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The Forum on SME Adaptation to Change:
the Main Discussion Points and Conclusions

1. Forum Day One
1.1. Introductory session – the role of SMEs and their restructuring challenges
The “Restructuring” Forum “Adaptation of SMEs to change” was held on November 26 and 27 2007 in Brussels. It brought together the European institutions, governments, cross industry and sectoral social partners, academic experts, promoters of good practices, business support providers such as chambers of commerce and industry, regional development agencies and the European Business and Innovation Centres. These actors discussed the specific challenges that restructuring can pose for SMEs. The Forum also highlighted the opportunities that may stem from restructuring if it is well managed and created a platform for the exchange and discussion of best practices in SME adaptation to change.

This sixth “Restructuring” Forum was chaired by Mr. Jean-Francois Lebrun, Head of Unit "Working conditions, and Adaptation to change" at DG Employment, Social Affairs and Equal Opportunities (DG EMPL) and opened by Commissioner Mr. Vladimír Špidla. The Introductory session of the Forum also included the speeches of Mr. José Antonio Vieira da Silva, Portuguese Minister for Labour and Social Solidarity, Mr. Tomaž Jeršič, Slovenian State Secretary-Deputy Minister responsible for SMEs, Ms. Catherine Guy-Quint, Member of the European Parliament and Mr. Philippe de Fontaine Vive Curtaz, Vice President of the European Investment Bank (EIB).

In his opening speech the Commissioner for Employment, Social Affairs and Equal Opportunities underlined the crucial role that the SMEs play in the economy of the European Union (EU). The EU’s 23 million SMEs constitute more than 99% of all businesses, employ 75 million people, and account for up to 80% of jobs in some sectors, such as textiles, construction and furniture. Mr. Špidla emphasised that in a rapidly evolving economic environment restructuring constitutes a natural phenomenon as enterprises must adapt and innovate in order to remain on the market. Although SMEs predominantly operate on the local or regional levels, they are subject to increasing international competition, capital movements, and globalisation, as well as the ever-increasing pace of technological and economic changes just like large companies.
Mr. Špidla indicated that SMEs face particular difficulties with regard to their size and the direct financial responsibility of their owner. They possess fewer resources, which may constitute a hindrance to accessing financial support. As suppliers or service providers, SMEs may also be closely connected with, and thus dependent on large scale enterprises (LSEs), the restructuring, closure or delocalisation of which may have direct consequences on these businesses. Finally, the ageing of European society may have direct consequences on SMEs. According to the estimates, one third of the employees in SMEs will be retired 10 years from now. This will affect approximately 690.000 SMEs, particularly family businesses, and result in 2.8 million jobs lost each year. In addition, the people employed in SMEs will not have the same level of aid to retructure as those suffering the consequences of change in LSEs. The media primarily focuses on reflecting restructuring in large enterprises, therefore one may speak of “silent restructuring” with regard to SMEs.
With regard to measures for the support of SMEs, Mr. Špidla indicated that SME policy has become one of the pillars of the Lisbon strategy renewed in 2005, and was one of the principal preoccupations of the March 2006 European Council. Mr. Špidla underlined that SMEs are placed at the heart of EU and national policies, which strive to liberate the innovative potential of these companies and open the existing EU and Member State instruments and initiatives of change management to the SMEs. This is evidenced in a number of EU policy making documents. The Commission Communication “The European Interest: Succeeding in the age of globalisation
” places SMEs and entrepreneurship as the EU’s topmost priorities. In its Communication “Towards Common Principles of Flexicurity: More and Better Jobs through Flexibility and Security" the Commission indicates that SMEs should be able to hire personnel that best matches their needs, thus increasing their innovation and productivity. The employment flexibility and active labour market policies could be two principal instruments of promoting SME competitiveness. The third instrument should be the promotion of training in SMEs, which also constitutes the biggest challenge due to limited financial and human resources in these companies. Networks, common sectoral and human resources management frameworks could be further measures reinforcing SME capacity and effectiveness.
The EU will rely on a number of financial instruments to support these policy priorities and measures. These Structural Funds will complement the national resources and measures for the support of SMEs, which are primarily local or regional. In the time period 2007-2013, around 20% of the European Social Fund (ESF) will be used to support the development of competences among workers and the adaptability of enterprises. It is estimated that the ESF will support 4 million SME workers within a year. Similarly, the first estimations on the utilisation of the European Regional Development Fund (ERDF) show that some 27 billion Euro will be used to assist SMEs with adaptation to change within the frameworks of the regional innovation strategies and measures to improve SME access to capital. Finally, provided that SMEs fulfil certain eligibility criteria, the European Globalisation Adjustment Fund (EGF) may offer support for the measures intended to help workers made redundant as a consequence on a mayor change in the global trade patterns. Mr Spidla noted that the ESF Article 6 measures, the European Investment Bank (EIB), and Competitiveness and Innovation Framework Programme (CIP) representing 3,6 billon Euros for the period 2007-2013 offer additional support to innovation and management of change within SMEs. The Commissioner for Employment also underlined the crucial role that the governments, social partners and researchers play in better understanding and managing SME restructuring and pointed out that the Restructuring Forum constitutes a wonderful possibility for the exchange of this experience.
Mr. José Antonio Vieira da Silva, Portuguese Minister for Labour and Social Solidarity and the representative of the country presently holding the Council of the European Union presidency, agreed with the Commissioner that the Restructuring Forum constitutes an excellent platform to discuss the challenges of restructuring in SMEs and elaborate on competitive solutions that would help to ensure the survival of European companies and preserve jobs. Mr de Silva emphasised that today, more than ever SMEs need to change, adapt and restructure. The ability to manage change and to do it swiftly is crucial, he underlined. The 4,7 million jobs created by SMEs in Portugal were in large part responsible for the country’s recent economic recovery. The EU and the Member States, said Mr de Silva, must create the best conditions to allow SMEs to change and innovate in an optimum manner. He also underlined that the conclusions of the Forum will feed into the Lisbon Strategy relaunched in 2008 and will deepen it in regard to the specific role of SMEs in reaching its goals. The Portuguese Minister pointed towards the fact that there is a huge variety of SMEs with a huge variety of different needs in the process of adaptation to change. He expressed the hope that the two days of thinking and discussions in the forum will provide solutions for at least a part of these enterprises. Mr de Silva also pointed out the fact that the European and national level SME-related policies should reflect this diversity in the SME sector. The Minister called for more direct involvement of the EU in creating regulatory frameworks and providing of financial support to SMEs. In this respect, he suggested four levels of intervention concentrating on:
· Involving all of the relevant actors, in particular the decision and policy makers at all levels, social partners and public services in a proactive management of change;
· Developing flexible tools for various sizes of SMEs to enhance their competitiveness, preserve jobs and develop human capital through lifelong learning (LLL) and adult education (which is of increasing importance in ageing society);
· Coordinating, balancing and developing a more effective legal framework at the EU and the Member States levels to ensure coherent articulation of various laws related to the management of change within SMEs;

· And finally, anticipating restructuring more actively by improving knowledge on the process of change within SMEs, creation of European level observatories and better coordination of networks and actors involved in the process of restructuring.

The Slovenian State Secretary-Deputy Minister responsible for SMEs, Mr. Tomaž Jeršič, reconfirmed the crucial role of the SMEs in dynamic economies as one of the principal providers of employment, covering a wide range of services and vital suppliers to the LSEs. He reminded the Forum of the “think small first” principle promoted by the Commission in re-evaluation of the national and European policies and assessing initiatives from the point of view of smaller businesses and ensuring SME needs are prioritised. Considering the SME role, this principle is in line with the renewed Lisbon strategy for economic reform with the aim of creating growth and jobs, which is finally bringing results. According to Mr. Jeršič the SMEs not only have to face the increasing competition due to globalisation, but also the higher demands of consumers. Therefore, the SMEs can only survive if they keep in line with the new technology and state-of-the-art developments in their respective fields. Mr. Jeršič argued that SMEs need to be assuredof the same support as LSE from the EGF. Mr. Jeršič also invited entrepreneurs to be bold in developing innovative products and promised that the Slovenian EU presidency, which will start in 1 January 2008 will make sure that SMEs can contribute to making more and better jobs. In particular the Slovenian presidency will launch a new business network, which together with the present forum should contribute to a better management of restructuring in SMEs.
The next presentation on the order of the day was delivered by Ms. Catherine Guy-Quint, Member of the European Parliament. Ms. Guy-Quint argued that change does not necessarily have to mean job cuts, although some restructuring measures can have negative consequences. She emphasised that the European Parliament is especially committed to the promotion of the social dialogue on restructuring and ensuring that individuals in the EU face as little negative consequences from the restructuring as possible. In the past 15 years, said Ms. Guy-Quint, the European Commission and the Parliament have developed a number of Communications and Resolutions concerned in one way or another with upholding the interests of the SMEs and micro enterprises in the restructuring process. These initiatives helped to improve the training, financing as well as capital and loan management regulation for the SMEs. In cooperation with the Commission, the European Parliament has come up with “Erasmus for young entrepreneurs”, a programme which will promote the mobility, training and the exchange of experience between entrepreneurs in Europe. Ms. Guy-Quint also emphasised that in the context of global warming, the institutions will also promote SME innovation in the management of the environment. She drew the attention of the Forum to the facts that the majority of all jobs in the EU are created by SMEs. Ms. Guy-Quint also praised the European SMEs as the most competitive in the world and invited the Forum participants to propose solutions and work together with the European Parliament on further improvements in the situation of SMEs.
The last presenter in the Forum’s opening session was Mr. de Fontaine, the Vice President of the European Investment Bank (EIB). Mr Fontaine indicated that since 2007 funding SMEs is one of the EIB priorities, which is implemented though a number of fields. EIB makes the financing available to SMEs though the European Banking Assistance System, which provides long term funding to European banks. These funds are then further distributed to SMEs, accounting for 6 billion Euro invested during 2006. Furthermore, in 2006 the European Investment Fund (EIF) provided 2 billion worth of guarantees to help SMEs in receiving credits, 800 million to support the SMEs with debts and through the EIF made the administration of the loan for SMEs less heavy. The EIF also cooperated with the Commission in the development of innovative frameworks, like the JEREMY programme of start-up assistance centres for SMEs. The EIB has also initiated a consultation process involving the main stakeholders of the banking sector and SMEs to identify the main barriers for SME financing. This research shows that the Single Market could be explored better by the SMEs, which presently primarily target local and regional markets. Also the financial products related to the Lisbon agenda and the investment approaches in the EU need to be updated. Mr Fontaine concluded by inviting the Commission to reduce red tape to the furthest extent possible in order to enhance SME access to EU support and called for better cooperation with European banks to improveservices for the SMEs.
1.2. Restructuring and SMEs: Findings of the Forums Background Research
Following the speeches of the introductory session, Mr. Eckhard Voss, from WMP Consult was invited to set the scene for the Forum discussions by presenting the background document “Structural change, company restructuring and anticipation of change in the European small and medium-sized enterprise sector” on the major elements of restructuring in SMEs. This report presents quantitative data on the current structure of SMEs in Europe, major trends in structural change measured in employment developments by SME size, sectors and countries, and Eurostat figures relating to SMEs. The document also includes qualitative analysis presenting the driving forces and patterns of restructuring in SMEs as well as experiences, approaches and good practices in anticipating and managing change assembled from the key actors and experts in the field of SME development in Europe.
Concerning the role of the SMEs in the EU, Mr. Voss specified that they represent 99.8% of enterprises in the EU non-financial business economy. They also account for 67.1 % of the people employed in the EU, 57.5% of turnover and 57.0% of added value created. On the contrary LSEs represent only 0.2% of enterprises in the EU, but account for one third of all employment. However, it is the SMEs are the main driver of employment growth – in all the EU countries examined, apart from the United Kingdom, SMEs created more jobs than LSEs. Mr. Voss also underlined that the interviews undertaken confirmed the not only the existence of the “silent restructuring” – the trend of media and politicians to focus on large restructuring cases – but also that SMEs are “hidden champions” as the official statistics are considerably underestimating foreign investment activities of SMEs due to existing thresholds of notification obligations.
Mr. Voss also sketched the particular features and patterns of SMEs in dealing with restructuring. SMEs are characterised by personal relationships between employer and employees, dependency on the local market (less than 10% of European SMEs are active internationally), and on the large enterprise sector not only as suppliers but also subcontractors and business service providers. Similarly the conditions and frameworks of dealing with change are different in SMEs as they are in LSEs. SMEs are not properly covered by tools and instruments of managing change and adaptation, such as collective redundancy regulations and national frameworks of anticipation, social plans, redeployment schemes etc. There are external and internal barriers for improving skills and innovation potential in SMEs, due to limited financial and personal resources as well as lack of a company strategy or a human resources policy. Finally, the micro and small companies are not covered by information and consultation obligations for the social dialogue and may be lacking institutional structures for employee participation.
In the final, third part of his speech, Mr. Voss presented preliminary findings from the analysis of patterns, trends and framework conditions of restructuring in the context of European SME development. These conclusions and messages could be arranged in 10 large work areas:

1. There is a need to increase the knowledge on restructuring in SMEs in order to better anticipate change and to be able to take action to reinforce their competitiveness. Also a more structured exchange and gathering of good practice with regard to innovative approaches to management of restructuring on the company and sectoral levels might be helpful in supporting SMEs in the restructuring process.
2. Tools and integrated strategies for the management of change specifically targeted at SMEs are necessary as most of the existing instruments and tools aiming to cushion the social effects of restructuring and redundancy (re-training, job transfer, and employment security) do not cover the SME sector sufficiently.

3. In the context of increasing competition, the investment in training and competence development (skills development, further and LLL learning) have been pointed out as the most urgent task unanimously by interview partners regardless of their specific SME background, geographical or sectoral origins.
4. Special attention should be paid to understanding specific patterns and needs of the SME sector. For example, there may be significant differences in restructuring processes and situations between a micro company and larger SMEs in terms of capacities in dealing with restructuring. Also companies with more than 250 employees may face similar challenges to SMEs in regards to such factors as dependency on LSEs, ownership, and conditions to manage change, support innovation, growth and internationalisation. More attention should be paid to this group of larger SMEs.

5. The research presented by Mr. Voss confirmed that SMEs are much more affected than LSEs by the challenges of the demographic change, ageing or workforce and increasing lack of skilled labour. SMEs are competing with LSE for qualified workforce and according to many interview participants the challenges in the context of attracting and retaining workforce in SMEs will only increase in the future due to the demographic trends in Europe.
6. Globalisation, EU enlargement and opening up of markets are just a few of the main factors increasing the transnational reorganisation of value chains. In this context restructuring is not only triggered by such operations as offshoring, relocalisation and subcontracting, but also from the change of the SME role in value chain networks. The new role of SMEs in value chains has to be examined, identifying opportunities and risks as well as the “hidden champions” from the SME sector, which have successfully adapted to the new framework conditions.

7. A clear message emerging from the research presented by Mr. Voss is that SMEs involved in partnerships, cooperation and networking (with large companies as well as other SMEs but also with public institutions, R&D bodies, social partner organisations and professional organisations) are performing better in restructuring than others.

8. Mr. Voss indicated that there is a different perception of restructuring in the Central and Eastern European (CEE) Member States. While there is a general EU-wide consensus on the role of SMEs, this sector in the “new” Member States is facing the negative influence of informal economy, gaps in productivity, performance, and quality standards and weak representation of SMEs in labour relations. At the same time restructuring in SMEs is rarely or only recently addressed in public debate and social dialogue.
9. The research presented by Mr. Voss argues for further evaluation and development of structures and frameworks of social dialogue and employee participation in SMEs. Good practice in various types of SMEs, regardless of their size, sector and location confirms the assumption that active social dialogue and employee participation are important factors for ensuring sustainability, stability, and long-term growth perspectives in the context of managing change in SMEs.
10. Finally the study shows that the public authorities and professional organisations play a crucial role in the context of supporting SMEs to adapt to change, i.e. in fields such as business creation, support of cooperation and networking, delivering resources and support frameworks for competence development, research and development, etc. The analysis shows that in this context there is also a clear need to better integrate existing programmes and measures addressing different SME needs and challenges (financial support, start-up, training, export orientation etc.) as well as to better co-ordinate activities of public authorities at different territorial levels (local, regional, national, European).
Mr. Voss underlined that the background document presents just a snapshot of the issue of restructuring in European SMEs, as this sector is highly diverse and faces a very broad range of challenges with regard to the management of change that depend on  their sector, the economic role of the enterprise, and the different historical and regulatory traditions with regard to the SME in the Member States included in the analysis sample. Mr. Voss noted that the background research undertaken is closely aligned with the aims of the Restructuring Forum and its debates and conclusions will contribute to producing a more complete picture of restructuring in SMEs, which will be summarised in a general report prepared after the Forum.

1.3. Debate

Following and issuing from the presentations of Mr. Voss, the Forum engaged in the debate with a principal focus on establishing why, considering the large importance of SMEs in the European economy, 88% of all enterprise financing support goes to LSEs.
According to Mr. Voss, in some countries there is simply no instrument to support SMEs in times of change. As discussed in the forum, the SME support is also constrained[??]by a number of challenges due to the multiplicity of actors and their operating environment. If the support measures are inappropriate or have the wrong targets, they may benefit one or a few SMEs in the local market and create jobs at the detriment of the other businesses in the area, which have not reached out for such support. Therefore, Mr Voss emphasised that the financial instruments must be better integrated in the local or regional settings and be more simple. This would facilitate SME access to such support as most of these companies may not have the additional resources, time and personnel to apply for resources-intensive support measures.

Mr. Lebrun, the Chair of the Forum, from his side invited the Forum to help the EU institutions with better understanding and coordination of the measures related to restructuring on all levels, including local and regional. He also emphasised the importance of cooperation between all the actors on all levels, especially the role of networks between SMEs and Universities, in providing better support for the SMEs. Mr. Lebrun expressed the hope that the three workshops organised in the afternoon of the first Forum working day will help to share experience on this exchange.
1.4. Workshops
The day one of the Restructuring Forum ended with three workshops. These presentation and discussion sessions interlinked the research findings and practical experience examples offered by both speakers and the audience and constituted a bridge to the Forum’s second day, in which the main themes and conclusions of these workshops were summarised.

1.4.1. Workshop 1 – Opportunities and threats for SMEs in the value chain

The first workshop of the “Restructuring” Forum “Adaptation of SMEs to change”, entitled Opportunities and threats for SMEs in the value chain, focused on the particularity of SMEs as suppliers of LSEs facing large-scale restructuring. This working session was chaired by Ms Mechthild Woersdoerfer, European Commission-DG ENTR, Unit "horizontal aspects of SMEs policy" and featured presentations by Mr Donald Storrie on the Analysis of restructuring cases concerning suppliers recorded in the European Restructuring Monitor (ERM), by Mr Joost van Iersel, President of the Consultative Commission on Industrial Change (CCMI) of the European Economic and Social Committee, on the Opinion on "Value and supply chain development in a European and global context", by Mr Francesco Garibaldo, Director of the Institute for Labour Foundation on the "Services offered to SMEs" by PiMInet Innovation Center (Bologna), and by Ms Thaima Samman, Director of EMEA Corporate Affairs, Microsoft on "An example of integrated strategy of a large company with a network of SMEs".
As for some SMEs the LSEs constitute a principal or major source of revenue, these enterprises are naturally vulnerable to restructuring or delocalisation of their main clients. The workshop discussed how to address these threats and proposed solutions and opportunities as well as successful restructuring examples in the supply chain restructuring. The workshop participants identified and discussed solutions in two main problem areas – (1) economic measures to stimulate competitiveness and innovation and (2) the management of social consequences of restructuring. In the first area, the workshop discussed the role of networks between SMEs and universities as a tool supporting SMEs in the global economy. These networks may constitute a regional system in the management of change with a strong territorial, bottom-up approach used to support SMEs. Another example mentioned was that of the Microsoft initiative in helping SMEs with their application for national and international grants, in particular to finance consultancy services on business development. On the second point – the social consequences of restructuring – the workshop underlined the necessity to involve a large number of various actors in proactive and/or timely management of change. The emphasis was put on the cooperation between SMEs and LSEs in open and early communication about change, which is not easy due to the political and business sensitivity of the restructuring issue. Also the management of such networks constitutes a challenge in itself as one has to address the challenges of ensuring active participation, financing and lack of SME resources in undertaking additional administrative burdens. The workshop was concluded with the thought that the various measures discussed have the potential to improve the position of SMEs in the restructuring of the supply chain. However, there is still space for improvement in this field, especially in ensuring support of local, regional and the EU authorities for the SME sector.
1.4.2. Workshop 2 – Anticipation and preparation for change in SMEs
The second workshop on the Anticipation and preparation for change in SMEs concentrated on the question of how to prepare and act rather thanreact to restructuring in SMEs. This session was facilitated by Mr Claudio Cappellini, Member of the Consultative Commission on Industrial Change (CCMI), of the European Economic and Social Committee, Member of Confederazione nazionale de l'artigianato e delle piccole e medie imprese (CNA). The workshop on anticipation of restructuring in SMEs included four presentations, by:

· Mr Robert Sauvegrain, Total, Head "Regional Development Europe" and Vice-Director "Revitalization" and Mr Reinhard Reibsch, Secretary general of EMCEF, on the "European agreement between the management of Total and the European trade unions" concerning tools for SMEs at local level,

· Mr Thierry Denjean, Human Resources Director, ST MicroElectronics, on the "Regional mobility clusters", 
· Mr Roland Smigerski, Landes-Gewerbeförderungsanstalt des nordrheinwestfälischen Handwerks (LGH), on the "Anticipation tools for micro-companies" (Article 6 ESF project), and 
· Ms Judit Czuglerné Ivàny MOSZ Trade Union Federation-Hungary on "The role of social dialogue and partnership in SME development and anticipation of change in a new member State".
Apart from presenting strategies of anticipating change in SMEs, the second workshop of the Forum also focused on the creation of SMEs as a way to revitalise a region after delocalisation of an LSE. This was illustrated by the example of Total group, which with the help of EU level trade unions created some 4000 SMEs to revitalise several regions in France. More recently the European Chemical and Energy Workers’ Federation have transferred this experience to revitalise areas affected by delocalisation of big enterprises in Belgium, Germany and Italy. The workshop also provided an example of SMEs and LSEs joining forces with the help of regional trade unions in developing anticipatory measures for restructuring. This approach aims at managing the movement of workers within and beyond SMEs as well as with the creation of their own business. The first two examples of these workshops also underlined the role of the trade unions in uniting various actors crucial for a successful management of change. Conversely the following presentation underlined the lack of trade union presence and social partner dialogue in the sectorial level in Hungary and its adverse consequences. Finally, the third example discussed in the workshop was an Article 6 project, which focused on innovative approaches to the management of change in small and micro enterprises. This project developed a toolbox to manage change in four different European countries and for different industries. The toolbox, depending on the case, included extensive but easy to use enterprise analysis, management guidelines, awareness raising activities, consultancy assistance and good practice examples. The total of the measures discussed in the second of the Forum’s workshops could constitute a holistic approach in anticipation and management of change in SMEs.
1.4.3. Workshop 3 – Managing change and intelligent restructuring in SMEs
Managing change and intelligent restructuring in SMEs was the third workshop, which took place in the framework of the Restructuring Forum. This work session was facilitated by Mr Arnaldo Abruzzini, Secretary General of Eurochambres and was seeking to create a better understanding of the SME internal factors and external environments and tools available to these companies for a better management of restructuring.
The workshop on intellinget managing of change in SMEs included five presentations:

· Mr Wolfgang Oehring, Craft Chamber, South-Thuringia on "Counterbalancing competitive disadvantages of SMEs: support activities developed by a Craft Chamber"

· Mr Peter Voithofer, Deputy Director of KMU Forschung Austria, on "Financing SMEs and restructuring".
· Mr Søren Kaj Andersen, Director FAOS Institute, on "SMEs and flexicurity".

· Ms Eileen Moloney, on "Regional SME development and improving the capacity of SMEs to innovate-the case of the Cork Business and Innovation Centre".

· Professor Ovidiu Nicolescu, National Council of small and medium sized private enterprises in Romania, on "Management of change in the Romanian SMEs-results of entrepreneurs interviews".
This workshop underlined the diversity of SME needs when facing restructuring as well as the different regional and national contexts, which complicate a simple transfer of good practice in this field. The participants of this workshop reviewed the problems and instruments at the disposal of SMEs and in particular underlined the lack of managerial competences, short and long term planning as well as problems with training, succession in some SMEs. The workshop also reflected on the roles that the public actors and business representing organisations play in SME restructuring.

The solutions featured in the workshop proposed, among others: 
· chamber of handicrafts acting as a one-stop shop agencies offering training, advice and guidance to the representatives of their member SMEs; 
· flexicurity as a model for moving from job protection to employment protection; 
· BICs (Business and Innovation Centres) as a European network of agencies offering expert help in restructuring, spin-offs and start-ups; as well as 
· the research on the growing SME sector in Romania indicating the need for innovation, opportunities seen in internationalisation of SMEs (related to Romania’s recent accession to the EU) and the need to increase training, mentoring, networking, clustering, and consultancy use in Romanian SMEs.
The discussions after the presentations revealed a number of issues and conclusions relevant for the SMEs. First, it was established that there is a strong correlation between SMEs that invest in human capital and those that plan to expand or internationalise their business reach. According to Mr Nicolescu, 80% of the companies who train their employees are above the average in their business performance. Both the BIC and the Romanian SME examples also confirmed the benefits of networks between SME and university actors. Furthermore, these discussions once again underlined the importance of managerial training and the enterprise health check in SMEs as tools and preconditions to informed and anticipated management of change.

2. Second day of the Forum
2.1. Summary reports on the three workshops
The second half-day of the “Restructuring” Forum on the “Adaptation of SMEs to change” started with reporters summarising the main conclusions of the workshops, which took place in the afternoon of the first day. Ms Valeria Pulignano, Associate Professor, Faculty of Social Science, Katholieke Universiteit Leuven, Mr Jean-Pierre Yonnet, Director ORSEU, and Mr Peter Wilke from WMP Consult presented the first, second and third workshop respectively.
2.2. Synthesis of the Forum and Debate

Based on these workshop summaries Mr Voss was invited to do the first synthesis of the Forums’ work. As the range of issues and solutions discussed in the forum was vast just like the variety of SMEs these were targeted at, Mr Voss proposed to present some of the main “key words” or conclusions stemming from the Forum:
· Role and influence of the SMEs on the European economy is underrated– some seven million jobs were created in the EU between 2000 and 2005 and al large part of this employment growth is due to SMEs;
· The role of SMEs in the value chain is changing. There is the need for research and systematic gathering and sharing of good practice to understand the new role of SMEs and to help the ones in transition with the advice and guidance coming from the “hidden champions” in SME restructuring;
· There is a variety in the SME experience of restructuring which does not follow a simple East-West distinction. The specific legal frameworks and historical traditions regarding the role of SMEs in various Member States have to be understood and adapted to suit the best the European and national development agendas as well as the specific needs of SMEs;
· It is important to think of SMEs as a specific category, distinct from the LSEs, and develop tools to deal with the management of change specifically in various types of SMEs;
· The “hidden stories” of restructuring in SMEs have to be made more explicit. The internal and external barriers to restructuring and communicating about the change need to be overcome to reveal both the good and the bad lessons learned from the experience. This should enable better use of the opportunities stemming from the change and a more effective management of restructuring with less adverse social consequences on the workers;
· It is crucial to deal with restructuring on various levels. The present EU and the Member States’ policies, measures and instruments have to be made more accessible, simple and effective. The social dialogue on restructuring should be encouraged at all levels, while the tools for the management of change on national, regional, local and sectorial levels should take into consideration the variety of SMEs and their needs.

Building on the summary of Mr Voss, the Chair of the Forum Mr. Lebrun invited the Forum participants to open the debate in the plenary, by a provocative question about how to address the consequences of demographic change on SMEs. Mr. Lebrun reminded the participants / those presentthat starting from 2017 Europe will lose one or 1,5 million employees each year due to the lack of management succession in SMEs. Furthermore, young employees have a tendency to choose LSEs rather than SMEs because they offer better work conditions and assistance in case of restructuring. As a response to this, the representatives of Malta and Cyprus proposed to address the question of immigration to face the challenges of the demographic situation in the EU. The companies in these countries are already actively involving immigrants and immigrant organisations. Also the ethnic minority business is a very fast growing sector, however developing predominantly in silence right now. The Forum participants encouraged the actors present to be pragmatic about immigration and employing immigrants and to study more closely the potential offered by immigration as well as the training and the skills needs of immigrants.

The representatives of the Commission and the Forum participants also underlined the fact that there is no lack of funding and financial support available; rather the SMEs are lacking resources and ability to access support. Also concerning the restructuring, there is a broad body of good practice available in the EU, the question is how to best to use it and capitalise on it. What is still lacking is a compilation of good practice focusing on the cooperation of different actors (local, regional, national and European) in the process of managing change. It was underlined that it is very hard to ensure the active and pro-active cooperation of all these actors in the management of restructuring. However, the EQUAL programme was mentioned as a source of good practice in the management of territorial social dialogue, which places attention not only on the needs of the SMEs, but also on those of the workers.
Finally, the question of qualifications was raised by the debate. Mr. Lebrun said that it is crucial to understand what sort of qualifications the EU will need in the future, pointing to the German example of fewer people entering engineering studies than the number of engineers retiring. Mr. Lebrun underlined the need to retain the workforce and to provide the present workers with LLL possibilities, as 70 % of the workforce that will be in employment in 2020 are already on the labour market. The efforts need to be concentrated also on preventing the destruction of SMEs requiring both local and international engagement. This means that regardless of whether SMEs are operating locally or internationally, they need to “thinking big” – to have the vision and understanding of demographic change and its direct implications on their businesses.
3. Closing Discussion and Conclusions
The last session of the “Restructuring” Forum invited the social and inter-sectoral partners to share their views on SME adaptation to change and to engage in a discussion with the audience on how the cooperation between LSEs and SMEs as well as the involvement of social partners in the restructuring process can improve and provide a more anticipatory model for change management. This final Forum discussion was moderated by Mr Frédéric Turlan, form e-europnews and included speeches of Mr Jorgen Rønnest, Acting Director for Social Affairs at BUSINESSEUROPE, Mr Hans Werner Müller, Secretary General at UEAPME, Mr Charles Nolda, President of the Social Affairs Committee at CEEP, Ms Maria Helena André, Deputy Secretary General at ETUC and Mr Witold Krochmal, Member of the CoR and Mayor of Wolow, Poland.

The first issue discussed in this closing session was the role of LSEs in the management of restructuring in SMEs. This included such topics as a timelier sharing of information about the anticipated change, better cooperation during the restructuring process and assistance measures to SMEs. One of the central questions of the debate was about how to convince LSEs to act more in the benefit of SMEs. Answering this question Mr Rønnest asserted that it is hard to say what LSEs can do for SMEs due to the large diversity of companies in this sector as well as the enormous variety of the roles and needs SMEs may have in the process of change. He underlined that the presupposition that LSEs are in an advantageous position while facing the restructuring process may be erroneous all together. Mr Rønnest said that all companies are dependant on favourable business conditions and the opening of the EU markets has certainly created a lot of possibilities. However, the LSEs help to SMEs really depends on the sector and the needs of the latter. These certainly may vary and therefore the required solutions may be different, for example between SMEs in the construction, automotive or service industries.

Mr Müller, in addressing the same question, said that the organisation he represents affiliates 12 million enterprises, many of them SMEs that are related to LSEs. He pointed out that one job in a LSE accounts for 2 jobs in SMEs and argued for a better integration of SME representatives in the restructuring process. He indicated that due to a large number of SMEs depending on LSE it may not always be easy to involve them in the restructuring process. Therefore use of representative organisations may be a way to go. Mr Nolda from CEEP, representing one quarter of the EU’s employment in the public sector, said that the Forum constitutes a good possibility to learn from good and bad practice, also in offering better business and local services to SMEs. He agreed with Mr Müller and Mr Turlan on their point that the social dialogue needs to be enlarged for anticipation of restructuring in SMEs.

Ms André emphasised that there is a European level social partner dialogue on restructuring since 2000. She said that when looking at the EU 12, the countries that only recently joined the EU, there is virtually no social dialogue because the framework for it was only recently created. Concerning the EU 15, the social dialogue mostly faces the close down of companies and it is hard to bring to light the different aspects of restructuring in SMEs. This is mostly due to little knowledge of what is happening in SMEs in terms of workers rights, different sectors and the measures used and available to manage change. This lack of knowledge is due to the silent nature of restructuring in SMEs and the fact that there is almost no social partner dialogue in small companies. Ms André emphasised that worker is a worker in both LSEs and SMEs. She said that there is a need to diversify the approach of the trade unions in order for them to involve in both types of enterprises. Ms André also emphasised that the mindset of social partners needs to be changed, so that the employers would not see the trade unions as an opponent, but rather as a partner supporting the SMEs in terms of training and change management. Mr Müller agreed to these statements and added that it is the regional approach that works the best in restructuring. The mindset of young entrepreneurs needs to be changed concerning the training and cooperation with trade unions. While the social partners manage to understand each other in Brussels, the messages from this cooperation must also be heard at the Member State level.

Following the discussion, Mr Turlan raised the question of how to act at the European level to facilitate SME access to professional training. Mr Rønnest pointed out that the social partners have already produced extensive recommendations concerning this subject and in relation to the Member State LLL Strategies. However, one has to consider that the national and regional training systems are very different and that there is a considerable reluctance to engage in training. In fact the less education the workers have, the less willing they are to continue learning. Mr Nolda, reinforcing the point of Mr Rønnest, said that a lot of the issues, including adaptation to change, in SMEs could be addressed by informal learning and social dialogue within enterprise. To facilitate this CEEP has developed training materials that can be used directly at the workplace.

To this Mr Turlan inquired whether the social partners have done all they could to facilitate access to training in SMEs. Mr Müller replied that the training structures at the Member State level exist and so do the systems of financing. However, presently there are 27 different professional training traditions, which make a unified EU assistance approach difficult. He said that the social partner investment is necessary mostly in development of training materials and also in reviewing the training that is not efficient. Mr Müller emphasised that presently the main challenge is to develop competences that will be in use in 10 or 15 years. 

Looking tothe future, Ms André added that the trade unions must work together with SMEs to balance workplace security and flexibility of employment. The flexicurity approach is still not developed in many Member States. She emphasised that the principal challenges that SMEs face are the demographic change and the need to develop capacity for innovation. For this SMEs need to retain and reunite the young with up-to-date skills and the older and more experienced. She underlined that training is a crucial part of this process. Furthermore, there is a social partner consensus that the training is needed, presently the territorial assistance of trades unions needs to be made more massive, uniting employers and training organisations in cooperation and innovation on better training, its financing and delivery. Ms André invited the social partners and the Forum participants to be courageous in supporting SME adaptation as it is in the best interests of all.

Following the social partner discussion, Mr Lebrun summed up some conclusions concerning the social partner role in LLL and vocational training. He pointed to the general consensus on the crucial role of training in SMEs, but also underlined that they have particular difficulties in accessing it. He invited the audience to address these difficulties in particular in explaining the SMEs why the training is needed, establishing its content, and what will be the future competence and skills needs. He invited the Forum to concentrate on introduction of youth to the sectors in need of workers, retraining and retaining older workers and the adjustment of training to the needs of SMEs. Mr. Lebrun also underlined that the Commission is ready to provide funds for gathering good practice and practical experience in these fields and pointed to the paradox of training needs for SMEs and simultaneous difficulty in reaching SMEs. In line with the argument of Mr Lebrun, Mr Rønnest pointed to the crucial need to retain and re-skill older workers, as it may no longer be possible to hire younger people with the needed skills. Further to this, Mr. Nolda and Ms André indicated that LLL is already one of the points in negotiating framework agreements included in the social partner autonomous agreement of a joined work programme. 
Furthermore, Mr Lebrun called for a more open discussion of restructuring among politicians and businesses, which often fear to face the issue of change fearing adverse affects on their image. He underlined the complicated nature of the restructuring subject, in particular with respect to developing confidence among the partners on the political and practical levels to overcome blockages in discussing restructuring. Talking and recognising restructuring as a challenge may give the policy makers and business the image of not doing their job well. In relation to this, Mr Lebrun informed the participants / audience of the Commission’s intention to organise another Forum on anticipating change in LSEs during 13-14 March, 2008. In response to this, Ms André pointed out that restructuring is more than just a discussion: “The confidence cannot be brought, but needs to be built by enterprises addressing and using all the instruments available in making restructuring more socially responsible and involving all actors in its management.” Concerning the issue of dialogue about restructuring in SMEs, one of the Forum participants indicated that the SME sector is characterised not only by silent restructuring but also silent social dialogue, as many issues regarding the adaptation to change in small companies are addressed informally in discussion between employees and the employer.

Finally, the Forum discussed the importance of formalising and recognising non-formal and informal skills on the national and regional levels. Mr Müller indicated that the social partners have just adopted a system framework for doing just that. He said that it is also important to consider the aspect of mobility as it may be an important consequence, cause and remedy for restructuring. It was underlined by the Forum that SMEs and their networks are a guarantee not only to the stability of separate European industries and service sectors but to European society at large.

The Forum’s closing remarks were presented by Ms Maive Rute, Director, Directorate-General for Enterprise and Industry (DG ENTR). Ms Rute congratulated the organisers on the timely choice for the Forum as the changes affecting SMEs are not slowing down. She said that the issue of LLL and training in SMEs has been explored to a great depth by the Forum. The two days of the discussion also underlined the crucial role of SMEs in the European economy as the majority of economic growth and innovation come precisely from SMEs. She underlined that the EU is now more than ever looking at supporting SMEs though a number of integrated policy fields for promotion of adaptability, competitiveness and growth. Concerning SME policy, the EU has five large areas of action:

· Promoting entrepreneurship culture and skills;

· Promoting access to markets – ability to grow and find new consumers;

· Reduction of administrative costs;

· Help in supporting growth and innovation;

· Promoting the feedback from SMEs – listening to the needs of SME stakeholders.

Ms Rute pointed to the Lisbon strategy finally bringing results. She said that finally the EU is growing faster than the US. “Change is a natural part of company life,” said Ms Rute: “We need to make sure that social consequences of this change are well managed, ensure that employment, not job-for-life is secured for the EU citizens.”
To create jobs for the European workforce, SMEs need to adapt, grow, and innovate. The results of a recent survey by DG ENTR indicate that the main obstacles to introducing new products for the European companies are in the areas of (1) access to markets and new consumers, (2) access to finance, and (3) shortages of skilled labour – all three findings are in line with the challenges discussed previously in the Forum. According to Ms Rute, in some Member States, especially those of CEE, more than half of the entrepreneurs face difficulties in finding qualified people to work in their SMEs.

The EU has developed concrete measures to aid SMEs. With regard to access to markets, a relatively small share of European SMEs (6-7%) benefit from the internal market. The Commission believes that increasing this share could constitute a growth opportunity for European SMEs, but this requires skills, such as market knowledge and foreign languages. Data shows that in some smaller EU countries, up to 20% of SMEs sell to other Member States. This is an indication that further progress in exploring the possibilities of a Single Market is still possible. To assist in this process, the EU provides information on business possibilities through Euro Info Centres and is planning to launch a stronger network promoting entrepreneurship and start-ups. Furthermore, to improve SME access to finance the Commission has launched the Competitiveness and innovation network. It also provides funds to support innovation. 

With regard to skills, training and promotion of entrepreneurship, the Commission sees the need to promote entrepreneurial attitudes not only among employers, but also in employees. It also recognises that young people need an entrepreneurial mindset not only the business setting but in all fields of life. Therefore, the EU favours the inclusion of developing ability to take risks, responsibility and pro-activeness into general education. Ms Rute expressed the willingness of DG ENTR to work together with DG EMPL also on updating the skills and competences of the people currently in employment. Furthermore, the conclusions of the Stuttgart conference show that businesses are still not sufficiently aware of Commission initiatives for supporting training in SMEs. To address these and other issues, the Commission plans to introduce Erasmus for Entrepreneurs, initiate a “Small business Act for Europe” – to gather and make suggestions on how to make SMEs more competitive, and to develop EU company statutes as well as other measures to make European companies more competitive in international markets.

At the end of her speech Ms Rute invited the Forum participants to remain active and continue the discussions on how to better anticipate and manage change in SMEs.

The Forum meeting was officially closed by Mr Lebrun who reassured the participants that the promotion of debate on restructuring will remain an EU priority in 2008: in March a “Restructuring” Forum is planned on transnational agreements between multinationals, in June there will be a Forum on restructuring in the defence industry, in November 44 Article 6 projects developing innovative restructuring approaches will present their results, and the 2008 December Forum will feature discussion on climate change and the environment as a trigger of restructuring and source of opportunity.
� Brussels, 3.10.2007 � HYPERLINK "http://ec.europa.eu/commission_barroso/president/pdf/COM2007_581_en.pdf" ��COM(2007) 581 final�





1
[image: image1.jpg]
13


