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I hope you have come to Vienna to say that you are ready to contribute to Europe's growth, jobs and competitiveness agenda, but you would also like to get some assurance on whether and how Europe will support your effort to grow, to create new jobs and make our economy competitive in the global world. I have listened with great attention to what Mr Toifl and Mr Benassi were saying about your experience and concerns.
Statistics show that we are technically getting out from the crisis, so it is legitimate to ask from where the long term sustainable growth can come and what should be the priorities for a new European strategy. All challenges that Europe is facing are also challenges for small businesses. And you are also part of Europe’s response in addressing those challenges. How should we address the ageing of our population, as demographics will continue to work against us, how to address scarcity of natural resources in particular in the context of skyrocketing growth rates in China and other emerging economies, how to address climate change related risks when there is no certainty about future standards as Copenhagen failed, how to address job insecurity and loss of feeling of social belonging, how to position ourselves against new patterns of globalization. These are crucial strategic questions, and growth is an essential part of any effective response to them. And it is not a secret that growth comes from the activities of enterprises, mostly small and medium size ones. 

The world is changing dramatically. The global world of today is already different from the pre-crisis one, and it will be even more so in the future. There are new expectations of people, there are new markets emerging to respond to those expectations, jobs are being created in new sectors. If we want to win global competition we have to transform our economy into a low carbon one. We have to make innovation an essential element of our culture. In Europe we have to look for new growth engines but growth policy focussing on a limited number of locomotives, on a small number of growth poles is no longer an option. Europe must expand its innovation basis, mobilize creativity as well as knowledge generation and use across its territory. 
Future of Europe will depend on whether we will be able to accelerate reform of financial market, a huge package of financial regulation is on the table and we are in the middle of the process of trying to find a  compromise between the European Parliament and the Council. When banks will rescue their service to the real economy is not at all clear at this stage. We are also  beginning to work on a design of European economic governance. The biggest challenge is still untouched – how to strike the right balance between fiscal consolidation and growth. What is worrying is that growth and competitiveness have been put into the shadow by  stabilisation imperative. Let me stress that Europe needs growth. And sustained growth can come from advances in knowledge and innovation. Europe is to a small to be able to afford leaving parts of its territory with a growth deficit. So all regions and cities must upgrade their human capital and capitalise on their resources via knowledge and innovation. What happens at local and regional level in the area of innovation matters for the future of Europe. We need to mobilize growth potential not only at European and national level, all regions must enhance the ability and willingness of their enterprises to innovate and be internationally competitive. A lot can be done locally. European regional policy must be involved in supporting enterprises in their efforts to grow, generate jobs and contribute to the competitiveness of European economy. 
Of course, the low growth and economic stagnation experienced in the last decade, and more recently aggravated by the crisis, have made it clear for regions and cities that they cannot simply rely on relatively favourable macroeconomic framework conditions to ensure competitiveness and growth. Instead, European regions and cities have understood that they must seek to combine macroeconomic assets with implementing effective microeconomic measures, to work with enterprises, and thus, in fact, to put in place regional innovation policies, truly and concretely enabling ‘framework conditions for innovation’. The most successful regions are those that have understood that they must strengthen the ability and willingness of their enterprises to innovate, to be internationally competitive. The most successful regions and cities are those that not only achieve a strong basis and a critical mass of high quality research, but also create an appropriate entrepreneurial climate in a university context. Much of it can be created by clever local authorities. I know from experience that European regional policy can  play an essential role in raising awareness of the opportunities, and advantages to be gainedfrom innovation, amongst businesses, universities, research centres and other relevant institutions. There are still too many situations where the awareness does not exist or work. Raising awareness of how the European regional policy can assist in drawing new knowledge into a region by helping SMEs and researchers to also engage with international partners, and potential customers and suppliers, is vital to the long-term economic growth of that region.
2006 reform has put strong emphasis on the importance of global context. for regional development. We have encouraged regions and cities to measure their strength against global competitiveness. They will not be globally successful unless they succeed in enhancing the willingness and ability..

Of their smes to plug into global supply chains. 
The current crisis makes the traditional barrier to smes development – access to investment financing – more painful than ever. The regional policy will have to do more than so far to mobilise financial support for innovative business through EIB-supported instruments. In the current period new instruments of financial engineering have been set up to provide for innovative and renewable forms of financing beyond grants. These are proving to have an incredible leverage potential and guarantees their use is increasing across Europe both by public and private partners. I am convinced we have to have more of the instruments like Jessica and Jeremie in the future. This is high on post 2013 agenda. 
Let me say a few words on the internal market. One of the great advantages which American business has is that it has a domestic market of over 300 million people with an average income per capita higher than that of the EU. In Europe we are very proud of our greatest achievement - internal market. And rightly so, but it is far from complete. We have 27 countries, which on many accounts and in spite of the development of the EU's internal market, still operate as separate market areas. To a certain extent, this can be explained by a large number of factors also including language, institutions, traditions and history. This makes it somewhat harder for promising start-up companies to rapidly exploit our internal market of around 500 million. This makes also cross-border cooperation and networking more difficult and less efficient. Generally speaking, often legislation in the EU is conceived having in mind the reality of big industries, although they represent only a small percentage of the business in the European environment.   
The same approach has been adopted now in the case of the financial sector regulatory effort. The phenomenon of too big to fail pushed to the margin interest in the consequences of new regulatory framework for small financial institutions. 
What usually passes unperceived is that more than 99% of the business in the Union is actually represented by SMEs (23 million in total). We remember this only when we talk about SMEs. But we talk of European economy and international markets, only the big is the focus. Internal market regulations in the area of all five freedoms have to take better into account the fact that SMEs are the true back-bone of the European economy and play an important role in the wealth and economic growth of the Union. 

I would say that on the business side, barriers to innovation are related mostly to the internal market. Making the European internal market work for innovation, making it sensitive to local and regional dimension of Europe is a priority. I am not the only one in this room that can present far too numerous examples of how difficult it is to exploit the cross border cooperation potential to make Europe more competitive. 

A particular area, which has found less room than it perhaps should in the Lisbon agenda and hopefully could be taken up under the EU2020 framework, is the financing of high growth knowledge and technology-based SMEs. This is one area where Europe has been behind development in the United States, where access to venture capital always been easier. Unfortunately the current banking crisis, which has made banks far more restrictive in their lending policies, is liable to make this situation even worse. And as I said I have doubts whether in our efforts to regulate financial markets and sectors we pay any attention at all to the contribution of financial sector to growth. Moving forward on specific innovation supporting financial engineering instruments is necessary. I have mentioned Jeremie – this has been just a first step towards development of venture capital institutions and new forms of guarantees for SMEs, in particular those open to risk and innovation. This should be an essential element of past 2013 regional policy. 
I am aware that some of you might have the feeling that 'Brussels' cares too little about small firms or microenterprises. But let me reassure you this is not the case. SMEs, and I explicitly include micro-enterprises in their definition, are a top priority on the European Union's agenda. And they are at the heart of Cohesion Policy, too. 
Recognizing their importance has led the European Commission to adopt the 'Small Business Act' (SBA) in July 2008. Our wish has been to see the "think small first" principle firmly anchored across the European policies. My feeling is, however, that SMEs remain a sector, and not a cross-cutting sensibility for all European policy. We have not yet done enough to encourage more entrepreneurial spirit in our societies – this includes higher societal recognition and esteem for undertakers. Regional policy is one of the key drivers towards this end. I believe that regional and local authorities are very well placed to serve the interests of SMEs. This is being reflected in the governance system at the cohesion policy, where both local and regional authorities, as well as business community participate in all phases of programming, and notably in the programme monitoring committees. SMEs are thus given an explicit voice in the strategic direction of regional policy programme. But this is not always like this  in reality. 
I am sure that in the future, regional policy will continue to be a policy friendly to smes, if it remains open to tailor-made instruments. SMEs are, in a way, a moving target from the point of view of policy. If we want to effectively support their growth measures for all phases of the business cycle, including start-up, growth and innovation are needed. This is particularly important for ensuring that creative ideas first translate into the creation of new young businesses which then become dynamic and sustainable. SMEs should be free to choose from a wide range of supported activities, including entrepreneurship, access to finance, innovation, related business support services or the development of human resources.
I am aware that some of you believe that focus on R&D and innovation in regional policy might effectively exclude crafts and SMEs due to some alleged priority for the "high-tech" end of innovation. But this is not true. Apart from product innovation, policy equally supports process or organisational innovations. In particular for catching-up regions, it is the diffusion of technology and not its creation which raises productivity and where SMEs are important potential clients.
Apart from innovation, the competitiveness of many SMEs in a globalized world  will increasingly hinge on different forms of co-operation or networks. Clustering is one of the promising avenues, and inter-cluster networks are even more promising. This helps internationalize SMEs and plug them into to global supply chain. But regional policy can offer other tailor-made packages of support including co-operation and exchange of best practice, such as the networks of Regions for Economic Change initiative. In general URBACT and INTERREG programmes aiming at inter-regional or cross-border co-operation are open to you.
Today regional policy is the largest provider of Community funds for SMEs. Between 2007 and 2013, the European Regional Development Fund (ERDF) and the European Social Fund (ESF) are expected to invest some €55 billion into business support. While half of this investment is not directly related to the size of the business, at least €27 billion is explicitly targeted at SMEs. Supported activities directly benefiting SMEs include entrepreneurship, access to finance, business infrastructure and support services, innovation, human resources or networking. When we look at the figures in more detail, up to 65% (or €17.5 bn) will be dedicated to technology or innovation activities of SMEs. Of the remainder, 14% (or € 3.8) are planned for ICT activities in SMEs, 12% (or €3.2 bn) for start-ups and 9% (or €2.5 bn) for eco-friendly projects.
Now you might argue that our procedures are heavy and cumbersome. That you cannot possibly access these funds since you have no spare capacity to deal with bureaucratic burdens. After all, you have some real business to do.
 In the context of European recovery package a wave of simplification of procedures has taken place. Commissioner Hanh mentioned it. This process will continue because  our aim is to bring 'Brussels' as closely to your doors as possible. That is why regional policy is decentralised, and your contact points are the national or regional managing authorities. Sometimes, however, we cannot exclude gold-plating at Member State level. And we do not talk here about general effect, not related to cohesion policy but we work together with them to minimize red tape. Moreover, the Commission is committed to cutting down unnecessary administrative burden by 25% by 2012 as planned in the 'Better regulation' package.
Business organisations, such as yours, are crucial mediators between potential entrepreneurs or growing businesses on the one hand and public authorities or research institutions on the other hand. Activities in this context can include for example raising awareness amongst SMEs about available funding, facilitating networking between different players or voicing SME interests in the regional policy programme monitoring committees. Experience shows that there is still scope to intensify the involvement of SME stakeholders in the delivery of regional policy. In this context, an active and timely articulation of SME concerns is vital. It might be a task to take up in post 2013. 
I have come here today to highlight the support the European Parliament will continue to give to small business in the context of regional policy. I am convinced that the policy is quite simply a platform to assist SMEs in becoming more competitive and generate what Europe needs - which is growth, jobs and competitiveness.
The breakdown by Member States clearly shows the difference in the relative shares allocated to SMEs. There are differences, but they should be seen in the light of the total volume of funds available, national needs and priorities set. The highest allocations by Member States are: Denmark, Sweden, Finland, UK, Slovenia and Austria, all between 15-25% of the relative programme share.
We are also aware that New Member States still face a challenge in catching up in terms of developing support systems for SMEs and upgrading the role of the SMEs in the economy. In addition, horizontal networking weak between SMEs in the New Member States is an important factor to face increasing global competition but it is also a challenge since this represents a break with the top-down or vertical tradition, strongly anchored in many NMS. This is one of the major issues to address in terms of clustering and networks.
Of course the support and the activities of regional policy targeted to small businesses are not just about the funding. "Soft factors" are also at play.
· Regional policy encourages an integrated approach to address the needs of SMEs. It covers all phases of business creation and development, including facilitating SMEs' access to finance which continues to be a major barrier.
· For the future more than ever access to finance for SMEs is, of course, particularly important when it comes to ensuring that newly created businesses become dynamic and sustainable. Access to finance is also key in addressing the challenge to make small businesses grow in size. This means to pass them from S, as in Small, to M as in Medium-sized businesses.
· Regional policy should encourage Member States to be innovative in their support to SMEs. Let us take two practical examples of this starting with Lower Austria, where the policy has been used  to help SMEs to employ recent graduates as "innovation assistants" to strengthen their technological innovation competence. This project was, by the way, shortlisted for our RegioStars awards ceremony in 2008.
· Another example could be the Dutch experience of a bonus system whereby SMEs can buy R&D and innovation from accredited research centres using so called "innovation vouchers". These can also be used outside the Netherlands in Flanders and North Rhine-Westphalia for particular knowledge transfers. Regional policy has generated a lot of good practice. 
· If you are innovative in the way in which you approach innovation, then, with only a small amount of investment, it is possible to achieve a high impact and raise the innovation capacity of small businesses substantially. 
· Regional policy improves the competitiveness of SMEs also by strongly promoting tailor-made packages for SME networking. I have of course in mind here cluster-based networks but also inter-cluster networks where we support a full range of activities from the building of the physical cluster headquarter to setting up virtual networks. All with the objective to internationalise the SME sector and to bring the SMEs faster into the global supply chain.
In all EP resolutions on Europe 2020, strong small and medium businesses must be at the core of the EU 2020 Strategy.  From the outset, they have been at the heart of regional policy. This partnership between regional policy and SME policy is indeed a key factor in achieving competitiveness. The Small Business Act, which the Commission adopted in 2008, is helping to cut red tape and make the option of starting a business more attractive. It reflects political willingness to recognise the central role of SMEs in the EU economy. And it is regional policy which will help to turn words and commitments into actions, and indeed help to transpose the SBA into activities on the ground. We want to help Europe's small businesses to thrive, and to give them a launch pad to become world class in their respective domain through the cohesion policy.
In my view, the key issue of post 2013 reform is how to make regional policy more effective in generating growth, jobs and global competitiveness in a sustainable way.  The challenges of globalization and its local impacts, climate change, energy security and renewable energy potential, demographic trends generate strong pressures towards identification of growth opportunities at local and regional levels. Tailored responses are needed which  makes good understanding of both challenges and opportunities as well as specific place based potentials indispensable. 

In the context of both problems to be addressed and available policy tools, European post 2013 cohesion policy must be carried out across the Union’s territory. Restricting it to the poorest regions inevitably would take us back to the old fashioned approach, based on the principle of “compensating for the past” rejected even in the context of 2004 enlargement as subsidy based policy instrument with a strong  sectorial focus, weak from the point of view of effectiveness. This type of approach to the policy would make its focus on the pursuit of common European objectives very unlikely. This would exclude the policy from the implementation of the EU2020.  We would generate a quasi European policy working as supplement to national objectives oriented sectorial policies. 

The challenge of achieving EU wide strategic objectives, on the one hand,  and a rather  limited number of available European policy tools point to the need of focusing all European policies, and  cohesion policy in particular,  on these objectives.  First results of 2006 reform provide evidence that cohesion policy can successfully aim at generating conditions for regions to actively develop their strengths, comparative advantages, competitive potential, creativity, regional innovative capabilities. Such a policy orientation must be based on a proactive anticipation of future trends. The role of European Commission in providing information on future trends and challenges (e.g.Regions 2020) and through this helping regions to identify directions for change should be, therefore, enhanced. Equally important would be its role in encouraging development of  frameworks facilitating interactions. Competitiveness emerges from interactions between businesses, researchers, authorities, civil society and international partners. 

To conclude, let me once again emphasize that competitiveness should be the focus due to well known trends in global challenges. An additional strong justification for this focus comes from the fact that the crisis has already led, and will do it even more deeply in the years to come, to abandonment of competitiveness goals in both public and private investment policies. Public resources have been increasingly transferred towards stability objectives as well as policy and investment measures and we will witness strengthening  of this trend.  
As all national, European, regional and local processes get increasingly intertwined with global changes, opening regional economies to the global competition is fundamental. 2006 reform has started this process putting emphasis on the need to measure regional economic strength against the global context. In post 2013 policy edition, this trend must become a cross cutting rule. Pressures for reforms which Europe needs come increasingly from this multifaceted intertwining. If this is not further and strongly encouraged by the regional policy instruments which have high leverage and catalyst power, European economy will face  the risk of its global  marginalization. We must also recognize that globalization and openness  work towards decreasing role of state level policy frameworks and growing role of responsibilities of regional and local authorities, citizens and entrepreneurs. 

Understanding  that European regional policy is not merely a financial tool for investment but a policy that is generating new resources, adding to growth potential is crucial. This points to the importance of the process of setting policy priorities  and focusing its investment. Therefore, the objective today  cannot be reducing or eliminating production gap  generated by the crisis or growth deficit but putting productivity gains on track. Hence, the emphasis on competitiveness is a must. Post 2013 policy should be an instrument to enable competitiveness. Equally, it must avoid generating  conditions that would impede competition. It must work towards opening regional economies to international competition, promoting international networking of regions and enterprises, making this networking a condition for programs and projects. 

Without any doubts restructuring will be a permanent feature of our economies in the years to come. Regional policy should nurture it, stimulate the spirit of change and openness of local and regional economies to the world. It seems rather likely that in spite of the needs, the most likely scenario is that the European budget after 2013 will not be sufficient to support all actions that should be supported through European policies. In my view, this condition can be less costly to European citizens  if all European policies aim at the same objectives through different, policy specific incentives. 
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