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Abstract

SMEs make up over 99% of European Unf{&i))businesseqdefined on the <250 employment criterion only,

as used in Eurostat Structural Business Statistiaad are therefore the central partof the EU27 economy.

This reportmainly evaluates theireconomic performancén 2022 and 2023,and forecasts theiroutlook for

2024 focusing mainly on three key variables: Value added expressed in both current and constant prices, Em-
ployment and Number of firms

In 2023, real-terms value added declined by 1.6%. Regarding 2024, a furtdecreaseof 1.0% is expected.
Employment increased in 2023 by 1.8%, and for 2024, the growth is predid¢tedlow down a bit, reaching
0.8%. Over the broader period of the last five yeansglue addedin real termsincreased by 9.5% and employ-
ment grew by 5.9% Within the overall SME populatiomicro-SMEgerformed better than small and medium

sized SMEs in both categories, value added and employment in 2023. A similar pattern is expected for the
following year as well.

The reportalso analyses SMEs’ performance through a granular breakdown of the distribution of ER¥ SMEs
across thel4 industrial ecosystems. The contribution of SMEs and large enterprises to the change in value
added and employment across these ecosystems varies greétlgome ecosystems like ‘digital’, ‘tourism’,
‘energy-renewables’ and ‘cultural and creative industries’ SMEgrowthin 2023 was significant while their per-
formance in ‘textiles’ and ‘electronics’ is poor. The indepth exploration across ER7 Member Stategeveals
spatial patterns amongheighbouring countries exhibiting similar performance.

The future SME performance may be influenced by the implementation of the Open Strategic Autonomy (OSA)
paradigm, which seeks to reduce EU’s dependencies with non-EU countries in strategic value chains, while re-
maining open and active in the globalised emony. The analysis shows that SMEs are already significantly
active within specific value chains considered strategic under the OSA frameworkributing essential inno-
vation and dynamism, developing and delivering spestalisolutions, and providing acial support services

The OSA paradigm entails risks for SMEs, but can also represent an opportunity for SMEs to improve their
competitiveness and overall economic performandee Teport therefore,contributes to ongoing policy discus-
sionshby identifying key policy initiatives needed to facilitate the successful integration of SMEs into the OSA
framework.



Executive Summary

European Small and MediuBnterprise{SMEshave gone through significant challenges over the past years.
Following an unprecedentepandemic and the global suppbhaindisruptions during the pospandemic era,
Russia’s war of aggression against Ukraine and surging energy costs led to historically high inflation and put in
jeopardy the economic recovery of EU SM&dditionally, thenew European Industrial Strategipcused on the
twin transition toa green and digital economwnd the Open Strategidutonomy @radigm(OSApose signifi-
cant challenges and opportunities to SMEs that deserve specific atten®&Ais a conceptthat has recently
gained prominence i&U policy discussiongrimarily aimed at ensuring that the EU can pursue its own interests
and values independently while remaining open to global cooperation and interdependersce.riésponse to
increasing global unceainties and dependencies, seeking a balance betweenmiince and international
collaborationSMEs mayenormousy benefit from being part of this new paradigrfor EU policiesbutit also
presents challenges

This challenging economic context continueptd the brakeson EUSMESpotential. In 2023, persistent infla-
tionary pressures jeoparsied the economic robustness of the 25.8 million SMEs in theZZ{Table 1. While
some SMESs are able to pass price @ases onto consumers, many SMEs who are not able to do so saw their
real value added declinevhich led to an overalteal termsdeclinein SME value addeadf -1.6% due to inflation
rates.

Table 1: Economic structure of enterprises per size class, in EU-27 for 2023

Number of enterprises Number of persons employed Value added

Micro 24,209,297 93.6% 40,803,310 30.0% 1,799 19.8%

Small 1,387,888 5.4% 26,770,763 19.7% 1,527 16.8%
Mediumsized 210,551 0.8% 21,156,339 15.5% 1,512 16.6%
SMEs 25,807,736 99.8% 88,730,412 65.2% 4,839 53.1%
Large 43,420 0.2% 47,355,823 34.8% 4,265 46.9%

Total 25,851,156 100.0% 136,086,235 100.0% 9,104 100.0%

Source: Calculations by the JRC, based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

Although inflation fell to more moderate levels during late 2023 and in 2024tétnainsabove theEuropean
Central BankECBs 2% target and continues to weigh on SMEs’ economic performance. This implies thaeven
in 2024 SMEs’ inflation-adjusted value a@ded will drop by a further1.0%. A positive aspect is that in 2024 the
inflation in the EU is expected to fall furthethough remaining abee 2%.

SME employment increased by 1.8% in 2023, following its already significant growth in 2022, when the increase
of persons employed reached 2.9%. According to the forecasts, 2024wiinother growth year, witla 0.8%
increase in employment, signalling three years of consecutive employment growth. Hovagtiee, same time
many SMEs have experiencadsharp rise in skill shortages. The SAFE sul(@yvey on the Access to Finance

of Enterprise¥indicates the lack ofavailability of skilled staff or experienced managers” as the most signifi-

cant problem SMEfaced in 2023.

A longerterm analysis also highlights some challenges for SME productivity. While in absolute terms, SME
productivity has remained largely stablever the past years ands slightly higher in 2024than it was in 2019

their productivity growth has consistently lagged behind that of large enterprig@2008, SMEs were about

68% as productive as large enterprisdsyt in 2024 this figure had fallen 6 60%. This represents a significant
missed potential, and reversing this trend could lead to substantial productivity gains for the EU economy as a
whole.



Regardless othe challenges, certain segments of the EU SME population have successfully overbese t
tough conditions. Firstly, the group aficro-SMEswith less than 10 employees have outperformed all other
SME size classes. In particular, their employment performance was impresstiiea growth of 2.3% in 2023,
outpacing all other sizeclasses,cluding large enterprisedlicro enterprises showethe most resilientperfor-
mance of allsize clasgs regarding real value addedVhile their inflationadjusted value still declingdwith a
declineof only -0.4%, their decline was less pronounceéldan all other size classes.

Despite the fact thatthe size classes of “small” and “medium-sized” businesseqi.e. enterprises between 10
249 employeeshre forecasted to performess wellthan large enterprises, the aggregated ‘all SMEs’ category
will grow faster than large enterprisg thanksto the contribution of micro firmswhich are predicted to grow
by 1.4% in terms of employment and by 1.1% in terms of number of enterprisékhoudn there was the
contribution of a “technical” factor, i.e. the so-called sizeband effect (meaning that in times when many com-
panies shrinkthe ranks of micro firms are bolstered as previously smaized firms are reclassified as micro
firms), the datasuggests that micro firms have proven their resilience in the face of current challenges.

SMEs are alsproving to beesngines behind the EU’s industrial ecosystems. In 2023, SME employment expanded
in all 14 industrial ecosystems, and inllout of 14 their employment growth was higher than that of large
enterprises. The highest growth rates are visible in the ‘tourism’ and ‘digital’ ecosystems (4.5% and 3.8%, re-
spectively). For 2024, SMEs aegpected to outperform large enterprises in 11 out of 14 ecosyste both in
terms of employment and value added.

Even amid the current challenging environment, SME growth invakleaddedremains possible, as evidenced
by sevenMember States Malta, Spain GreecePortuga) Belgium Denmark andCyprus which achéved actual
growth in 2023, withtwo of them surpassing 4%Malta (6.8%), andSpain(4.9%). Concerning 2028MEs in

sixMember StategMalta, Greecelreland Denmark CyprusBelgium are expected to achieve redaérms value
added growth

Anotherpositive aspect of SME performance is the fact thahen looking at the period 2022023, SMEs have
grown on all indicators, includingeal value added, whichvas 4.5% higher by the end of 2023 than in 2021.
SMEemploymenthas fully recovered from the pademicand continues at a stable growth pace. Similarly, the
number of enterprisehias grown by a total of 5.4% compared to 2021. On all these indicators, SMEs have also
outperformed large enterprises, showing once again that the paoshdemic recovery haseen driven by SMEs
particulaty micro enterprisesOver the broader period of the last five yeanSigurel clearly shows that firms

of all sizes experienced growtim both real value added and employment. The most significant increase was
once again seen in micro firms, showing their essential role in driving economic growth.

Figure 1: Evolution of real value added (left) and employment (right) per size class
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Looking ahead, strategic dependencies and vulnerabilities have been identified in several industrial ecosystems.
These challenges originate from dependency on imported inputs, lack of domestic production, and low innova-
tion autonomy and digital svereignty Key areas of concern include semiconductors and microelectronics, tel-
ecommunication and digital infrastructure and technologies, renewable energy technologies, pharmaceutical
ingredients, drones and robotics for both civil and military appliicas, technical textiles, fertilisers and high
protein crops, and new technologies for clean and sustainable mobility.

Anin-depth analysis othe ecosystemsavhere such vulnerabilities have bedtentified revealedthat SMEs are
pervasive in #d value chains analysedven if they araisuallynot directlyinvolved in core value addehanu-
facturing activities they dominate in niche markets and ancillary servicashich are essential for the smooth
functioning of the marketMost importantly SMEsre involved iressentialresearch and developmeiaictivities

andin developing critical innovation in all value chains analys&tley alsglay an important role irsome new

and emerging markets, such dke recovery ofritical raw materials fromwaste, or the developmenof carbon
capture technologies, cybersecurity, edge computing, or very specialised solutions that compete with more con-
solidated ones (e.g. multiloud platforms and biofertilisers).

The EU its Member Statesnd most nonEUcounties haverecentlyimplementedvariouspoliciesto achieve
strategic autonomy goals. These measures span from trade initiatives to traditimaistrialpolicy instruments

such asdirect subsidiesand loansto bolster production in strategic sectafdotably, existing OSA policies have
placed limited emphasis on supporting SMBsweverijt is clear that SMEs are essential drivers of economic
recoveryand competitiveness and they can contribute to the succaad longterm sustainability of OSA initi-
atives. Policymakers need to recogeiSMESs as catalysts for the change that Eurapeedsto meet the objec-

tives set out by the OSA paradigm. Turning SMEs from followers into leaders of radical change necessitates
embedding SME policy at the heart of EU policymaking.

Overall,movingfrom an SMEfriendly to an SMEocused approacllemands a firmcommitmentfrom all the
stakeholdersto preserve the European way of life and be fit, atated by Mario Draghi in his smeh on the
future of European competitivenesfor today’s and tomorrow’s world.



1 Introduction

This report forms part of the SME performance review (SRRjch consists otwo parts: anAnnual report on
European SMEs and SME country fact shegliscalculations which led to the dataresentedon both parts are
describedn detail in the relevant technical repagrpublished on the SPR webslte

SMEs play a key role in the EU economy,sttthe second chapter of this report provides a snapshot of the
contribution of SMEs to the ER7 economy, with the data presented referring to the year 2023. A brief de-
scription of the evolution of new business registrations and bankruptcies is alsodadlu

The third chapter focuses on the performance of EU SMEs over the past years. It presents information on the
economic environment faced by EX¥ SMEs over the last few years and the performance of SMEs during that
period, regarding the key economic indtors, such as number of enterprises, employment and value added
expressed in both current and real prices.

The fourth chapter presents a projection of the performance of EUSMESs in 2024 focusing again on the
indicators cited above.

The fifth chapteroffers an overview of thestudyresultson SMEs an@SA andpresents a list of policy actions
proposed to maxinse the opportunities that OSA can offer to SMEs

Finally,ten annexes provide detailed information on a range of topics discussed in the madly bf this report
like a profound analysis of NFBS industries, an overview across industries of different knowledge and technol-
ogy intensity and the exploration of certain SMP countries’ performance.

1 All relevant publications can be found dtttps://ec.europa.eu/growth/smes/siatrategy/performancereview en



https://ec.europa.eu/growth/smes/sme-strategy/performance-review_en

2 The role of SMEs in the EU

In 2023, SMEs played a atial role in the BropeanUnion's (EU) economy, accounting for 99.8% of all enter-
prises in the norfinancial business sector. Witb.8 million SMEs employing 88.7 million people, they contrib-
uted significantly to the Et27 employment and value added. Micro enterprises were the most prevalent, ac-
counting for94% of SME in 2023. The strong presence of micfioms was observed across allE27 Member
Statesand all 14 ecosystemsWhile newSMEbusiness registrations increased by 2.6% in 2023, the number
of SMEbankruptcies also rosby 13% which isin line with thechallengingsituation of SMEs in the EU

2.1 Snapshot of the importance of SMEsn the EU economy

According to the official BropeanCommission (ECJefinitior?, SMEs are enterprisébat have fewer than 250
employeesand either an annual turnovef up to EUR 50 millioror a balance sheet totabf up to EUR 43
million. The analysis in this report is based only on the employnegitéria, since this is the definition used by

the Structural Business Statistics (SBS) database maintained by Eurostat, the main data source for the report.
Within the SME populmn, micro-SMEsare enterprises which employ fewer than 10 staff, while small SMEs
employ 10 to 49 staff, and mediurrsized SMEs employ between 50 and 249 staff (s€able6 in Annexi for
details).

SMEs & avibrant component othe EU societyand deeply embedded in local communitjess visualisedin
Map 1. Across the B-27, for every 1000 inhabitants there are 57 SMEs. The Member State (MS) with the
highest ratiois CZ (102 SMEs per,d00 inhabitants).On the other handthe lowest proportion is in DE (31 SMEs
per 1,000 inhabitants).

In 20232, about25.8 million SMEs were active in the E2F, accounting for 99.8% of all enterprises in the non
financial business sectoNFBS) Kigure2)*®. These SMEs employe®.8 million peopleaccounting for just
under twethirds of the EU27 NFBS employment, and slightly more than half of the-EUNFBS value added

2 CommissiorRecommendation of 6 May 2003 concerning the definitiohnaicro, small, and mediunrsized enterprises (2003/361/EC),
Official Journal of the European Union, L 124/36, 20 May 2003.

3 The 2023 data are based on estimates derived from economic data available in December 2023.

4 The nonfinancial business sector ihades all sectors of the economy except the following: ‘agriculture, forestry, and fishing’ (NACE section
A), ‘financial and insurance activities’ (NACE section K), ‘public administration and defence; compulsory social security’ (NACE section O),
‘education’ (NACE section P), ‘human health and social work activities’ (NACE section Q), ‘arts, entertainment and recreation’ (NACE section
R), ‘other service activities’ (NACE section S), ‘activities of households as employers; undifferentiated goods-and servicesproducing activities
of households for own use’ (NACE section T) and ‘activities of extraterritorial organisations and bodies’ (NACE section U). NACE is the
Eurostat statistical classification of economic activities in the European Union.

5 Information onthe number of SMEs, their value added and their employment in various countries outside the EU is providbtir8s.



Map 1: Number of SMEs per Member State on per capita basis in 2023

L1

ol
I AL e
14 4

-
SMESs per ab p s | SMEs per
capita (x1000) . capita (x1000)
:l <50 [ov4 102
[ 5170 K N |
- s
I -0 MT o1
i/ EE 86
NL 84
HU 79
) S| 78
N EL 75
/E/ o cY 70

SE 69
IT 66
BE 64
IE 62
ES 61
FI 60
LU 60
PL 58
EU-27 57
Lv 56
HR 52
FR 50
BG 49
AT 47
RO 43
DK 42
DE 31

A s
A N
/ <

} ( \ /

{ \ b [/j
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics, National
Accounts Database and Population Projections




The vast majority of SMEs in 2023 wergicro SME . i
(Figure3), accouning for 37% of SME value added Figure 2 Share of EU-27 SMES by number of
and 46% of SME employment in the NFBS in 20: erjtgrprlses, emp!oyment, and value added

In terms of employment, micro enterprises a¢ Within the NFBS in 2023

countedfor a greater share of total SME employmer 99.8%

than small SMEs (46 and 30%espectively), and

small SMEs accounted for more employment thi

mediumsized SMEs (24%). The three SME size ¢ 65.2%

ses generated about the same proportion of SN
value added in the EA27 NFBS in 2023, with the
share of value added generated bynicroSMEs
(37%) being only slightly larger than the share gel
erated by small and mediursized SMEs (32% an
31% respectively).

531%

Number of enterprises Employment Value added

Source: Calculations by the JRC based on Eurostat’s Struc-
tural Business Statistics, Short -Term Business Statistics
and National Accounts Database

Box 1: SME population in the EU-27 and data provided by Eurostat
Traditionally, the annual report on European SMEs focuses on thdinancial business sector (NFBS), which
includes all sectors of the economy except the following: ‘agriculture, forestry, and fishing’ (NACE section A),
‘financial and insurance activities’ (NACE section K), ‘public administration and defence; compulsory social
security’ (NACE section 0), ‘education’ (NACE section P), ‘human health and social work activities’ (NACE sec-
tion Q), ‘arts, entertainment and recreation’ (NACE section R), ‘other service activities’ (NACE section S), ‘ac-
tivities of households as employers; undifferentiated goealsd servicesproducing activities of households
for own use’ (NACE section T), and ‘activities of extraterritorial organisations and bodies’ (NACE section U).
NACE is the Eurostat statistical classification of economic activities in the European Union.

For many years, the statistical authority of thEU Eurostat, provided Structural Business Statistics data
exclusively for the NFBS, narrowing the populatiminenterprises captured by the data. Since November
2023, Eurostat has expanded the diversity of available NACE codes beyond the limitation of the NFBS, and
now includes the entire NACE section K and its level 2 activities (K64, K65, and K66), NAGERactibits
unique code P85, NACE section Q with all three relevant level 2 activities (Q86, Q87, and Q88) and NACE
section R and codes R90, R91, R92, and R93 respectively. Regarding NACE section S, only the segment refer-
ring to activities S95 and S96 habecome availablelncluding these additional NACE sections, Eurostat
counts a total of nearly 31 million SMEs in 2021. Howevien; all these recently included NACE sections,

data is only available for 2021, agarlieryears have not been updated. Furtheone, some NACE sections
like A, O, T and U are still not available.
The current report analyses nowcasted and forecasted figures for 2022, 2023, and 2024, the calculation of
which is based on several factors, including the actual values of previous yearartunately, the absence
of relevant data, including from National Statistics Organisations, means our model coulyetdie ex-
panded to include the new NACE sections. In conclusion, the current (2021) SME population provided by
Eurostat is not comparale to the population referring to previous yeats.the future analysis, oncese have
adequate data to backcast the figures for the period 20@®20, we willprovideour aggregates accordingly.




Figure 3: Share of different EU -27 SME size classes in the number of enterprises in the NFBS and
of NFBS employment and value added in 2023

211 (08%) 15122(313%) 21.2(239%)
1,388 (54%) 15271 (316%) 268 (30.2%)
24,209 (93 8%) 17994 (37 2%) 408 (459%)
Enterprises (thousands) Value Added (EUR billion) Employees (million)

Micro SMEs © Small SMEs Medium-sized SMEs

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and N a-
tional Accounts Database

Additional information about the predominant share oficro SMEsand the different proportions of SMES in
terms of value added and employment among the 2@ Member StatesNIS9, is available inMap 15(Annex
3).

Map 2 illustrates the “productivity” of SMEs in terms of value addedcreatedper person employed. Northern
and CentraMSs outperform EasterrMSs, while southerrMSs like IT and E$50 and 46 thousand EURespec-
tively) are close tothe EU27 averageof 55 thousand EUR per person employétie highest value adakper
employment isobservedin IE (2Ok EUR), almost six tingebigger than the lowst value that belongs to BG
(22k EUR).



Map 2: SMEs Value added per person employed for 2023 in the NFBS of Member States in 2023
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Source: C&lculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statisii'cs and Na—
tional Accounts Database
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Box 2: Long-term productivity trends in SMEs

Figure4 shows trends in reaterm productivity by size class. In general, the larger the enterprise, the more

productive it is. In a longerm analysis, productivity has remained fairly stable over time when adjusted

fo

inflation. Howeverywhen comparing 2024 to 2019a slight increase in productivity is visible across every
size category. The most significant rise occurred in 2021, particularly among large enterprises. It is interesting

to note that the 2021 growth wasnot simply a recovery catclup from the 2020 lockdowns, but actually

reached a higher level than in 2019.
Figure4: Productivity in EA27 by size class
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Note: Productivity is expressed as value added per person employed and refers to real values (in 2015 fness)id
lines turn into dashed lines as data from 2022 onwards is mainly derived by-cagts and forecasts.
Source: Calculations by the JRGé@on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Struc-
tural Business Statistics, Shefierm Business Statistics and National Accounts Database

Figure5: Productivity compared to large enterprises
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Note: Every line represents the relative productivity of a certain size class versus large enterprises which are eq
100%. The solid lines turn into dashed lines as data from 2022 onwards is mainly dérenowcasts and forecasts.
Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Struc-
tural Business Statistics, Shefterm Business Statistics and National Accounts Database

Despite overall stabity in productivity, on a longer time scale it becomes clear that in relative terms, SMEs’
productivity is declining compared to that of large enterprig€ggure5). Whereas in 2008 SMEs were abo

ual to

68% as productive as large enterprises, in 2024 this figure had fallen to 60%. This trend is most pronou
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in micro and small enterprises. It is important to highlight that this decline is purely relatiMEsSproduc-
tivity did grow in absolute terms from 2008 to 2024, but more slowly than that of large enterprises.

Since 2020the European Commission has decided to regroup all different industriesliatmdustrial ecosys-
tems, which are linked together and encompass all players operating in a value chain, from the smallest start
ups to the largest companies, from academia to research, service providers to sugplierdoubtedly SMEs
play a key role in the evolution of thes®k4 ecosystems. More information about industrial ecosystems can be
found insection3.3 and Figure 37(Annex 10)

A more granular breakdown of the distribution of EA7 SMEs across industrial ecosystems shows that, in 2023,
SMEs were concentrated in a few ecosystems, namely 1) ‘construction’, in which SMEs accounted for 26% of
all EU27 SMEs, 2) ‘retail’ (23%), and 3) ‘tourism’ (15%) (Figure6).
Figure 6: Distribution of EU SMESs across the Industrial Ecosystems in 2023

230y 2.2%

26%
33%
57% \ 259%

5.8%

81%
149%
= Construction = Retail
= Tourism Mability - Transpaort - Automotive
= Cultural and Creative Industries = Proximity, Social Economy and Civil Security
= Digital m Other
= Agri-food = Energy Intensive Industries

= Health

Note: Other includes ‘aerospace and Defence’ (1.2%), ‘electronics’ (0.4%), ‘energy-Renewables’ (0.5%) and ‘textiles’ (1.1%)
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

As in previous yearsn 2023, SMEs accounted fomost of total employment inelevenout of 14 industrial
ecosystems. The three ecosystemith proportionsbelow 50% were ‘aerospace and defence’, ‘electronics’ and
‘energy-renewables’, while four ecosystemsurpassed’0% of total employment ‘tourism’ (78%), ‘construction’

8 European Commission (2020F,ommunication from the Commission to the European Parliament, the European Council, the European
Economic and Social Committee and the Committee of the Regions, A New Industrial Strategy for Europe, Brussels, 10.3VE@R20L O

102 final.

7 European Comiasion (2023), Commission Staff Working Document, Annual Single Market Report 2023, Brussels, 31.1.2023, SWD(2023)
26 final.
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(76%), ‘textiles’ (76%) and ‘cultural and creative industries’ (72%).Micro SMEs accounted for the majority of
employment in eight out ofl4 ecosystemgqTable2).

The share of value added generated by SMEgswery EU27 industrial ecosystenwas smallerthan the em-
ployment shareln six casesthe SME value added shareas bigger than the value added generated by large
enterprisesiconstruction’, ‘cultural and creative industries’, ‘proximity, social economy and civil security’, ‘retail’,
‘textiles’, and ‘tourism’.

Concerning the number of enterprises,-20 SMEs accounted for 99% of the total number of enterprises in
every industrial ecosystem. Micro enterprises accounted for most of this figure, representing tireme85%

of the total number of enterprises in all ecosysteniBhebiggestcontribution is notedn ‘cultural and creative
industries’ (96%) and the smallest in‘electronics’ (86%).

Table 2: Proportion of total value added, employment and number of enterprises accounted for by
SMEs in various EU industrial ecosystems in 2023

Value Added Employment Number of Enterprises

Micro | Small Micro | Small All Micro | Small
SMEs | SMEs SMEs | SMEs SMEs | SMEs | SMEs

Aerospace 78% 11.2% 10.7% 13.9% 19.5% 44.2% 87.5% 9.2%
and Defence

10.5% 14.3% 19.7% 44.6% 17.9% 19.6% 20.4% 57.9% 87.9% 9.7% 1.9%  99.5%
30.9% 24.3% 17.2% 72.4% 37.8% 23.6% 14.8% 762% 940% 52% 0.6% 99.9%
Cultural and

OCENIVALR 24.2% 16.0% 17.1% 57.2% 38.4% 18.0% 15.5% 71.8% 96.4% 3.0% 0.5%  99.9%
dustries

13.3% 13.2% 17.0% 43.4% 22.9% 15.6% 17.1% 55.7% 94.6% 4.3% 0.9%  99.8%
52% 94% 16.8% 315% 9.8% 13.9% 21.1% 44.8% 86.0% 10.0% 3.1% 99.1%
Energy In-

tensive In- 53% 9.9% 19.1% 34.3% 12.4% 16.0% 22.9% 51.3% 86.5% 9.9% 2.8%  99.2%
dustries
Energy - Re-
NENEES
9.2% 82% 10.8% 28.1% 22.6% 154% 16.0% 54.0% 93.9% 49% 0.9% 99.7%

109% 7.9% 12.8% 31.6% 12.7% 10.6% 16.1% 39.4% 92.7% 52% 1.6% 99.5%

Mobility -
Transport - 145% 15.3% 15.0% 44.6% 24.9% 17.5% 15.7% 58.1% 92.7% 6.0% 1.0% 99.8%
Automotive

Proximity,

Social Econ-

omy and 29.7% 18.8% 14.3% 62.8% 34.4% 195% 12.6% 66.5% 94.1% 52% 0.6% 99.9%
Civil Secu-

rity

223% 205% 17.4% 60.2% 31.8% 18.7% 13.3% 63.7% 941% 51% 0.7% 99.9%
14.0% 22.0% 25.5% 61.4% 23.3% 26.6% 256% 755% 89.3% 87% 17% 99.7%
29.7% 23.4% 16.0% 68.9% 38.3% 25.9% 13.4% 77.6% 921% 7.1% 0.7% 99.9%
All Industrial

Ecosystems

Source: Calculations by the JRC, based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

19.0% 17.2% 16.7% 52.9% 29.8% 20.0% 15.6% 653% 93.3% 57% 08% 99.8%

It should be noted that the differences in the relative importance of SMEs across vamolustrial ecosystems

do not vary much from year to year, a@bese differences reflect the longerm structural characteristics of the
various ecosystems A more detailed analysis of the role of SMEs in the various ecosystems is provided in
chapters 3 and 4More information about the breakdown of the EX¥ SMEs aass NFBS industries in 2023
can be foundn Figure 32(Annex 7)while the role of SMEs in the NFBS of the-Elcompared to the selectéd

8 The selected nofEU countries are: Albania (AL), Armenia (AM), Bosnia and Herzegovina (BA), Iceland (IS), Kosovo (XK) Mpldova (MD
Montenegro (ME), North Macedonia (MK), Serbia (RS), Turkiye (TR), Ukraine (UA) and the United Kingdom (UK).
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non-EU countries is provided ifable18 (Annex9). Finally, te role of EJ27 SMEsn the knowledgeintensive
and hightech fieldsis analysedin detail in Figure 29(Annex 6)

2.2 The evolution of the SMEpopulation in 2023

While the previous paragraphs reviewed the significance of SMisn the EUJ27 economy this sectionex-
ploresthe dynamics of the SMEpopulationduring 2023 by focusing on new business registrations and bank-
ruptcies, as reported by Eurostat.

The numbe of new business registrationé the EU27 saw an increase 0R.6%in 2023, following a period of
stagnationin 2022 (a growth rate of 0%).However, the number dbusiness deathslso showed an increase
(10.3%in 2022 and 13% in 2023), indicating an unfaourable trend in business closurekhe biggest increase
in registrations is experienced by DE (23.2%ile on the other endE showed a significant decling37.6%)
(Figure7). The biggest decrease in bankruptcies occurred in FR.8%), whileHU experienced the sharpest
increase(155.3%), followed by NL and EE (54.1% and 51.Téspectively.

Only sixMSs managal to experience a growth in business registratiomile alsoobserving reducetankrupt-
cies. These are BG (+1.8% in registrations ahd.2% in bankruptcies), CZ (+0.2% ar19%), ES (8.8% and
3.5%), HR (11.1% ané2.3%), LT (9.1% and0.7%) and Sl (3% and-6%).0On the other handsevenMS
observeddecrease registrations and increaskbusiness deathsthey wereAT, BE, FR, HU, MT, PL andli&E
remainingM$Ss faced a mixed patternshowing simultaneousncreasesor reductiors in both categories. Data
for CY, EL and IE did not fully cover the two analysed variables.

Figure 7: Annual percentage change in business registrations and bankruptcy declarations in 2023
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® Eurostat’s database does not refer directly to the SME population, but taking into account its universal majority in number of enterprises
entails that registration and bankruptcy statistics mainly reflect the SME population.
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3 The performance of EU -27 SMEs over the past years

SMEs in Europe anchore generallythroughout the world have faced unprecedented economic uncertainty and
turmoil since 2020. The pogpandemic era was directly linketh an unexpected rebound in demand, winic
triggered global supphside disruptions, while SMEs et severe difficulties in hiring new staff. In the mean-
time, SMEs had to deal with sharp and rapid increageshe price of many of their inputsand with energy
prices, most notably of natural gaand electricity, which started to increase faster than the demand rebound
warranted.

While 2022 saw a continued economic recovery, new impediments that jeopardised the viability of entrepre-
neurship and SMEs in particular emerged. Weak wind and hydropeleetricity generation combined with the
curtailed supply from Russt4 the most prominent energy supplier, deteriorated SMEE®nomic outlookFur-
thermore, Russia’s war of aggression against Ukraine impacted EU-27 SMEs directly (in a limited context
through sanctions, export restrictions and interrupted supply chains) and indir&gtybroader warrelated
developments such as the steepened surge of gas prices with ripple effects for electricity pritks high
energy costs and the vicious cycle afflationary pressures led tdistorically highinflation, measured by the
Harmonised Inderf Consumer PricesH|CP, to two-digit record highs by the end of 2022vhichput in danger

the viability of SMEs

Additionally the EuropeanCentral Bank (ECBhas implemented the fastest increase in its policy interest rates

on record, while credit flows to the private sector have significantly decelerated, partly due to reduced demand,
posing a threat to the growth prospects of SMEsnally, the recent miltifaceted conflict inthe Middle East
(namelythe IsraekHamas war andhe Houthi ship attackshas darkenedhe geopolitical climate further, with
potential ramifications for the EU economy, affecting entrepreneursthigectly through energy markets and
disrupted supply chains.

At the same time SMEsare indispensable for achieving progress in Keypolicy areasincludinginnovatiori?,

diversity, equalit{? and the Twin TransitidA. Accordinglythe European Commissionas preparedvarious
funding pogrammesand initiatives including a dedicated SME Relief Pack&ge, protect andenhance their
prosperity.

This section examines in detail the performance of-BU SMEs during this challenging period. It presents in-
formation on the economic environmeint whichSMEsperated in 2021, 2022 and 2023 (sectioB.1). It then
reviews the economic performance of SMEs for the same pebaded onthe evolution of three key SME
performance indicators (number of enterprises, value added and employment) (se8t®)nkt analyses the
achievements of SMEs per industrial ecosystem for this thyear period andin paralle] compares the SME
contributionto the EU economy with the respective performance of large enterprises {@e@&.3). Fnally, it
provides adetailedexploration of the economiperformance of SMEs in each of the BL5(section3.4).

3.1 The economic environment in which EA27 SMEs operated in 2021, 2022 and
2023

The ELR7 Gross Domestic Product (GDP) increased by 0.5% in 26@3pared to therevious yea(Figure8).
This means growth was subdued, especially compared to 2021 (6%) and 2022 (3v8é)) thepost-pandemic
economic reboundvas still in full swing

At the same time, inflation skyrocketed in 2022 to 9.2%nd remained high in 2023 at 6.4%/ore information
about GDP growth and HICP across MSs can be fourdlite7 (Annex2).

10 European Commissio2023. European economic forecast: Autumn 2023.

1 Productivity in SMEs and large firms, OECD, 2021, https://www-itibcaty.org/sites/54337c24en/index.html?itemid=/content/compo-
nent/54337c24en.

12 Flash Eurobarometer486, SMEs,start-ups, scaleups and entrepreneurshipSeptember2020, https://europa.eu/eurobarometer/sur-
veys/detail/2244

13 EuropeanCommission2020. 2020 StrategicForesightReportChartingthe Coursetowardsa More ResilientEurope.

14 COM(2023) 535, https://singlemarketeconomy.ec.europa.eu/publications/snatief-package_en
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Figure 8: Annual GDP growth and inflation rates in EU -27 over the period 2015 -2024
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Note: Values referring to 2024 stem from European Economic Forecastey\24 version
Source: Eurostat, European Economic Forecast — Winter 24

It is important to note thatdue to the high inflation rates in 2022 and 2023he changes in SME value added
reported in the next sections will be analyseddmual mode This isbecauseSME value added datia provided
by Eurostat in current prices, i.e. not adjusted for inflatiand the Joint Research Centrd R¢ nowcasted and
forecasted all relevant figures in botheal and current price$.

Thechallerging economic status quo throughout 2021, 2022nd 2023is reflected in the Surveyn Access to
Finance of Enterprises (SAFE in which EL27 SMEs assess theriportance ofthe various issues and chal-
lenges theyare facing. In 2023, the two issues viewed by EA7 SMEs as the most important were “availability
of skilled staff or experienced managers” and “costs of production or labour”. Those two challenges also stood
out as the most crucial in the two previous surveys of 2022 and 20R4ore information referring taa more
profound analysi®f those challenges anthe change of assessment abotihem, including the particularities
of all 27 MSs are analysed irFigure 27(Annex 4)

3.2 The economic performanceof EU-27 SMEs in2023

Inflation continued to pose a major challenge to SMEs in 202&ilenominal value added increaseth 2023,

in real price terms every size clagxperienced a declinéMicro enterprises seemed to be the most resilient as
their declinewas limited to-0.4%, probablydue to ther ability to recover faster from shock&han larger com-
panied’. The most significantlecreasewas recorded forsmall SMEs-@.4%),with SMEs as a whole alstde-
clining more significantly than large enterprises-(L.6% and-1.1%, respectively)On the other hand, employ-
ment maintaineda positive growth rateOnce againmicro- SMEsxperienced the biggest growth, and tbger-

all SMEs increase was0% higherthanthat of large enterprisegFigure9). Finally, the number of enterprises
alsoincreasedn all categoriescontinuing the trend observed 2022.

15 Value addedis adjustedto 2015 pricesaccordingthe GDPdeflator and not the HICPsinceit includesall goodsand servicesin the
economyreflecting better the inflationary impacts faced by SMEsConsequently, alrowth rates betweenthese two years have been
calculatedbasedon this computation.Note that this calculation method differs from the 2022/2023 Annual Report on European SMEs, the
figures can therefore not be directly compared to last year's Annual Report.

16 For the full results of the SAFE survey see European Commission (2023) Samthg Access to Finance of Enterprises (SAFE), Analytical
Report, written by Verian, December 2023.

17 https:/iwww.oecdlibrary.org/sites/8f68434den/index.html?itemid=/content/component/8f68434d
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Figure 9: Annual change (%) in 2023 of real value added, employment and number of enterprises
in the EU-27 NFBS by enterprise size class
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Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

A more positie picture emerges hen analysingSME performance fror2021 to 2023. Employmenthas fully
recovered from the pandemiand preseres a stable pace of improvemergimilarly,the number ofenterprises
is growing andis closelyaligned to employmengrowth.

Bven when adjustedor inflation, value addedkstill saw a positive growthrate for 2021-2023. This isespecially
true for micro enterpriseswhich outperform the other size classes in evandicator (Figure 10). Moreover
SMEwverall seem to be one step aheadf large enterprises as their growth rates atégher. Amore granular
exploration of the performance of EQ7 SMEs irdifferent industriesand the comparison between SMEs and
large enterprisess providedin Figure32 (Annex 7)while the following sections of the current chapter gige
detailed breakdown of the SME performance in various indicators per industrial ecosystemi&nd
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Figure 10: Cumulative change (%) in 2023 compared to 2021 of inflation adju  sted value added,
employment and number of enterprises in the EU -27 NFBS by enterprise size class
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Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

3.3 EU27 SMEs in the industrial ecosystems over the period 20212023

The European industrial stratefypoints to SMEs as the primary vehicle of innovation across ecosystems and
the EU economyas a wholé®®, The annual monitoring of the SME evolution within thé ecosystemshas
becomeessentialbecause of their major role in all key indicators, especially employment and value added.

This section provideanoverviewof how theEU 27 SME<ontributel to the economic performance of industrial
ecosystemdetween2021 and 2023. It alsocomparesSMEsand large enterprises across ecosysterager the
last two yearsandfinally, it analysesdifferences betweerMSs. Annex 10 presents wre information about the
fundamental pillars of industrial ecosysterfis their compositiopnand the Statistical Aassification of Economic
Activities in the European CommunitACIEEindustries included in their structure

18 https://singlemarket economy.ec.europa.eu/industrysgegy _en

19 COM(2023) 535, https://singlemarketeconomy.ec.europa.eu/publications/snetief-package_en

20 Productivity in SMEs and large firms, OECD, 2021, https://wwwitibraty.org/sites/54337c24en/index.html?itemld=/content/compo-
nent/54337c24en.

21 The definitions of the ecosystems do not always match the NACE classification used by Eurostat and national statistidahtityenin
the EU to collect and report industry data. As a result, the currently available industry data do not always ftélythe economic activities
of the 14 industrial ecosystemg¢seeFigure37 in Annex 10for details).
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3.3.1 Contribution of EU SMEs to the economic performance of the industrial ecosystenis
2023

3.3.1.1 Number and share of SMExrossthe 14 industrial ecosystems

The 14 industrial ecosystems differ substantially in terms of the number of enterprises. ‘Construction’ and
‘retail’ were the largest industrial ecosystems, with 6.2 million and 5.5 million enterprises, respectively. In con-
trast, ‘electronics’ and ‘energy-renewables’ were the smallest, with 113,200 and 121,600 enterprises, corre-
spondinglyTable 22in Annex10 offers detailed information

SMEs play a key rolm every industrial ecosystentonstituting 99% of enterprises irall 14 clusters Among
SMEsmicro enterprises represent the largest groap93%, but their presence was slightly lower (below 90%)
in the 'electronics', 'energy intensive industries', 'aerospace defiénce; '‘agrifood’, and 'textiles' industrial
ecosystems in 2023 as compared to the other nine industrial ecosystéfgure11)?> 23,

Figure 11: Share of micro-SMEsin the number of enterprises in each of the 14 industrial ecosys-
tems in 2023

96.4%
93 99, 94.0% 94.1% 94.1% 94.6%
927% 927%
92.1%
893%
875% 879%
] i I I
Electronics  Energy  Aerospace Agri-food — Textiles Tourism  Mobility - Energy - Health  Construction Proximity, Retail Digtal Cultural and

Intensive and Defence Transport - Renewables Sodal Creative
Industries Automotive Economy Industries

and Civil
Security

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

3.3.1.2 SME employment in each of the 14 industrial ecosystems

Aswith the number of enterprisesn 2023 the ‘construction’ and ‘retail’ industrial ecosystems emerged asthe
largest employers across the ERY, accounting for 19.8% and 21.9% respectively of total employment in the
14 ecosystemskKigurel2). Conversely, the 'energgenewables' (0.9%), 'electronics' (1.3%), and 'textiles' (1.4%)
industrial ecosystems were among the smallest in termspafrsons employed

22 More details on the number dadnterprises by ecosystem and size class are provide@iahle 22

2 Themethodologyfor constructingthe data usedfor the analysisof industrial ecosystemss providedin Annex4 of the AnnualSingle
Market Report2022 (EuropeanCommission(2022), CommissionStaff WorkingDocument,Annual Single Market Report2022, Brussels,
22.2.2022,SWD(2022)40 final).
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Figure 12: Number of persons employed (in thousands) by SMEs and large enterprises per ecosys-
tem and percentage of employment in total employment of the 14 ecosystems - 2023
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Note: Each ecosystem is represented by the same coloufsgmre 12 and Figure14, with the darkest shading showing employment by
SMEs and thedihter shading indicating the number of persons employed within large enterprises for the given ecosystem. The percentages
in the top left corner of each ecosystem indicate the percentage of the total SME employment accounted for by that ecosykstem.
industrial ecosystems are as follows: 4 Aerospace and Defence,-2Agrifood, 3- Construction, 4 Cultural and Creative Industries,-5
Digital, 6 - Electronics, 7~ Energy Intensive industries, 8 EnergyRenewables, 9 Health, 10— Mobility- TransportAuomotive, 11 -
Proximity, Social Economy and Civil Security; Betail, 13- Textiles, 14- Tourism. Data are missing for some NACE codes that correspond
to the following ecosystems: Agfood (NACE sector A), Cultural and Creative Industries (R, Farf89895), Health (Q), Proximity, Social
Economy and Civil Security (Q, S95, S96 andd Tourism (R).
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

The 3ME size class was the largest employer in 11 of 14 ecosystems. In fact, SMEs accounted for more than
70% of employment i the ecosystems ‘construction’, ‘cultural and creative industries’, ‘textiles’, and ‘tourism’
(Figure13). The exceptions were ‘aerospace and defence’, ‘electronics’, and ‘energy-renewables’, where large
enterprises employ more people than SMERreovermicro SMEswere particularly important employers in

the ecosystems ‘construction’, ‘cultural and creative industries’, ‘proximity, social economy and civil security’,

‘retail’, and ‘tourism’, in which they accounted for 38%, 38%, 349%, 32% and 38% respectively, of total ecosys-

tem employment.
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Figure 13: Proportion of the employment of each ecosystem attributed to micro SMEs, small SMEs,
medium-sized SMEs and large enterprises - 2023

22% 24% 25% 28% 34% 36% 42% 42% 44% 46% 49% 55% 56% 61%
Tourism  Construction  Textiles Culturaland  Proximity, Retail Mobility - Agri-food Digital Health Energy Electronics ~ Aerospace Energy -
Creative Social Transport - Intensive and Defence Renewables
Industries  Economy and Automotive Industries
Civil Security

m Micro SMEs  mSmall SMEs ~ m Medium-sized SMEs Large Enterprises

Note: Data are missing for some NACE codes that correspond to the following ecosysterafmcdigiiNACE sector A), Cultural and Creative
Industries (R, P, S94 and S95), Health (Q), Proximity, Social Economy and Civil Security (Q, S95, S96 and T3na(R)Touri

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

3.3.1.3 SME value added in each of the 14 industrial ecosystems

The ecosystems with thmost significantnumber of employees were alsesponsible for the largest proportion
of value added generated by the 14 ecosystertiigurel14). The ‘retail’ and ‘construction’ ecosystems gener-
ated the largest shares of the total value added of tHet industrial ecosystems, at 21.0% and 16.4%spec-
tively. Moreover, as in the case of employment, the ecosystems ‘electronics’, ‘energy-renewables’, and ‘textiles’
were the smallest in terms of value added, creating 2.1%, 1,%%d 1.0% respectively of total value added
generated by thel4 industrial ecosystems.

SMEs accounted for more than 50% weflue addedn six out 0f14 ecosystems, namely, ‘cultural and creative
industries’ (57%), ‘retail’ (60%), ‘textiles’ (61%), ‘proximity, social economy and civil security’ (63%), ‘tourism’
(69%), and construction (#2) (Figurel5). In contrastthey accounted for only 35% or less of the value added
generated by the ecosystems of ‘health’ (28%), ‘energy-renewables’ (32%), ‘electronics’ (32%), ‘energy inten-
sive industries’ (34%), and ‘aerospace and defence’ (35%).

Micro SMEs drivehe differences inthe value added contribution of SMEs across the various ecosysteins.
ecosystems with more substantive SME contributide Itonstruction’, ‘proximity, social economy and civil se-
curity’, and ‘tourism’, micro SMEs reach larger sharggn small and medium SME§igurel5).
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Figure 14: Value added (in EUR million) by SMEs and large enterprises per ecosystem and percent-
age of the ecosystem value added in the total value added generated by the 14 ecosystems -
2023

7 (8.8%) 14(7.7%) 2(5.1%)
Energy Intensive
Industries
rge
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464,012
9 (4.9%)
Large
309,845

10(11.4%)
_
112,481

Mability-Transport-
Rl 8 (1.9%)

Automotive

Large
116,198

Large SMEs Large Large
558,432 198,794 148,775 34010
Note:SeeFigurel?2 for related data notes

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short -Term Business Statistics and Na-
tional Accounts Database

Figure 15: Proportion of the total value added of each ecosystem attributed to micro SMEs, small
SMEs, mediumsized SMEs and large enterprises - 2023

Construction  Tourism Proximity, Textiles Retail  Culturaland Mobility -  Agri-food Digital Aerospace Energy Energy -  Electronics Health
Social Creative  Transport - and Defence Intensive Renewables
Economy Industries  Automotive Industries
and Civil
Security

® Micro SMEs  mSmall SMEs  m Medium-sized SMEs 11 Large Enterprises

Note:SeeFigurel3 for related data notes
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-

tional Accounts Database
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3.3.2 The performance of EUJ27 SMEs by industrial ecosystem®ver the period 2021-2023

In 2023, SMEs grew in every industrial ecosystem across employment and number of enterasaegared to
previous yearsConcerning value added, despite thigh growth in current prices, all4 ecosystems declined
in adjusted inflation terms. In general, there is no clear pattern that a specific industrial ecasystgper-
formed the others,as each one possesses its uniguattributes and evolves independently.

Three ecosystemgperformed better than the othes on at least two indicatorsCompared to 2022;digital’
experienced the highest increase ratetime number of enterprises (5.4%gnd the secondmost considerable
growth in employment (3.8%), but its value added was close to thverll industrial ecosystems average.
‘Tourism’ outperformed all other ecosystems in employment (4.5%) and showed thesecondbest performance
in population growth (3.8%)lts value added performance howeverwas subdued Similarly, the third best
performing ecosystem in employment and number of enterprises was ‘cultural and creative industries’, with
growth ratesof 2.9% and 3.5%respectivelyOn the other hand, théowest growth ratesin employment and
SME population belong to ‘textiles’ and ‘energy intensive industries’ (Table3).

Thehighest growthin value added expressed in current prices was noted by ‘construction’ and ‘energy-renew-
ables’ (8.8% and 7.7% correspondingly). The lowest growth rates belong to ‘agri-food’ and ‘health’ (5% and
5.2% respectively)ln real terms, he most “resilient” ecosystem is ‘construction’, with a marginaldecline (-
0.2%), while the worst performing ecosystem, ‘agri-food’, shrank by-3.7% (Table3).
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Table 3: Change (%) in SME and large enterprises value added (both nominal and real), employ-
ment and number of enterprises in 2023 compared to 2022 and 2021 in different industrial eco-
systems

Annual change (in %) in 2023
relative to 2022 (large enter-
prises)

Annual change (in %) in 2023 Cumulative change (in %) in
relative to 2022 (SMEs) 2023 relative to 2021  (SMEs)

Value Added
(nominal)
Value Added
Employment
Number of Enter-
Value Added
(nominal)
Value Added
Employment
Value Added
(nominal)
Value Added
Employment
Number of Enter-
prises

1. Aerospace and De-
fence

N umber of Enter-

2. Agri-food
3. Construction

4. Cultural and Crea-
tive Industries

5. Digital

6. Electronics
7.Energy Intensive In-
dustries

8. Energy - Renewa-
bles

9. Health

10. Mobility -
Transport - Automo-
tive

11. Proximity, Social
Economy and Civil Se-
curity

12. Retail 6.5% -23% 07% 15% 23.7% 64% 19% 28% 45% -42% 0.4% 0.4%
13. Textiles 58% -3.0% 08% 1.0% 153% -0.8% 22% 26% 34% -52% 02% -1.0%
14. Tourism 73% -16% 45% 38% 326% 141% 123% 105% 53% -35% 3.3% 3.9%

All Industrial Ecosys-
tems

71% -18% 19% 22% 216% 46% 48% 53% 65% -24% 12% 1.3%

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

A longerterm analysis of the cumulative change dey indicatorswithin the period 2021- 2023 makes it
obviousthat certain ecosystems managed to bounce back from the pandemic and even achieve significant
growth, while others showed a more subdued recoveédly industrial ecosystems grew tarms of both employ-

ment andthe number of enterprises, but the range gfowth ratesis rather significant and unveils the diverging
perspective.

As expected, ‘tourism’ experienced an outstanding increment in both indicators (12.3% and 10.5% respectively)
(Table3). The explanation behind this performance ligsthe unprecedented recession witnessed during lock-
down periods, so the bouncing back was well anticipated. Similarly, the ‘digital’ ecosystem also experienced
exceptional growth rates. The emergence of new technologies and increased invedtnteistecoystem have
significantly contributed to the growth rates in terms of SME population (10.0%) and employment (8.7%).

Regarding value added, all ecosystems experienced dedlgi increase rates in current prices, bthie inflation
adjusted figures reveal arasticallylowergrowth. Three ecosystems, namely ‘textiles’, ‘electronics’ and ‘energy
intensive industries’ declined (-0.8%,-0.6% and-0.4%, respectively). Thaighestgrowth ratesare reported for
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‘tourism’, ‘energy-renewables’, and ‘proximity, social economy and civil security’ (14.1%, 7.1% and 6.6%). A
similar analysis, reflecting the annual and cumulative change in all three key indisgter NACE industry can
be found inFigure 32(Annex 7)

3.3.3 The economic performance of EU SMEs versus large enterprises across industrial eco-
systemsin 2023

The complex structure of industrial ecosystems and the nfiatteted nature of the three indicatorainderin-
vestigation make it difficult to draw simple conclusions about the performance of different class skeke-
tailed analysis is needed tassess thestrengths and weaknesses SMEs and large enterprises per ecosyste

Concerning real value addedll SMEsn every ecosystenexperienced a declindut there are two clusters in
which large businesses managed to grghable3). Overall, the 'construction' ecosystem, teecond largestn
terms of value added, demonstrated amearkable performance, experiencing the smallest decline for SMEs
and the secondargest increase for large compani&s In relative terms, large businessesitperformedSMEs

in 2023 in eight out of thel4 industrialecosystemswhile SMEssurpassedarge enterprises in six ecosystems,
including in key ecosystems such &stail,' the largest contributor to value added, and 'mob#itansport
automotive,’ ranking third in significance

When it comes to value added adjusted for inflatiohgettrendsfor SMEs and large enterpriseseve generally
similar (Figure16). The biggest changes reflettg a declinefor both size classesire found in the left-bottom
corner of the chartandthe largest declines areletected in three ecosystems: ‘health’, ‘textiles’ and ‘agri-food'.
There are, however, two except®to this symmetrical pattern‘construction’ and ‘energy-renewables’ experi-
enced positivegrowth, although exclusively for large ampanies.Energy-renewables’, in particular, managed
to capture growth higher than 4%making ita distinct outlier.

% https://singlemarketeconomy.ec.europa.eu/industry/strategy/ecosystems_en
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Figure 16: Annual Change (%) of SME and large enterprise value added (adjusted for inflation) in
2023, by indus trial ecosystem
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Note: The industrial ecosystems are as follows: JAerospace and Defence, 2 Agrifood, 3 - Construction, 4- Cultural and Creative
Industries, 5- Digital, 6- Electronics, 7 Energy Intensive industries,-8EnergyRenewables, 9 Health, 10- Mobility- TransportAuto-
motive, 11- Proximity, Social Economy and Civil Security- Retail, 13- Textiles, 14- Tourism. Data are missing for some NACE codes
that correspond to the following ecosystems: Afpbd (NACE sector A), Culturalda@reative Industries (R, P, S94 and S95), Health (Q),
Proximity, Social Economy and Civil Security (Q, S95, S96 and T), and Tourism (R).

Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

In 2023, employment increased in all 14 industrial ecosystems for SMEs and large enterprises r&jtisred
higher growth rates in eleven cases, while large businesses achieved larger growth in two ecosystems: ‘cultural
and creative industries’ and ‘digital’. The most noticeable increasefor SMEs occurred in ‘tourism’, while for large
companies this was in ‘digital’ (4.5% and 4.3% respectivelyln relative terms, the SME increase rate is seven
times biggerin two ecosystems: ‘energy intensive industries’ and ‘energy-renewables’.

Theemployment growth rates oEMEs and large enterprisese highly correlated(Figure17). All 14 ecosys-
tems experienced growth in an analogous way for both size clasbemost casesSMEgrowth rate was mar-
ginally greater than the resgrtive one of large enterprises. The increase didn't exceed 2% for most ecosystems

in both directions, and only three of them managed to capture growth equal to or bigger than 3% in beth ax
‘tourism’, ‘cultural and creative industries’ and ‘digital’.
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Figure 17: Annual Change (%) in SME and large enterprise employment in 2023, by industrial eco-
system
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Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-

tional Accounts Database

3.3.4 Contribution of SMEs o the performance of the industrial ecosystems in 2023 relative
to 2021

The contribution of SMEs tihhe evolutionfrom 2021 to 2023 in the value added and employment of the 14
ecosystems varied greatlyThe share of cumulative change in total value addexbesssed in current prices
termsfor the period 20212023, showsthat SMEs accounted faqual ormore than60% of the change in five
ecosystems: ‘cultural and creative industries’, ‘retail’, ‘proximity, social economy and civil security’, ‘construction’,
and ‘tourism’ (Figure18). The contribution was less than 30% in three clusters (‘health’, ‘electronics’ and ‘en-
ergy-renewables’).

Figure 18: Share of the cumulative change in total value added (in current prices) between 2021
and 2023 attributed to SMEs, by industrial ecosystem

750% 77%
67%
64%
60%
55%
50% 50%
41%
i i i I I

Health Electronics  Energy - Energy Aerospace  Agri-food Digital Mobility - Textiles  Cultural and Retail Proximity, Construction Tourism
Renewables Intensive and Defence Transport - Creative Social
Industries Automotive Industries Economy and
Civil Security

Note: Data are missing for some NACE codes that correspond to the following ¢epsysAgrifood (NACE sector A), Cultural and Creative
Industries (R, P, S94 and S95), Health (Q), Proximity, Social Economy and Civil Security (Q, S95, S96 and T), and. Tourism (R)
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short -Term Business Statistics and Na-
tional Accounts Database

‘Aerospace and defence’, ‘electronics’, and ‘digital’ are the three ecosystems in which SMEs accounted for the
smallest proportion of the cumulative change from 2021 to 2023 in totain@loyment, less than 55%Figure
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19). Regarding the remaining 11 ecosystems, SME contribution varied from 63% ta B6840o casesit was
higher than 80% (‘tourism’ and ‘textiles’, 82% and 86%, respectively) Moreover, the SME share of the employ-
ment change in 13 ecosystesis larger than their share of the change in current prices value added. The sole
exception is ‘construction’, in which the shares are equal, 75%. more indepth analysis of the cumulative
change in real value added, as well as a detailed examination of every indicator for each SME seggnent
presented inFigure 38(Annex 10)

Figure 19: Share of the cumulative change in total employment between 2021 and 2023 at-
tributed to SMEs, by industrial ecosystem

Aerospace  Electronics Digital Health Cultural and Retail Agri-food Mability - Energy - Energy Construction  Proximity, Tourism Textiles
and Defence Creative Transport - Renewables  Intensive Sacial
Industries Automotive Industries Economy and
Civil Security

Note:SeeFigurel8 for related data notes
Source: Calculations by the JRC based on Eurostat’s Structural Business Statistics, Short-Term Business Statistics and Na-
tional Accounts Database

3.3.5 The economic performance oSEMEs inEU27 Member States in terms of industrial eco-
systemsin 2023

The key industries and activities per country differ dependiongthe availability of raw materials and other
inputs, the technickknowledgeexpressed as©iuman capital, the geopolitical backgrouretc. This sectionpre-
sentsSME byfocusing on booming andn less develope@cosystemsat MSlevel.

The industrial ecosystem which experienced tiighest growthin employment for 2023 acrosshe EU27 is
‘Tourism’ (+4.5%), which was the fastestgrowing ecosystem itwelve countries(Map 3). the second fastest
growing in three MSs, and the third in four M®3sother ecosystem experiencing widespread growtidiisital’,
whichexperienced thérighestgrowth rate in six M§ the seconchighestin five MSs(among them key econo-
mies like DE, FR, IT and)Nand the thirdhighestin six otherMSs. ‘Cultural and creative industries’ also expe-
rienced a noteworthy growttoutperforning the other ecosystems ifive MSs. ‘Proximity, social economy and
civil security’, ‘energy-renewables’ and ‘textiles’ also left their imprint on SME employment atheir growth in
certain countries was quite remarkable

Regarding the growth rates ddMEvalue added in real priceterms, the EU27 averages per ecosystem are
negative. Nevertheless, the ranking amongst them is important as it indicates which ones were more resilient
and mitigatedtheir losses. The smallesteclinebelonged to ‘construction’, which declined by a marginal-0.2%.
At MSlevel, ‘construction’ was the most resilientecosystem in eightountries for four of them, growth was
observed (DE, EL, Rind SI), while the remaining fouHR, LV, H@énd NL)showed a declingMap4). Moreover,
‘construction’ was the second most resilientecosystem in twdMiSsand the thirdmostin three.Anothe ecosys-
tem which experienced noteworthy resilience in inflation adjusted value added terms was ‘energy-renewables’,
the best performing ecosystem in eight MSOn the other handthis ecosystem also registeredignificant
decline ratesin some countries, e.gh BG(-27%) and EE-R4%). The most contradioty performance on this
ecosystem can be seen L as its SME value added decrease rat27%, the worst rate of this country among
all 14 ecosystemy coincides with the best SME employment performance in 2@&3shown inMap 3.

Regarding particularities amongst MEsS is thecountryin which the best performing ecosystems in both SME
employment and SME value added are the same: ‘tourism’ obtained the first place in both categories, ‘retail’

the second, and ‘proximity, social economy and civil security’ was ranked 3' in employment and # in value
added.
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Map 3: Industrial Ecosystem with the biggest annual growth rate in employment for 2023 in the
EU-27 and across EU Member States
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Map 4: Industrial Ecosystem with the biggest annual growth rate in inflation adjusted value added
for 2023 in the EU -27 and across EU Member States
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3.4 The economic performance of SMEs in each of the EU Member States2023

The spatial analysis of SMEsconomic performance, iterms of key indicators such as value added or employ-
ment, offers valuable insightinto neighbouringSs’ performanceand clustersformation.

In 2023, the inflation-adjusted value added of SMEsesened a mixed pictureNlap5). It grew insevenMSs,
with only one growth rate larger thaB% (MT, 6.8%).In general, southern countries like MT, ES, EL, PT and CY
experiencedyrowth, while all othersdeclined. Eastern M®bserved severeates of decreasepften with double
digits. The worst decline wagbservedn EE {20.4%), followed by BG and L116.5% and-15.8% respectively)
largely due to very high inflation rates in these countriesll of these countries joined the Efrom 2004 on-
wards and some of them may have been picularly affected by the exposure of their economies to the
Russian war of aggression against Ukraine and the vicious cycle of inflation rates. RegardilzggastEU27
economies, ES grew by 4.9%, DE and IT deaislightly less than the EU27 average(-1.58% and -1.60%
compared to the EU average e1.62%), whilethe declineexperienced by NL and FR was more significant (
3.8% each)Further illustrative analysis pertaining to nominal value added and the extended period from 2021
to 2023 can be foundn Map20 (Annex8).

Regarding SME employment, the vast majority ofdvfgew in 2023. Only RO and FI experienced a decline,
1.1% and-0.6%, respectively fMap 6). Thegrowth rate of all other countries vaed from 0.2% (HYto 8.2%
(MT)Map 24 (Annex 8)presents he evolution of SME employment for the period 202D23. It also provides
similar information on the numbeof SMEs across Member States.

A more granular breakdowof the performance of size classeas presented ifMap 7, shows he size class

that experienced the biggest annual growth rateiinflation-adjustedvalue added for 2023in every MS. Sim-
ilarly to Map4, the “biggest growth rate” does not necessarily entail that there is a proper positive rate. However,

it signals which size class performed better than the others, eifestill in negative termsin total, micro enter-
prises performed better inen MSs, small ones ineight, mediumsized SMEsn four and large companies in
five. In the EU27 as an average, micro enterprises are ranked first, followed by large ones. The diversity
amongst EU economsss reflected in the spatial distribution, as no clear clusters of a certain size cldsemi-

nate a broader region.

The narrative is muchmore straightforwardconcerning the growth rates per size class and per MS in employ-
ment terms.Firstly, all MS except RO experienced positive growth rateanlst cases, micro enterprises per-
formed better, while small businesses experienced the biggest growth rates in d&i@pmediumsized in one

and large companies in five countrieM@p 8). TheEU27 as awhole follows exactly the samepattern: the
biggest increasen employment belonged to micro enterprises, the second best to small ones, large enterprises
were ranked third, and mediusized fourth Finallyat a spatial analysis level, a few clear clusters emerge, like
the improvementof micro employment in PT, EBR and the three Benelux M Svhile small enterprises ranked
firstin DE, AT and Sdhd mediumssized and large companies performéxdstin DK, SE and FI.
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Map 5: Annual growth rate of SME adjusted for inflation value added in
EU-27 and across EU Member States
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Map 6: Annual growth rate of SME employment in 2023 in the EU -27 and across EU Member
States
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Map 7: Size class with the biggest annual growth rate in inflation adjusted value added for 2023

in the EU-27 and across EU Member States
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Map 8: Size class with the biggest annual growth rate in employment for 2023 in the EU -27 and
across EU Member States
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4 The expected performance of EU -27 SMEs in 2024

This chapter describes the expected performance of EUEMES in 2024. It first discusses the projected annual
growth in 2024 of SME value addedmployment, and the number of SMEs in the-EWoverall. It then exam-
ines the expected evolution per industrial ecosystem and per MS.

The projections presented here amainly based on theFebruary’s Winter 2024Economic Foreca®tof the EC,
as the most ecent forecast available at the time the projections were generaté&tie details of how these
projections are generated are provided ircamplementaryMethodology Notevailable o the EC’'s SME Per-
formance Review web paée

Sanctions against Russia arexpected to remain in place. Tensions in the Middle East are also expected to
persist, while the rise in shipping costs following the Red Sea trade disruptions is expected to have a marginal
impact on inflation. Firms have already addressed the issue divdey delays, so it is assumed that supply
bottlenecks, which choked production and pushed up prices in the near past, will not réoEcuthermore, the
implementation of the EC's SME Relief Package® is expected to alleviate many of the problems facegt SMEs.

Box 3: SME Relief Package

In September 2023the Commissiompresented an SME Relief Packageaddress the needs of Europe's
SMEsn the current economic environmerit.proposednew measurego provideshortterm relief, boost
SMEs' longerm competitiveness, and strengthen fairness in the business environment across the Single
Market.
These measures includetew proposals for a Regulation on late payments in commercial transactions|and
a Directive establishing a Head Office Tax System for SMEs. Additional initiatives aim at further boosting
SMEs' access to finance, improving the business environment and stipp&MES' growth into midaps to
unleash their full economic potentidh total, 19keyactions have been announced, antny of them have
already entered the implementation phas@&n overview of the state of implementation of the SME Relief
Package ha also been published alongside the Annual Single Market and Competitiveness Report.

4.1 Projected annual changes in key EU SME performance indicators in 2024

According to the European Economic Forecast (Wid®24 editionfrom February, in 2024, GDP is @ected

to grow by a moderate 0.9%ompared tathe previous year. All MSs are forecasted to increase their GR2BI€

7, in AnnexX2), whilst eleven othem faced a recession in 2023. On the other hand, HICP rates are expected to
fall to 3.0%, maintaining the downward trend observed the previous ydmut will remain above the ECB infla-
tion target.

Due to these stubborn inflation levelsn 2024, a declire in SME real value added is expected. Nevertheless,
employment is expected to increase, and the number of firms is dilsgly to grow for most size classeslable
4).Micro enterprises are expected to perform better across all indicateith, significant increases in population
and employment, and their value added appearing more resilient with an drgdedecrease of only0.5%,
which is at least two times smaller than the decline expected in other size clagaashermore, mediursized
companies are expected to fall in terms of number of enterprises whilst their employment augmentation is
negligible,at just 0.1%. Finally, mall firms are expected to experience stagnant population, with a limited
employment increase of 0.3% and @eclinein value added similar to that of mediursized and large compa-
nies(-1.4%,-1.3%, and-1.3%, respectively).

% https://ec.europa.eu/commission/presscorner/detail/en/ip_24. 730

2 https://ec.europa.eu/growth/smes/sratrategy/smeperformancereview_en.

27 EuropeanCommission(2024). Europeareconomidorecast:Winter2024.

28 COM(2023) 535, https://singlemarketeconomy.ec.europa.eu/publications/snatief-package_en
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Table 4: Projected annual growth in 2024 of value added (both nominal and real), employment and
number of enterprises for SMEs and large enterprises

Value Added (not | Value Added (ad-
adjusted for in- justed for infla- Employment

Number of En-

flation) tion) terprises

Micro SMEs 4.8% -0.5% 1.4% 1.1%
Small SMEs 3.9% -1.4% 0.3% 0.0%
Medium-sized SMES 3.9% -1.3% 0.1% -0.2%
Large enterprises 4.0% -1.3% 0.4% 0.2%
All SMEs 4.2% -1.0% 0.8% 1.0%
Total 4.1% -1.2% 0.7% 1.0%

Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database

4.2 Projected EU annual changes in key EU SMierformance indicators in 2024
by industrial ecosystems

This section provides a thorough analysis of the expected performance e2 EBMESs by industrial ecosystem
in 2024. It aims to compare their projected performance with that of large companiasd to highlight all
noteworthy forecastsat the MS level.

4.2.1 The performance of ELJ27 SMEs by industrial ecosystems in 202

As mentioned in the previous section, SMEs are forecasted to experience population growth in 2024. The overall
increase is expected to be 1%hile the growth rates by ecosystem vary between 0.2% (‘textiles’) and 2.5%
(‘digital’) (Table5). The employment picture is practically the same. Only one ecosystelectronics’, is ex-

pected todrop marginally, while the othel3 will show an increase. The best performing ecosystems are fore-
casted to be ‘digital’, ‘tourism’, and ‘cultural and creative industries’. Regarding real value added, the sole eco-

system whth is expected to witness a positive growth rate is ‘digital’ (0.2%).
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Table 5: Change (%) in SME value added (both nominal and real), employment and number of en-
terprises in 2024 compared to 2023 in different industrial ecosystem s

Annual change (in %) in 2024 relative Annual change (in %) in 2024 relative
to 2023 (SMEs) to 2023 (large enterprises)

Value Added
(nominal)
Value Added
Employment
terprises
Value Added
(nominal)
Value Added
Employment
Number of en-
terprises

1. Aerospace and
Defence

2. Agri-food
3. Construction

4. Cultural and Cre-
ative Industries

5. Digital
6. Electronics

7.Energy Intensive
Industries

8. Energy - Renewa-
bles

9. Health

10. Mobility -
Transport - Automo-
tive

11. Proximity, Social
Economy and Civil 4.4% -0.9% 1.1% 1.2% 4.2% -1.1% 0.8% 1.0%
Security

12. Retail 3.8% -1.4% 0.4% 0.4% 3.7% -1.5% 0.2% 0.2%
13. Textiles 3.5% -1.8% 0.1% 0.2% 3.2% -2.0% -0.4% -2.1%
14. Tourism 4.7% -0.6% 1.6% 1.7% 4.4% -0.9% 1.1% 1.3%

All Industrial Eco-
systems

4.2% -1.1% 0.8% 1.0% 4.0% -1.2% 0.5% 0.3%

Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database

4.2.2 The expected performance of ElXSMEsversus EU large enterprises across thendustrial
ecosystems in 2024

The comparison between SMEs and large enterprises yields useful conclusions about their potential across the
14 industrial ecosystems. For instance, in real value added, SMEs are expected to outperform large businesses
in eleven ecosystemsyhile large enerprisesare expected togrow in two ecosystems with ratesf 1% in

‘cultural and creative industries’ and 0.7% in ‘digital’. SMEsare projectedto decline inalmost every industrial
ecosystem exceptin ‘digital’ where they arepredicted to growby barely 0.2% (Table5).

In 2024, SMEs are expected to outpace large enterprises in employment terms as well. Their growth rate will
be higher in eleven cases, while large enterprises are forecasted to experieacginally bigger growth in
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‘construction’. Additionally, large enterprises are expected to decline in five ecosystems, while the three ecosys-
tems with the most promising forecast expect improvements for both SMEs and large firms: ‘digital’, ‘cultural
and creative industries’, and ‘tourism’.

More representative illustratiosiof forecasted changes in SMEs and large enterpriaesprovidedin Figure20

and in Figure21, which display performances in inflatieadjusted value added and employmehh most eco-
systems there is a strong correlation betweéme two size classesa more optimistic forecast for SMEs usually
entails a similar positive outlook for large firms. When it comes to real value added, however, themeistléer
(Figure20): ‘cultural and creative industries’ is expected tdall in terms of real value addedor SMEs, but rise
for large businesses. Regarding erapinent changes, the correlation is evenore pronouncedand all 14
ecosystems seem to be aligned without significant variatiof$g(rre21). Lastly, he ecosystems expected to
prosper and lie on the top right corner of both chadse the same ‘digital’, ‘cultural and creative industries’,

and ‘tourism’. Proportionally, the ecosystems found in the bottom left corner, with worse performances, are
againthe same for both indicators: ‘electronics’, ‘textiles’ and ‘energy intensive industries’.

Figure 20: Change (%) of SME and large enterprise value added (adjusted for inflation) in 2024,
by industrial ecosystem

2%
1% 4
5
R 0%
=
b
£
o
@
g 1% 3 14
| 11
12 J 8
1
: 2
29 . 10
13
-3%
-2% -1% 0% 1%
SMEs

Note: The industrial ecosystems are as follows= BAerospace and Defence, 2 Agrifood, 3 - Construction, 4 Cultural and Creative
Industries,5 - Digital, 6- Electronics, 7 Energy Intensive industries,-8EnergyRenewables, 9 Health, 10- Mobility TransportAuto-

motive, 11- Proximity, Social Economy and Civil Security;-Retail, 13- Textiles, 14- Tourism. Data are missing for some BE codes

that correspond to the following ecosystems: Afwod (NACE sector A), Cultural and Creative Industries (R, P, S94 and S95), Health (Q),
Proximity, Social Economy and Civil Security (Q, S95, S96 and T), and Tourism (R).

Source: Calculations by th e JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database

39



Figure 21: Change (%) in SME and large enterprise empl oyment in 2024, by industrial ecosystem
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Note: The industrial ecosystems are as follows: JAerospace and Defence, 2 Agrifood, 3 - Construction, 4- Cultural and Creative
Industries, 5- Digital, 6- Electronics, 7 Energy Intensive industries, -8Energy-Renewables, 9 Health, 10- Mobility- TransportAuto-
motive, 11- Proximity, Social Economy and Civil Security- Retail, 13- Textiles, 14- Tourism. Data are missing for some NACE codes
that correspond to the following ecosystems: Afpod (NACEector A), Cultural and Creative Industries (R, P, S94 and S95), Health (Q),
Proximity, Social Economy and Civil Security (Q, S95, S96 and T), and Tourism (R).

Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database

4.2.3 Expected contribution of E”J27 SMESs to the performance of the industrial ecosystems
in 2024

In 2024, the expected contribution of SMESs to changesatue added and employmemnaries a lotacross the

14 industrial ecosystems. For instance, in terms of nominal value added, all ecosystems are forecasted to
experience growth for both categories. SMEs are expetddae more influential, aghey will accaint for more

than 60% of the change in five cases: ‘construction’, ‘tourism’, ‘proximity, social economy and civil security’,
‘textiles’, and ‘retail’ (Figure22). On the other hand, their contribution will account for less than 30% in ‘health’

only.

Figurel8 in the previous chapter similarly illustrated the share of cumulative change for the period 22223

that is attributed to SMEs. If we compare this Egure 22, it canbe observed that the ranking of ecosystems

is practically the same and thus consistent over tinfdne economic performance gap between SMEs and large
firms is expected tonarrow in the coming years. In ecosystems where SMEs are more prominent than large
firms, their role is predicted to decrease slightly by 3 to 6rpentagepoints. Conversely, in ecosystems where
SMEs are currently less prominent, their role is anticipaieihcrease by an average of Sgucentagepoints.

This indicates a trend towards convergence in the performances of SMEs and large enterprises across different
sectors. The textile sector is an exception, where SMEs are projected to significantly intheaspresence,
growing from a 55% share during the period from 2021 to 2023 to a projected 63% share in 2024.
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Figure 22: Share of the change in total value added (in current prices) between 2023 and 2024
attributed to SMEs, by i ndustrial ecosystem
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Note: Data are missing for some NACE codes that correspond to the following ecosysterafmcdigiiNACE sector A), Cultural and Creative
Industries (R, P, S94 and S95), Health (Q), Proximity, Social Economy and Civil Security (Q, S95, S96 and T3na(R)Touri

Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database

In terms of employment, the proportion of thexpected change for 2024 will rely on the performance of SMEs.
In four ecosystems, namely ‘textiles’, ‘mobility-transportautomotive’, ‘energy intensive industries’, and ‘agri-
food’, the number of persons employed by large businesses are forecasted to drop, so the entire growth in
overall employment is 100% attributable to SMEBigure23). The role of SMEs is visibly prominent in seven
ecosystems, asheir contribution exceeds 70%he sole ecosystem that is forecast to decline entirely in em-
ployment is ‘electronics’, yet the decrease expected for large companies is three times bigger than that expected

of SMEsA more indepth analysis of the change ireal value added terms, as well as a detailed examination
of every indicator for each SME segment is presenteéigure 39(Annex 10)

Figure 23: Share of the change in total employment between 2023 and 2024 attributed to SMEs,
by industrial ecosystem
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Note: Sedrigure22 for related data notes
Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statis tics and National Accounts Database

4.2.4 The expected economic performance of EU Member States in terms of the industrial
ecosystems in 2024

In 2024, the industrial ecosystem forecasted to experience the biggest growth rate in employment at the EU
27 level is ‘digital’ (+2%) (Map9). Up to 2023, it was ranked second after ‘tourism’. At the MS level, ‘digital’ is
expected to show the highest growth rate amongst all ecosystems in 15 Mt&ssecond highesin three MSs,
andthe third highestin other three countries. ‘Tourism’ is expected to continue its prosperous performance as

its employment growth rate will reach +1.6%, the second highest increase. This ecosystem is forecasted to
experience the highest increase in six MSs, the second highest in three, and the third highest in mthevith.

The notable growth of this ecosystem relies mainly on its outstanding forecast in some key EU economies, as
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it is expected to be the fastesgjrowing ecosystenin ES, FR, and IT. Moreover, the outlook for ‘cultural and
creative industries’ and ‘energy-renewables’ is also relatively encouraging.

Concerning the growth rates of SME value added in terms of real prices E&lerages per ecosystem are
mostly negative. Only ‘digital’, the most promising ecosystem, stands out as an exception, with an expected
positive growth rate (+0.2%) and with forecasts placing it as the 2024 best performing ecosystem in eleven
MSsin five of them, namely IE, CY, LT, LU, PT, an actual growth is expected, while the remaining six (BG, EE, LV,
AT, PL, RO) are forecasteddmp (Map 10). Moreover, ‘digital’ is expected tabe the secondbest performing
ecosystem in seven MSs, and the third best one in two. Another ecarsysthich is expected to experience
impressive resilience in inflatieadjusted value added terms is ‘cultural and creative industries’, continuing its
notable performance from 2023, when it was ranked third. Its drop is expected to be limited up.586 & the

EU27 level. ‘Cultural and creative industries’ is expected tobe the best performing ecosystem in four MSs,
second in nine and third in eight. The perspective of this ecosystetarims of both indicators and its stalel

good performance over the yesareevaluates its potential within the EU economy. ‘Energy-renewables’ is the
ecosystem with the third best expected performance in real value added terms: its decline will not exceed
0.6%, and it will be the most resilient ecosystem in five M&sbecamnes evident that ‘energy-renewables’ will

play a significant role in the EU economy over the following years. Finally, the analysis indicates a favourable
outlook for ‘tourism’ and ‘proximity, social economy, and civil security’.
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Map 9: Industrial Ecosystem with the biggest expected annual growth rate in employment for
2024 n the EU-27 and across EU Member States
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Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database
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Map 10: Industrial Ecosystem with the biggest expected annual growth rate in inflation -adjusted
value added for 2024 in the EU -27 and across EU Member States
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4.3 Projectedannual changes in key SME perfonance indicators in each of the EU
Member States in 2024

SMEs in most Member States are expected to experience a decline in inflatijusted value added in 2024
(Map 11). Only six countries are forecasted to grow on this indicator, and their growth rates vary from 0.2%
(BE) to 6.9% (MT). These six MSs experiemeabterms growth in 2023 as well. On the ottt hand, the MSs
with the expected largest doubldigit drops are BG, RO, and GZ7(1%,-12.7%, and-10.5%, respectivéy).
Further illustrative analysisf this indicator can be found iMap 20(Annex 8)

SME employment is expected to continue its growth, as the majority of MSs will experience an increase in
persons employedMap 12). Only three countrieare expected tdace a declinein this respect namely IT, Fl,

and SE. FI constitutes the sole MS that facadd is predicted toface, sucha decrease for two consecutive
years, in 2023 and 2024. Aie most promising countries are MT (growth of 7.1%), EL (5.4%) and CY (3.1%). This
south-eastern cluster isalso expected tchave ahigh growth in value added. IE and LT are tather MSs with

a positive forecast, as thewill retain their remarkable growth rates for multiple years. Concerning the2#2U
average, it is expected to be subdued: 0.8% for 2024, as compared to 1.8% from a year ago, due to the less
impressive growth rates okey EU economies like DE (@pand FR (0.2%), and slight decrease inT £0.1%).

Map 18(Annex 8)provides similar information on the number of SkIBcross Member States.

The size class which is expected to experience the biggest annual growth rate in real value added for 2024 in
each MSis provided inMap 13. Overall, micro firms are forecasted to outperform all other size classes in 18
MSs At the same timeJarge companiesvould prevail in five, and small ad medium ssized enterprisesare
predicted toexperience the highest augmentation in two MSs eaddttro businessesre expected tgerform

better in central Europen the Baltics, and in the soutkeasternpart of the EU (RO, BG, EL, and CY). Only two
broader regions will not follow this pattern: thirst is composedof northern MSs (DK, SE, and FI), and the
secondis a cluster including AT, SI, HR and HU. The comparison between 2023 and MapZ @nd Map 13,
respectively)shows that- in 2024 - microoSMEsare expected tglay an even larger role compared to 2023,
while the contribution of smband mediumsized firmswould decline.

Concerning the growth rates per size class and MS in employment terms, the narrative is generally the same,
as micro firms are expected to experience the highest growth in 17 countries, followed by large entenpitbes
seven first placesNlap 14). The most interesting conclusion is that the conteonf Map 13 and Map 14 are
almost the same, withwo exceptions: large businesses in IT and DKpaeslictedto witness the highest growth

in persons employed, buhicro and mediurpsized firms respectivelyoutperform large enterprisesvhen it
comes to value added. In other words, these two key econondicétors are expected to grow symmetrically

in the vast majority of MSs.
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Map 11: Expected growth rate of SME adjusted for inflation value added in the NFBS in 2024 in
the EU-27 and across EU Member States
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Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Database
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Map 12: Expected growth in SME employm ent in the EU-27 and across EU-27 Member States in
2024

Source: Calculations by the JRC based on the European Commission’s Winter 2024 Economic Forecast, Eurostat’s Structural
Business Statistics, Short -Term Business Statistics and National Accounts Dat abase
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