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Silent Restructuring Exposed by the Forum
1. Day One – Introduction to the “Silent Restructuring”
The “Restructuring” Forum “Adaptation of SMEs to change” held in Brussels on November 26 and 27, 2007 united around 400 participants, including the representatives of the European institutions, governments, social partners, academics, members of chambers of commerce and industry, regional development agencies and small and medium-sized enterprises (SMEs) in a debate on how to best manage change in this sector. The sixth Forum was chaired by Mr. Jean-Francois Lebrun, Head of Unit "Working condition and Adaptation to change" at the Employment, Social Affairs and Equal Opportunities (DG EMPL) and opened by Commissioner Mr. Vladimir Spidla.
The speakers of the opening session, among them the representatives of the present and upcoming European Union (EU) presiding countries, a Member of the European Parliament and the Vice President of the European Investment Bank (EIB), emphasised the crucial role that the SMEs play in the European economy. The EU’s 23 million SMEs constitute more than 99% of all businesses and account for up to 80% of jobs in some sectors, such as textiles, construction and furniture. Although SMEs predominantly operate on the local or regional levels they, just like large companies, must adapt increasing international competition, capital movements, and globalisation, as well as the ever-increasing pace of technological and economies changes.

However, in dealing with these transformations, SMEs do not have the same support structures, policies, and financial as well as human resources, as large scale enterprises (LSEs) might have at their disposal. Furthermore, there is little known about the restructuring in the SMEs due to the small scale and great number of such events as well as insufficient coverage of such cases as media generally focuses on reflecting restructuring processes of magnitude in larger companies. Therefore, the speakers of the Forum’s Introductory session designated the restructuring in SMEs as “silent restructuring” and emphasised that the Forum should bring to light the specific challenges that restructuring can pose for SMEs and create a platform for the exchange and discussion of best practices on how to adapt to change.

2. Restructuring and SMEs: Setting the Scene

Following the opening remarks, Mr. Eckhard Voss, from WMP Consult was asked to set the scene for the Forum, with presentation of the background research undertaken on restructuring in the SME sector. Mr. Voss elaborated in a bit more detail on (1) the role that the SMEs are playing in the EU economy, (2) the factors that make a difference in the restructuring of an SME, and (3) on the preliminary findings of the analysis on how to deal better with restructuring in SMEs.

According to the presentation of Mr. Voss SMEs 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. The SMEs are also 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 – to delete) 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 lacking company strategy or 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.
As the final, third part of his presentation, Mr. Voss offered some insights on how to deal better with restructuring in SMEs in three areas – learning, restructuring instruments, and modes of implementation. The preliminary findings suggest that there is a need to increase the knowledge on restructuring in SMEs. Special attention should be paid to understanding specific patterns and needs of the SME sector, such as the new role of SMEs in value chains and the increased dependency of SMEs on the LSEs. Mr. Voss also noted that the issue of restructuring in the SME sector is insufficiently addressed by the Central and Eastern European (CEE) Member States. According to the analysis, SME need specific tools and integrated strategies to manage change. These should include training and competence development as well as ways to deal with the consequences of the demographic change. SMEs much more than LSEs are affected by demographic change, ageing of the workforce and increasing lack of skilled labour. As conclusion, Mr. Voss indicated that SMEs involved in partnerships, cooperation and networking are performing better in restructuring. Also the role of the public authorities and professional organisations in representing the needs of SMEs should not be overlooked, while structures for employee participation and frameworks to undertake social dialogue need further development in order to better coordinate restructuring in SMEs.
Workshops – Bridging the Forum to Second Day
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.

The first workshop, entitled Opportunities and threats for SMEs in the value chain, focused on the particularity of SMEs as suppliers of LSEs facing large-scale restructuring. 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 supply chain restructuring examples. 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 global economy. These networks may constitute a regional system in management of change with strong territorial, bottom-up approach used to support SMEs. Another example mentioned was that of 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 LSC 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 its self as one has to address the challenges of ensuring active participation, financing and lack of SME resources in undertaking additional administrative burden. 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.
The second workshop on the Anticipation and preparation for change in SME's focused on how to prepare and act rather react to restructuring in SMEs. It 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 this workshop also underlined the role of the trade unions in uniting various actors crucial for a successful management of change. Interestingly 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 the 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 Forums workshops could constitute a holistic approach in anticipation and management of change in SMEs.
Managing change and intelligent restructuring in SMEs was the third workshop, which took place in the framework of the Restructuring Forum. 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 other, 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 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 and consultancy use in Romanian SMEs.
3. Synthesis of the Forum and Conclusions
The “Restructuring” Forum “Adaptation of SMEs to change” was concluded with the review of the main messages and conclusions stemming from the two-day discussions. The speakers underlined that the role and influence of SMEs in the EU economy is often underrepresented and underestimated, also in respect to restructuring – therefore the concept “silent restructuring” has been so often emerging during the Forum. It was also repeatedly emphasised that the reality of SMEs is very specific and different from that of LSEs. This diversity has to be reflected in the diversity of solutions developed to manage change with regard and in the SMEs.
Due to the large diversity of roles that the SMEs are playing in the economy and the wide scope of the problems that they may face in relation to adaptation to change, there was a general consensus of the Forum that one model for addressing the restructuring in SMEs would not constitute a constructive solution. While SMEs may need tailor made approaches to the management of restructuring, it was generally agreed that networks creating value, support and synergies, involvement of professional organisations and social partners as well as the training of employers and employees in SMEs are factors contributing to a better SME ability to face change.
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