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EXECUTIVE SUMMARY 

 

SMEs form the backbone of the EU28 economy. In 2015, just under 23 million SMEs generated €3.9 trillion in 

value added and employed 90 million people. 

 

They accounted in 2015 for two thirds of EU28 employment and slightly less than three fifths of EU28 value 

added in the non-financial business sector. 

 

The vast majority of SMEs are micro enterprises with less than 10 employees – such very small firms account 

for almost 93% of all enterprises in the non–financial business sector. 

 

EU28 SMEs finally appear to have escaped from the fallout of the economic and financial crisis of late 2008 

and 2009.  

• Indeed, following a number of years of poor economic performance, EU28 SMEs experienced in 2015 

good growth in value added for the second year in a row (3.8% in 2014 and 5.7% in 2015). 

• For the first time since the recession, SME employment grew in 2014 (1.1%). In 2015, SME 

employment increased by 1.5%. 

 

As a result of robust growth over the past two years, the level of value added generated by EU28 SMEs in 

2015 in the non-financial business sector was almost 9% higher than in 2008. In sharp contrast, EU28 SME 

employment was still about 2% below its 2008 level. 

 

SMEs had a good year in 2015 in almost all Member States. In 2015, SME value added increased in all but 

two Member States and SME employment increased in 27 of the 28 Member States. Obviously, the 

magnitude of the actual growth in value added and employment varied across Member States with some 

countries showing weaker growth than others. But the change is in the right direction in almost all Member 

States. 

 

Of note is the fact that the recent EU28 SME employment growth is, on average, entirely due to the growing 

number of SMEs as the average number of staff employed by a SME has remained stable in 2014 and 2015 

after falling markedly from 2008 to 2013.  

 

The improved performance of EU28 SMEs reflects better macro-economic conditions in 2015, especially 

increases in domestic demand in the EU. The latter is particularly important for SMEs as most SMEs operate in 

sectors which have a low export-intensity, and when they export, SMEs do so mostly to other EU28 Member 

States. Moreover, in contrast to large enterprises, these exporting SMEs have rebalanced their exports to 

extra-EU markets to much lesser extent. 

 

A detailed examination of the employment performance of EU28 SMEs in 2014 and 2015 reveals a great 

deal of diversity across sectors: 

• a few small sectors (such as ‘advertising and market research’, ‘legal and accounting services’, ‘office 

administration and support and other business services’, ‘services to buildings and landscaping’, and 

‘employment activities’) each show growth of more than 5% in employment. But, each of these 

sectors account for at most 3% of total EU28 employment in 2015; 

• in contrast, a number of larger sectors such as, for example, ‘retail trade’, ‘wholesale trade’ and 

‘construction’ which together account for 30% of total EU28 SME employment, recorded employment 

growth of about 2.0% or less in 2015. 

 

The population of SMEs, particular micro SMEs, changes constantly, with many new businesses being born 

every year and many ceasing to operate. In particular young and small firms show high mortality rates.  

 

The 2014-2015 SME Annual Report found that in recent years young SMEs created jobs (on a net basis), and 

the EU needs more young firms to create jobs. There are now no major differences between the EU and the 

USA as regards new firm creation. Start-ups are key contributors to the innovation and growth dynamics of 

the EU economy. However, many young enterprises fail in their early years and barriers to starting afresh 

dampen the potential gains that a strong start-up culture could yield. Public policies supporting more start-up 

dynamism through second chance will go some way towards improving the environment for start-ups and 

strengthening the overall employment creation performance of SMEs. 
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Often a business cessation is involuntary and results from creditor action to recover partially or fully debts 

owed to them. Bankruptcy procedures and similar involuntary business cessation procedures provide the legal 

framework for winding down such failing businesses.  

 

The characteristics of the bankruptcy regimes vary considerably in terms of how punitive the regime is for 

honest entrepreneurs whose business failed and went bankrupt. A common finding from the academic 

literature is that a more punitive bankruptcy regime is likely to: 

• deter potential entrepreneurs from starting a business because they do not want to face the 

consequences of the potential risk of bankruptcy; and, 

• prevent honest entrepreneurs whose business failed from starting a new business again. 

 

As a result, economies with more punitive bankruptcy regimes forego the value added and employment which 

would have been created by the businesses which would have been created by entrepreneurs actually 

deterred or prevented from doing so. 

 

The results of the statistical analysis presented in the report shows that, in particular, the length of the 

discharge period has a negative and important impact on the level of entrepreneurship and the creation of 

new businesses. The lower level of entrepreneurship and business creation in turn holds back economy-wide 

output growth and employment creation.  

 

For example, if all the Member States where the discharge period exceeds three years reduced it to three 

years, in the long run, the level of EU28 GDP (at constant prices) could be about 1.0% higher each year. The 

degree of uncertainty surrounding this estimate is high and the figure should be more viewed as an 

illustration of the likely effect of reducing the discharge period than a precise forecast. Nevertheless, it 

highlights the fact that the opportunity cost, in terms of foregone output and employment, of punitive 

bankruptcy regimes is far from insignificant.  

 

The SBA second chance principle recognises the economic and social cost of bankruptcies, and aims to: 

• on one hand, prevent bankruptcies by taking in time the measures required to prevent a business 

falling into a situation where cessation, voluntarily or involuntarily, is unavoidable; and 

• on the other hand, ensure that honest entrepreneurs whose business went bankrupt do not face 

unsurmountable obstacles in starting a new business. 

 

Unfortunately, this year’s SBA review shows, among other, that: 

• in only slightly more than half of Member States can the discharge from bankruptcy be achieved in 3 

years or less; 

• half of EU Member States treat re-starters on an equal footing with new start-ups; and, 

• all the other SBA second chance policy measures are implemented in less than half of Member 

States. 

 

Moreover, the SBA second chance principle is the one showing the least progress since 2008. 

 

Therefore, the clear policy message emanating from both the analysis in the present report and the parallel 

assessment of the implementation of the SBA second chance principle is very clear: policy action is required 

urgently by Member States who have not yet taken action to implement fully all the SBA second chance 

principles. The fiscal cost is nil or very small and the benefits in terms of output and employment are likely to 

be important. 

  


