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I. INTRODUCTION  

 

1. Promoting economic growth and prosperity in the Euro-Mediterranean region represents a 

strategic objective for the Parliamentary Assembly of the Mediterranean, due to the impact on 

the whole Mediterranean society, not only in terms of wealth, purchasing power or standard of 

living of the citizens of the region, but also with regard to political stability and social peace. 

 

2. For these reasons, PAM has consistently addressed the issue of economic growth in the 

Mediterranean Basin, fully aware that it represents both a pillar and a consequence of political 

stability, democratic procedures and social peace. 

 

3. Small and Medium Sized Enterprises (SMEs) are one of the main pillars of the Euro-

Mediterranean Economy, due to their structural contribution to the state and the society in terms 

of employment, Gross Domestic Product (GDP) and purchasing power. Therefore, specific 

legislative action is needed in order to support existing SMEs, as well as to create a business 

climate that is conducive to the creation of new enterprises.  

 

4. International and regional trade are the other element that PAM identified as a priority for its 

action. Commercial exchanges have been increasing in the Euro-Mediterranean region at an 

aggregate level, however several aspects must be widely improved in regards to custom 

procedures, infrastructure and regulation. 

 

5. PAM, in 2017, started to specifically address trade facilitation through a structured partnership 

with the World Trade Organization, which resulted in the organization of two high-level 

parliamentary conferences, held in October of the same year in Rabat, Morocco, and in July 2018 

in Belgrade, Serbia, respectively. 

 

6. Both conferences resulted in a set of recommendations that were forwarded to all PAM member 

parliaments, as a basis for legislative action, and to PAM partners. The reports of both events 
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were also published on the PAM official website, and are available for consultation and 

download1. 

 

7. PAM’s partnership with the WTO will continue and will be further strengthened in 2019 and in 

the coming years, in light of the mutual benefits that it generates and in order to continue focusing 

on the issue of trade, which offers vast growth opportunities for the whole Mediterranean region.  

 

8. In parallel, PAM has always invested in building new partnerships, and to strengthen those that 

are already in place, in order to tackle specific aspects of the economic area. As an example, the 

PAM Secretary General has recently visited the OECD in order to structure a mutually beneficial 

cooperation that is similar to the one that PAM enjoys with the WTO. 

 

 

II. SMEs: THE ENGINE OF THE MEDITERRANEAN ECONOMY 

 

9. The Mediterranean economy mostly relies on the pivotal role played by Micro, Small and 

Medium Sized Enterprises (MSMEs).  

 

10. Across the Mediterranean Basin, there are many differences related to MSMEs. For instance, 

sometimes even the definitions to identify a micro, small, medium or large enterprise differ from 

country to country. The main criteria used are employment and turnover of the company, yet the 

parameters are different from country to country. This diversity emerges mostly in the 

Mediterranean states that are part of the MENA region (MED region).  

 

11. This scenario is the result of a combination of factors. The most important elements are related 

to EU membership, bilateral/multilateral trade agreement in place, regulatory frameworks. In the 

PAM member states which are EU members or EU candidates, these differences are less visible. 

 

12. In light of what mentioned in para. 9 above, and considering other important factors such as the 

current demographic trend in the MED countries, which will see the population of the region 

booming in the coming years2, this report will mainly focus on the MED economies, in order to 

identify the main challenges related to SMEs creation, development and support. Facilitating this 

process will be fundamental in order to foster job creation and therefore promoting social and 

political stability. 

 

13. With reference to economic patterns, and considering that the effects of the economic and 

financial crisis have not yet been completely overcome, it is worth mentioning that, while 

Northern Mediterranean countries are on a solid – yet slow – path in terms of economic recovery, 

MED countries have a much higher potential growth but, on the other hand, are also characterized 

                                                           
1 Documents can be find at the following links: https://www.pam.int/welcome.asp?m=documents&a=cat&cid=388 
and https://www.pam.int/welcome.asp?m=documents&a=cat&cid=363  
2 Further details on these dynamics can be found in PAM’s reports and resolutions adopted in 2017 and 2018. 

https://www.pam.int/welcome.asp?m=documents&a=cat&cid=388
https://www.pam.int/welcome.asp?m=documents&a=cat&cid=363
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by a higher level of uncertainty, connected to internal (political and social ongoing reforms) and 

external (oil price) factors3. 
 

 

III. SMEs REFORM PROCESS IN THE MENA REGION 

 

14. According to a recent OECD report4, over the last years, policies related to SMEs in the MED 

countries addressed important segments of the sector and contributed to an overall improvement 

of economic conditions in terms of employment, quality standards and entrepreneurial activity5. 

 

15. Nevertheless, in some areas there is still considerable potential for improvement in terms of 

definitions, administrative procedures, coordination and public-private dialogue. 

 

16. With regards to definitions, major differences emerge with reference to SMEs. In some 

countries, the definition is not enshrined in legislation. In some cases, different entities within 

the same country adopt different parameters to define SMEs. 

 

 
Table 1. Overview of existence and use of SME definitions across the MED region (source OECD).  

AL=Algeria, EG=Egypt, JO=Jordan, LE=Lebanon, MO=Morocco, PA=Palestinian Authority, TU=Tunisia. 

Data for Libya and Mauritania not available6 

 

17. The OECD report also notes major differences between the MED countries and the EU partners 

of the Balkans, which are making major efforts in order to reach convergence with the EU 

definition of SMEs7. 

 

18. Therefore, a common legislative and regulatory framework is needed in order to ensure that the 

various criteria are combined, notably employment, turnover and balance sheet considerations. 

                                                           
3 https://www.wto.org/english/res_e/booksp_e/trade-costs-incl-growth_chap8_e.pdf (last access 14 December 2018) 
4 “The Mediterranean Middle East and North Africa 2018 – interim assessment of the key SMEs reforms”. Document 
available at the following link: https://ec.europa.eu/docsroom/documents/32541?locale=en (last access 17 December 
2018). 
5 It must be noted that in some cases significant differences exist between the countries analyzed. This report will not 
delve into national differences and will analyze general aspects of SMEs policies implemented or to be implemented in 
the Mediterranean area. 
6 The Mediterranean Middle East and North Africa 2018 – interim assessment of the key SMEs reforms”, page 27 
7 “The Mediterranean Middle East and North Africa 2018 – interim assessment of the key SMEs reforms”, page 29. 

https://www.wto.org/english/res_e/booksp_e/trade-costs-incl-growth_chap8_e.pdf
https://ec.europa.eu/docsroom/documents/32541?locale=en
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Harmonized laws that shed light and avoids ambiguity on these definitions at the regional level 

would represent an advantage to all market operators, including regulators and customers. 

 

19. Regarding the administrative procedures, they need to be simplified in order to reduce the 

burden on SMEs when it comes to applications and any other interaction with the state. In 

addition to this, all available data needs to be compiled and aggregated into a single source. 

 

20. These measures can be implemented through a number of initiatives. For instance, specific 

policies can be part of a comprehensive economic development agenda of a specific country, 

hopefully within a regional or sub-regional scheme. Such an agenda might provide a general 

framework for all operators and, at the same time, ensure that the needs of different enterprises 

(resulting from their structure, market or sector) are respected and included in development 

policies.  

 

21. The agenda / strategy also needs to include a monitoring and evaluation mechanism that assess 

progress made and gives opinion of future business / sector development, as well as a specific 

time frame8, with objectives to be achieved. 

 

22. Coordination also needs to be improved at all levels, nationally and regionally, with regards to 

policy formulation. All actors, namely ministries, government agencies, entrepreneurs, local 

governments, should work together in the implementation of multi-annual strategies. 

 

23. The formation of associations and networks among them, where required, would highly 

contribute to ensure that all sub-sectors are represented, and would improve coordination at a 

national level. 

 

24. In particular, the dialogue between the state and the private sector (different type on SMEs 

that operate in different economic and productive activities), should be enhanced to reduce 

friction at all stages.  

 

25. Such a dialogue is fundamental not only with regards to evaluation (see para.21 above) but also 

to ensure an inclusive process. All operators need to feel included in the development agenda 

formulated by the government. Such approach would also generate benefits due to the 

diversification of the productive sector, including PPP. 

 

26. Entrepreneurial activity should be promoted through specific business laws and regulations, 

which need to strike a balance between serving the public interest and reducing the burden on 

enterprises. The introduction of online portals and single identification numbers for enterprises 

are the main priorities9 in this domain. 

 

                                                           
8 Time frames differ from country to country. This does not represent an obstacle when it comes to evaluation, 
because evaluations are usually carried out at national level. 
9 This concept can be applied to all PAM countries, in which there is a strong need for digitalization. 
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27. Legislation can be particularly useful with regards to access to finance. Significant improvement 

can be done in the procedures for the registration of moveable assets. This is fundamental for 

entrepreneurs and SMEs, especially those lacking real estate to pledge as collateral when 

accessing a loan. 

 

28. Many initiatives can be introduced to increase the sources of external finance. They are 

summarized in the table below, which also indicates their risk and analyses their characteristics: 

Table 2. External sources of finance for SMEs (source OECD)10 

 

29. A comprehensive legislative framework could also assist in supporting startups and vocational 

training. This becomes particularly relevant in the sector of new technologies, which can provide 

a stable employment for the youth, a category that has always proven to be interested in venturing 

into new and unconventional business sectors. 

 

IV. THE ROLE OF PAM 

 

30. PAM has already proven to be a very effective practices exchange and information sharing 

platform in which parliaments from all Mediterranean countries can discuss best practises, and 

lessons learned. The numerous partnerships that PAM has in place with international 

organizations with a specific mandate on economy and trade is an additional added value of the 

services provided by PAM to its delegates. 

 

31. In order to increase the effectiveness of its meetings, PAM could now focus future action on the 

specific needs of SMEs, which are the backbone of the Euro-Mediterranean economy. It would 

be appropriate to tackle this topic on sub-regional basis, as already done with great success on 

trade facilitation, thanks to PAM’s partnership with the WTO.  

 

32. PAM should avail itself of the expert contribution of its partners, such as the other agencies of 

the UN system and other international and sectorial organizations (energy, trade, industry, 

business, waste management), which regularly contribute to PAM events providing state of art 

expertise and recommendations on legislative actions required. 

                                                           
10 “The Mediterranean Middle East and North Africa 2018 – interim assessment of the key SMEs reforms”, page 61 
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33. A fundamental element in MSMEs development is the access to finance. In light of the 

paramount importance of securing investments in the region, PAM’s partnership with EIB and 

EBRD is considered necessary. On this, the Assembly must continue to work to institutionalize 

the same level of cooperation with other comparable institutions, such as the World Bank, the 

International Monetary Fund and the African Development Bank. 

 

34. Investments are crucial to support economy, not only in terms of funding the development and 

expansion of SMEs and other businesses, as mentioned in the introduction of this report, but also 

for the realization of the critical infrastructure needed to support trade. In this regard, PAM has 

established a beneficial partnership with two of the major International Financial Institutions 

active in the Mediterranean region, notably the European Bank for Reconstruction and 

Development (EBRD) and the European Investment Bank (EIB). PAM has also established and 

consolidated cooperation with the World Bank and its MENA Chapter. In this regard, PAM 

regular contribution to the Sessions of the WB and IMF must be reinforced, following to PAM 

high-level participation in the 2018 WB/IMF sessions in the USA and Indonesia.  

 

35. PAM cooperation with the EBRD for Lebanon is an example of this kind of effective action. In 

fact, thanks to PAM’s decisive role, EBRD and Lebanon, in September 2017, were able to 

activate the Lebanese participation in the EBRD programme for the southern and eastern 

Mediterranean (SEMED) region, which is currently the fastest-growing region of EBRD 

operations. The region includes Egypt, Jordan, Morocco and Tunisia, where the EBRD has been 

investing and has engaged in policy reforms since 2012, as well as, encouraged by PAM, in the 

West Bank and Gaza since May 2017, to include the creation of a Trust Fund for the much needed 

Water Desalinization Plant. In only six years, the EBRD has invested over €8.2 billion in 196 

projects across the SEMED region, including seven projects in Lebanon. PAM has also facilitated 

cooperation between the EBRD with Tunisia, Egypt and Morocco on specific programmes. 

 

36. International Financial Institutions sustain economic growth through the funding of major 

infrastructure projects and through their support to SMEs, thanks to cooperation agreements with 

a wide range of financial intermediaries (mainly local banks) that offer financial products 

targeting small and medium-sized companies. 

 

37. Most importantly, PAM member parliaments can contribute through the adoption of efficient 

national legislation and regional cooperation facilitation mechanisms, in line with what indicated 

in this report with reference to definitions, administrative procedures, inter-institutional 

cooperation, access to finance and start-ups support. 

 

 

 


