman cases involving disputes
between SMEs and their banks or credit insurance companies
has fallen (2 302 requests in 2017 against 16 864 in 2009)%.
The competitiveness and employment tax credit (C/CE) was also
introduced in 2013, reducing labour costs for SMEs.

The ‘Industry for the Future’ policy framework adopted in May
2015 is an important step in modernising France’s industrial
base and turning traditional business models into more
disruptive ones. In December 2016, 4 100 SMEs had been
supported by this policy framework through a mix of
professional advice, loans and tax incentives to accelerate their
transformation®. Several tools are also available for start-ups
and innovative firms under the ‘French Tech’ initiative. These
include funding for business incubators and accelerators and the
special status of ‘young innovative enterprises’ (JEI).

SMEs are also benefiting from a gradual reduction of the
corporate tax rate from 33.3 % in 2017 to 25 % in 2022% and
from better access to finance through simplified inter-company
loans, fiscal incentives for corporate ventures and an innovative
SME account that provides tax breaks if capital gains are
reinvested. The government is pushing hard for stronger
sanctions for late payment to SME subcontractors by large
and/or public entities; stronger rules, more control and a
combination of fines and name-and-shame practices are all
envisaged. The ombudsman for subcontractors also helps to
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recover late payments from large companies by encouraging a
culture of mediation and by spreading good practices. The
‘Responsible Supplier Relations’ (RFR — Relations Fournisseurs
Responsables) charter brings together 1900 companies and
public entities (including major cities and urban communities)
under 10 common charter commitments that promote respect
for their suppliers®l. The Supplier Relations and Responsible
Purchasing (RFAR Relations Fournisseurs et Achats
Responsables) accreditation, now backed by the 1SO 20400
standard®? (‘responsible purchasing international standard’), was
awarded to 39 organisations after a thorough audit covering
economic, societal and environmental responsibility.

Several additional measures were implemented or announced
during 2017 and the first quarter of 2018. A new EUR 57 billion
‘Big Investment Plan’ for 2018-2022 will accompany structural
reforms and address four issues: (i) accelerate the transition to
carbon neutrality, (ii) improve access to employment by
increasing  skills, (iii) increase competitiveness through

2018 SBA Fact Sheet — France

innovation, (iv) and build the digital state. The government will
turn the competitiveness and employment tax credit (C/CE) into a
permanent reduction of payroll charges in 2019 under its action
plan for investment and growth. It has set a flat tax rate of
30 % on all capital income, which is lower than in the past. The
solidarity tax on wealth (/SF) has been replaced by a real estate
tax (IFI — ‘Impét sur la Fortune Immobiliére’), applicable only to
property and real estate interests and holdings. Unemployment
and sickness insurance contributions, currently paid by
employees, will also be eliminated, thus lowering labour costs to
improve competitiveness and increase employee pay. This
elimination of employee contributions is offset by an increase in
the social contribution (CSG -‘Contribution Sociale Généralisée’)
paid by all taxpayers (together with personal taxes). This also
takes pressure off employers to increase salaries given that
employees will see their take-home pay increase once the
insurance contributions are no longer deducted.
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3.6 Single market

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Number of single market directives not yet transposed; 2017; France: 2; EU avg:
92

Average transposition delay for overdue directives (in months); 2017, France:
43 EUavg 87

Number of pending infringement proceedings; 2017; France: 34; EU avg: 24

Public contracts secured abroad by SMEs (percentage of total value of public
contracts); 2013; France: 1; EU avg: 2.6

SMEs with intra-EU exports of goods (percentage of SMEs in industry); 2015;
France: 6.23; EU avg: 16.57

SMEs with intra-EU imports of goods (percentage of SMEs in industry); 2015;
France: 4 93; EU avg 25.39

Intra-EU online exporters (% of SMEs); 2017; France: 7.37; EU avg: 8.38

Easy market access for new and growing firms (1-5); 2017, France: 257; EU
avg: 276

Market access for new and growing firms without being unfairly blocked by
established firms (1-5); 2017, France: 2.19; EU avg: 273

-2.0

France has improved its performance in this area since the
previous reference period, moving out of the bottom three in the
EU. Progress has been driven by a sharp reduction in the number
of single market directives not yet transposed (from 11 in 2016
to 2 in 2017) and the number of pending infringement
proceedings (44 in 2016, 34 in 2017) and by a slight reduction
in the average time for transposition from 5.6 months in 2016
to 4.3 months in 2017. Despite this, market access remains a
problem, with France still the second poorest scoring Member
State for established firms hindering the growth of new firms,
and a slight drop in the ease with which new or growing firms
can easily enter new markets. The proportion of SMEs exporting
online in the EU also fell from 7.9 % in 2015 to 7.4 % in 2017,
remaining in line with the EU average. This deterioration was
slightly bigger for traditional manufacturing SMEs importing and
exporting within the EU (by more than 1 percentage point each
in the same period) and constituted the main challenge in this
SBA area.

Since 2008, the single market is the SBA area that has seen the
least policy progress. A number of administrative services exist
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.
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to help SMEs expand across national borders; however, the
duplication and number of administrative services, and lack of
coordination among them, has resulted in a suboptimal and
complex supporting environment that makes it harder for SMEs
than for large companies to engage in cross-border business.

No significant new single market policy measures were
implemented in 2017 and the first quarter of 2018. However, in
February 2018, the government announced a plan to merge a
number of operators®® supporting SMEs. The plan follows the
examples of successful contracts won recently in the defence
sector and the setup of the regional agency in Brittany (BC/ —
‘Bretagne commerce international’)** where the agency merged
with the local international chamber of commerce. Consolidating
various agencies into a main operator should lead to economies
of scale and better regional support for SMEs and help boost the
number of exporting companies. The objective of the foreign
minister is to increase the number of exporting companies from
124 057°° in 2017 to 200 000 by 2022°¢ (compared with
350 000 in Germany and 240 000 in Italy in 2017).
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3.7 Skills & innovation

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Percentage of SMEs introducing product or process innovations; 2014; France:
3547 EU avg: 30.9

Percentage of SMESs introducing marketing or organisational innovations ; 2014;
France: 41.62; EU avg: 3489
Percentage of SMES innovating in-house; 2014; France: 31.77; EU avg: 28.77

Percentage of innovative SMEs collaborating with others; 2014; France: 13.21;
EU avg: 1122
Sales of new-to-market and new-to-firminnovations (percentage of turnover);
2014; France: 15.02; EU avg: 1323

Percentage of SMESs selling online; 2017, France: 15.78; EU avg: 17.15
Percentage of SMEs purchasing online; 2016; France: 28.12; EU avg: 2586

Turnover from e-commerce; 2017; France: 11.06; EU avg: 10.26

Percentage of persons employed that have ICT specialist skills; 2017; France:
15.74; EU avg: 17.77

Percentage of enterprises providing ICT skills training to their employees; 2017,
France: 17.56; EU avg: 2007

Percentage of all enterprises that train their employees; 2015; France: 78.9; EU
avg: 726

National R&D available to SMEs (1-5); 2017; France: 2.98; EU avg: 2.53

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

France scores slightly above the EU average in this area and
scores second highest in the EU for the adequacy of government
subsidies to acquire technology. The share of SMEs selling online
stabilised (from 15.9 9% in 2016 to 15.8 % in 2017) with a
similar increase in the proportion of SMEs purchasing online over
the 2015-2016 period. Turnover from e-commerce continued to
grow from previous years, up from 10.3 % in 2016 to 11.1 % in
2017. The percentage of employees with specialist ICT skills also
continued to grow slowly (from 14 9% in 2016 up to 15.7 % in
2017) while the proportion of SMEs providing specialist ICT-
focused training to their employees fell from a peak of 19.1 %
in 2016 to 17.6 % in 2017.

Since 2008, moderate progress has been made on skills &
innovation. Substantial funding for research and innovation was
provided through: (i) the 2010-2015 ‘Investment for the Future’
plan of EUR 47 billion (extended by EUR 10 billion for 2017-
2022°7), (i) the public investment bank ‘Bpifrance’, (i) the 2000
‘tax research credit’ (iv) and the 2004 ‘status of young
innovative companies’ (JEI). SMEs can also find support from
‘competitiveness clusters’ in forming innovation partnerships.
The ‘Investment for the Future’ plan has supported structured
investment in research and innovation, involving 14 larger, more
professional innovation incubators (called SATT®®, equivalent to

2018 SBA Fact Sheet — France

the Fraunhofer Institutes in Germany) and 38 thematic research
networks known as ‘Instituts Carnot’ that sign about 3 000
contracts with SMEs per year®®. The ‘research tax credit’ and the
‘status of young innovative companies’ are also increasingly
used by SMEs®. The government is pursuing the ‘Industry for the
Future’ policy framework launched in May 2015 to modernise
the industrial base and encourage disruptive new business
models.

The French Tech initiative has achieved scale, with seed funds
equivalent to other advanced nations, but fails to create ‘unicorn’
firms valued above EUR 1 billion®:. For example, start-ups only
account for 0.1 % of the amount spent by major companies on
purchases®?.  Complex regulatory and  administrative
requirements seem to prevent the growth of the digital and
collaborative economy®>.

As mentioned in the 2018 country report for France, ‘there has
(...) been only limited progress in raising the efficiency of public
support schemes for innovation and revising the system of
vocational education and training.’®.

The government's plan to create 500 000 additional training
opportunities significantly increased the annual access rate to
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training for job seekers, from 8.4 % in 2015 to 15.1 % in 2016,
and was followed up by 200 000 training opportunities in 2017.
The plan was seen as an exceptional opportunity for increasing
the training of job seekers — and meeting the recruitment needs
of companies, which were beginning to return to certain regions.
The plan reached its quantitative objectives with 1 013 000
training entries recorded in 2016 (an increase of 48 % compared
to 2015) and 356 060 training course entries for long-term or
low-skilled jobseekers.

However, according to national reports® ¢, the rapid set-up of
the plan implied rather an intensification of existing orientations,
focusing in particular on short training without any clear
strategic vision of the needs that would have to be fulfilled to
return to work®”. Hence the average duration of training fell
between 2015 and 2016. With a growing focus on targeting
jobseekers further away from the labour market, the number of
people finding work did not go down.

3.8 Environment

In September 2017, the new government announced an
important plan for vocational training in conjunction with a deep
reform of both continuous vocational training and
apprenticeships (‘Réforme de la formation professionnelle et de
l'apprentissage’), to be complemented by measures on school-
based initial vocational education. In 2016, SMEs still accounted
for close to 82 % of new apprenticeship contracts. Providing the
adequate skills is key, as many companies are still affected by
skilled labour shortages: 57 % of business leaders say they lack
skilled workers to grow their company (83 % experience some
difficulties in recruiting, 49 % experience serious difficulties)®®.
The government planned to address this by spending an
additional EUR 15 billion over 5 years on vocational training
initiatives targeting 1 million young people not in education,
employment or training (NEETs) and 1 million low-qualified and
long-term job seekers. The skills investment plan is being
gradually implemented, in line with the law ‘for the freedom to
choose one’s professional future’, presented in April 2018 (and
promulgated in September 2018).

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Percentage of SMEs that have taken resource-efficiency measures; 2017;
France: 94; EU avg: 89

Percentage of SMEs that have benefited from public support measures for their
resource-efficiency actions; 2017; France: 54; EU avg: 38

Percentage of SMEs that offer green products or services; 2017; France: 23; EU
avg: 25
Percentage of SMEs with a turnover share of more than 50% generated by
green products or services; 2017, France: 8, EU avg: 20

Percentage of SMEs that have benefited from public support measures for their
production of green produdts; 2017; France: 22; EU avg: 25

-2.0
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Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

France performs in line with the EU average in this area. 94 % of
SMEs took resource-efficiency measures in 2017, the third
highest score in the EU. The percentage of SMEs benefiting from
public support for their resource-efficiency actions increased
from 31 % in 2015 to 54 % in 2017, indicating that the public
policy of financing green initiatives might have been effective.
Despite this, the country had the second lowest percentage of
SMEs in the EU with more than half their turnover generated by
green products or services.

Policy progress on the environment principle has also been
limited by the lack of measures taken for the benefit of SMEs,
though the ‘Grenelle 1 and 2’ laws have provided some
momentum for environmental initiatives. The ‘Grenelle 2’ law,
adopted in 2010, has aimed to stimulate green growth by
supporting sustainable development activities. The ‘Ecotech
Ambition 2012’ programme was set up to encourage the growth
of environmentally friendly industries by providing funding and
advising green SMEs. The programme was complemented by the
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‘Law on Energy Transition for Green Growth’, adopted in August
2015 and based on goals set out by the EU for the 2015 United
Nations Climate Change Conference in Paris. SMEs in the
construction sector are expected to benefit from this law’s
incentives to renovate buildings, while SMEs in the circular
economy will also benefit from new obligations to collect used
materials.

During 2017 and the first quarter of 2018, the government
announced an ambitious climate plan to reach the energy and
climate transition targets in the Paris Agreement, including
making the transition to a carbon neutral economy and making
France a leading provider of green technology and green finance.
Some of the concrete measures announced include a vehicle
conversion premium, energy cheques replacing tax breaks, and
energy saving certificates for modest households. Others are
slated to follow, but it does not look like SMEs will benefit
significantly yet.
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3.9 Internationalisation

Variation fromthe EU average
(measuredin standard deviations, EU average=0)

Informeation availability (0-2); 2017; France: 1.76; EU avg: 1.76
Involvement of trade community (0-2), 2017, France: 1.6, EU avg: 1.65
Advance rulings (0-2); 2017, France: 2, EU avg: 1.82

Formalities - automation (0-2); 2017; France: 167, EU avg 172
Formalities - procedures (0-2); 2017; France: 1.54; EU avg: 1.61
Border Agency Co-operation (0-2); 2017, France: 1.25, EU avg: 1.44

Extra-EU anline exporters (% of SMEs); 2017; France 463; EU avg 504

SMEs with extra-EU exports of goods (percentage of SMEs in industry), 2015; France: 742, EU
avg: 9.69

SMEs with extra-EU imports of goods (percentage of SMEs in industry); 2015; France: 6.45; EU
avg: 11.29

-20

France’s performance in this area is in line with the EU average,
despite a decrease in the scores of individual indicators in
relation to the EU average, which itself has increased. There was
a marginal drop in the percentage of SMEs exporting online
outside the EU from 5.2 9% in 2015 to 46 9% in 2017. The
methodology for the indicators on trade facilitation changed in
2017, preventing comparison with previous fact sheets on these
indicators. These are indicators on information availability,
advance rulings, the automation of procedures or formalities and
border agency cooperation.

Since 2008, the main French agency for promoting exports,
‘Business France’, has been strengthened with additional
resources. The aim has been to support about 10 000
companies® (in 2009), a merger with similar departments
located abroad from the Ministry of the Economy (in 2011), and
a merger with the French Agency for International Investment (in
2015). These mergers were designed to streamline the various
smaller agencies and bring them under one umbrella.

Bpifrance, the public bank for entrepreneurs, took over
responsibility for the public export guarantee from COFACE
(2016). This consolidation of agencies and responsibilities has
increased efficiency and enabled resources previously consumed
by administrative processes to be reallocated for more
productive uses. This has seen the number of companies
exporting increase for 4 consecutive years, with an additional
4 000 companies sending products or services overseas since
20157°, However, the overall number of companies exporting to
foreign markets remained relatively low at about 125 000 in
2015 and 20167t and the net trade balance deteriorated in
2016 after several years of improvement. While not all the news
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is good, SMEs are certainly playing a growing role in
internationalisation efforts, with 26 000 new SMEs exporting in
201672

Currently there is no single ‘helpdesk’ or contact point but a
variety of public agencies and professional associations assisting
SMEs in going global (Business France, Bpifrance, chambers of
commerce and regional authorities). Despite this, many SMEs
have little or no access to public support due to the limited
resources of these agencies.

France’s industrial base must modernise if it is to move up in the
value chain and become more competitive. Initiatives supporting
this outcome include the ‘Industry for the Future’ policy
framework, the ‘French Tech’ programme for innovative
companies, the ‘French Fab’”® programme for industrial
companies and the ‘Living Heritage Industries’”* (‘industries du
patrimoine  vivant’) programme that recognises French
companies exhibiting expert craftsmanship and industrial
excellence. Major obstacles to internationalisation remain and
include lack of fluency in foreign languages, production costs
and unfavourable regulation.

During 2017 and the first quarter of 2018, the Prime Minister
announced the new strategy for international export support.””
Its four objectives are to: (i) make France’s regions a launch-pad
for internationalisation based on Team France Export; (ii) develop
simpler, more efficient export support; (iii) ensure greater
proximity on the ground for access to public financing abroad;
(iv) and ensure companies have employees trained for
international trade, given that the success and sustainability of
exports depend largely on the level of skills of employees.
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4. Interesting initiative

Below is an example of an initiative from France to show what governments can do to support SMEs:

France Expérimentation
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https://www.entreprises.gouv.fr/politique-et-enjeux/france-experimentation
https://www.entreprises.gouv.fr/files/files/directions_services/politique-et-enjeux/simplifications/france-experimentation-les-projets-retenus-doissier-de-presse-mars2016.pdf
https://www.entreprises.gouv.fr/files/files/directions_services/politique-et-enjeux/simplifications/france-experimentation-les-projets-retenus-doissier-de-presse-mars2016.pdf
https://www.economie.gouv.fr/entreprises/france-experimentation-appel-a-projets-2018?xtor=ES-29-%5bBIE_113_20180509_HTML%5d-20180509-%5bhttps://www.economie.gouv.fr/entreprises/france-experimentation-appel-a-projets-2018%5d-309312@1992-20180509073000
https://www.economie.gouv.fr/entreprises/france-experimentation-appel-a-projets-2018?xtor=ES-29-%5bBIE_113_20180509_HTML%5d-20180509-%5bhttps://www.economie.gouv.fr/entreprises/france-experimentation-appel-a-projets-2018%5d-309312@1992-20180509073000
https://www.gouvernement.fr/sites/default/files/document/document/2018/05/dossier_de_presse_-_soutenir_nos_entreprises_innovantes_-_deplacement_de_m._edouard_philippe_premier_ministre_dans_le_cher_-_03.05.2018.pdf
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Important remarks

The European Commission Directorate-General for Internal Market, Industry, Entrepreneurship and SMEs (DG GROW) produces the
SBA fact sheets as part of the SME Performance Review (SPR), its main vehicle for economic analysis of SME issues. They
combine the latest available statistical and policy information. Produced annually, they help to organise the available information
to facilitate SME policy assessments and monitor SBA implementation. They take stock and record progress. They are not an
assessment of Member State policies. Rather, they should be regarded as an additional source of information to improve
evidence-based policy-making. For example, they cite only policy measures national SME policy experts consider relevant. They do
not and cannot reflect all measures the government has taken over the reference period. There is more policy information on a
database accessible from the SPR website.

SME Performance Review:

http://ec.europa.eu/growth/smes/business-friendly-environment/performance-review/

grow-spr@®ec.europa.eu

Small Business Act:

http://ec.europa.eu/growth/smes/business-friendly-environment/small-business-act/index _en.htm

Entrepreneurship and SMEs:

https://ec.europa.eu/growth/smes

Endnotes

! The two graphs below present the trend over time for the variables. They consist of index values for the years since 2008, with
the base year 2008 set at a value of 100. As from 2016, the graphs show estimates of the development over time, produced by
DIW Econ on the basis of 2008-2015 figures from Eurostat’s Structural Business Statistics Database. The data cover the ‘non-
financial business economy’, which includes industry, construction, trade and services (NACE Rev. 2 sections B to J, L, M and N).
They do not cover enterprises in agriculture, forestry and fisheries or largely non-market service sectors such as education and
health. A detailed methodology can be consulted at: http://ec.europa.eu/growth/smes/business-friendly-environment/performance-

review/

2 Direction générale des entreprises du Ministére francais de I'Economie et des Finances, L’industrie francaise a amélioré sa
compétitivité-prix mais doit encore renforcer sa compétitivité hors prix, Le 4 Pages de la DGE, No 77, published October 2017;
available at https://www.entreprises.gouv.fr/etudes-et-statistiques/4-pages-77-competitivite-industrie-manufacturiere;  last
accessed 22.05.2018.

3 | e portail de 'Economie, des Finances, de 'Action et des Comptes publics, Industrie du Futur: transformer le modele industriel
par le numérique, information published on the website, 18.05.2015; available at https://www.economie.gouv.fr/lancement-
seconde-phase-nouvelle-france-industrielle; last accessed 22.05.2018.

4 Direction générale des entreprises du Ministére francais de 'Economie et des Finances, L’industrie francaise a amélioré sa
compétitivité-prix mais doit encore renforcer sa compétitivité hors prix, Le 4 Pages de la DGE, No 77, published October 2017;
available at https://www.entreprises.gouv.fr/etudes-et-statistiques/4-pages-77-competitivite-industrie-manufacturiere;  last
accessed 22.05.2018.

5 Le portail de I'Economie, des Finances, de I'Action et des Comptes publics, Le projet Industrie du Futur est opérationnel,
information published on the website, 14.10.2015; available at https://www.economie.gouv.fr/entreprises/projet-industrie-futur-
est-operationnel; last accessed 22.05.2018.

6 French National Institute of Statistics and Economic Studies (Insee, Institut national de la statistique et des études économiques)

Tableaux de [’économie francaise — Edition 2018, published 27.02.2018; available at
https://www.insee.fr/fr/statistiques/3303612?sommaire=3353488; last accessed 22.05.2018.
7 bid.
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8 French National Institute of Statistics and Economic Studies (Insee, Institut national de la statistique et des études
économiques), Business set-ups, data available at https://www.insee.fr/fr/statistiques/3535046+#consulter; last accessed
22.05.2018.

S French National Institute of Statistics and Economic Studies (Insee, Institut national de la statistique et des études
économiques), Business failures, data available at https://www.insee.fr/fr/statistiques/2015359#tableau-Donnes; last accessed
22.05.2018.

10 The data presented were collected by the EU Startup Monitor project, www.startupmonitor.eu

11 Due to data availability, the data on high-growth firms refer to the ‘business economy’ only, which covers sections B-N
including section K (financial activities, except activities of holding companies). The ‘non-financial business economy‘ excludes
section K.

12 |n line with the Commission implementing regulation (EU) No 439/2014, high-growth enterprises are defined as firms with at
least 10 employees in the beginning of their growth and average annualised growth in number of employees greater than 10 %
per annum, over a 3-year period. The share of high-growth enterprises is the number of high-growth enterprises divided by the
number of active enterprises with at least 10 employees. Source of the data on high-growth enterprises is Eurostat
(http://ec.europa.eu/eurostat/web/products-datasets/-/bd 9pm r2, last accessed 13.04.2018).

13 The 2018 SBA fact sheets benefited substantially from input from the European Commission’s Joint Research Centre (JRC) in
Ispra, Italy. The JRC made major improvements to the methodological approach, statistical work on the dataset and the visual
presentation of the data.

14 https://www.economie.gouv.fr/plan-entreprises-pacte

15 http://www.cci.fr/web/developpement-de-|-entreprise/actualites-details/-/asset publisher/rH3j/content/actu-:-gce-mars-2018

6 The quadrant chart combines two sets of information. Firstly, it shows current performance based on data for the latest
available years. This information is plotted along the X-axis measured in standard deviations of the simple, non-weighted
arithmetical average for the EU-28. Secondly, it shows progress over time, i.e. the average annual growth rates from 2008 to
2018. These are measured against the individual indicators which make up the SBA area averages. Hence, the location of a
particular SBA area average in any of the four quadrants provides information not only about where the country is located in this
SBA area relative to the EU average at a given point in time, but also about the extent of progress made between 2008 and
2018. All SBA principles, with the exception of the ‘Think Small First’ principle for which there is not enough statistical data
available, are calculated as composite indicators following the OECD/JRC Handbook guide. A detailed methodology can be
consulted at: http://ec.europa.eu/growth/smes/business-friendly-environment/performance-review/

17 The policy measures presented in this SBA fact sheet are only a selection of the measures the government took in 2017 and
the first quarter of 2018. The national SME policy expert that PwC (DG GROW'’s lead contractor for the 2018 SBA fact sheets)
contracted made the selection. The experts were asked to select only the measures they considered the most important, i.e. the
ones expected to have the highest impact in the SBA area in question. The complete range of measures the experts compiled in
producing this year’s fact sheets will be published alongside the fact sheets in the form of a policy database on the DG GROW
website.

18 http://www.ifrap.org/emploi-et-politiques-sociales/mise-en-place-dun-test-pme-francois-hollande-doit-tenir-parole

20 https://www.entreprises.gouv.fr/files/files/directions services/dgcis/consultation-publique/guide-pratique-consultation-
entreprises.pdf

2% http://simplification.modernisation.gouv.fr/mesures/entreprises/echanger-avec-ladministration/simplifier-la-production-
normative-par-la-conduite-de-tests-pme/

22 https://www.senat fr/fileadmin/Fichiers/Images/delegation/entreprise/Senat -

Etude impact du prelevement a la source 28.06.2017.pdf

23 https://www.economie.gouv.fr/prelevement-a-source-remise-parlement-rapports-evaluation

24 In March 2017, 48 new measures to simplify burdens on SMEs were adopted by the Simplification Council. Later in July, the
new government issued a circulaire prescribing that any new regulatory norm should be counterbalanced by the withdrawal or, if
duly justified, simplification of at least two existing norms. In the last 5 years, around 100 decrees have been taken per year
while between September 2017 and March 2018 only 12 decrees were prepared and 5 adopted, leading to around 10 repeals or
simplifications.
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2>https://www.senat.fr/espace presse/actualites/201702/trois questions a elisabeth lamure et olivier cadic auteurs du rappor
t_simplifier efficacement pour liberer les entreprises.html and https://www.senat.fr/notice-rapport/2016/r16-433-notice.html
see pages 96-100

26 The name will change to ‘exonération de début d’activité’, https://www.afecreation.fr/pid643/accre.html

27 https://presse.bpifrance.fr/%E2 %80 %8Bcreer-et-innover-en-france-le-role-des-plateformes-dinnovation-dans-les-
ecosystemes-regionaux/

28 http://www.ey.com/fr/fr/newsroom/news-releases/communigue-de-presse-ey-barometre-du-capital-risque-france-2017

29 https://www.latribune.fr/technos-medias/innovation-et-start-up/la-french-tech-va-t-elle-enfin-engendrer-des-licornes-
774474 html

30 https://stationf.co

3! https://vivatechnology.com

32 https://www.pole-emploi.fr/candidat/les-aides-financieres-a-la-creation-d-entreprise-®@/article.jspz?id=60775

34 http://www.gouvernement.fr/en/the-plan-for-self-employed-workers

35 http://www.gouvernement.fr/sites/default/files/locale/piece-
jointe/2017/11/plan dactions pour linvestissement et la croissance-en.pdf

36 https://www.economie.gouv.fr/plan-entreprises-pacte and http://proxy-
pubminefi.diffusion.finances.gouv.fr/pub/document/18/22814.pdf

37 https://ec.europa.eu/info/strategy/justice-and-fundamental-rights/effective-justice/eu-justice-scoreboard en

38 https://entreprises.banque-france.fr/page-sommaire/comprendre-la-cotation-banque-de-france

39 http://www.gouvernement.fr/en/apprenticeship-vocational-training-and-unemployment-insurance-reforms

40 https://www.economie.gouv.fr/droit-erreur

4! https://www.economie.gouv.fr/plan-entreprises-pacte

42 https://mps.apientreprise.fr

43 http://www.achatspublics-innovation.fr

44 https://www.economie.gouv.fr/mediateurcredit and https://www.economie.gouv.fr/mediateur-des-entreprises
45 https://[www.economie.gouv.fr/files/files/PDF/2017/RA2017 Mediateur Entreprises.pdf and

https://www.altares.com/fr/publications/etudes-comportements-paiement-france-europe/

“6 https://www.economie.gouv.fr/mediateur-des-entreprises/publication-rapport-dactivite-2017-mediateur-des-entreprises
“7 http://www.gouvernement.fr/pia3-5236

“8 http://www.fbf fr/fr/files/AS2JFJ/Entreprises-et-PME-Avril2018.pdf

9 http://docs.wixstatic.com/ugd/7f22a7 7b102988713f4293a54152d35c09f100.pdf and http://www.industrie-dufutur.org

50 http://www.gouvernement.fr/en/action-plan-for-company-investment-and-growth

In 2018 only the rate applicable to companies with profits up to EUR 500 000 will decrease from 33.3 9% to 28 %. Others rates
applicable in 2017 remain unchanged in 2018.

5! https://www.economie.gouv.fr/mediateur-des-entreprises/publication-rapport-dactivite-2017-mediateur-des-entreprises

52 https://www.iso.org/standard/63026.html

53 https://www.lemoci.com/actualites/aides/commerce-exterieur-j-y-le-drian-relance-le-chantier-des-quichets-uniques-de-
lexport/ and https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economigue-et-commerce-

exterieur/soutenir-les-entreprises-francaises-a-l-etranger/export-la-feuille-de-route-du-gouvernement,

>4 https://www.bretagnecommerceinternational.com
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5> https://www.diplomatie.gouv.fr/fr/politiqgue-etrangere-de-la-france/diplomatie-economigue-et-commerce-exterieur/actualites-
liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017

56 http://www.informations-economiques.fr/forum-moci-2018/

57 http://www.gouvernement.fr/pia3-5236
58 https://www.satt.fr/en/

59 http://www.instituts-carnot.eu/en

80 http://ses.ens-lyon.fr/articles/le-cout-du-credit-dimpot-recherche and https://www.ofce.sciences-po.fr/pdf/revue/4-154.pdf and
https://www.ofce.sciences-po.fr/pdf/notes/2015/note55.pdf and https://cache.media.enseignementsup-

recherche.gouv.fr/file/CIR/83/9/Evaluation CIR OFCE avril 2017 755839.pdf

61 https://staticl.squarespace.com/static/5ab4d2638f51301367b11465/t/Sacceb30562fa79982df53e7/1523379002550/LB-
Boussole-BCG.pdf

62 http://startups-grandsgroupes.lafrenchtech.com/resultats/

63 COMMISSION STAFF WORKING DOCUMENT, Country Report France 2018 Including an In-Depth Review on the prevention and
correction of macroeconomic imbalances, Brussels, 7.3.2018, SWD(2018) 208 final

64 COMMISSION STAFF WORKING DOCUMENT, Country Report France 2018 Including an In-Depth Review on the prevention and
correction of macroeconomic imbalances, Brussels, 7.3.2018, SWD(2018) 208 final

65 https://dares.travail-emploi.gouv.fr/IMG/pdf/rapport_plan 500 000 vf.pdf

86 https://www.ccomptes.fr/sites/default/files/2018-07/20180704-formation-demandeurs-d-emploi.pdf

&7 https://www.ccomptes.fr/fr/publications/la-formation-des-demandeurs-demploi

68 https://www.bpifrance-lelab.fr/Analyses-Reflections/Les-Travaux-du-Lab/Attirer-les-talents-dans-les-PME-et-les-ETlI

69 https://export.businessfrance.fr/Galerie/Files/PressKits/1504 Ubifrance RA2009.pdf

70 https://de.ambafrance.org/La-France-dans-les-echanges-internationaux-Presentation-des-chiffres-2015-du

7! https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economigue-et-commerce-exterieur/actualites-
liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017

72 https://library.bpifrance-lelab.fr/PME17#v=Version1&l=fr

73 https://www.lafrenchfab.fr/#top
74 http://www.patrimoine-vivant.com

7> https://www.gouvernement.fr/partage/9996-discours-du-premier-ministre-sur-la-strategie-du-gouvernement-en-matiere-de-
commerce-exterieur

2018 SBA Fact Sheet — France 21


https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economique-et-commerce-exterieur/actualites-liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017
https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economique-et-commerce-exterieur/actualites-liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017
http://www.informations-economiques.fr/forum-moci-2018/
http://www.gouvernement.fr/pia3-5236
https://www.satt.fr/en/
http://www.instituts-carnot.eu/en
http://ses.ens-lyon.fr/articles/le-cout-du-credit-dimpot-recherche
https://www.ofce.sciences-po.fr/pdf/revue/4-154.pdf
https://www.ofce.sciences-po.fr/pdf/notes/2015/note55.pdf
https://cache.media.enseignementsup-recherche.gouv.fr/file/CIR/83/9/Evaluation_CIR_OFCE_avril_2017_755839.pdf
https://cache.media.enseignementsup-recherche.gouv.fr/file/CIR/83/9/Evaluation_CIR_OFCE_avril_2017_755839.pdf
https://static1.squarespace.com/static/5ab4d2638f51301367b11465/t/5acceb30562fa79982df53e7/1523379002550/LB-Boussole-BCG.pdf
https://static1.squarespace.com/static/5ab4d2638f51301367b11465/t/5acceb30562fa79982df53e7/1523379002550/LB-Boussole-BCG.pdf
http://startups-grandsgroupes.lafrenchtech.com/resultats/
https://dares.travail-emploi.gouv.fr/IMG/pdf/rapport_plan_500_000_vf.pdf
https://www.ccomptes.fr/sites/default/files/2018-07/20180704-formation-demandeurs-d-emploi.pdf
https://www.ccomptes.fr/fr/publications/la-formation-des-demandeurs-demploi
https://www.bpifrance-lelab.fr/Analyses-Reflexions/Les-Travaux-du-Lab/Attirer-les-talents-dans-les-PME-et-les-ETI
https://export.businessfrance.fr/Galerie/Files/PressKits/1504_Ubifrance_RA2009.pdf
https://de.ambafrance.org/La-France-dans-les-echanges-internationaux-Presentation-des-chiffres-2015-du
https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economique-et-commerce-exterieur/actualites-liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017
https://www.diplomatie.gouv.fr/fr/politique-etrangere-de-la-france/diplomatie-economique-et-commerce-exterieur/actualites-liees-a-la-diplomatie-economique-et-au-commerce-exterieur/2018/article/resultats-du-commerce-exterieur-en-2017
https://library.bpifrance-lelab.fr/PME17#v=Version1&l=fr
https://www.lafrenchfab.fr/#top
http://www.patrimoine-vivant.com/
https://www.gouvernement.fr/partage/9996-discours-du-premier-ministre-sur-la-strategie-du-gouvernement-en-matiere-de-commerce-exterieur
https://www.gouvernement.fr/partage/9996-discours-du-premier-ministre-sur-la-strategie-du-gouvernement-en-matiere-de-commerce-exterieur

