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1.0 Executive Summary
1.1 Introduction
Despite an unsettled regional environment, the economic recovery that started in 2004
remained on track. Broad-based reforms and the adoption of the 10th 5-year Development Plan
have made significant changes in the economic and financial landscape. Notwithstanding the
progress in the reform agenda the remaining challenges are still daunting.
There has been slow but steady progress towards trade liberalisation in the Mediterranean
region since 2000, with Mediterranean countries doing significantly better than the world
average in adopting more open trade policies. Tariff reductions also continued in Syria, together
with reduction of the number of days and documents for exports but Syria still remains among
the most difficult countries worldwide to trade with.
Syria is faced with a daunting employment creation problem between now and next decades
and set to count on SMEs to provide large part of the needed jobs. These jobs are to be
sustainable (i.e. not requiring subsidies) and provide their holders with an acceptable standard
of living. Syria has recognized that the previous state oriented approach to management of the
economy has led to a static economy and a deterioration of the efficiency and competitiveness
of industry. This approach included subsidies, protective tariffs and non-tariff barriers, national
ownership of major industries and financial institutions, a relatively large and expensive public
sector and a dependency on revenues from oil export, rather than productivity of business.
The only way to achieve the established employment and GDP growth goals seems to be
through higher trade liberalization and encouragement of growth of the SME sector.
1.2 Purpose and scope of document
The specific objectives of this assignment are (i) to update the study on SME Policy and (ii) to
suggest a content and structure for a SMEs law for Syria.
The approach in the project is to (i) review and revise previous study/ies, meet relevant
stakeholders and update the SME Development Policy, (ii) provide recommendation for SME
sector future development, (iii) suggestions for an SME law that are both appropriate to Syria
and reflects best international practice.
1.3 Method
The consultants reviewed the most relevant existing studies and documents and interviewed the
key stakeholders in SME Policy development. On the basis of the early findings, i.e. that there is
not a comprehensive SME Policy and an institutional SME support framework in Syria, the
consultants focused more on the need to leave behind a basic mechanism or methodology to
formulate the basic policy infrastructure for enterprise development.
Efforts have been made to combine the ―fresh eyes‖ of an independent external advice with the
need to formulate proposals that are feasible and reflect the local conditions. Additionally, for
the proposal to respond to international best practices, the SME Policy Index 2007 has been
used to countercheck the assessments and recommendations provided in this paper.
1.4 Findings
The Consultants first finding was that there is not evidence of a comprehensive and coherent
SME Policy framework at present in Syria. There is a need for a point where to start, to start to
point in the right direction, build where possible on what has been done and coherently plan
what will be done; something different from many of those one-off actions top-down in a
complete chaos, as a bad attempt to quickly implement a programme or a project to show that
something is being done for SMEs.
Despite the political willingness that exists to promote SMEs, there is no clear strategy for SME
development, coupled with a lack of effective support institutions, an undeveloped network of
business service providers and a substantial implementation gap.
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To summarise, in Syria the following cornerstones of a solid and coherent SME Policy
framework are missing:







There is no official SME definition
There is no SME Development Strategy
There is no SME implementing Agency
There is no SME Promotion Law
There is a single institution in charge of SME policy elaboration but it is not operative
and it has no budget.
There is not a systematic mechanism of public-private dialogue on SMEs related issues

It is clear that a coherent SME Policy framework does not exit in Syria, at the moment.
A coherent SME policy framework constitutes an integral component of the overall economic
development policy; otherwise any strategy just freestanding will be a failure. SME Strategy is
not to be seen as a one-off action: it is active monitoring and self-feeding for new objectives and
new targets, a learning by monitoring exercise for future formulation and implementations.
1.5 Conclusion and Recommendations
The main conclusion of the study is that the Government should urgently respond to this
vacuum by moving towards “institutionalising” SME policy. The proposals are to:
I. Develop a coherent SME policy framework linked to broader economic and social
goals; SME development should be mainstreamed into the national development
framework, right into the heart of Government.
 Draft an SME Definition. When aiming at its development, one should start from
the concept (definition) of the small and medium enterprises. The defining of
these entities is extremely important since it affects their status and enhances
their importance in the overall economy. The definition of the small and medium
sized enterprises has to be unified, unambiguous, comprehensive and adjustable
(when required by changes in the economic and regulatory conditions).
 Elaborate and endorse a National SME Development Strategy document with
priorities well formulated, largely reflecting the current situation and the basic
problems that the Syrian SME sector faces and based on large consensus
among stakeholders on the financial resources needed for its implementation.
The State Planning Commission will make sure that the Strategy is integrated
into the FYP
 Draft the Law on SME Promotion to provide the solid foundations where to base
a set of clearly identified directives and actions that lead to a better legislation
and regulations for SMEs.
II. Create/strengthen appropriate institutional infrastructure for development and
implementation of SME strategies;
 With the assumption of the adoption in the near future of an SME Strategy, there
is an urgent need for a decision about the future structure and definition of
responsibilities of SME policy a) making, b) implementation and c) delivery in
Syria.
 Strengthen the SME Department of MoET as the single institution in charge of
SME policy making. A single fully operational institution responsible for SME
policy elaboration, drafting and co-ordination, which provides for the direction of
government policy towards the SMEs development and growth, formulate SME
policy and secure the resources.
 Create the SME Agency as the single institution in charge of implementation of
the SME Strategy. A main body responsible to design, to manage and to monitor
the opportune programmes, measures and actions adopted at government and /
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or donors level, in co-ordination with relevant Ministries having impact on SMEs
and with the business community; have a recognised advocacy and policy advice
role (e.g. ensuring that legislation is consistent with supporting SME
development); be well funded and well staffed, with a clear working structure;
show effectiveness in supporting SME development and operate with full political
support.
 Strengthen the Network of Business Service Providers that represent the
direct operational link with the SMEs by delivering the support programs to the
final beneficiaries the SMEs.
III. Monitor the needs of the SME sector as well as the impact of different policies and
produce information on this on a systematic and continuous basis in order to
support effective policy formulation;
 Establish an SME Observatory within the SME Agency, to use the best available
evidence from a wide range of sources, making sure that all policy decisions are
underpinned by sound evidence and analysis. The Agency will ensure that all
decisions that affect SMEs are only taken after reviewing the evidence on what is
needed and what actually works – and where the lessons learned in the delivery
of products and services are fed back into the further development and review of
the strategy.
IV. Promote public–private sector partnership in policy formulation by enhancing the
dialogue on SMEs between business, representative organizations and public
bodies;
 Initiate a large public consultation process for the first draft of the SMEs
Definition, SME Law and SME Strategy.
 The SME Department and the SME Agency will need to raise entrepreneurs‘
awareness of their activities and ensure that they are able to contribute to the
policy making process.
 Public consultation should be introduced as mandatory by Syrian laws and
Government regulations
V. Develop the competency of representative organizations to participate actively in
the policy dialogue.
 Set up an SME Forum. Call twice a year for a forum where SMEs, Chambers,
Associations, BSPs, Banks, Consultants, Donors and Media can join to discuss
SME related issues.
 It will have an independent role for a more transparent process of consultation
with the business community, donors and stakeholders with respect to all SMErelated issues and activities

1.6

Recommendation: A call to action

On the SME Definition:
1) The SME Department nominate a restricted ad-hoc commission of 5 experts to elaborate
the very first draft of a transitory SME Definition before submitting to public consultation.
Timeline: 2 weeks
2) Open a consultation process with all stakeholders all over Syria in order to get
agreement on the proposed draft definition and to fine-tuning the amounts of the
thresholds. It would be enough to set up a small task force to hold 6 workshops with all
key stakeholders in each of the following most important areas: Damascus, Damascus
rural, Aleppo, Homs, Hama e Lattakia that have the highest number of enterprise.
Timeline: 2 weeks
3) The ad-hoc commission should use a questionnaire and a reporting system to come to a
draft final definition by the same restricted ad-hoc commission. Timeline: 1 week
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On the SME Promotion Law
a) The Government should give a good example of transparency by:
1. Setting up a Drafting Committee to prepare the SME Promotion Law first draft
2. Initiate public consultations process with stakeholders for each of the revised draft
versions by also allowing for a closer cooperation between the government and the
donors community (donors may fund studies or researches and support in writing new
laws and regulations)
3. When a final draft has been reached, then transform the Draft Committee in an
Implementation Task Force (then to monitor the application of the law and ensure its
proper enforcement (in particular through appropriate subordinate regulations).
The Implementation Task Force will consequently draft the implementing decrees, advocate
changes to existing laws in conflict with the spirit of the Law on SMEs Promotion and ensure
that new draft laws being prepared will not contradict it.
b) A public consultative process should be initiated by the SME Department of the MoET. It is
recommended this consultation to be organized at the same time with the public consultation on
the first SME Definition.
c) The creation of a national business register is crucial together with a law on business
registration or its integration within the Company Law.
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2. Background
2.1.

Introduction

Syria is stepping up reforms to become a ―social market economy,‖ and accelerated changes
are widely expected during this year. But with the country projected to become a net importer of
oil in 2008/2009 and the structure of a command economy still in place, deep and radical
change cannot come too soon.
A fundamental shift is needed in the state‘s role. Oil production is trailing off dramatically.
Subsidies on fuel and commodities are an example of state drainage of the economy and one of
the most pressing - and politically sensitive - concerns.
Creating jobs for a burgeoning population is one of the most urgent challenges for Syria. New
entrants to the job market number 250,000-300,000 per year, but the economy only creates
180,000 new jobs. The realization is dawning that only a dynamic private sector can fill the
gaps.
Syria‘s economy has the potential to be one day among the region‘s most diversified.
Syria‘s potential for diversification is high, but will take a radical overhaul of state structures and
institutions. With free trade agreements (FTAs) with GAFTA countries, Turkey, Iran, Iraq and the
Gulf - not to mention an anticipated EU agreement currently held up for political reasons Syrian manufacturers have no shortage of markets.
However, FTAs hold severe risks as well as promise in a country where, for decades, industries
remained deliberately small - 95% of companies employ 10 people or less - for fear of
nationalization.
The government and rapidly developing private sector need to focus on supporting small and
medium-sized enterprises (SMEs), the backbone of Syria‘s economy, to help them upgrade if
growing free trade is not to destroy local businesses and harm Syria‘s balance of payments.
Providing a transparent and adequate regulatory environment is crucial to enabling private
companies to compete.
The SMEs play a dynamic and driver force in the extension and pushing the economic activity
level, both at regional and national level.
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3. Macroeconomic developments
According to IMF preliminary conclusions of the consultations held in May 2007, Syrian
economy did remarkably well in 2006.
Despite an unsettled regional environment, the economic recovery that started in 2004
remained on track. Broad-based reforms and the adoption of the 10th 5-year Development Plan
have made significant changes in the economic and financial landscape. Notwithstanding the
progress in the reform agenda the remaining challenges are still daunting.
The following are the main indicators:


Non-oil GDP growth tentatively estimated1 at 6-7 % and overall GDP growth of 4½ – 5
percent.



Private investment gathered momentum but a real take-off does not seem to have
materialized yet.



Exports are estimated to have increased by about 30% in 2006.



Inflation on average below 8 % in March 2007, projections show 14.4 % for 2007.



Exchange rate unified.



Private sector reforms boosted the contribution of the private sector to non-oil GDP
to above 80 %.



Unemployment below 10 %, but unofficial rates shows 20-25 %.



Fiscal deficit was contained thanks to timely and significant fiscal adjustment that
largely offset the decline in oil revenues.



Taxation shows more efficient and equitable taxes and tax administration has been
modernized to support the new tax legislation.



Statistical data are still very weak: the main drivers of the ongoing economic revival,
namely exports, private investment, and private sector activities in general are not
adequately surveyed.



Next 10 years challenging scenario: macroeconomic instability will heighten and the
growth momentum will falter if the government willingness to undertake the difficult
fiscal reforms ahead decreases and if the structural reforms drive is not sustained
and accelerated.
3.1.

Trade liberalization in the Mediterranean Region

Overall, there has been slow but steady progress towards trade liberalisation in the region since
2000, with Mediterranean countries doing significantly better than the world average in adopting
more open trade policies.
In the last six years, for example, Mediterranean countries have managed to narrow the gap
with the rest of the world as regards tariff barriers: while in 2000 they had the highest level of
protection in the world, by 2006 average tariffs had fallen considerably to 16.8%, highlighting
1

“Economic analysis and macroeconomic management are complicated in the statistical vacuum in Syria. Given the
data weaknesses, the mission’s assessment is only tentative” (IMF, Article IV Consultations - Concluding Statement
16 May 2007)
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the growing efforts to moderate the average tariffs applied to goods. From 2000 to 2006, Egypt
abolished import fees and surcharges incompatible with GATT, Jordan joined the WTO and
Algeria significantly reduced its maximum tariff rates and rationalised its tax and tariff structure,
all of which puts them at the forefront of trade policy reformers in the region. Tariff reductions
also continued in Syria, although it has not yet ratified the Association Agreement with the EU.

Trade liberalisation implies, however, much more than reducing tariff barriers.
Several milestones in the opening of trade have been reached in the region over the last six
years:
-

-

-

New Pan-Euro-Mediterranean Protocol of Origin has been adopted by some
Mediterranean countries (Morocco, Israel, Egypt, and Jordan — in July 2006), which
extends the pan-European system of origin cumulation to the Mediterranean region;
Association Agreements with the EU have entered into force in Algeria, Morocco,
Jordan, Lebanon and Egypt, adding to the existing agreements with Tunisia and the
OPT2; and
Action Plans under the European Neighbourhood Policy (ENP) 3 have been agreed
with Jordan, Morocco, the OPT, and Tunisia. Lebanon and Egypt have recently adopted
their Action Plans (in January and March 2007, respectively), paving the way towards
deepened economic integration with the EU.

In spite of these efforts, trade in the Mediterranean region is still burdensome in terms of
time, costs and the number of procedures involved in trading across borders, with Syria and
Algeria topping the list in 2006 on an index measuring difficulty in trading. Nevertheless,
progress in trade facilitation accelerated in the region during 2006. Egypt, Jordan and
particularly Syria have reduced both the number of days and documents needed for imports,
and Syria has also reduced the number of days and documents for exports (although still
remains among the most difficult countries worldwide to trade with).
Trade facilitation efforts have not gone unnoticed by private investors in the region. FDI in
Mediterranean countries soared in 2006, largely driven by the surpluses generated by the oilboom revenues in the Gulf countries.
2

The Association Agreement with Syria remains to be put into force.
European Neighbourhood Policy: Economic Review of EU Neighbour Countries by Directorate-General for
Economic and Financial Affair Number 30 - June 2007
3
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In sharp contrast with the efforts undertaken by Mediterranean countries to increase their
economic integration with the rest of the world, economic integration within the
Mediterranean region is still no more than embryonic and has so far failed to deliver the
expected results. Some countries have made efforts to improve regional integration, such as
Syria4, which has signed twelve cooperation agreements with Iran in several areas ranging from
energy to agriculture, and Jordan, which has negotiated a free trade agreement with the Gulf
Countries including areas such as insurance and banking, agricultural products and the
movement of persons.
Clearly, these attempts to deepen regional integration are steps in the right direction, because
they help facilitate the movement of goods and services and improve the attractiveness of the
region for foreign investors. But the economic benefits of opening domestic markets to
neighbours would be much higher if trade liberalisation were to go beyond just free trade in
goods and services. This is a key premise of the ENP, which advocates economic integration
including “behind-the-border” issues such as addressing non-tariff barriers and
progressively achieving comprehensive convergence in trade and regulatory areas, such as
technical norms and standards and trade-facilitating customs measures, among others. Indeed,
boosting the competitiveness of the region will increasingly depend on this type of reform, rather
than on comparative advantages based on pay differentials among unskilled workers. Overall,
behind-the-border trade reforms have been slow to emerge in the region mainly because they
touch upon areas traditionally used as last resorts to protect domestic markets.
3.2.

Trade liberalization in Syria

In general, available data on Syrian external trade are not fully reliable due to a number of
factors:

Widespread incorrect custom declarations to elude taxation;

Incomplete accountability of commercial exchanges with Iraq;

Ongoing custom reform resulting in delays in data collection and

Occasionally, the application of different exchange rates.
That said, a common noticeable feature of Syrian trade patterns is that commerce with the EU,
which remains Syria's main trading partner, is decreasing mainly to the advantage of Turkey,
but also of Saudi Arabia and Iraq. This, apparently, is particularly the case for exports, more so
than imports. For the near future, Syrian imports (including EU imports) are expected to
increase in line with the high growth rates of the developing Syrian economy, the massive inflow
of Iraqi refugees and the elimination, foreseen for the end of 2007, of the ―black list‖ for imported
products. Furthermore, the completion of the customs reform will result in greater reliability of
trade data.
Oil-related products currently represent the largest part of the Syrian balance related to EU
trade. The Association Agreement with the EU, once ratified, is likely to give a further impulse
to Syrian-EU trade relations. The non-oil current account balance improved, contributing to
maintaining external balance despite the sharp fall in net oil exports. Public and external debts
remained moderate; and official reserves covered close to two years of imports. Similarly, the
non-oil budget balance improved further, although mainly due to the increase in transfers from
public enterprises.
As mentioned, Syria has contributed to regional integration: Syria and Iran signed 12
cooperation agreements at the end of the Syria-Iranian Higher Committee meetings in Tehran.
These agreements involve cooperation in the fields of energy, information technology, medicine,

4

Starting January 2007, a new Free Trade Agreement between Syria and Turkey has come into force and it is likely
to further contribute to the increase of trade and exchanges between the two countries.
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housing and urban development, and agriculture. The establishment of a committee for joint
investment has also been agreed.
Syria is focusing in particular on promoting the restoration of order in Iraq, one of its major
trading partners, so that it can strengthen its links with this country: with the ongoing instability in
Iraq, the increasing trade with Iran has to be shipped through Turkey. However, Syria aims to
have its rail network connected to that of Iraq and Iran, which would lead to more efficient
shipment and would contribute to the integration of the economies of the three countries.
According to some estimates, Syrian-Iraqi bilateral trade amounts to almost USD 3 billion,
though more than half of this is believed to be unregulated activity across the border by private
citizens. Syria, along with Iran, may be being singled out by the US as enemies to the peace
process in Iraq but Damascus is working hard to get a piece of the Iraqi market.
3.3.

Financial sector reforms

In 2006 the Syrian government approved amendments to the banking law; according to the new
amendments, the minimum capital requirement for a private bank has been increased from USD
30 million to USD 100 million. In addition, the minimum capital requirement for an Islamic Bank
has been increased to USD 200 million instead of USD 100 million. The government also raised
the foreign ownership ceiling in Syrian banks to 60% instead of 49%.
Despite the fact that some initial steps at reforming the banking and financial sectors have
recently been taken, the Syrian financial system is still dominated by state-owned banks and
remains largely undeveloped. Financial sector reforms appeared however to regain some
momentum in 2006 and are likely to proceed further in the near future, supported in particular
by the new minister of Economic Affairs. A stock market is expected to open in 2007.
3.4.

Public institutions and public finance management

Official and reliable data on public institutions, public finance and, more generally, the fiscal
stance are usually not readily available in Syria. However, recently, the government seems to
be more aware of the adverse medium-term prospects for the public finances, mainly due to the
progressive depletion of oil reserves, and so the authorities recently adopted a Five Year Plan,
which aims to address this substantial challenge. The plan outlines a comprehensive
stabilisation and structural reform strategy.
Moreover, an action plan specifying tangible policy measures for the next two years has just
been finalised.
3.5.

Private and foreign investment in Syria

Encouraging private and foreign investment in Syria is one of the most prominent objectives of
the 10th Five Years Plan. Despite a recent increase in the foreign direct investment inflows to
Syria, the business environment is still considered weak. The government is now taking
measures to encourage more investors to operate in the country. The latest step in this direction
has been the enactment of two new laws on private investments:
 Decree N° 8/2007, considered as the first law in the ―economic openness process‖
represents a substantial shift toward increasing the role of the private sector and
encouraging foreign investments and (see next Box 1 outline)
 Decree N° 9/2007, which establishes the Syrian Investment Commission as the successor
of the Investment Bureau, widening and strengthening its authority.
It is worth considering what the impact of the new investment rules on the Syrian economy
will be. With regard to this, the most important and controversial change introduced by the law is
the elimination of the tax exemption.
This could be seen by investors as a negative signal, and is feared to decrease domestic and
foreign investment in the country. However, in 1991, when the previous regime was introduced,
the income tax on the highest income bracket reached 63%. Nowadays, income tax can be as
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little as 14%, according to the dynamic tax reduction system adopted in the income tax law
(which allows companies to reduce their income tax if they meet certain criteria). As a
consequence, according to the government, the tax exemption was no longer justifiable.
Furthermore, the authorization of repatriation of profits without any restriction is expected
counterbalance the negative effects and to contribute to increasing FDI in the country.

Syria: The new investment law
The sectors covered by the new investment law are broad: industry, oil and gas, energy, agriculture, environment,
transport and IT services. However, the new law does not impose any regulations on tourism, real estate or the
financial sectors (tourism and the financial sector are already governed by specific laws and institutions, while
investment in the real estate sector should be regulated by a new law expected for the near future).
The most substantial changes introduced by the new law are as follows.
1. End of tax exemptions - Investment will be subject to income tax law N° 51/2006. In real terms, this is an
elimination of the tax exemptions granted by the previous investment law of 1991, which offered tax holidays for
investors up to 7 years. This is one of the main issues of the new law. However, the Higher Council for Investments
has the right to adopt a different tax treatment for projects of “higher importance to the national economy”.
2. Dispute settlement process - Any dispute between an investor and the Syrian public entities should be resolved in
a “friendly manner”. If this is not possible, four other ways are possible: i) arbitration; ii) the Syrian judiciary; iii)
the Arabic Investment Court established by the 1980 agreement concerning investments between Arabic
countries; iv) the Investment Protection Agreement signed between the Syrian Arab Republic and the investor
country. The law also states that the Syrian courts should deem all investment-related disputes as “urgent”.
3. Right to repatriate funds - Investors now have the right to repatriate the annual profits achieved by the invested
funds in a convertible currency after paying the relevant taxes while law N° 10 restricted repatriation of profit to
income derived from exports. They are also allowed to repatriate their share in the project upon the liquidation of the
project in a convertible currency, and are authorized to repatriate the invested funds if unforeseeable forces
prevented the establishment of the project. Furthermore, any foreign employees in the project can repatriate 50 % of
their income and 100 % of their end-of-service compensation.
4. Exemption on customs duties – Exemptions will continue to apply: any project licensed under this new law is
authorised to import all that is necessary to the completion of the project itself, without being subject to import
duties (all fixed assets and means of production are exempted). Means of transportation are also concerned, as long
as they are used only for the purpose of the investment.
5. Right to buy land and buildings - According to Decree No.8, the investor has the right to buy the land and the
buildings needed for his project. He is also allowed to exceed the ownership ceiling for land if this land is used for
the purpose of the project.
6. Set up of the Investment Commission - The Decree N° 9 establishes the Syrian Investment Commission which
replaces the Investment Bureau. While the latter was operated as a “mailbox” to transmit investment requests from
inventors to the Higher Council for Investment, chaired by the Prime Minister, the new Commission will license
projects directly. The main responsibility of the Higher Council will be, from now on, to draw up national
investment strategies and policies. The new Commission will come under the responsibility of the Prime Minister's
office and is entitled to set up offices within and outside Syria to help promote the investment climate. It will also
act as a “one-stop shop” for investors where they can carry out all that is necessary without having to consult other
Ministries or Government institutions. It will also be in charge of preparing an investment map, simplifying
investment procedures and providing data to investors.
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4. Business Climate
4.1.

Governance

As with other countries in this area, the governance situation has globally worsened, particularly
with regard to government effectiveness and, to a minor extent, political stability and regulatory
quality.

In 2007 Syria ranked as the 142nd (out of 161 countries) freest economy in the world
according to the index calculated by the Heritage Foundation. On a regional basis, Syria is
ranked as 15th out of 17 countries in the Middle East and North Africa Region. Syria ranks well
in the fiscal and monetary fields where it is in the 88th percentile and 68th percentile,
respectively. However, it ranks very low in financial and investment freedom, property rights and
corruption. The most prominent advance has been recorded in the field of facility of employment
of workers (14 positions, to the 89th place). Administrative simplifications in starting a business
and dealing with licences have also improved the general doing business picture. However,
investor protections seem, relatively, to have regressed.

4.2.

Doing business

Notwithstanding the good progress achieved so far in improving the business climate and
reducing the costs of doing business, a lot more remains to be done.
Creating the number of jobs needed to cope with growing populations and rising numbers of
entrants in the labour market greatly relies on maintaining and accelerating the current rates of
economic growth and on pursuing further reforms to improve the business environment. This is
all the more important in a context characterised by the limited ability of the public sector to
further generate employment.
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Syria still ranks 130 out of 175 countries in the World Bank‘s Doing Business 2007 report,
and compares unfavourably to other competitors in the Middle East and North Africa region.

Ease of...
Doing Business
Starting a
Business
Dealing with
Licenses
Employing
Workers
Registering
Property
Getting Credit
Protecting
Investors
Paying Taxes
Trading Across
Borders
Enforcing
Contracts
Closing a Business

2006

2005

Change in

rank

rank

rank

130

135

+5

142

146

+4

87

92

+5

89

103

+14

88

87

-1

117

117

0

118

114

-4

59

59

0

147

161

+14

153

153

0

77

75

-2

Removing barriers to competition in product markets and tackling major weaknesses such as
the high costs of contract enforcement, trading across borders, starting a business, and property
registration can have a large payoff in increasing labour productivity and promoting the Syria‘s
export potential. The authorities are encouraged to speed up the process of adopting the new
competition law, and the needed amendments to the company law.
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4.3.

Starting a Business in Syrian Arab Republic (2006)

This table summarizes the procedures and costs associated with setting up a business in Syrian
Arab Republic. The challenges of launching a business are shown below. Included are: the
number of steps entrepreneurs can expect to go through to launch, the time it takes on average,
and the cost and minimum capital required as a percentage of gross national income (GNI) per
capita.

5

Indicator

Syria

Region OECD

Procedures (number)

12

10.3

6.2

Time (days)

43

40.9

16.6

Cost (% of income per capita)

21.1

74.5

5.3

Min. capital (% of income per capita) 4,233.5 744.5

36.1

When a business star-up is located in an Industrial Zone, the number of procedures and the
time spent are substantially reduced thanks to OSS on site.
4.4.

Labour market

One of the fundamental factors behind the poor business environment in Mediterranean
countries is highly restrictive labour market regulation.
For the last three years, the progress made by the MED region in reforming the business
environment has been in line with the world average, with reforms concentrating on easing the
conditions for starting a business and enforcing contracts. This points to the need to pursue
efforts in other areas that remain the greatest obstacles for doing business:
- High licensing requirements
- Inefficient courts (872 days to enforce a contract in Syria)
- Employing and firing workers
Region-wide, reform efforts have largely focused on improving the ease with which workers can
be hired by expanding the power of businesses to employ temporary workers, but restrictions on
firing workers still remain in place. This is the case with Syria and Egypt, where there are no
problems hiring workers (ranking 0 in an index measuring the difficulty of hiring) but greater
obstacles to firing workers (50th position for Syria and Egypt with a ranking of 100th, meaning
total rigidity).
The labour market in Syria faces strong supply pressure, with both current and prospective high
unemployment. The labour force is expected to grow at a sustained pace (4% yearly
average over the next 20 years) and the long-awaited reform of the public sector is likely to
result in an additional influx of civil servants made redundant. Some 90% of the Syrian
workforce is employed by the state, and under Syria‘s very rigid labour laws, only the Prime
Minister can fire them.
On the other hand, the education system, including vocational and technical training, should
be significantly upgraded to better match the needs of the national labour market: Syria‘s free
and universal education system places little emphasis on professional skills. The recent
decision to allow private universities has been welcomed by the private sector as a step in the
5

World Bank - Standardized company: Legal Form: Private Incorporated Company; Minimum Capital Requirement: 3,000,000
City: Damascus
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right direction. A major obstacle to creating a competitive market economy in Syria is the low
level of technical training.
The government has cautiously taken steps to develop active labour market policies, including a
labour market observatory, apprenticeship training schemes and upgrading the national system
of technical and vocational education and training. In September 2006 the Agency for
Combating Unemployment, created in 2002 to provide entrepreneurship training, micro-credits
and a guaranteed employment programme, has been replaced by the Public Commission for
Employment and Projects Development. However, in the absence of real and comprehensive
employment and education strategies, including a strategy for life-long learning, and a labour
market liberalisation that should reduce the costs of hiring and firing workers, these initiatives
are not sufficient to address the country‘s daunting employment challenge
4.5.

Remarks

Syria is faced with a daunting employment creation problem between now and next decades
and set to count on SMEs to provide large part of the needed jobs. These jobs are to be
sustainable (i.e. not requiring subsidies) and provide their holders with an acceptable standard
of living. Syria has recognized that the previous state oriented approach to management of the
economy has led to a static economy and a deterioration of the efficiency and competitiveness
of industry. This approach included subsidies, protective tariffs and non-tariff barriers, national
ownership of major industries and financial institutions, a relatively large and expensive public
sector and a dependency on revenues from oil export, rather than productivity of business.
The only way to achieve the established employment and GDP growth goals seems to be
through higher trade liberalization and encouragement of growth of the SME sector.

5. SMEs in the Syrian economy
5.1.

SMEs – the Backbone of the Economy

In all countries in transition, small businesses play an important role. The small business sector
contributes in many ways not only to the economic, but also to the political and social
development of the country. The major functions of small businesses are the following:
 Job Creation: while many big firms are downsizing, small businesses often offer job
opportunities, in particular, when they operate more successfully on the market after
having improved their performance.
 Competition: an increasing number of small businesses will increase the competition on
the local market, thus reducing inefficiencies resulting from the former economic
planning system.
 Local Development: increasingly competent small businesses are expected to have a
direct positive impact on the development of the local economies. Benefits could be e.g.
the contribution to local revenues, the allocation of new products and services on the
market, the provision of new jobs and thus tax income from businesses and individuals.
 Economic and Political Democratisation: increasingly competent small businesses
have a positive impact on democratic structures in the region, since they could
decentralise the economic power from a few big firms to many small ones. Small
businesses can easier work on the market independently of their political orientation
than big firms. In small businesses - in contrast to big firms - technical capacities may
often be more appreciated than the membership of a party.
 Supply of Goods and Services: Small businesses often play the role of suppliers to
bigger firms - or to other small businesses - in the region. By assuming this role, they
can reduce the dependency on imported goods having a positive impact on foreign
currency reserves.
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For many years now, expectations concerning SMEs have been growing rapidly across the
world, both in developing and developed countries. But, SMEs can‘t play an important role in
this transition economy if the institutional and regulatory environment doesn‘t improve to follow
the liberalisation mechanisms.
Traditional enterprises without any new concepts of management and flexible production
systems, with rigid administrative structures and lack of regulatory institutions mean that the
SMEs lose a lot of opportunities offered by the present free trade movement and opening
economy.
Syria is today a country on the road to reform. Since 2001 Syria has been gradually moving to
open up its economy to free trade and to giving private sector a leading role in its economic
development.
The development of the small and medium enterprises is a priority for the difficult economic
situation in Syria.
5.2.

The private sector

Economic reforms are being put in place: several measures have been introduced in different
domains to improve the business environment, particularly on issues relating to foreign trade,
banking services and foreign exchange.
In the vacuum of statistical data that Syria is facing today, reliable statistics on SMEs or surveys
are not available (with few exceptions of relative usefulness as those surveys implemented
within projects or studies). This is not a surprise given that there is not an official SME definition
in Syria.
According to the 10th 5-years Plan, the private sector:
 Contributes to 62% of the GDP
 Contributes to 34% of total investment, which has decreased from almost 62% of total
investment in 1992 (this is clear evidence that there is no available encouraging
investment climate. The effects of the new Investment Law are expected to bring new
hopes in the near future)
 Exports reach 56% of total exports excluding oil, but high technology exports are very
low as 0,6% of total exports.
 Imports reach almost 75% of the Syrian total imports; this is due to trade liberation
procedures and investment law no /10/. But the raise in private sector imports of medium
and capital products has not reflected positively on increasing exports of manufactured
and semi-manufactured materials, which remain 20% of the total exports.
 Estimations recognize that 96% of the private sector enterprises are individual
projects and 4% are in the form of companies. Estimations from the Central Office for
Statistics shows that 63% of current establishments have only 1 worker, while
almost 0.04% of the establishments have more than 50 employees, therefore,
private companies are considered small and medium projects and are of individual
nature, and most are stores belonging to their owner only.
 Employment in the private sector represents in 2003 almost 73% of the labour
force working within economic activities, and employment in the informal private sector
reaches almost 52% of the private sector total employees. This gives evidence of the
large size of the informal sector estimated at more than 40 % of the private sector.
Others say that 60% of companies are not registered.
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Shoes manufacturing in Aleppo





80.000 companies with average employees 8 to 60.
Starting capital for a very small company with low technology is 10.000 USD.
Salary for a good qualified worker is 300 USD.
Exports to Russia, Arab Countries and Europe with no labels and through
agents.
 Problems: need better legislation, employee‘s registration is time consuming;
importing materials needs to be subcontracted to agents and intermediaries.
 Better conditions during last 2 years, permission in the Industrial Zone in 2 days
– if you work legally time is reduced quite a lot.

5.3.

Problems faced by SME sector

Despite the good progress achieved so far in improving the business climate and reducing the
costs of doing business, a lot more remains to be done.
Syria is exposing SMEs to more intense international, regional and internal competitions but
without a comprehensive strategy to build the necessary skills, capabilities, infrastructure and
institutions. SME‘s competitive weaknesses reflect poor domestic capabilities: technological
lags and stagnation, low levels of investment and shortages of skilled labour. It also reflects a
poor business climate: private enterprises hampered by pervasive controls and by an
unpredictable bureaucracy, poor infrastructure and high hidden costs of doing business.
Taxation and bureaucracy
 Due to mainly to the complicated business process, inappropriate practices and secrecy,
in Syria there is a clear lack of transparency and disclosure of financial statements and
trading transactions. The quality and quantity of financial statements in Syria is very low
and there is a shortage of competent accountants.
 There is a very low enforcement of existing laws, which leads to high levels of tax
evasion encouraged also by the high levels of tax rates. A new set of tax laws is
presently being promulgated with a more reasonable level of tax rates but higher
effective penalties for evasion.
 Entrepreneurs are not yet prepared to share the financial statements and this is also due
to an existing ethical and cultural gap
Access to finance
A dynamic private banking sector is now leading financial sector growth of the country.
However, it is still difficult for small firms to get access to credit.
 The lack of financial statements creates a major problem to the banking sector. Their
main source of income is from lending and they find risk assessment extremely difficult
when there are no historical figures to substantiate loans requests and no professionally
prepared financial projections. This situation usually results in banks taking property as
security for even small loans to ensure the lending exposure is minimised. Other than
lending, banks have few other opportunities to generate income because as yet there
are no money markets or other means of trading.
 Law n. 15 enacted in February 2007 allows the establishment of financial institutions that
will provide small loans and micro-finance. Audi Private bank is launching a Small Loan
facility for SMEs. KwF German Fund is in the process to set up a Micro Financing Bank
with the main objective to address the needs of lending to SMEs with no restrictions in
terms of credit amounts to apply for.
 High guarantees and collaterals required (up to 200 % of the requested credit);
 Only short-term credit available (up to 6 months); no long-term credits available for
SMEs
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Banks do not have experience to offer medium and long-term credit to enterprises other
than large public companies
The largest part of SME financing for both capital and commercial needs, is covered by
access to non-banking financing: personal sources as parents, friends, other companies
and the like
Banks, both private and public, have limited experience in creating the right products or
dedicated windows for SMEs.

SEBC is now undertaking a study on the feasibility of establishing a Credit Guarantee Fund for
SMEs. The idea under evaluation is to set-up a 40 Million Euro Credit Guarantee Scheme run
by donors (IFC, KwF, EIB and little contribution from the Central Bank) for 2-3 years and them
moved out to pass the management to locals with stronger contribution form the Government
and Central Bank. The credits could be linked to job generation per credit or to finance specific
industry sector.
The major barriers to an effective run of the CGS are the absence of the very much need
Bankruptcy Law, Credit Bureau and Rating Agency.
Insufficient support structures or measures
The situation of non-financial support measures, in particular the offer of business development
services, has been improved, but does often still not meet the needs of the small firms, neither
in their attempt to set up a business nor in their day-to-day struggle for survival or in their growth
process.
The FYP gives to the Chamber system a new role to support entrepreneurs by providing them
with new and quality services. The SME Department of MoET, as the new focal point in the
Government for policy and planning for SME development is supposed to implement the plan
on BSP Network development. The issue is the capacity and capability and resources to
implement it.
The Chambers are not only still missing tools to support SMEs, but they are more likely to act as
a lobbing business club for its members rather than embracing a role of reformers.
Lack of confidence from the Government on private business and the ineffectiveness (or more
correctly the lack of interest) of the Chambers system in bringing the needs of SMEs to
Government, complete the scenario.

Industrial Zone Aleppo











No different incentives for SMEs and large companies
Light industry >5 Hp, 8-15 employees, 450-600 sqm lots; large enterprises more than 100
employees
Waste waters treatments is the major problem / long term loans needed for that purpose
OSS for all procedures. Nowhere else such service. Entry costs for companies: 20 USD x sqm. +
Electricity. Payments 1/3 at entry, then 2/3 in 6 month instalments.
5-8 % kicked-out! Wanted to speculate in land, financing not approved or changed of plans
COE + Board (5 private sector + 10 institutional officials) under umbrella of MoLA and Ministry of
Environment
Foreign Syrian capital in the IZ: 20% for a total 1,3 billion USD. Arab off-shore capitals coming
back to Egypt, Jordan and Syria.
Foreign companies in the IZ: 10 %
No Incubation provided in the Zone: under preparation long-term agreement with ACU to build
infrastructures for 15 million SYP
High-Tech park with Aleppo University underway, it should start with 1 year
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Insufficient entrepreneurial culture
Many entrepreneurs are lacking an entrepreneurial mind-set and relevant business skills, in
particular new managerial and marketing skills, in order to face the transition process from a
planned (and political controlled) economy to a free market economy.
Insufficient interest and lobby groups
Most Syrian entrepreneurs are not properly organised. Well functioning business associations of
SME – with a clear vision for lobbying – are still rare, but slowly emerging. The institutions
traditionally existing in the country are often still very bureaucratic and do not respond to the
needs of SMEs within the market economy.
5.4.








SWOT analysis of SME sector and business environment

STRENGHTS
Stable macroeconomic growth and positive
trends in SME sector: Syria toward social
economy market
Entrepreneurial cultural and opening markets
(GAFTA, EFTA, bilateral agreements, free trade
liberalization mean new opportunities)
Improvement of situation in banking sector
New international and Arab investors (Gulf
countries)
Establishment
of
Small
and
Medium
Entrepreneurship Directorate is the starting point
for development of SME state support
infrastructure
















OPPORTUNITIES
High potential for market development
SME will operate throughout Syria via regional
and bilateral agreements
Growing capacity and financial capacity
Significant capital transfers from Syrian Diaspora
and Arab investors
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WEAKNESSES
Absence Law concerning “State
Support of Small and Medium
Entrepreneurship”
State policy started relatively late and
still fragmentized
Lack of alternative financial sources
for SMEs: difficult access to and
availability of long-term finance
Lack of reliable official statistics on
SME sector
Low demand for the local market
Business support infrastructures are
still in the process of formation
Low productivity and efficiency of
enterprises
THREATS
Bureaucracy and no transparency
hindering SME development
Unsettled regional conflicts
Highly polarized income distribution
Unfair competition
Disintegrated regional markets

CHAPTER 1
6. Key findings
6.1.

SME Policy framework in Syria

Although the role of SMEs in economic and social development is recognized in Syria, the
business environment in this economy in transition presents great challenges to their
development and growth. External constraints such as the transitional legal and administrative
framework, scarcity of financial resources, intensifying competition as well as the internal
constraints of enterprise management, all exerted great pressures on SMEs in Syria.
Promoting the role of the private sector as an engine of economic development has been
identified as one of the key objectives in the government economic reform programme, and has
officially become one of the priorities of the government.
Formation of SME support system has been shaping during last few years:
 2005 Five Years Plan: Social Economy Market, Private Sector Development
Framework
 2006: EIB loans
 2006: Law N39/2006: establish of the Public Commission for Employment and
Projects Development
 2007: Creation of SMEs Directorate/ MoET
Despite the political willingness that exists to promote SMEs, there is no clear strategy for SME
development, coupled with a lack of effective support institutions, an undeveloped network of
business service providers and a substantial implementation gap.
To summarise, in Syria the following cornerstones of a solid and coherent SME Policy
framework are missing:
A)
B)
C)
D)
E)

There is no official SME definition
There is no SME Development Strategy
There is no SME implementing Agency
There is no SME Promotion Law
There is a single institution in charge of SME policy elaboration but it is not operative
and it has no budget.
F) There is not a systematic mechanism of public-private dialogue on SMEs related issues
It is clear that a coherent SME Policy framework does not exit in Syria, at the moment.

6.2.

Why there is a need for a specific and coherent policy framework for SMEs

At all levels of development, SMEs have a significant role to play in economic development in
general and in industrial development in particular.
Yet SMEs are too often viewed as a means for generating jobs, as opposed to fostering growth,
innovation and exports. Important opportunities for dynamic industrial growth are lost if the
potential contribution of SMEs in developing countries is overlooked. Thus, institutional and
policy interventions need to be designed to harness the potential of the SME sector for
improved economic performance and technological catching up with industrialized countries. It
is then hardly surprising that governments have committed themselves to the promotion of
SMEs and have launched specific support programmes to this end.
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However, in many cases, a policy bias against SMEs paradoxically coexists with the stated
policy objective of promoting SME development.
This bias usually arises from policies that in themselves are not specifically aimed at SMEs
(such as trade, monetary, fiscal, tax, labour, etc.) and from the regulatory framework, which
then have unintentional adverse effects on SMEs. This is increasingly leading to
a shift in emphasis from the adoption of direct SME support schemes towards the removal
of prevailing policy biases with the objective of creating a level playing field for SMEs;
in other words, with the objective of creating an overall enabling policy environment for
SMEs.
Viewed in this context, it is imperative to set a clear agenda for the role of the SME sector in
achieving the broader overall goals of social and economic development. Thus,
a coherent SME policy framework constitutes an integral component of an overall
economic development strategy and policy, which is usually expressed in the
National Development Plan.
The effectiveness of specific policies and measures to support SME development and
entrepreneurship will depend on the clarity of such objectives on the one hand and, on the
other, on the interaction of different institutions and stakeholders.

6.3.

The need to “institutionalise” SME policy

SME policy formulation, including the strategies with which to achieve policy objectives, is no
longer seen as a one-off action. Mechanisms for consultation and consensus building
between the public and private sectors are being established, with government and private
sector agreeing on common objectives and joint strategies. The concept of actively monitoring
and managing policy implementation is also gaining recognition.
Basically, the best approach can be described as moving towards “institutionalising” SME
policy and for government trying to build its capacities to:
VI. Develop a coherent SME policy framework linked to broader economic and social goals;
VII. Create/strengthen appropriate institutional infrastructure for development and
implementation of SME strategies;
VIII. Monitor the needs of the SME sector as well as the impact of different policies and
produce information on this on a systematic and continuous basis in order to support
effective policy formulation;
IX. Promote public–private sector partnership in policy formulation by enhancing the dialogue
on SMEs between business, representative organizations and public bodies;
X. Develop the competency of representative organizations to participate actively in the
policy dialogue.
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6

6.4.

A) Definition of SMEs
6.4.1. Why we need it?

The development of the small and medium enterprises is a priority for the difficult economic
situation in Syria. There are number of interventions in Syria which aim at promoting the SME
sector, but when aiming at its development, one should start from the concept (definition) of the
small and medium enterprises.
The defining of these entities is extremely important since it affects their status and enhances
their importance in the overall economy. The definition of the small and medium sized
enterprises has to be
- Unified,
- Unambiguous
- Comprehensive and
- Adjustable (when required by changes in the economic and regulatory conditions)

A definition is needed to:
1. Facilitate the development and elaboration of economic policies that encourage growth in
general and in the SME sector in particular.
2. Foster a better understanding of the role and impact of SMEs in economic growth, contribution to
GDP, employment creation, alleviation of poverty, exports, etc.
3. Provide a focus of action, if the government intends to do something about the sector, be it as
direct intervention or regulatory reform; the provision of incentives or the collection of taxes; the
reform of apprenticeship schemes or the encouragement of the growth of sector associations.
4. Identify members of the sector, including target groups, for specific interventions. To properly
identify the target groups for purposes of developing consultative mechanisms as an input to the
policy development process and to assist sub-sectors to become organized into industry
associations and advocacy groups.
5. Evaluate and define the sector accurately so that the impact of regulatory reform, procurement
policies, financial and non-financial interventions can be monitored and assessed, costs and
benefits accurately analyzed and corrective measures proposed.
6. Facilitate the collection of data on the sector in order to make inter-country, inter-regional
comparisons to be used in producing a report card on economic development progress for aid
agencies and for the central government. To be used to advise enterprises on opportunities,
constraints and trends.
7. Help coordinate efforts where a multi agency approach is intended so that all players are certain
of serving the same sector/client group. This is particularly the case where numerous donor
agencies and NGOs are offering program assistance to the sector and the continuation of an
uncoordinated approach leads to inefficiency and to programs competing or working at cross
purposes with each other. A definition by itself will not solve the coordination problem but the
process of getting all the players to agree on a definition may be the mechanism to enable
everyone to pull together and talk to each other in an effective manner.
8. Clarify who is eligible if the intent is to attach some entitlements or rights to SMEs. Definition is
needed if there is the intent to offer differential tax treatment, for example, to SMEs. A clear
definition is needed if the business and government environment is such that ambiguity cannot
be tolerated on the grounds that it may lead to favouritism or corruption in making decisions.

6.4.2. Current situation in Syria
There is no official definition in Syria at the moment.
The following are examples of most recent definitions or elaborations for specific purposes:
6

We will use the abbreviation SMEs in this report meaning: micro, small and medium-sized enterprises
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- UNIDO elaboration 2002:
Employees
(average)

Invested Capital per
enterprise (000 USD)
(average)
2,7

Similarity

Existing
definition

Micro

Artisan

SME

Industry

5,2

60

Large

Law 10

45

3,500

2,4

- ACU study 2005 (used for the purpose of this study)
It is interesting to note how an intervention like this, with substantial resources and ambitious
targets has been based on a definition using only the employment criteria.
Enterprise
Family/Micro Enterprise
Small Enterprise
Medium Enterprise
Large Enterprise

No. of Employees
1-3
4-20
21-50
51 and above

- Definition proposed by ACU study as official SME definition to be adopted:
Enterprise
Artisan
Family /Micro
Small
Medium
Large

Number of Employees
Up to 9
1-3
4-50
51-100
101 and above

- Law 39/ 14-9-2006 establishing the General Commission for Employment and Projects
Development is considered today the only decent definition in use which, could be linked to
current economic conditions:

Enterprise

Sector

Micro

Manufacturing
service and
commerce
Manufacturing
service and
commerce

Small

Medium

Employees
-

Invested Capital per
enterprise (000 USD)
2 - 30

<6

30 - 100

<16

100 - 300

Other draft laws or law as Law of Commerce (draft), Competition and Monopoly Prevention Act
(draft), Companies Law (draft) and Investment Promotion Law 2007 do not define SMEs.
There is no evidence of any reference in the FYP to the need for a "unified operational
definition― that would enable better planning, coordinating and managing of SMEs development
efforts.
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6.4.3. Different opinion among stakeholders:
Key findings:









Considering the fact that today in Syria it is common practice not to disclose to the
competent authorities true information regarding turnover, balance sheets or even export
data and electricity bills, it would be preferable to focus on number of employees and
starting capital.
Others would prefer to formulate the definition making use of the number of employees
and the fixed assets including land and buildings.
The definition should be based on those criteria that are available because enterprises
have to declare them by law, regardless if they can be deliberately inaccurate for large
part. Then the issue of enforcement of these laws and regulations and the verification of
those data corresponding to reality is a matter of controls by the competent authorities or
a matter of creating the favourable conditions for enterprises being interested more on
reporting exact data rather than false information.
Criteria as number of employees, social contributions paid by enterprises, profit and loss
accounts and balance sheets are the criteria that a) are to be declared and b) can be
verified by the authorities. These should be fixed criteria adopted and then as the
economic conditions changes, the thresholds will be fine-tuned accordingly.
An initial definition may be worked out by using number of employees + an index based
on the ratio between social contribution and turnover declared. Then, after 2-3 years this
definition can be revised when better quality data will be available. Social contribution
differs a lot between small – medium enterprises and large enterprises. Usually small
companies use legal minimum wage of 4,800 SYP monthly salary as a base for
calculating social contributions due, while larger private companies adopt a annual wage
around 9000 SYP monthly salary.

It is evident that there is enough ground to opening discussions among key stakeholders and
launching a public consultative process to come to a final first official definition.
Recommendations for the adoption of a very first transitory official SME definition are presented
in Chapter 2.
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6.5.

B) The SME Development Strategy

Today, Syria has not yet elaborated a National Strategy for SME Development. It is crucial that
the SME Strategy will be drafted as soon as possible
During the mission, all major stakeholders agreed on the fact that Syria is still missing one of the
major elements of an SME Policy: a National SME Development Strategy.
The key findings can be summarised as follows:
















No institution in Syria today has elaborated an SME Strategy.
The National Development Plan (FYP) 2006-2010 includes indicative provisions for SME
support as part of the general Private Sector Development planning, but as for today,
there is no budget available for Private Sector Development, maybe next year.
An SME Strategy will affect areas and agendas of several Ministries; therefore it should
be endorsed at the level of Prime Minister Office (or the Vice – PM for Economic
Affaires)
State Planning Commission (SPC) is today mainly involved in the process of
restructuring Ministries and their role is moving from just implementers into more policymaking roles.
Once the SME Strategy is elaborated and agreed, the role of SPC Directorate for PSD
would be to integrate the SME Strategy into the 5-Years Plan. Its role is to make multiyear plans for the Ministries and provide coordination among them to avoid overlapping.
SME Department of the MoET has clear mandate for SME Policy but no budget for
programmes, studies and research but only for some computers and staff. Only at local
level, the Governorates could access some extra resources available for initiative in the
private sector development.
There is a substantial implementation gap. There is a need for an external body that will
implement the Strategy; an SME Agency that is authoritative enough to be listen by
Ministries but outside the ministerial bureaucracy to make things happen at operational
level.
Discussions about the SME Strategy and the SME Agency are going on since 2004; it is
necessary not to waste additional time in discussions and to give a clear deadline for its
establishment.

One of the main recommendations of this policy paper is to keep the SME Policy making /
formulation role within the SME Directorate of the MoET, and take the implementation role
outside the Government, to be given to an authoritative National SME Agency that would
operate on behalf of the Government having the main role as implementer of the SME Strategy
elaborated by SME Directorate /MoET in cooperation with the SME Agency and endorsed by
the PM office.

A coherent SME policy framework constitutes an integral component of the overall economic
development policy; otherwise any strategy just freestanding will be a failure. SME Strategy is
not to be seen as a one-off action: it is active monitoring and self-feeding for new objectives and
new targets, a learning by monitoring exercise for future formulation and implementations.
A comprehensive SME Strategy should be an integral part of each National Development Plan,
which aims at unemployment reduction and growth.
The priorities of the National SME Strategy are expected to be well formulated and largely
reflect the current situation and the basic problems that the Syrian SME sector faces.
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The issue of the financial resources needed for its implementation will also be addressed during
the consultative process that will bring to Government approval and endorsement of the SME
Strategy Document.
Considering the anticipated SME Agency‘s main role as implementer of the SME Strategy
adopted by the Government, and in order to better identify its objectives and activities, it is
necessary to make a realistic assumption on what overall objectives the Government will
commit itself to achieve, including the strategic themes that will contribute to those objectives.
On the basis of the existing local economic situation, the Government commitments within the
5YP and the Euro-Med Charter for Enterprise, it seems realistic to work on the assumption that:
A.

SME Development Strategy 2008 - 2013 for Syria will aim at:
a) Increase productivity across SMEs and GDP growth by creating XY new
enterprises by 2013
b) More opportunities for employment by creating XY new jobs by 2013, and

B.

that, we can anticipate, it will seek to reach these Government overall objectives by
focusing on the following priority themes, or areas for action:
1.
2.
3.
4.
5.
6.

Creating better regulatory environment and policy for SMEs
Improving access to financial sources
Improving institutional support framework and business support services
Building an enterprise culture and promoting entrepreneurship
Stimulating creation of new businesses and a more dynamic start-up market
Enhancing competitiveness of existing companies by supporting better management,
innovation and technological development, thus also improving export-friendly
environment and SMEs export performance
7. Creating conditions for a balanced SME development at regional level, in disadvantaged
areas and under-represented groups (ethnic minorities and women)
We can also anticipate that the SME Strategy will incorporate an Action Plan (Menu of
Projects) that will be the framework of measures whose implementation ensures progresses
towards the Government aims and vision. It will list specific projects and measures for each
priority theme. Projects will be prioritised and costs established, identifying
 Who will undertake the projects, (mainly the SME Agency)
 When it will occur and
 How it will be financed
The Action Plan could be reviewed on an annual or 6- monthly basis, but projects will emerge
from specific themes and achieve the specific goals of the Strategy.
The Action Plan will set out the criteria on which it will be continuously monitored and evaluated.
The SME Agency annual Work Plan will identify and define for each year its activities and
measures as indicated in the SME Strategy Action Plan 2008-2013 endorsed by the Syrian
Government. This work plan will aim at providing a clear agenda for the Agency against which
its progresses will be measured.
SME development strategy should be coordinated and monitored at the central level through a
lean, but high level institution and progress should be reviewed jointly by public and private
sector (via the public-private dialogue mechanism).
There is the need to ensure that a clear responsibility for SME policy making is designated
within the Government structures, and that a strong ‖Agency‖ with the function as a ―clearing
house‖ for all respective ministerial programmes with impact on SMEs, is devised.
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The Ministry of Economy and Trade is responsible for the SME policy in Syria. Within the
Ministry, the SME Department is supposed to design, review and implement SME policies.
With the assumption of the adoption in the near future of an SME Development Strategy, there
is an urgent need for a decision about the future structure and definition of responsibilities of
SME policy
(i)
making,
(ii)
implementation and
(iii)
delivery
in Syria.
A description of the proposed institutional framework for support to SME development is
presented in the proposal for the Syrian Enterprise Agency in Chapter 2.

How to develop a strategy – 10 STEPS
There are many ways to develop a strategy, and there is no single set of steps that is appropriate to all
situations. The main principle is that it should be an inclusive process that should include as wide a range
of views as possible. Here are a few suggestions for specific steps:
Undertake a process of public consultation to create a vision for the
STEP 1
Vision
Country. Invite all private and public stakeholders to take part in a small
conference or workshop to discuss the future of the Country.
Based on the vision, draw up a number of more specific and realistic goals
STEP 2
Goals
that will move the Country towards the vision.
Undertake a local economic audit - on the basis of this prepare a SWOT STEP 3
Audit & SWOT to identify Strength, Weaknesses, Opportunities and Threats in the local
economy.
Based on the SWOT and the identified goals for the strategy, identify the
key themes and priorities for action. This will form the basis for the priority
themes of the strategy. Set up a series of technical working groups
STEP 4
Priority Themes
(including other organisations working in your Country as well as
government officials) to establish what sort of projects and initiatives under
each priority theme can work towards the goals of the strategy.
Synthesis
Establish a Synthesis Group (including some members of the working
STEP 5
Group
groups) to draw the recommendations of the working groups together.
Appoint a facilitator (perhaps an external agency or consultant) to draw up
STEP 6
Facilitator
this work in a written document - the strategy document (a consultation
document).
Initiate a consultation process to ensure that the finished document reflects
Consultation
the views of as many affected individuals as possible. Ask partner
STEP 7
Amendments
organisations for written responses with their opinions. Consider possible
amendments to the strategy (a strategic framework).
Start drawing up an action plan to initiate the specific projects that will
STEP 8
Action Plan
implement the strategy. Consider who, what and when elements of each
project will be implemented and also the funding that is to be used.
Establish monitoring and review procedures to review the action plans,
Monitor &
STEP 9
strategy and vision. Perhaps the vision should be reviewed every 5 yrs, the
review
strategy every 2/3 years and action plans on an annual/6 monthly basis.
Communicate your strategy widely, with a launch presentation, items in the
STEP 10 Communication local newspaper and the publication of a summary that can be understood
by all members of the community.
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6.6.

C) The SME Agency

Key findings:














In Syria there is the need for a single body at national level to avoid overlapping, create
focus for SME Policy implementation and playing an advisory role for the Ministries.
The need to separate policy making from implementation and monitoring of the strategy
fits with the new role of Ministries as policy making while moving outside the
implementation and monitoring of the related action plans. Today Ministries are too weak
to implement the policies made by SPC or to implement strategies without a deep
administrative reform. It is not clear how the SPC ―decentralization process‖ will affect
Ministries and their capacities to deliver locally.
This national body should be attached to the PM Office with responsibility on
implementing the enterprise development policy formulated by the Ministries and be a
focal point between Government and private businesses. It is necessary to make sure
the Agency has enough authority to make Ministries change their agendas when it
affects SMEs.
Critics: too many agencies, this would add a new one. Better the Ministries keep both
policy making and implementation.
The Agency should be outside the government, not a governmental agency; not only it
would be difficult to create the Agency at government level, but then it would be
everybody‘s agency. Everybody‘s agency is nobody‘s agency!
The FYP gives to MoET responsibility for policy making on SMEs with the role to
coordinate among other ministries. This task is difficult; they need support from an SME
Agency responsible for the implementation of the strategy, possibly consisting of small
structure, which connect them with private sector. It is up to the initiative of the SME
Department /MoET to make suggestions to the SPC on changes on SME policy to the
FYP based on existing procedures. The MoET‘s difficult task is to elaborate policies to
be integrated by SPC into the FYP.
The private sector is not yet prepared to play the new participative role set out in the
FYP by SPC. The SPC doesn‘t have the tools to make the private sector more active.
The private sector is under big pressure at the moment. The Government for decades
has protected it and they need support to change, to understand that the Government
can be of support in the need for a change
There is a need to urgently simplify the registration, then in the mid-term to set-up the
National Business Registry.

With the creation of the SME Agency (could be called SEA – Syrian Enterprise Agency7), a
key missing institutional piece of the jigsaw will eventually be in place. The Agency will play a
key role in generating a greater degree of co-ordination and co-operation in the implementation
of the SME Strategy (when approved and endorsed). As any new institution, it will require
significant levels of technical assistance in the coming years to ensure that it performs its
demanding role effectively.
The European Commission has recently clearly suggested “National SME agencies should in
particular address the information deficit and aspire to become an intelligence-gathering and coordinating hub in the multi-stakeholder environment of SME policy‖8.
The Syrian Enterprise Agency‘s role would be mainly:

7

A proposal for the establishment of the Syrian Enterprise Agency is provided in Chapter 2
CEC – COMMISSION STAFF WORKING DOCUMENT - REPORT ON THE IMPLEMENTATION OF THE EUROPEAN CHARTER
FOR SMALL ENTERPRISES IN MOLDOVA AND THE COUNTRIES IN THE WESTERN BALKANS - COM(2005) 30 finalBrussels, 8.2.2005 SEC(2005)169 , page 6
8
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 To be an efficient intermediary and facilitator between government/donors and the
regional and local Business Service Providers and all stakeholders.
 To channel information from the regions on SME problems/potentials regarding training
needs, financial problems, ad-hoc assistance etc. to government and donors that are
supporting the SME Strategy with their respective programmes.
 To organise/co-ordinate programme implementation in close collaboration with the
Business Service Providers in the regions and with the respective donor programmes
that support these activities, including NGOs, on behalf of government.
 To fill the gaps in the market, wherever needed, by subcontracting certain SME-support
activities to regional Business Service Providers.
 Together with the Ministry of Economy and Trade, the Agency should scrutinise laws
and regulation proposals affecting SME development and make recommendations for
improvement.
 To initiate and commission studies or surveys related to SME development.

When defining the role of a National Agency for SMEs, the Government and the supporting
donors, should take into consideration that a National Agency needs:
 To built up professionalism and capacity to develop and implement strategies,
 To develop its capacity with regard to offering support to the BSPs networks on the
provision of training, information, marketing support, technology, and so on,
 To develop the capacity to undertake programmes of SME support, which require certain
economies of scale and which cannot be undertaken locally or regionally,
 To develop a pro-active ability to respond to the many problems and potentials, which
arise across the country. A National SME Agency should be encouraged to develop key
SME sectors, clusters and technologies which tie in with other economic development
potentials as indicated in the respective National Development Plan.

A proposal for the establishment of the Syrian Enterprise Agency is provided in Chapter 2.
The tentative logframe for the SEA is presented in Annex 4.
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6.7.

D) The Law on SME Promotion

Key findings:



The Law on SME Promotion is still missing, and there are basically no legislative acts
that mention SMEs.
The MoET is reviewing laws and regulations as Commercial Law, Company Law, and
Law on Representative offices of Foreign Companies. In particular, the draft law on
Competition has been send back to MoET as anti-monopoly regulations still do not have
many supporters in the political arena.

A proposal for a Law on SME Promotion is presented in Chapter 2.

6.8.

E) A single institution in charge of SME Policy elaboration

Key findings:
















The Ministry of Economy and Trade claims to be the only institution formally in charge of
SME Policy since 2005.
In 2007, the SME Directorate (or Department) of the Ministry of Economy and Trade has
been set up with a clear mandate on SME development but no budget and no premises
or computers are in place to make it operate properly.
The FYP matrix on Private Sector Development provides the yearly plan for the
Department with responsibility on implementing several programmes and projects but no
resources. The existing bureaucracy in the government structure is so slow that it
creates more frustrations rather than hopes, and reliance only on donors‘ projects and
expertise to accomplish their plans.
The SME Dept. consists of 8 highly educated staff in charge of 4 areas:

Business environment and simplification (definition of SMEs, Regulatory
Impact Analysis, incentives legislation review, info databases and statistics)

Access to Finance (mechanisms of promoting banking system closer to
SMEs, Public Private Partnerships, Tax incentives, Credit Guarantee
Scheme, Insurance companies)

Competition (management training for SMEs, Intellectual Property Rights,
HRD, Quality control, Access to markets) in this area they mostly cooperate
with SEBC,

Innovation and Creativity (Entrepreneurship promotion, VET, Incubators).
They plan to submit to donors‘ proposals for projects for each one of their 4 areas of
activities, and relay on SEBC and ISMEF for support on drafting the proposals.
At the moment they are focused only on the first two areas, while working on defining a
new role for the Chamber system and make them a proper vehicle in the difficult task of
communicating with SMEs. As for business registration, the department is pooling
together an informal Ministerial Committee to review the registration flows, identify
bottlenecks and take formal measures to reduce the number of registrations and
possibly come to a OSS.
The SME Department wants to take a leading role in coordination all proposals and
requests of SME Support projects from different Ministries to donors, in order to avoid
overlapping and waste of resources.
While MoET is working at macro-level, SEBC should continue to work at micro-level. A
formal system of coordination with SEBC and other ministries has not yet been
established.
TA for Capacity Building is badly needed in the Department, as in many other Ministries,
and so far they relay on few projects as ISMEF, GTZ, Trade Enhancement and
upcoming project on Simplification of regulatory and business environment.
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The SME Department sees that a new agency would only divert limited resources available and
it would take time to make it happen, while the department is already established, formally
registered and it needs only the related resources to implement its plans. The Department
needs support to speed up the process of enabling its physical structure and start operate.
The question is: why to set up a new SME Agency when the department cannot even start to
operate? The question itself is providing the answer.
Recommendations:
 The Department should not only have nothing to fear from an SME Agency, but welcome
the initiative. The Agency would only add to it and work on its behalf. The policy-making
and coordinating role of the Department in the Government is a very hard task even for a
well resourced and well staffed department; the role of the Agency is to make it easier,
to feed the Department with external support, expertise and evidence while relieving the
department from the high demanding task of implementation of support programmes.
The role of the SME Department is to be the champion of SMEs in the Government; the
role of the Agency is to make sure that whatever the department gain in the Government
for SMEs, it will reach them on the field. The Agency wants to be the answer to the
implementation gap.


The Government should speed up all necessary steps to make the SME Department
fully operative, as it constitutes an integral part of the institutional support framework for
SME development. If the situation doesn‘t improve quickly, the risk is that this institution
may loose external legitimacy, credibility and accountability even before starting (in the
SME sector and more generally). Then it would be difficult even for project donors to
remedy to such a situation with a predictable scenario that donors will start pooling out
from working with the Department. Full and cohesive implementation of a donor‘s SME
Policy program is unlikely to be possible without engaging a range of Government
stakeholders. Full implementation, would require a project partner with the mandate to
coordinate all Government actors. In a factious context as it is at present in Syria (main
ministries are not very cooperative among themselves and in usual conflict with the
Ministry of Finance), a strong SME department / MoET is badly needed to lead the InterMinisterial SME Committee as proposed in the next session.



The responsibility for EU-Med Charter for Enterprise should be transferred from the
Ministry of Industry to the SME Department. Today in Syria micro enterprises refer to the
Ministry of Local Affaires, while small and medium enterprises refers to different
ministries as Ministry of Industry, Transport, Tourism etc. The SME Department has to
take the lead in needed coordinating role, as underlined in the next section.



The SME Department should start to work as soon as possible on the elaboration of the
SME Development Strategy, with the hope that the necessary support from the SME
Agency will soon come into reality.
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6.9.

E) Absence of a public-private dialogue on SMEs related issues

Key findings:


Building trust between the private sector and the Government in Syria is as difficult as
necessary.
It is necessary to work on consensus building
No awareness programmes on SME Policy exist.
There is a need to change the role of the Government in relation to NGOs and private
associations, which need to be stimulated.





SME policy is one of the policy areas in which input from the private sector will make a positive
difference in terms of the design, support and governance of public policies and public
institutions.
In addition, contentious issues can be negotiated before they become policy, thus reducing
frictions and resistance to the implementation of policies and strategies.
A culture of consultations and consensus building has emerged in many countries as
stakeholders have gradually acknowledged that neither the government nor the private sector
alone has the resources to ensure sustainable economic growth and development. In view of
this, a sustainable consultative mechanism is essential for policy development. Public-private
consultation is a process whereby the public sector consults with the private sector and the
final decision on policy issues rests with government. Public-private partnerships, on the
other hand, are forms of collaboration in which the public and private sectors assume coownership and co-responsibility, at both national and local level.
However, the success of a public-private partnership is dependent, to a large extent, on the
strength of the institutions, which service that mechanism, both public and private.
Consequently, capacity building of proper institutions as the SME Department of MoET and the
SME Agency is a very important feature in the complex and difficult task of policy making.
SME Agency in particular will have to refine the tools and methodologies used to guide policy
makers in their assessment of private sector needs and expectations and to support interactive
policy formulation intended to create a better business environment for private entrepreneurs.
Recommendations








The SME Department and the SME Agency will need to raise entrepreneurs‘ awareness
of their activities and ensure that they are able to contribute to the policy making
process.
The SME Department and the SME Agency will need to make sure that the proposed
SME Forum will not bring them together with membership based business association
only. Lacking the direct involvement of SMEs, the effectiveness of the Forum will rest
with the business associations and, more specifically, their performance in terms of the
dissemination of information to SMEs and the extent to which the entrepreneurs use
them as a conduit to the public authorities.
Public consultation should be introduced as mandatory by Syrian laws and Government
regulations
Increasing awareness of the Government and the business about the benefits of public
consultation
Introduce mechanisms by which the Government consults the business community:

Public meetings between specific Government departments and interested
businesses;

Direct requests by Government for contributions of specific business
representatives assigned to draft particular business laws;

SEBC/SSP

37





Announcement of draft regulations and laws on the mass media or the internet
and requests for comments from the public;
The bi-annual SME Forum meetings
Inter-ministerial consultation: formation of inter-ministerial drafting committees
and their operating method is a way to guarantee the consultation between
ministries on business laws or regulations.

Quick diagnosis of main constraints in public consultation

Public consultation should not be implemented in an ad-hoc manner but rather
on a thorough and systematic process.

The Government-centric concept of consultation rather than the more
enterprise-centric concepts of advocacy and dialogue usually prevails.

The shortage of resources (human and financial), unavailability of a systematic
approach to public consultation, lack of techniques and expertise and absence
of a penalty and incentive mechanism have made public consultation by many
government bodies formalistic and ineffective.
Key Factors for Success
 Make the local stakeholders aware of the benefits of involving in the policy
dialogues with the Government
 Keep the participants informed about how their proposal and requests have been
addressed by the Government
 Do not just complain, but also suggest solutions
 Collective voices are important
 Technical advice to consultation process is important
 Good advice on business law content is important. However, more important is
how it is communicated
 Identify the right dialogue partners
 Use the press and other media
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7. Key findings vs. SME Policy Index 2007
In Syria, it is currently estimated that it takes around 40 days to start a firm, more than 4 years
to close one and 872 days to enforce a contract; facts which are indicative of the huge levels of
red tape which SMEs face, which constrain their work, encourage corruption in regulation and
discourage formalisation. There is a need for a regulatory regime that is simple, clear,
intervenes only when necessary, balances risks and costs, is flexible, is enforceable and is
monitored and evaluated.
In the absence of an SME Policy in Syria, the consultants propose starting to focus on what we
believe is the most important area for immediate reform: the legal and regulatory reform
and the institutional support framework for SME development.
Research suggests that there are positive links between high-quality regulation and economic
growth. Lower legislative and regulatory burdens for citizens, businesses and governments
promote sustainable economic development. Regulatory policies that enhance competition and
reduce regulatory costs can boost efficiency, bring down prices and stimulate innovation. More
precisely, reform that reduces business burdens and increases the transparency of regulatory
regimes supports entrepreneurship and market entry, and is therefore integral to the
development of SMEs. Burdensome legislative and regulative environments affect SMEs
disproportionately because their capacity to tackle, understand and comply with complex
regulations is limited. The report Business Views on Red Tape (OECD, 2001) reveals that small
companies incur more than five times higher regulatory costs per employee than large ones.
In the following assessment process, the SME Policy Index 20079 has been used as being the
most advanced systematic and analytical tool to track SME policy developments and identify
gaps in policy elaboration and implementation at the national and regional levels. It is based on
53 indicators.
Compared to the EU-Med Charter for Enterprise, the SME Policy Index has the advantage to
give immediately an independent progress evaluation, with reference to good practices, and
targets on SME Policy Development that are measurable, comparable, relevant and consistent
with the with the Charter policy framework, all in a sense of perspective of what to do next.
It has been developed by the EC and the OECD Investment Compact in cooperation with the
ETF and the EBRD, and in close consultation with the National Charter Coordinators of the
Western Balkans. The Index was developed by combining the Charter structure with an
assessment approach developed by the OECD Investment Compact for evaluation of the
investment climate in South East Europe.
7.1.

The assessment framework

An effective way to work towards a high-quality business regulation environment, particularly in
transition countries, is to structure government intervention based on
A) A business simplification strategy – in conjunction with
B) Tools for regulatory assessment and
C) A solid institutional framework for support to SME development

9

SME Policy Index 2007, Report on the Implementation of the European Charter for Small Enterprises in the
Western Balkans – EC DG Enterprise and OECD – March 2007
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The SME Policy Index indicators are the following:
A.0

Business Simplification Strategy
A.1
Business Simplification Task Force
A.2
Silent is consent
A.3
Simplification of forms

Assessment:
1. The Government has no detailed strategy to reduce administrative barriers to business with
particular attention to SMEs.
2. The silent consent principle is not used in standard administrative practice.
3. Administrative forms are mostly complicated, disorganised and redundant. The Syrian
government could make much more effort to simplify administrative forms. The SME Directorate
of MoET is currently developing a plan to simplify administrative forms.

Recommendations (included in the proposed draft SME Promotion Law):
1. Reducing administrative barriers for SMEs is key to successful SME development. At the same
time, it is a very complex task. The approach should therefore take the form of a broad, multi-year
policy agenda explicitly aimed at continuously reducing administrative areas, with evidence that
targets are implemented. It is proposed to set up a Task Force in order to evaluate existing rules
and present detailed action plan and budget provisions for approval with designation of a
competent authority.
2. Time is money: SMEs are harmed by delays and uncertainty in obtaining approvals, licenses and
permits. The principle of ‗silence is consent‘ in standard SME administrative practice switches the
burden of action entirely. If administrators fail to decide within time limits, the business is
automatically granted approval. It is proposed that SME Directorate of MoET evaluates current
procedures and submit detailed proposals on the introduction of the silence-consent principle,
possibly a specific law.
3. If administrative forms for SMEs are complicated, disorganized or redundant, this can significantly
lengthen administrative processes and produce an extra burden for SMEs. Governments should
demonstrate their efforts to improve administrative forms through concrete plans, based on goodquality drafting guidelines. Good guidelines for administrative forms have to be drafted and
adopted. Most of the administrative forms must adhere to these guidelines.

B.0

10

Regulatory Impact Analysis
B.1
Task Force
B.2
RIA basic programme
B.3
RIA law proposal

Assessment:
1. No systematic regulatory impact analysis targeted at SMEs exists in Syria.
2. There is no preparatory work being done on RIA simple programme
3. There is no preparatory work being done on a law on RIA

Recommendations (included in the proposed SME Promotion Law):
Regulatory Impact Analysis (RIA) is a tool that can be used to evaluate the costs and benefits of new
legislation affecting SMEs. It entails systematically and consistently examining selected potential impacts
arising from government action or non-action and communicating this information to policymakers. RIA
should be used when SME-related legal instruments are drafted, in order to optimize the efficiency and
effectiveness of the instrument and ensure that it will achieve the intended objectives at minimum cost
and with the fewest unintended negative consequences.

10

A presentation of a typical RIA is provided in Annex 6.
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1. It is proposed to create a Task Force, an Inter-Ministerial SME Committee, with the mandate to
elaborate a first simplified, pilot regulatory impact analysis programme to be used at least in
certain areas of regulation. (See next Box for typical legislation relevant to the SME sector and
with impact on SMEs)
2. It is proposed the Inter-Ministerial SME Committee elaborates a simplified, pilot regulatory impact
analysis programme to used in certain areas of regulation.
3. It is proposed the Inter-Ministerial SME Committee elaborates a proposal for a law on regulatory
impact analysis for impact on SMEs.

Examples of legislation relevant for SMEs sector:
1)
2)
3)
4)
5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

C.0

Company, commercial and contract laws
Property laws, including property rights
Taxation laws
Accountancy law
Bankruptcy law
Laws concerning compensation for damage
Laws concerning consumer safeguards
Laws concerning environmental protection
Labour laws, minimum wage laws, working safety laws
Rental laws
Laws of association
Credit legislation, banking and financial market laws
Stock exchange law
Insurance laws
Intellectual property rights law
Laws concerning competition, including anti-trust laws

Institutional Framework
C.1
Intergovernmental cooperation (MoET-SME Department)
C.2
SME Development Strategy (Programmes & Measures)
C.3
SME Policy implementing Agency (Syrian Enterprise Agency)

3. Better legislation and regulation
Institutional framework
3.3
Intergovernmental co-ordination in policy elaboration
Level 4 + effective mechanism of policy coordination involving key ministries, agencies and local
Level 5
administrations when relevant.
Single institution in charge of SME policy elaboration in place and fully operational. System of consultation
Level 4
with the implementing agency (ies) in place.
3.3.1

Approval for establishment of single institution in charge of leading and coordinating SME policy
elaboration.
Several institutions are responsible for SME policy elaboration and they have overlapping portfolios and
Level 2
limited co-ordination.
Level 3

Level 1 No institutions are responsible for SME policy elaboration

Assessment:
Today, several institutions are responsible for a bit of SME policy elaboration and they have overlapping
portfolios and limited co-ordination; the SME Department of the MoET has been established few months
ago as of single institution in charge of leading and coordinating SME policy elaboration. However, the
SME Department has no budget to operate.
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Recommendations (included in the proposed draft SME Promotion Law):
Intergovernmental co-ordination is essential to ensure transparency and harmonization when SME
policies are elaborated. Ideally, a single institution should lead this type of co-ordination with effective
mechanisms for policy co-ordination, involving key ministries, agencies and local administrations when
relevant. Syria should have has a single, fully operational institution responsible for SME policy
elaboration, drafting and co-ordination (SME Directorate of the MoET), with a system of regular
consultation with the implementing SME agency (SEA).
It is proposed to enable the SME Department to play his role of main policy-making institution providing
the proper resources and capacity to start consultations with both the Inter-Ministerial SME Committee of
major ministers having impact on SMEs and the Syrian Enterprise Agency as the implementing agency of
the SME Strategy.

3. Better legislation and regulation
Institutional framework
3.3
SME Development Strategy
A pro-active SME Development Strategy accompanied by significant evidence that all components of the
Level 5 strategy have been implemented, as demonstrated by time-bound targets achieved and number of
assignments completed. SME Strategy has a demonstrated impact and has strengthened the SME sector.
Solid evidence of implementation of the SME Development Strategy with indication of key targets achieved
Level 4
and assignments completed. Entirety of funds received and in process of being disbursed.
Multi-year SME Development Strategy for current period is approved by the government and at initial stage
Level 3
of implementation. Budget established but entirety of funds not yet received
SME Development Strategy is under elaboration. Review of expired SME Strategy under way.
Level 2
3.3.2

Level 1 No SME Development Strategy exists

Assessment:
No SME Development Strategy exists in Syria.

Recommendations (included in the proposed draft SME Promotion Law):
An effective SME Development Strategy should comprise a long-term policy agenda explicitly aimed at
continuously strengthening the SME sector, with evidence of implementation demonstrated by achieved
time-bound targets.
It is recommended that the Syrian Enterprise Agency elaborate a multi-year SME Development Strategy
for a first short/mid-term period to submit for Government approval and start its initial stage of
implementation. Appropriate budget is to be established and entirety of funds is to be available. Regular
reviews of SME development strategy are to be planned.

The Strategy timeline could be as follows:
Phase 1: “Ready” Years 1 to 3
Given the current status of the institutional framework, the first phase or ―ready‖ part is expected to be the
first one to three years post adoption of the Strategy.
Phase 2: Years 3 to 5
The activities that are implemented in the first phase will provide source materials and help create the
necessary foundation for further implementation during the second phase of the Strategy. In parallel with
these activities will be actions that will be used to prepare the ground for sustainable activities in Phase 3.
Phase 3: towards the 2020 vision
The on-going assessment and evaluation initiated in Phase 1 and applied in Phase 2 will lead to a
sustainable approach in which ―priority‖ areas will by targeted for implementation in Phase 3.

SEBC/SSP

42

3. Better legislation and regulation
Institutional framework
3.3
SME policy implementation agency or equivalent
SME implementation entity is the main body for implementation of the SME strategy, operating with full
political support. The entity has a clear reporting system in place and a recognised advocacy and policy
Level 5
advice role. The entity is well funded and its activities have proven to be effective in supporting SME
development.
SME implementation entity fully operational and adequately funded. Staff is complete and the required
Level 4 expertise (economic and legal) is in place. Solid implementation record of SME strategy based on
achievements of time-bound targets as detailed in action plan.
3.3.3

Level 3 SME implementation agency (or equivalent) established. Staff, structure and budget in place.
Level 2

Government considering the establishment of an SME policy implementation agency (or equivalent).

Level 1 No SME policy implementation agency with an executive role (or equivalent) exists. No budget allocation.

Assessment:
No SME policy implementation agency with an executive role exists in Syria.

Recommendations (included in the proposed draft SME Promotion Law):
To ensure that SME policies are implemented, Syria needs an SME policy implementation agency.
Ideally, this agency should:
- Be the main body for implementing and co-ordinating the basic governmental programmes on
SMEs;
- Have a recognised advocacy and policy advice role (e.g. ensuring that legislation is consistent
with supporting SME development);
- Be well funded and well staffed, with a clear working structure;
- Show effectiveness in supporting SME development.
- Operate with full political support.
11
It is proposed to establish the Syrian Enterprise Agency as the SME policy-implementing agency with
adequate staff, structure and budget in place.
Each SME support program or activity will involve a set of actors and actions designed to achieve a
focused series of results. It is assumed in all cases that the Syrian Enterprise Agency will have either a
direct role in a program or a role in identifying other actors. In most cases it will be the government
mandated executing entity that will direct, guide, finance and support the broad range of potential
initiatives and implementers. Leadership from the Agency and strong involvement of non-governmental
and citizen‘s organizations will be needed in order for successful SME support programs to materialize
and be effective.

11

A first draft proposal for the Syrian Enterprise Agency is provided in Chapter 2.
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CHAPTER 2
8. Recommendations on the Definition of SMEs
8.1.
When a definition is useful?
The Definition is not only needed but should be also useful:

When a Definition is useful?
A definition will be useful when it is linked to the following basis:
1) The context. A definition of SMEs does not exist independently of the uses for
which it is intended.
2) The data available in the country. The need for accurate and comprehensive
data has to be weighed against the need for sensitivity to the paper-burden that
it may impose on the sector. The challenge is to be able to efficiently process
that data to produce useful information. One-stop business registration
centres and single numbers for all dealings with government are useful
ways to collect data. Forms from one level of government requiring the same
tombstone data as another level should be shared so that the information needs
to be reported once in the lifetime of the business.
3) It should be informative. The information becomes useful for policy development
purposes only when a distinction can be made between low growth domestic
SMEs and entrepreneurial fast growth SMEs. A definition based only on size is
of limited use as a policy development tool.
4) Simple to understand and easy to use. The definition should not require
complicated formulas for its elaboration nor take up pages of lists. The definition
must be easily understood by each of the entrepreneur, policy maker, and
business service provider and must not be ambiguous or subject to multiple
interpretations and debate.
5) Based on the social and economic realities of the subject country. While it may
include elements similar to other countries or aggregations of countries, priority
should be given to developing a definition that is consistent with national
economic realities and objectives.
6) Dynamic and adjustable as the economy changes. Whether the adjustment
process is institutionalized or is a matter of periodic consultation and review, a
mechanism must be in place for changing the definition whenever its usefulness
or accuracy is impaired.

An important preliminary observation: the varying prospects for growth of different
enterprises
The differences between

The traditional micro and small enterprises, (which are used as means of alleviating
poverty and creating employment) and

Those micro and small enterprises, which have the potential to achieve the high rates
of economic growth, needed to increase the overall prosperity of the country.
The donor agencies and the NGOs engaged in program delivery are primarily concerned with
poverty alleviation and employment creation. The Syrian MoET is (or should be) primarily
concerned with the enterprises that have high potential.
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8.2.

Suggestions for a unified operational definition of SMEs in Syria

An effective definition will evolve from engaging in an inclusive, consultative process. All the
players in this arena must take ownership and buy-in during the policy development process.
This process could start with developing the definition.
Accordingly, the following definitional options are put forward for consideration:





Number of employees
Total physical assets (excluding land and buildings)
Independence
Dominance

Size class according to employment
There is evidence that in Syria large part of enterprises has only one employee and account for
a good portion of private non-agricultural employment. These establishments could be
considered in a single class. This size class would include most of the proprietorships with
limited potential, as this class includes many artisans, petty vendors, personal service providers
and the like. The very fact that they are self-employed entrepreneurs who have no employees
suggests that they may not be the answer to the employment creation problem. A separate
class allows policy makers to deal with the fact that there are at least two different kinds of
micro-enterprises with different needs and goals.
This means splitting the current micro-enterprise class into two:

Micro with 1 employee and

Micro with 2 to 4.
The remaining size classes could be, for the time being, at:

Small: five to fourteen for ―small‖ and

Medium: fifteen to forty-nine
Although these are rather small compared to other countries, it seems to fit the structure of the
Syrian private sector.
8.3.
Moving closer to EU definition
However, this size structure can be reviewed periodically with the intent of moving closer to the
size classes used by the EU.
There are two reasons for the review.
1) Syria’s major trading relationships will eventually be with the EU and these
relationships will eventually be formalized by a customs union or other trade
agreement, which will contain rules about SME policies that would be easier to
harmonize if the definitions were closer to being the same.
2) Having similar definitions make comparative analysis of performance and
benchmarking easier, which are vital for policy development and evaluation.
The stakeholders may wish to consider going to the EU size classes for micro businesses (less
than ten employees) and small businesses (less than fifty employees) now. Medium sized could
be from fifty to ninety-nine employees (in contrast with the EU, which has a maximum of two
hundred fifty in this class) until such time as new census data supporting this latter number
became available. If this option is used, segmenting the micro category to have a class for
enterprises with less than two employees is important. Neither of these options on size classes
introduces any untoward distortions.
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Total Physical Assets
If the data resources can support such a definitional measure, a definition including a qualifier
related to capital employed would be useful. Such a qualifier would distinguish capital intensive
from labour intensive enterprises, as a number of Asian countries have attempted to do. The
reason for doing so is to clearly understand who will be affected by interventions related either
to access to capital or cost of capital.
Current discussion is about capital market failures being one of the obstacles to SME growth, as
if all enterprises had an equal demand for capital. The remedies for these market failures are
different depending on whether the need is to access capital to finance fixed assets like
machinery or the need is to access to capital to finance inventory and accounts receivable
related to export markets. The solutions to the latter problem are quite different from the
solutions to the former. Moreover, enterprises that employ many physical assets have those
assets available as collateral for loans.
The cost of capital access is frequently described as a problem of access to capital. The two
issues are distinct, although one may contribute to the other. Marginal or uncompetitive
enterprises with poor profitability are concerned that they are unable to get access to capital (or
any other inputs) at a price low enough to allow their businesses to remain viable. If the capital
market is prepared to offer them capital at a risk-adjusted price that is necessarily high, these
enterprises are really asking for subsidies when they identify access to capital as one of the
constraints they face.
This data, if available, would make it possible to set thresholds of total physical assets by size
classification to better understand this issue.
If data were available in Syria on the median average value of physical assets, not including
land, it would be probably happen that enterprises with physical assets worth less than the
median probably were more like micro enterprises in their capital structures and needs, even
though they have a greater number of employees than the micro classification. Of course, there
are sector differences to consider as well in establishing an asset threshold.
Consideration of capital as part of the definition has merit because it may assist to segment the
sector according to need for financial interventions or policies in a way that simple number of
employees does not. Secondly, it once again moves the definition closer to that of the EU, with
all the benefits of that move as described.
Independence
A definition of an SME should include a qualifier related to independence. The one adopted by
the EU, namely that no more than twenty-five percent of the voting shares may be owned by a
large corporation, is an appropriate one and this paper recommends such a clause for
consideration by the stakeholders. It is further recommended that franchises of large national or
multinational corporations should not be considered SMEs for policy and program purposes
even when their share of ownership is negligible or non-existent.
Dominance
The stakeholders should give consideration to domination. If there are only one or two SME
suppliers of a good or service in the country, this paper recommends a qualifier that states when
an SME controls more than ten percent (or twenty-five percent, the number can be debated) of
the production of a particular good or service, it is not to be considered an SME for purposes of
meeting a procurement quota or satisfying a bid preference, where one is offered to SMEs as a
development policy.
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8.4.

The EU definition

The EU addressed the definition issue in 1996 with its "Commission Recommendation of 3
April, 1996 concerning the definition of small and medium-sized enterprises." The preamble to
the recommendation outlines the reasons why a definition is needed such as
- Targeted programs, preferential treatment, aid schemes, interest subsidies,
- Lack of coordination, distortion of competition
and discusses the reasoning used to arrive at the definition recommended for adoption by
member states and their institutions.
The new definition was introduced through an EC Recommendation released in May 2003. The
changes in the definition were expected to stimulate entrepreneurship, growth, investment and
innovation, by promoting cooperation and clustering among independent enterprises. The
criteria on the basis of which the typology of SME was previously made, such as
• staff number thresholds,
• turnover and
• balance sheet total
was retained. Though staff number thresholds used to determine SME sizes since 1996
remained, other changes in respect to turnover and balance sheet total were introduced.
Particularly the financial ceilings for turnover and balance sheet total were substantially
amplified to take account of inflation and productivity growth.
Following the endorsement of the European Charter for Small Enterprises by the European
Council of Santa Maria da Feira in Portugal in June 2000, the need for better defining of the
micro enterprise increased. Therefore, among the other changes that the EC recommendation
promoted was the introducing of the new category of enterprises - a micro enterprise. This type
of a small enterprise is particularly important for the development of entrepreneurship and job
creation.
The modifications made in the new definition of SME were to a large extent based on two
rounds of intensive public consultation in 2001-2002. The key aims of this revision are the
following:


Reduce administrative burdens and speed up procedures - a single voluntary selfdeclaration form should replace the various forms currently used for differing
administrative purposes.



Promote entrepreneurship and micro-enterprises - the first specific financial
thresholds for micro-enterprises should ease their access to national and regional support
schemes. Social economy activities and craft businesses are recognised as enterprises.



Promote growth - higher financial ceilings will not substantially increase the number of
"SME", but will favour enterprises that invest. It should be easier for large firms to buy
minority stakes in, but preserve the independence of, SME.



Facilitate access to venture capital - by more favourable treatment for regional funds,
venture capital companies and business angels.



Promote investment in innovation and research – e.g. investment in spin-offs set up
by universities and research institutes.



Promote clusters of independent SME and increase legal certainty - enterprise types
(autonomous, partner and linked), and the method used to calculate staff and financial
thresholds have both been clarified, to give a more realistic picture of economic strength,
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and improve certainty as to the law.


Prevent circumvention - aligning the concept of "linked" enterprises with the EU
Consolidated Account Directive, in line with state aid verification practice, will make the
definitions very hard to circumvent.



Promote professional training and work-life balance – apprentices and students are
not counted in the staff ceilings, so as to favour enterprises that provide vocational
training. Likewise, parental or maternity leave periods are not counted, in order not to
penalise enterprises that promote the life-work balance.
EC recommendation on definition of SME (May 2003)

The EU criteria for determining the type of enterprise
The criterion of staff numbers (the ‗staff headcount criterion‘) remains undoubtedly one of the
most important, and must be observed as the main criterion; introducing a financial criterion is
nonetheless a necessary adjunct in order to grasp the real scale and performance of an
enterprise and its position compared to its competitors.
However, it would not be desirable to use turnover as the sole financial criterion, in particular
because enterprises in the trade and distribution sector have by their nature higher turnover
figures than those in the manufacturing sector. Thus the turnover criterion should be combined
with that of the balance sheet total, a criterion that reflects the overall wealth of a business,
with the possibility of either of these two criteria being exceeded.
The turnover ceiling refers to enterprises engaged in very different types of economic activity.
In order not to restrict unduly the usefulness of applying the definition, it should be updated to
take account of changes in both prices and productivity.
As regards the ceiling for the balance sheet total, in the absence of any new element, it is
justified to maintain the approach whereby the turnover ceilings are subjected to a coefficient
based on the statistical ratio between the two variables. The statistical trend requires a greater
increase to be made to the turnover ceiling. Since the trend differs according to the sizecategory of the enterprise, it is also appropriate to adjust the coefficient in order to reflect the
economic trend as closely as possible and not to penalize micro enterprises and small
enterprises as opposed to medium-sized enterprises. This coefficient is very close to 1 in the
case of micro enterprises and small enterprises. To simplify matters, therefore, a single value
must be chosen for those categories for the turnover ceiling and balance sheet total ceiling.
The EU recognized that it had to harmonize definitions or move towards a single definition
because, "…the existence of different definitions at the community level and at the national level
can create inconsistencies and can also distort competition between enterprises".
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8.5.

How to come to a definition of SMEs?

The process of arriving at a definition may be as important as the definition itself.
It is necessary to develop numerous qualifiers to the definition in order to produce workable
policies and interventions. In any case, there is not a perfect definition.
Based on realistic data
Often, the legislators, determining the SME definition, made direct transposition of the
European Commission’s recommendation of 6 May 2003 concerning the definition of micro,
small and medium –sized enterprises (2003/361/EC). The definition uses the following criteria:
- Number of employees,
- Amount of income/turnover and
- Amount of average value of assets.
The number of employees usually is not contested. The figures recommended in the EC‘s
recommendation, in regard to the turnover and assets value, are often decreased for a certain
amount (say ¼) in an attempt to adjust the turnover/income and assets value to local reality.
However, the figures determined in the definitions may be far from realistic and are not based
on a comprehensive analyses and estimations.
Productive small-scale activities with the potential for growth and technical upgrading or
dead-end survival activities? An example: Egypt.

Sample:
Size

Ownership

66% sole proprietors
33% partnerships
66% sole proprietors
Small
33% partnerships
Medium 66 % partnerships
Micro

Assets value median
Complied with rules
(Excluding land and buildings) on business registration
6,000 LE

52%

8,000 LE

60%

2,5 million LE

80 %

Micro enterprises in the sample have experienced little growth in employment and zero median
growth in production in the year previous to the interview. Small enterprises, on the other hand,
have experienced thirty-four percent annual growth in number of employees while medium
enterprises employment grew at thirty-eight percent. Production increases were in line with
employment growth.
Rural enterprises are generally smaller and have a lower average value of physical assets than
do urban enterprises.
Female operated enterprises generally started as micro enterprises and stayed in that size
class, while male operated enterprises more often started as small enterprises.
In terms of sub sectors, an important observation is " The annual growth rate for enterprises
measured by change in number of employees over the number of years the enterprise has been
in operation indicates that services have experienced the highest growth rate followed, second,
by manufacturing enterprises, and third, by traders."
Recommendation:
It is worth keeping in mind when discussing definitions. "Efforts should focus primarily on
providing financial and non-financial services to small and medium scale enterprises with growth
potential. Findings support that small and medium scale enterprises are the growth engines of
the economy rather than micro enterprises, which are more typically income generation
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vehicles. This does not imply that initiatives focusing on providing financial and support services
to micro-enterprises are not worthwhile, however it is important to recognize the limitations of
the expected outcome of these efforts."
While few micro enterprises are likely to be growth engines, some will become so. The
challenge is to devise definitions and policies that will enable government to identify and
encourage the ones with growth potential. These two segments of micro enterprise have been
described as: "productive small-scale activities with the potential for growth and technical
upgrading, on the one hand, and dead-end survival activities, on the other."12
Main suggestions:
- Understand the dynamics of the SME sector
The census data should be collected to generate information on rural vs. urban location, which
is valuable information for distinguishing types of micro and small enterprises. Information on
gross receipts, total assets, electricity accounts, export sales, characteristics of owners and
employees and so on has to be collected by various agencies but if the data base files are not
linked they not practical to use.
Longitudinal data that is needed to evaluate policy interventions and to understand the
dynamism of the sector. From census to census, the number of SMEs and the number of
people employed may grow by a certain percentage but hidden in this number is the possibility
that few of the firms in a size class may have survived from one census to the next. They may
have closed their doors, gone bankrupt, downsized by a size class, or may have graduated to
the next larger size class. The new enterprises that came into existence since the previous
census make up for these losses and add the growth. But the dynamics of the SME sector
remain hidden from view. Registration ledgers and electricity accounts, if they could be linked to
the other data sets, could provide some insights on the dynamics of the sector.
Most gross job creation takes place in one size class of enterprises and is true in most OECD
countries. But is the size class, to which firms are allocated the size class they were in the base
year, or is it the average size over a period of years, or is it the size they are at the time of the
survey or census?
The current data in Syria does not permit analysis of the dynamics of job creation in SMEs yet
the Government wishes to develop policies that encourage high rates of employment creation
by SMEs.
Without this micro-level tracking at the level of the establishment, how will the Government
know whether or not policies are working?
- Track export performance of enterprises

In most countries, growth in exports of goods and tradable services are considered to be an
essential component of overall economic growth. Large firms generally account for most (sixtyfive to seventy-five percent) world manufactured direct exports, but most of the growth in exports
is by SMEs. Exporting enterprises operating in a market economy without subsidies are, by
definition, competitive. They have the opportunity to be high growth, high productivity
enterprises. These are the enterprises likely to make the greatest contribution to wealth and
employment creation. The same database must be used to track export performance of
enterprises as well as other characteristics of the enterprises to enable effective design and
evaluation of policy interventions. Current data resources do not allow for a sophisticated or
useful definition. If a definition is ―desired‖, better data would seem to be ―necessary‖.

12

M. Abdel-Fadil, "A Survey of the Basic Features and Problems of the Informal Small and MicroEnterprises in the Arab Region", Femise, 2000
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- Improve data sources
Without solid baseline data and a method of evaluating impacts of various policy changes, it is
difficult to make any kind of cost benefit analysis of different programs.
One preliminary recommendation for improving the data sources in Syria is for the government
to implement a single business registration number (perhaps as part of a move towards
one-stop service centres for business) for each enterprise. This single number would be used in
all data collection and transactions with government agencies. The number would be used to
collect and cross reference all information supplied by the enterprise, including:

a simplified industrial classification

various measurements of size

assets employed

gross receipts

location information

information on the owners/managers
Once this data is collected (part of it has already been collected but does not appear to be
readily accessible) in the routine course of processing business registrations, tax returns or
social security payments or any other ways in which enterprises come into contact with
governments, it could be used to generate periodical surveys to provide longitudinal information
and a means of evaluating different approaches. In many countries, the income tax authorities
regularly collect most of the data mentioned above. It can be used to generate very useful
statistical information on the whole business sector or any one part of it.
- Compose useful definitions for the SME sector
In considering ways to compose useful definitions for the SME sector in Syria, it may be
appropriate to make distinctions based on the following additional factors (reminding that a
definition should not require complicated formulas for its elaboration):
Industrial Sector
Manufacturing vs. Services vs. Trade vs. Construction
The size classes should be different depending on the sector. Retail
establishments or restaurants can probably be safely classified in the same group
no matter how many employees they have, as just one example.
Exporting or Non-exporting
Exporting firms are likely to have high potential. Export performance offers a
good way of targeting policies for firms in a size class that includes a lot of low
potential firms. For example, a micro-enterprise that exports tradable services is
likely to have different needs and potential than one that does not export.
Age of the Enterprise
New firms have higher rates of net employment creation than older firms while
older firms have lower employment volatility than newer firms. New firms are
most often small but not all small firms are new. An enterprise that is still micro or
small scale after more than five years may be going down a dead end street or
be simply supporting a lifestyle.
Balance Sheet Items
Value of fixed, physical assets, excluding land, is a better measure of capital
intensity than total investment, which could include items such as inventory and
good will.
Income Sheet Items
Gross receipts alone or the ratio of gross receipts to raw materials or the ratio of
gross receipts to direct labour can provide valuable information to distinguish
members of similar size classes and, if done by industrial sector, can also be
used by firms for benchmarking.
Ownership/Characteristics of the Owners
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Many countries stress that SMEs should be independently owned rather than
include subsidiaries or branches of large firms. Age, gender, education, and
previous employment of the owner for owner/operated enterprises can be useful
in defining program interventions. Native or other visible minority status may be
used as part of the definition of SMEs targeted with enhanced or special program
initiatives.
8.6.

Recommended Actions

The micro, small and medium sized entities have to be correctly defined and the definition
should be reconciled in all the laws that currently regulate this area in order to facilitate the longterm Government strategy to support this sector. Therefore the following steps are
recommended:
Step 1) The SME Department of MoET should take the initiative and nominate an ad hoc
Commission or Working Group of max 5 experts for the purpose of drafting of the very first
version of the definition to be circulate for comments in the consultation process.
Step 2) to determine the first comprehensive and realistic definition of SMEs on the basis of
these criteria:
- number of employees (micro-up to __ employees; small-up to __; medium up to __)
- amount of income/turnover (figures presenting the real economic situation in Syria)
and
- amount of average value of assets
Step 3) open a consultation process with all stakeholders all over Syria in order to get
agreement on the proposed definition and to fine-tuning the amounts of the thresholds. It would
be enough to set up a small task force to hold 5 workshops with all key stakeholders in each of
the following most important areas: Damascus, Damascus rural, Aleppo, Homs, Hama e
Lattakia that have the highest number of enterprise. The task force should use a questionnaire
and a reporting system to come to a draft final definition by a restricted ad-hoc commission.
Step 4) the agreed definition, based on the number of employees, the correct turnover and the
amount of average value of assets should be incorporated in the SME Promotion Law
In order to provide a unified, unambiguous and comprehensive definition of SMEs
complementing the Government‘s policy and the strategy for the small and medium-sized
enterprises, the same definition should be approximated with other definitions of SMEs used in
existing and future laws.
Therefore amendments to existing laws will be required.
8.7.

Proposed text of the definition (example to start with):

As a result of these efforts the SME definition could have a text similar to the following:
A micro size enterprise shall be an enterprise that, in each of the last two accounting years, or
in the first year of its operations, has met the first criterion and at least one of the second and
the third of the following criteria:
1. the average number of employees based on working hours is up to __ employees and
2. the annual income is less than SYP_____ and the total turnover is less than SYP ____, or
3. the average value (at the beginning and at the end of the accounting year) of the total assets
is less than SYP.
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Small size enterprise shall be an enterprise that in each of the last two accounting years or in
the first year of its operation, has met the first criterion and at least one of the second and the
third of the following criteria:
1. the average number of employees, based on working hours, is up to __ employees and
2. the annual income is less than SYP ____, and the total turnover is less than SYP ___ or
3. the average value (at the beginning and at the end of the accounting year) of the total assets
is less than SYP _____.
Medium size enterprise shall be an enterprise that in each of the last two accounting years or
in the first year of operations, has met the first criterion and at least one of the second and third
of the following criteria:
1. the average number of employees, based on working hours, is up to __ employees and
2. the annual income is less than SYP _____, and the total turnover is less than SYP _____ or
3. the average value (at the beginning and at the end of the accounting year) of the total assets
is less than SYP _____.
What to do with a your final draft SME definition?
The issue here is if it possible to introduce a definition by law.
From the legal point of view, it is not possible to issue legislation that merely introduces a
certain definition, no matter how important or overarching it is. A definition has to be in the
context of a substantive law. Accordingly, it would indeed be possible for a law to define SMEs,
but only within the context of providing substantive provisions concerning such entities.
A law can never claim to explain or define a term in an eternal or universal way. A law, when it
does define, will necessarily do so within a specific context. This context is invariably the context
of the law itself. In other words, the law will define the term for the purposes of the subject
matter of the law itself and for that subject alone. Thus a law, if well drafted, will clearly state
that each definition stated in it is provided for the purposes of that law alone. This is also to say
that a legal definition can never be provided in vacuum, but always has to be in the context of
the subject matter of the law.
The SME definition as an integral part of the SME Law
The starting point for defining SMEs is actually to answer a much more important question: what
is the law saying about those SMEs after it defines them? What benefits, rules, provisions,
penalties or other substantive terms will apply to them that warrant defining them? Hence before
deciding whether or not SMEs should be defined in the law or not, and how such definition will
be worded, it is important – purely from a legal and legislative point of view – to know ahead
what the definition is going to be used for.
A law or a ministerial decree?
A definition that is included in a ministerial decision will not have the power to amend already
existing definitions in laws in application of the principle of legislative hierarchy. Thus an allencompassing definition would have to be in a law, even at the risk of sacrificing some flexibility.
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8.8.

Final Observations

Several observations can be made about these numerous definitions currently in use.
1) Value of fixed assets, either by itself or combined with number of employees, is the most
common criterion.
The range of variation of measures is vast. Most definitions used do not permit useful
distinctions to be made for intervention purposes. This problem is particularly acute in the small
size classes where some of the SME interventions concentrate on employment creation through
self-employment programs. Since the programs serve firms with roughly the same number of
employees, confusion arises as to the criteria for eligibility. Start-ups become confused with low
growth or static enterprises (dead-end survival). Sorting out this confusion between start-ups
and low growth enterprises is important because the common experience in most countries is
that micro enterprises started through self-employment / poverty alleviation schemes seldom
graduate into small and medium-sized enterprises because the owner-operators are ―reluctant‖
entrepreneurs. These businesspeople are not exploiting some market or technological niche
and are likely to abandon the business for wage employment if an attractive opportunity
presents itself.
Lending to "start-ups" or to youth, women, displaced agricultural workers, etc., that traditionally
have not deliberately chosen entrepreneurship, is quite different from lending to well educated,
trained individuals who see an opportunity to become successful by doing something they enjoy
and who may have already started their business using savings and family sources, and now
need additional funds in order to expand or capitalize on an opportunity.
2) Using a definition based solely on the number of employees does not allow service
providers and governments to make these valuable distinctions in the SME sector.
3) The informal sector
Another issue ineffectively addressed is the so-called ―informal sector‖. The question is: "Where
is the line between formal and informal?"
Usually, the analyses observe that a significant number of businesses of all sizes, but especially
micro enterprises, do not comply with all governmental requirements for registration, licensing,
possessing tax cards and making social security payments for their employees.
However, if analyses continue to be based on informality being defined as not having satisfied
at least one of the requirements, this tends to make the number of non-complying businesses
too high.
Moreover, if government authorities only consider enterprises that meet all criteria as being
SMEs, they are probably missing a great deal of the economic activity of the country.
Informality would be more usefully defined as ―enterprises that did not meet any of the
requirements or that did not report business income‖.
For example most self employed people or business owners may report business income on
their annual tax returns even though they may not have a registered business, have the proper
sales tax registrations, have legal employees for whom they make various payroll taxes, have
municipal or provincial licenses, etc. The reason is that the penalties for income tax evasion are
usually severe while the penalties for not complying with the other requirements are not. The
number of tax filers is a more useful measure of the number and size of businesses in than any
other number produced by the other agencies that keep track of businesses. This may be the
same in Syria.
Separating eligibility from entitlement is important.
The Government may wish to carefully consider the implications of making policy measures and
programs into entitlements. Entitlement leads to dependency, lack of competitiveness, nonentrepreneurial attitudes and a host of other problems best avoided at all costs. Eligibility, on
the other hand, merely states that the enterprise is eligible to apply or to compete and has to
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demonstrate that it‘s application meets all the criteria and is worthy of receiving a particular
procurement contract or loan through a process of self-identification.
A system of self-identification should be applied, which leaves the onus on the enterprise to
demonstrate eligibility.
The single tax number
If the government wishes to set up and maintain a register, the easiest way is through a single
number referenced to tax returns. The information for verification of eligibility would be available
on the tax return and could easily be checked if there is any doubt on the part of the agency
conferring the benefit. In fact, one way to encourage enterprises to formalize themselves is the
requirement to file tax returns to obtain any financial incentives such as refundable tax credits.
This method can be used for interest buy-downs, research and development or market
development assistance and for cost sharing in the hiring of various kinds of expertise. To
receive the incentive, the enterprise must file a tax return.
Separating the task of verifying that an enterprise meets the criteria for a contract from the task
of granting the contract between two different agencies is all that may be needed.

Conclusions
This document does not propose a definition to be used in Syria but suggests the
implementation of a process to consider important variables unique to Syria to be used to
formulate a definition. Similarly, it recognizes that the consultative process needs to be used for
arriving at the definition, so that through cooperation and collaboration, the players "own" the
definition.
This paper concludes by reiterating that there is no correct definition. Whichever definition is
finally selected is probably only as good as the inclusive, consultative process used for arriving
at it. In conclusion, a less than perfect definition, which can be revised over time as both
cooperation and data resources are improved is preferable to waiting until the data is perfect
before embarking on the process of formulating a definition.
Based on the information available, it appears that while the data could support a definition
based on other variables than just the number of employees only, the data resources are
currently difficult to access. There is a need to improve the quality of data.

A bad definition is better than no definition
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9. Proposal for an SME Promotion Law
9.1.

Introduction

Better legislation and regulations for SMEs is considered one, if not the most, critical and pivotal
dimension among the 10 dimensions of the SME Policy Index. It clearly calls for major efforts
from Government in introducing the right legislative framework for SME development support
that should provide the pillars upon which the institutional and regulatory framework for SME
Policy formulation and implementation can be built and based on.

9.2.

Why there is a need for an SME Promotion Law?

The purpose of an SME Promotion Law is mainly to promote rather than regulate, and it wants
to be the answer from Government to the need to fill a legislative vacuum, which otherwise will
continue to generate an uncoordinated, unofficial, improvised and therefore often ineffective
SME support system.
As shown by the picture above, the objective is to provide the solid foundations where to base a
set of clearly identified directives and actions that lead to a better legislation and regulations for
SMEs. They reflect the SME Policy Index indicators considered above and introduced in the
proposed SME Promotion Law structure below.
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9.3.

The main concepts introduced in the draft SME Promotion Law

The proposed main structure of the draft SME Promotion Law is as follows, while a breakdown
of proposed articles is presented in Annex 2.

Title / Chapters / Sections
SMEs Promotion Law

Chapter 1
General provisions (goals of the
law and definitions)

(Comments / Recommendations)
This law may incorporate the text of the SME Agency Law or it can be a
separate law with the appropriate links and references.
This Chapter provides for:
a) The goal of the law: to create a favourable environment for SMEs.
b) To define ―Enterprise‖, ―Entrepreneurs‖, ―SMEs‖ and ―other terms
used in this law‖
c) To officially and soundly state the concept of freedom of enterprise
d) To introduce clear limits to State control on entrepreneurs
e) To set out the rights and obligations of enterprises

Section 1

Definitions

The most important element of this section is the final transitory SMEs
definition adopted at completion of the proposed consultative process
among stakeholders. This definition should be modified in few years as
the changes in the economic and regulatory conditions in Syria will
require.

Section 2

On freedom of enterprise

The objective is to introduce a change of the relations between public
administration and the entrepreneurs, with the purpose to give more
trust in entrepreneurs‘ good intentions and to establish the basis for the
beginning of a process of creation a new relation between public
administration and businesses based on mutual trust.
The main principles introduces by the legislator in this section have the
objective to make sure that everybody has the right to undertake and
run a business – any discrimination is forbidden;
The administration is to service entrepreneurs without any delay.

Section 3

On control of the entrepreneur

Section 4
On rights and obligations of
enterprises
Chapter 2
The creation of a favourable
regulatory environment for the
SMEs start-up and their
development

The objective is to set clear limits to abuse of power from public
administration, which is obliged to act with respect to entrepreneurs‘
business and to support micro, small and medium in particular.
The Government is not allowed to pose any additional requirements to
entrepreneurs (which are not regulated by law).
The Objective is to regulate also the obligations that the entrepreneur
have to meet against a more
This Chapter provides for:
a) Simplification and RIA
b) Better access for SMEs to essential public utilities and public
procurement tenders
c) Out-reach of SMEs locally and in the most disadvantaged areas,
access to R&D and innovation and more skilled workers
d) Better conditions for company transfer to family members and heirs

Section 1
Simplification of licensing and
administrative procedures

Simplification of regulations and Regulatory Impact Analysis are the
pillars on which an institutional and legislative framework for SMEs
policy is based. It is recommended to introduce provisions for the
creation of a dedicated Task Force, the Inter-Ministerial SME
Committee, with mandate to elaborate a first basic RIA programme

Section 2
Simplification access to public
services and utilities
Section 3

Objective: better access to utilities networks, evaluation of impact on
SMEs, maximum fees ceiling,
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Priority access for SMEs to
public procurement of products,
works and services
Section 4
Regional and local Centres for
services of information, advice
and counselling granted to the
small and medium enterprises
Section 5
Stimulating the R&D (research
and development) and
innovation activity carried out by
the SMEs
Section 6
Vocational training

Objective: Preferential access conditions to SMEs, free training to
access procurement tendering by SEA, information support by EIC and
possibly use electronic systems support.
Objective: to guarantee out-reach of SMEs also in disadvantaged
areas, and bring delivery of services closer and more responding to
local needs.

Objective: to foster know-how transfer to SMEs, technology upgrade by
promoting the setting-up of business incubators, scientific and
technological parks and other similar infrastructures and elaboration of
a National Strategy of R&D and Innovation.
Objective: to answer the need coordination with National Employment
Policy, links with demand / supply and disadvantaged areas and
groups.

Section 7

Transfer of SMEs

Chapter 3
Programmes for SMEs
development

Chapter 4
Facilitating financing of and
investment in SMEs

Objective: to answer to the needs of many companies in Syria facing
the problem of company transfer to their family members or heirs;
reducing of costs against continuation of operations and employment
for at least 3 years; easing the transfer for micro-enterprises and family
businesses.
This issue should be regulated by the Company Law, but given that in
Syria today the rate of Inheritance Tax is extremely high (up to 100 %
of the value of the inheritance), it is very important to introduce the
principle that SMEs are provided with preferential treatment or better no
charges.
Objective: enhance direct involvement of local authorities and actors in
contributing to both SME Strategy and local economic development;
introduce co-financing principle; establish clear mandate for SEA and
SME Forum; to secure funding for the implementation of the SME
Strategy.
A typical chapter in an SME Promotion Law would be dedicated to the
provision for a Credit Guarantee Fund. At the moment the feasibility of
its introduction is Syria is under assessment by SEBC. It is clear that a
CGF could not work without a Bankruptcy Law and a Rating Agency.
This law could play a strong role as vehicle to start creating the
conditions and awareness for the legislator to take urgent steps in that
direction.
In this section the principles of facilitating financing and investment in
SMEs, are therefore introduced.
The principle of supporting investment to SMEs is here introduced
because the recent Investment Law 2007 did not provide for any
specific reference to favourable regulations for SMEs.

Chapter 5
Implementation of the policies
and programmes of
development of the small and
medium enterprises

Objective: to provide for clear responsibility for the implementation of
the SME Development Strategy; to provide the SEA with local
operational offices; to ensure commitment from the PM Office to set up
the Inter-Ministerial SME Committee of major ministries with impact of
SMEs.

Chapter 6
Sanctions

Sanctions and enforcement must be always clearly defined in order to
make the law implemented.

Chapter 7
Transitory and Final provisions
Reference to Constitution

This articles should provide any link to other existing laws or law
entering into force on the same moment because integral part of the
present law (this could be the case of the Law on Establishment of the
Syrian Enterprise Agency if not incorporated in the present law
because of local legal practices or other substantial reasons)

Publication
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By adopting this law and the law on Establishment of the Syrian Enterprise Agency13, the Syrian
Government will make a major progress towards the institutionalization of SME Policy straight
into the heart of the Government, make a remarkable step forward in the establishment of the
needed legislative and institutional framework for SME support policy and give to the
international community a undisputable sign of its commitment to the creation of a better
business environment for Syrian SMEs.
9.4.

Other recommendations:

a) The Government should give a good example of transparency by:
4. setting up a Drafting Committee to prepare the SME Promotion Law
5. initiate public consultations process with stakeholders for each of the revised draft
versions by also allowing for a closer cooperation between the government and the
donors community (donors may fund studies or researches and support in writing new
laws and regulations)
6. when a final draft has been reached, then transform the Draft Committee in an
Implementation Task Force (the to monitor the application of the law and ensure its
proper enforcement (in particular through appropriate subordinate regulations).
The Implementation Task Force will consequently draft the implementing decrees, advocate
changes to existing laws in conflict with the spirit of the Law on SMEs Promotion and ensure
that new draft laws being prepared will not contradict it.
b) A public consultative process should be initiated by the SME Department of the MoET. It is
recommended this consultation to be organized at the same time with the public consultation on
the first SME Definition.
c) The creation of a national business register is crucial together with a law on business
registration or its integration within the Company Law.
d) Future assessment of individual provisions of the proposed SME Promotion Law should
cover each of the following main areas:
(i)
Objectives;
(ii)
Main content;
(iii)
Completeness, level of detail and reasonableness (or lack thereof);
(iv)
Effectiveness, i.e., whether the SME Promotion Law has made a difference and to
what extent this difference is attributable to the content of a provision and its
enforcement;
(v)
Problems that have arisen and the issues to be dealt with; and
(vi)
Reasoning behind suggested solutions.
Examples of best practices of laws on SMEs Promotion and tables on Basic Policy
Infrastructure for Enterprise Development in MEDA and Balkan countries are provided in Annex
5.

13

See Annex 3
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10. Proposal for a Syrian SME Agency
10.1.

The general concept of a National SME Agency

10.1.1.

What is a National SME Agency?

A National Agency for SMEs is an institution, which is usually established by Government to be
the main coordinator, facilitator and promoter of SME development at the national level.
It is expected to be placed at Government level, but also to be enough operationally
independent to act as the executive body responsible for the development,
implementation, monitoring and review of the SME Strategy adopted by the Government,
as part of the comprehensive policy framework of the National Development Plan.
It generally attempts to find national solutions to the problems and opportunities which affect the
SME sector and which cannot be addressed at the local level. A National Agency can work in
partnership with local Business Service Providers (BSPs)14 to provide a range of
supplementary services, which an individual BSP might not be able to otherwise provide itself.
That would be an exception to the main BSPs role to directly deliver services to SMEs.
Also, having direct contact with central government enables a National Agency to ensure that all
government departments and Ministries are aware of the implications of their policies on the
SME sector, and to assist in the design and promotion of more “SME-friendly” policies and
regulations.
10.1.2.

The rationale

The practical rationale for a National Agency for SMEs is grounded in several key contributions
it can make to SME development as:
 it can promote the wider goals of the SME sector throughout the country, and even more
broadly the concept of entrepreneurship itself.
 it can offer nation-wide programmes, which benefit from economics of scale, such as
export promotion initiatives, international sub-contracting development, and training of
specialised staff.
 it is able to undertake research into the SME sector and its needs and requirements, to
allow for decisions be based on evidence.
 it can have an important role as an Apex institution, both establishing and supporting
the range of local SME support institutions, which are a requirement for effective SME
development.
 it can be a BSPs facilitator by providing a focus of technical expertise and
competence which de-centralised support institutions can tap into as and when
required.
 it can co-ordinate and manage the activities of international donor organisations,
and thus maximise the likely impact.
 it can establish and maintain SME development as a key economic development
trajectory with central government, thus eliciting funds for the sector.
 it can develop policy for SME development based upon an understanding of the issues
and through a consensus of those working in the field at all levels of government and
outside of government.
14

Business Service Provider: a firm, institution or individual that provides Business Development Services directly to
SMEs. They may be private for-profit firms, private not-for-profit firms, NGOs, semi-public, national or sub-national
government agencies, industry associations, etc. They may also be firms whose core business is not services but
who provide them as part of a broader transaction or business-to-business relationship.

SEBC/SSP

60

10.1.3.

The Role

National SME Agencies are set up to:
-

-

Promote the development of SMEs in the Country
Develop and implement SME strategies and national programmes
Co-ordinate the provision of business support services to enterprises both nationally and
locally through a network of local business service providers, which they are expected to
help establish and support
Adopt a proactive role in developing the capacity of the BSPs network
Facilitate a supportive relationship with the local institutional SME support structures
Distribute donors/government funds to the local BSPs network and monitor performance
Promote bottom-up policy development by building up competence within local
authorities to enable them to formulate coherent sectoral or local strategies.

10.1.4.

A ministerial department and a special Agency are complementary

As mentioned above, a shift from direct support to enabling environment for SMEs requires a
different interaction among different institutions and stakeholders.
A clear policy statement is closely linked to the question of where responsibility for SME policy
development lies. Designating clear responsibility for SME policy within government
structures is important to avoid a situation in which different ministries create their own SME
development agendas. It is important that an SME Department has clear and recognized
responsibility for SME Policy formulation in the Government, as it is vital to have an executive
agency, at a sufficiently high level, to play an advocacy role for SMEs and to ensure synergy
among the various SME-related activities and programmes of different government
departments.
An empowered agency may be better placed than a ministerial department on performing
effectively that advocacy role for SMEs and functioning as a “clearing house” for respective
departmental programmes to meet the needs of SMEs.
10.1.5.

The Agency’s place within the Institutional Support Framework for SME
promotion

Although being established by the Government and within the Government framework, in most
cases, National Agencies have been structured as somewhat separate from government and
relevant Ministries. This allowed them to undertake their operational duties without constant
bureaucratic hurdles from a government or from a specific ministerial bureaucracy, which might
otherwise have no interest in SME development or simply have its hands full with other
economic problems (e.g., privatisation, restructuring, reconstruction), or worse might be
antagonistic to SME development per se.
Several existing agencies, by being structured as relatively independent of government, and - at
least in the initial period - to manage the whole range of SME programmes supported by the
international community, have been able to act as a bridge between policy and operational
issues, as well as provide project management unit (PMU) services for donor’s SME
programmes.
A National SME Agency is expected to work with partners across Government, the private and
voluntary sectors to promote actions that drive improvement in delivery of support services and
policy formulation. By listening and learning from its customers (SMEs), a National Agency can
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do more to make Government limited resources work harder, by bringing Policy and Delivery
together to drive improvement.
Therefore, the SME Agency is in the centre of a virtuous circle, influencing policy and delivery,
making decisions based on evidence.

10.1.6.

Organizational Structure

There are several countries with fully functioning National Agencies employing 25-50 staff,
engaged in policy related research and advocacy, co-ordination and management of national
and donor supported SME development programs. These may include the overseeing (or
management) of grants and loan funds, provided by a foreign donor, and the promotion and
management of EU and bilateral programmes.15
A more limited organizational structure for the inception phase of the planned Syrian Enterprise
Agency (SEA) in Syria is proposed in this document.

15

For a map of several SME Agencies in Europe, their employees and budgets see Annex 5.
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10.1.7.

How relevant is a National SME Agency to the needs of Government policy?

A National Agency can be very relevant to government policy, as
I.

II.
III.
IV.
V.
VI.

10.1.8.

The establishment of a fully functional National SME Agency, with an effective
mandate and adequate resources, is a measure, which is usually keenly monitored
by the representatives of international business community and donors (as shown by
the SME Policy Index 2007 indicators mentioned above in this paper), and it would
send a clear message on the Government‘s commitment to economic reform.
It has been in many cases a specific requirement for access to international donors
funding or support programmes for SMEs
A National Agency helps to focus government attention upon the need to develop an
overall SME friendly and conducive business environment
It acts as a channel through which government policies are ―operationalised‖
It provides an important form of support for the local BSPs, in particular as a channel
for national and international financial and technical support for the BSPs
Identifies and provide support for particularly declining or disadvantaged regions and
where local capacity and support might otherwise be insufficient to address the
problem.
How relevant is a National SME Agency to the needs of SME sector?

Although being remote from most SMEs in the field, overall the National Agency‘s task is
I.
II.
III.

10.1.9.

To promote the general background (legislative, fiscal, education, etc) against which
effective SME development takes place,
To identify, finance and exploit development possibilities which will benefit the whole
economy over the longer term, and
It is also best placed to respond to the emerging issues of national concern and
problems affecting the SME sector.

How effective and efficient a National Agency can be?

Overall effectiveness can be measured – for example, by the improved performance of the SME
sector as a result of the actions of the National Agency. This may mean, for example, that the
BSPs have been able to provide a higher level of services to SMEs thanks to special SME
Development programmes (training, financial, special purpose) introduced by the National
Agency.
Efficiency refers to a series of planned outputs - for example, the amount of supportive
legislation put in place, the extent of research support provided, the extent of training of BSPs
staff provided, the number of SME development programmes operationalised, and so on.
10.1.10. Impact
The National Agencies can have an important impact in persuading government of the
importance of SMEs in the economy, as far as they have the resources and political support to
play a more forceful and influential role to achieve significant changes within government.
Impact may refer to a group of wider objectives, which can be realised throughout the country‘s
SME community through the activities of the National Agency, including:
 the general promotion of entrepreneurship as a concept,
 encouraging government to assist with the development of the SME sector, and
 the development of additional and/or private sector SME support capacities.
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The National Agencies created with EU Phare16 support have had an important impact by being
able to implant the concept of both entrepreneurship and SME support within the future member
countries, and particularly within the government structures which most affect SME
development ensuring that SME development has remained as one of the major economic
development techniques which government should support, rather than concentrate simply on
macroeconomic policy and the privatisation or restructuring of the large enterprise sector.
In addition, a number of important longer-term developments of importance to the SME sector,
such as industrial sub-contracting and export development, have been successfully promoted
by the National Agencies. These are generally programmes, which require national presence
and economies of scale (thus making them unsuitable for BSPs to undertake). In many cases,
the National Agency has been able to respond to key problematic issues for SME development
by successfully lobbying government to implement changes.

10.1.11. Sustainability
Based on EU and Balkans experiences, with the reduction in donors funding, the long-term
sustainability of National Agencies will be dependent on government funding.
In the long run, National Agencies set up outside and at lower level of government are generally
not well placed to persuade their Ministries to release funds for them in preference to other
projects more directly under the control of Ministers.
More than the local BSPs, the National Agency is concerned with the provision of public
goods17. Overall, it is generally not possible or desirable to charge individual SMEs for these
services, which would otherwise not be provided by the free market, and so lump sum subsidies
remain the only viable mechanism to support the operations of a National Agency.
There are cases where some National Agencies were also expected to provide counterpart
funding for donor‘s SME programme. Given that most National Agencies have been unable to
obtain sufficient funding for their own activities, it has not been easy for them to provide
counterpart funds.
Without a proper funding base, the better-established National Agencies may also be forced to
commercialise some of their operations. This would seriously weaken their impartiality and
effectiveness.
The majority of Phare Technical assistance in the SME development area has been channelled
through the National Agencies rather than line ministries.

10.1.12. Risks
- A National Agency may become just an administrative body for donor funding rather than
engaging in SME development.
In Hungary, the National Agency (MVA) was established with Phare support, but it has become
mainly the body through which substantial international donor funding has been channelled from
the German, UK and Dutch governments and from several other international development
agencies.

16

Phare-financed programmes in support of SMEs, Evaluation Report, February 2000
Public good: a good (or service) is said to be public if the amount consumed by one individual or firm does not
reduce the amount available for consumption by others. In other words, it is impossible to exclude others from
consuming the good (or service); the benefits are not fully appropriable. The benefits that accrue to others are an
“externality”.
17
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- A National Agency may not be able to provide the type and/or level of support, which the BSPs
want.
In many, if not most, of the countries where there is an operating National Agency for SMEs, the
BSPs value their independence and tend to see the National Agency as answerable to them
and, when it is not, they then take to establishing their own organisation to represent their
interests. On the other hand, the National Agencies like to consider the BSPs as branch offices,
or else resent the BSPs increasing commercialisation, which they - probably correctly - see as a
serious threat to the nature and future functioning of the entire SME support structure.
- BSPs may re-orient towards the National Agency as the client, and not the SME sector.
Under this circumstances, the BSPs effectively become enterprises themselves, competing for
and undertaking whatever activities they win, rather than trying to develop a specific capacity to
understand what is required within its own locality for effective SME development, and then
responding to this requirement.
Overall, due to lack of funds, minimal political support and limited freedom to intervene to
address major market failures, a National Agency is unlikely to develop, or have the potential to
develop, into adequately pro-active body which can make a real impact on SME development at
the national level.
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10.2.

The Concept of the Syrian Enterprise Agency

10.2.1.

The Agency place in the institutional framework for SME support in Syria

The main institutional actors in SME Development can be defined in the following three levels:
Policy:

GOV/MOET – SME Department provides for the direction of government
policy towards the SMEs development and growth, formulate SME policy
and secure the resources.

Implementation:

SME Agency (SEA) will be responsible to design, manage and monitor
the opportune programmes, measures and actions adopted at
government and / or donors level, in co-ordination with relevant Ministries
having impact on SMEs18 and with the business community

Delivery:

Local and regional Business Services Providers represent the direct
operational link with the SMEs by delivering the support programs to the
final beneficiaries the SMEs.

18

The Inter-Ministerial Committee should be headed by State Planning Commission to ensure both coordination and
integration of SME Policy into the main streams of the National 5-years Plans.
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10.2.2.

The proposed institutional support system

In order to deliver the comprehensive SMEs policy framework indicated by the SME Strategy
and 5-Years Plan, it is recommend the establishment of
-

An SME Support Agency of Syria (the Hub)
It will be the executive body, which will deliver the Government vision and its strategy
towards it. It will have a leading role in influencing SME policy and its delivery, making
decisions based on evidence, as the centre of a virtuous circle.
This may be done by a) empowering the SME Department to become an agency b)
create a new ad hoc independent agency c) create the agency within the existing SME
Department resources and gradually become an independent government agency.
Option b) today is the only feasible.

-

An SME Forum (the Advocacy role)
It will have an independent role for a more transparent process of consultation with the
business community, donors and stakeholders with respect to all SME-related issues
and activities.

-

A Business Support Network (the Delivery)
This will be the network of all business service providers in Syria, which provide
information, advice and access to experts on all issues relating to running a business. It
will include both new national and regional services to help SMEs as well as those which
are already planned or under implementation, such as Business Incubators, Voucher
Counselling System, One-Stop-Shops, National Business Register, SME Web Portal,
etc.

-

An SME Observatory (the Evidence)
Located in the University or other institution (preferably located within the Agency at the
beginning), the Observatory will work closely with the Agency, making it a centre of
expertise on SMEs on behalf the Government by using the best available evidence from
a wide range of sources, making sure that all policy decisions are underpinned by sound
evidence and analysis. The Agency will ensure that all decisions that affect SMEs are
only taken after reviewing the evidence on what is needed and what actually works –
and where the lessons learned in the delivery of products and services are fed back into
the further development and review of the strategy.

10.2.3.

The Task of the Syrian Enterprise Agency: to deliver the Syrian Government
vision and strategy

Once set up and running, it will be the task of the Agency, in co-operation with the whole of
Government, to deliver its vision. The Agency will provide a focal point for SMEs issues in
Government. Having listened to the business community, and talked to officials across all
departments at all levels, the Agency will deliver the policy framework to ensure a more
coherent engagement between the whole of Government and the SME sector.
This policy framework set out the position of the Agency as a centre of expertise on SMEs
issues working on behalf of the Government, and as a key resource for other parts of
Government when considering policies that affect SMEs.
The MoET, once the Agency have been created, will mainly be concerned by policy matters, for
which task it will get inputs from the Agency.
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The Agency will get constant information from the basis via local and regional service providers,
business associations, SME Forum, EICC, Chambers of Commerce and Industry, banks,
University and all other relevant local institutions and stakeholders in SME policy.
Channelling evidence based information to Government to influence its decisions on SME
policy, providing constant expertise upgrade and sub-contracting arrangements (from state
budget and donors funds) to the local business service providers to influence their delivery,
together with quality control of these services, should be the Agency’s essential responsibility.

10.2.4.

Mission

―To contribute to the further realisation of a social market economy in Syria by helping to build an
enterprise society in which SMEs thrive and achieve their potential, with an increase in the number
of people considering going into business, an improvement in the overall productivity and
competitiveness of SMEs, more enterprises in disadvantaged communities and under-represented
groups and by becoming a key mechanism for ensuring stronger and more effective SME
representation‖

10.2.5.

Vision for the Agency

The Syrian Enterprise Agency aspires to become an intelligence-gathering and co-ordinating hub
in the multi-stakeholder environment of SME policy, to be a leading and dynamic National Agency
that supports and further develops a vibrant, competitive and growing Small and Medium
Enterprise sector in Syria.
The Agency will recognise the seven priority themes mentioned above as key drivers for
economic growth, improved productivity and increased employment opportunities, which
represents the Syrian Government vision set out in the SME Development Strategy 2008-2013.

10.2.6.

The Agency priority themes

PY
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Agency Priority themes

1

Better regulatory environment and policy

2

Improving access to finance

3

Better institutions and business support services

4

Building an enterprise culture

5

More dynamic start-up market

6

More competitive companies

7

More enterprise in disadvantaged areas and under-represented groups
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Over the next years, the Agency will work with its partners at national, regional and local level to
 Develop the seven themes into seven national sub-strategies
 Implement them and monitor progress
 Improve its impact as a centre of expertise, an intelligence-gathering and co-ordinating
hub in the multi-stakeholder environment of SME policy.
It is the Agency task, working with MoET and the rest of the government, to lead in delivering
this vision.

MoET will be launching some programmes and it will introduce a range of policies, initiatives
and services to help SMEs. Many will contribute to one or more of the seven strategic themes.
The themes, however, will require further work with partners to identify policy needs and the
best means of meeting them if they are to be developed into coherent and comprehensive
strategies for the longer term.
The plan for the Syrian Enterprise Agency‘s first year of operation, therefore, should involve an
element of research and evaluation alongside specific actions.
The tentative Logframe with expected results and activities of the SEA is proposed in Annex 4
The Intervention Logic of the Agency, including examples for specific MoET measures (i.e.
Incubators and SME Credit Fund) is shown in following tables:
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10.2.7.

SEBC/SSP

The Intervention Logic
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10.2.8.

Proposed organizational structure

When approved and applied, the Law on SME Promotion (or the Law on Establishment of the SEA,
if enacted separately) and the SME Agency Statute will represent the basis to define the Agency
organizational structure.
The main function of the Syrian Enterprise Agency will be the implementation and coordination of
national (and international) SME support programmes, as it should be clearly indicated in the
Action Plan adopted with the National SME Strategy by the Government, with a clear mandate to
the Agency for its execution in the foreseen terms.
It is possible to draw up a tentative minimal organization chart, taking into consideration objectives
and activities, in line with the priority themes of the SME Strategy.
In this contest, the relevant roles in the SME Agency organization could be the following:
-

-

Supervisory Board: controlling authority consisting of 7 members and President
Executive Director: managing body
Four main Departments:
a. Development and Programmes Dep. (2 staff from January 2008)
b. Institutional Support Dep. (2 staff from January 2008)
c. Research & Information Dep. (2 staff from January 2008)
d. Administrative Dep. (1 staff from January 2008))
Five regional offices (5 staff from 2008 if approved)
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10.2.9. The Supervisory Board
The Supervisory Board is composed of 8 members, President and seven members.
The Supervisory Board selects the President from the members of the Supervisory Board.
Other Members of the Supervisory Board must have at least three years of working experience in
the field of economy, in the period of the last five years.
The Inter-Ministerial SME Committee appoints members. At least three of the Board members
shall be representatives of the business community from different sectors, one representative of
the Ministry of Economy / Head of SME Department, one representative of the Ministry of Finance,
one representative of the Ministry of Labour and Social Affaires, and one representative of the
banks that supports SMEs.
The President and Members of the Supervisory Board are appointed for a period of 4 years, with
the possibility of re-election. Board members may be re-appointed after four years by the InterMinisterial SME Committee.
Board members must adhere to best practices and avoid conflict of interest.
In case of serious default regarding the above, the Chairman of the Board may recommend to the
Inter-Ministerial SME Committee the removal and replacement of a Board member.
Decisions of the Supervisory Board are taken by simple majority vote if at least five of the Board
members are voting. In case of a tie in vote, the vote of the Chairman of the Board is decisive.
Competences of the Board
The Supervisory Board shall have the following competences:
 Adopts the Statute of the Agency
 Ensures implementation of the working policies of the Agency, approve the internal regulations,
which fix the procedures, functioning, and structure of the Agency
 Develops a Program for the activities and development of the Agency, which is approved by
with the Government
 Approve agreements and participation of the Agency in relevant co-operation projects, as
required
 Appoints and dismiss the Executive Director of the Agency and fix his/her salary. A member of
the Supervisory Board cannot be at the same time Executive Director. The Executive Director
of the Agency may be re-appointed for successive periods of four years.
 Approve the annual programme and financial statements of the Agency prepared by the
Executive Director
 Decides on the criteria for the selection of institutions to cooperate with on realization of its
tasks
 Decides on methodology for preparation and tracking of the development projects of the SME
 Adopts the general provisions for the organization and systematization and other general
provisions of the Agency
 Sets the criteria for use of the facilities and funds earned by the work of the Agency
 Brings decisions on other issues related to the realization of the responsibilities of the Agency
and performs other duties stipulated by the law
 Propose legal and sub-legal acts that regulate and promote the development of SMEs
 Perform any other supervisory tasks in accordance with the internal regulations of the Agency
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Competences of the Executive Director
The Executive Director shall:
a) Represent the Agency and direct and control its activities;
b) Co-ordinate all activities related to the implementation of Government policies for SMEs, as
well as the co-operation between government institutions, local structures and associations
regarding support to SMEs;
c) Prepare the Agency‘s draft Internal Regulations for the Supervisory Board‘s approval;
d) Prepare the Agency‘s annual programme, the annual statements of the Agency as well as the
six-monthly reports.
e) Assist in co-ordinating programmes and projects for the promotion of SMEs in Syria and cooperate with relevant organisations and institutions, public as well as NGOs, in all matters of
quality services for SMEs;
f) Support actively SME consultancy services and the collection/dissemination of SME
information;
g) Commission and evaluate the SME studies and surveys and report on a continuous basis on
the situation of SMEs in various regions as well as on the enabling framework for SME
development in Syria;

10.2.10. Establishing the network of regional offices of the Syrian Enterprise Agency
Implementation of the SME Development Strategy, as well as the efficiency of the
entrepreneurship, consulting and information programs for entrepreneurs on the field will
significantly depend on the network of the Agency regional / local offices (or OSS) and the system
of BSPs.
The Agency roles are to co-ordinate and rationalize the BSPs system, taking into consideration the
local needs and specifics. Special agreements between the Agency and local BSPs and/or
institutions may be foreseen with the aim to stimulate entrepreneurial initiatives and development
of entrepreneurship in the regions, as part of the activities for Strategy implementation.19

10.2.11. Agency growth scenarios in 5 years
On the basis of
- the importance and resources given to SME policy by the Syrian Government
- the capacity of the Syrian Enterprise Agency to manage programmes and to play its role in
the SME policy environment
- its capacity to secure sources of funding form Government and International Donors to
implement its activities,
the growth performance of the Agency incomes will be presented in 3 different scenarios.

19

Bulgaria Agency for SME has six regional offices and 29 staff; Serbian RASME has established a network of 12 business support
centres (about five staff each), with a further 30 sub-centres (a couple of staff each); Macedonian ASE will co-ordinate the broad
network of SME supporting centres consisting of 5 Regional Enterprise Support Centres (RESCs), 3 Enterprise Support Agencies
(ESAs), the Prilep Region Enterprise Development Agency (PREDA), 4 Technology Transfer Centres, the five existing Business
Incubators and the Euro Info Correspondence Centre; Montenegro SMEDA has 4 regional offices in Bar, Bijelo Polje, Rozaje and
Podgorica, and plans additional offices. It boasts 25 staff (7 based in the Euro Information Correspondence Centre in Podgorica) and
various international advisors.
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Agency
growth in 5
years

Scenario 1
HIGH

Scenario 2
MEDIUM

Scenario 3
LOW

Agency position

High reputation and recognition from Syrian Government and Donors
community as the effective centre of expertise on SME Development. In
Syria. Increasing substantial financial contributions from donors and state
budget for SME support programmes.

Budget increase for
activities
2008-2013
From 0,8 M€ in 2008
to 4 M€ in 2013

(5 times increase in funds for projects and activities; benchmarking roughly
half of yearly budget for SME Development in similar countries)
Good Agency position as effective implementer of the SME strategy, with
reasonable impact on SMEs and main donors partially contributing to SME
projects

From 0,7 M€ in 2008
to 2 M€ in 2013

(3 times increase in funds for projects and activities)
Low growth enough to implement the assigned tasks by Government, state
budget very limited, only one donor contributing with technical assistance
and economic and political stagnation.

From 0,5 M€ in 2008
to 1 M€ in 2013

(2 times – 100 % increase in funds for projects and activities represents the
minimum target for the Agency to reach in order to justify its existence)

10.2.12. Concluding remarks
SME development cuts across sectors, involves multiple stakeholders and necessitates concerted
actions by the public and private sectors. Therefore, SME development should be mainstreamed
into the national development framework. Building up market institutions should be accompanied
by capacity building of appropriate institutional structures.
The Syrian Enterprise Agency will play a key role in generating a greater degree of co-ordination
and co-operation in the implementation of the SME Strategy.
The challenges facing business over the next years are immense: with the growth of the
knowledge based economy, greater reliance on intellectual property, an explosion of e-business,
increasing globalisation, more demanding customers and increasing pressures to good corporate
governance. Businesses will have to work hard to face all these challenges successfully.
It is important that the Government does not add to the list.
The Syrian Enterprise Agency overall responsibility will be to:
1) Maximise the support all parts of government provide and
2) Minimise the burdens they impose.
The Agency will have a role to ensure that Government policy makers take full account of SMEs
views when drawing up proposed regulations. It will have a role in encouraging enforcement
agencies to enforce regulations fairly and proportionately. It will be vigilant in pressing for
businesses to have access to timely and user- friendly guidance.
The Agency will help departments test their ideas with SMEs before irrevocable decisions to
regulate are taken, and more generally help them understand their impacts on the sector and how
burdens can be minimised.
Successful businesses are set up, and run, by enterprising individuals - but the
Government shapes the environment within which they can do business. Therefore the
Government have the responsibility to support business success.
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The main objectives of the Agency will be to:
 Help all SMEs realise their potential
 Provide top class business support services to enhance the performance of SMEs with
growth potential
 Promote enterprise across society and particularly in under-represented and disadvantaged
groups and areas
The Agency task: to deliver the Government‘s vision.
The Agency will
 Provide a focal point for SMEs issues in the heart of Government, bringing together all its
support for SMEs under one umbrella,
 Listen to the SMEs community,
 Talk to partners and ministries across Government,
 A centre of expertise on SMEs issues in the heart of the Government, but independent
enough to make things happen when promised.
 A key resource for other parts of the Government when considering policies that affect
SMEs, and
 Contribute to develop the policy framework to ensure more coherent engagement between
the whole of Government and the SMEs sector
The aim here is not to create and additional governmental body or the next useless agency or to
take away something from the SME Department, but rather to add to it, to move towards a more
open environment in which the experience gained during delivery and from SMEs customers can
be combined with the research and knowledge of all partners and stakeholders. These two
elements of a ‗virtuous circle‘ will influence the direction of policy and result in the development of
higher quality services.
The Agency will be at the centre of that process. It will help all of Government achieve the
maximum impact for the economy by acting as:
A centre of expertise, bringing knowledge together, analysing it, and disseminating it to those
who can use it to make a difference in policy and delivery. This means enhancing the Government
research and evaluation capability, enlarging its networks in the professional research world and
building common knowledge pools with its key partners inside and outside the Government.
An innovator, which takes that knowledge and uses it to develop the new ideas and new
approaches which, will better meet the needs of SMEs. The SEA will make the Government be
more creative and innovative, mirroring the behaviour it encourages in its SMEs customers. The
Government will be quicker in its thinking and in its response; it will act where the evidence shows
it can make the greatest impact, with the resources it has within the Agency, or will apply its
influence elsewhere if appropriate. Most importantly it will embrace change as a key driver for
raising standards.
An engine for change demonstrating just what can be done, measuring progress against
outcomes in the market place, and taking action at regional, municipal and local levels to raise
achievement. The Agency will support the development of new ideas and work with partners in
Government, the private and voluntary sectors to promote action that drives improvement in
service delivery and policy formulation. The Agency will be a champion of the needs of SMEs,
working with key partners inside and outside the Government, like the Syria SME Forum, and it will
be spending more of its time working proactively with others who have the potential to affect the
success of the SME sector.
The Syrian Enterprise Agency is an ambitious project for the Government and for Syria.
But Syria is not such a rich Country that can afford cheap projects.
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Annex 1
IMF preliminary conclusions of the consultations held in May 2007
Non-oil GDP growth estimated at 6-7 % and overall GDP growth of 4½ –5 percent.
Non-oil GDP grew at a brisk pace tentatively estimated at 6–7 percent.
Given a 6½ percent drop in oil production, this would be consistent with an overall growth of 4½ –5
percent. Growth appears to have been mainly driven by private consumption and non-oil exports
and may have been supported by some strengthening of private investment. Private consumption
was boosted by employment and wage gains, a good harvest (particularly for olives whose
production doubled) and the boom in real estate and rental prices, which translated into a
significant wealth effect for property owners.
Private investment gathered momentum but a real take-off does not seem to have
materialized yet.
A new investment law (Law n.8, 2007) has liberalized the investment regime further, created a
one-stop-shop for investors, and put foreign and domestic investors at par. The improved business
climate might be supporting a steady growth in private investment, but a real take-off does not
seem to have materialized yet20.
The share of foreign direct investment (FDI) is estimated to have remained fairly stable at about 20
percent21. Diversity in the investment strategy is also evidenced by the equally strong growth in
investment approvals in tourism. Prospects in that sector are strengthening, with the Ministry of
Tourism now preparing to launch mega projects, based on the success it achieved in attracting
investors‘ interest in smaller projects.
Exports are estimated to have increased by about 30% in 2006.
Exports made strong gains, particularly in some Arab markets. The strong performance of non-oil
exports, which are estimated to have increased by about 30 percent in 2006, reflects the surge in
exports to Arab countries, which were boosted by stronger demand as well as the granting of free
access under the Great Arab Free Trade Area.
Inflation on average below 8 % in March 2007
Despite the large demand shock due to the 1½ million Iraqis22 that sought refuge in Syria,
inflationary pressures have been fairly contained thanks to tighter credit policy and fiscal discipline.
While average inflation increased from 7.2 percent to 10 percent in 2006, trend inflation as
measured by the increase in the price level in March 2007 compared to March 2006 has come
down to 4 percent, bringing average inflation to below 8 percent.
Exchange rate unified.
The exchange rate has been effectively unified and virtually all restrictions on access to foreign
exchange to finance imports have been eliminated.
Private sector reforms boosted the contribution of the private sector to non-oil GDP to
above 80 %.

20

Nonetheless, the impressive volume of approved projects under Law No 10 in 2006, which reached SP 470 billion
(US$9.2 billion and 26 percent of GDP) more than 2½ times the level in 2004, and their diversity augurs well for
growth prospects in the near to medium-term.
21
Data existed on the volume of investment in joint venture projects, where the share of the foreign partner is greater
than 10 percent. It is believed that the actual share of foreign partners is about 70 to 80 percent.
22
The large influx of Iraqis put strong pressures on the economy. The number of refugees grew by 40 percent in 2006 to
about 1.5 million (8 percent of the Syrian population). In addition to contributing to inflationary pressures, including
notably in rental and real estate prices, the increase in refugees strained government expenditures, particularly on
energy and food subsidies, and spending on health and education.
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Most economic sectors have been opened to private enterprise, boosting the contribution of the
private sector to non-oil GDP above 80 percent. A dynamic private banking sector is now leading
financial sector growth, and the Damascus stock exchange is set to open early next year after
being closed for 40 years.
The local industry has been exposed to greater international competition through several rounds of
tariff cuts, which brought the average tariff rate to 14½ percent down from close to 20 percent three
years ago and the maximum rate from 225 percent to 60 percent; a reduction in the number of
prohibited imports; a relaxation of import licensing procedures; and a simplification of customs
clearance. Progresses are being made in building the regulatory frameworks to govern the new
market economy, most notably in the banking, insurance, and capital markets, and in housing and
real estate.
Unemployment below 10 %
Job creation picked up steam driving unemployment below 10 percent. The Central Bureau of
Statistics announced that the unemployment rate in Syria was 8.5 % in June 2006 (a rate
equivalent to the 2010 objective in the 10th Five Years Plan). However, these new official figures
are largely contradicted by the unofficial rates of 20-25%.
Fiscal deficit was contained thanks to timely and significant fiscal adjustment that largely
offset the decline in oil revenues.
Over the last three years, fiscal policy had to contend with a loss of oil revenues in excess of 10
percentage points of GDP23.
A cumulative improvement in the non-oil budget deficit of 7 percentage points of GDP narrowed
the non-oil budget deficit to about 10 percent of GDP, strengthening significantly the medium-term
prospects of fiscal sustainability.
Taxation
More efficient and equitable taxes and tax administration has been modernized to support the new
tax legislation24. Complex, opaque and prohibitive taxation has been replaced by more efficient and
equitable taxes and tax administration has been modernized to support the new tax legislation.
During the last three years, corporate income tax rates have been lowered drastically—with the top
marginal rate coming down from 65 percent in 2003 to 28 percent in the latest amendment—and
tariffs rates have been reduced significantly. Improvement in the efficiency of the taxing system
and strict fiscal discipline ensured a timely adjustment to a large and precipitous loss of oil
revenues25.
Weak statistical data
The main drivers of the ongoing economic revival, namely exports, private investment, and private
sector activities in general are not adequately surveyed.
These have been amplified in the recent past as the acceleration of structural reforms has severely
tested the ability of a weak statistical infrastructure to cope with the changes. Pervasive subsidies
and weak accounting standards in public enterprises are a major challenge to the weak
methodological framework underlying the compilation of the national accounts and introduce a
significant margin of error in growth estimates.

23

This has reflected both a sharp contraction of oil production from about 480 thousand barrels per day to about 400
thousand and a galloping growth in domestic demand (an annual average rate of 10½ percent) owing to a decline in the
prices of refined products in real terms, increased smuggling to neighbouring countries, and the impact of the Iraqi
refugees.
24
In addition, law number 51 enacted in October 2006 unified tax incentives for investment.
25
Tax administration improvements together with higher growth fully compensated for the cut in rates and helped
maintain a stable tax intake as a percent of GDP and increase its total volume. The bulk of the fiscal adjustment has
been contributed by caps on investment spending, increase in dividend payments from profitable public companies
(mainly in telecommunication, which boosted non-oil revenues by close to 3 percentage points of GDP during 2004–
06), and cuts in wasteful spending.. The creeping rise in current expenditures reflected mainly the increase in subsidies
to loss making Public Enterprises and pension and social assistance payments.
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Next 10 years challenging scenario
According to the latest projections of oil production, government revenues from oil, which have
fallen more rapidly than initially anticipated, are projected to decline by a further 5 percentage
points of GDP in the next 10 years, while the net oil import bill could reach US$6 billion (about 7–8
percent of GDP) ten years from now.
Macroeconomic instability will heighten and the growth momentum will falter if the government
willingness to undertake the difficult fiscal reforms ahead decreases and if the structural reforms
drive is not sustained and accelerated. Under this scenario, time could be bought by drawing down
the large stock of international reserves. This would support the nominal exchange rate for a few
years, but monetary financing of the widening budget deficit will fuel inflation and displace the
private sector through an appreciation of the real exchange rate, dampening the economy‘s growth
potential.

IMF recommended urgent reforms at macroeconomic policy level:
(i)

To rebalance growth, Syria should continue to strengthen its macroeconomic policy
frameworks and to accelerate structural reforms. Policies geared toward accelerating
reforms and preserving financial stability could validate investors‘ expectations and strengthen
savers‘ confidence about returns on Syrian assets. A positive synergy, such as the one
witnessed in the rapid take-off of private banking, between an increased willingness on the
part of savers to invest their funds in Syria rather than abroad or in idle foreign currency, and
an increased willingness of investors to take the risk of starting new projects could turn the
promise from the large increase in investment approvals into a reality.

(ii)

To keep inflationary pressures in check, macroeconomic policies should remain
appropriately tight. Fiscal policy should aim to reduce the overall budget deficit to about 5
percent of GDP mainly by phasing out petroleum price subsidies and further rationalizing of
expenditures. Civil service wage policy, which leads wage policy in the rest of the economy,
has a major role to play in curbing inflation, by ensuring that wage increases do not run ahead
of productivity gains.

(iii)

Syria needs to continue to grow faster but it also needs to grow better in the coming
years. The growth acceleration in the past two years seems to have been largely driven by
private consumption, with an initial impulse originating from the influx of Iraqis. For this growth
to strengthen and solidify, it is important that the sources of growth be rebalanced toward
investment and durable gains in external market shares. Stronger investment growth and
higher productivity are the bedrocks of high and sustainable growth in the long run.

(iv)

To phase out the inequitable petroleum price subsidies, whose cost exceeds 15
percent of GDP, is a key pillar of fiscal reform. Beyond large fiscal savings, it would
provide significant efficiency gains, improve equity, entail a smaller negative fiscal impulse,
and contribute to BOP adjustment. We are encouraged to know that some preparatory work is
being done to launch this reform, and urge the authorities not to delay it further. Each day the
public coffers loose SP 750 million (i.e. close to US$15 million, three times the annual budget
devoted to promoting tourism) on a policy that has lost all purpose, while so many legitimate
claims on public money remain unfulfilled.

(v)

Stepping up preparations to introduce a VAT is needed to ensure that the VAT is
phased in on time to help offset the future drain on oil revenues. An ill-prepared launch
could damage the credibility of this new tax, and indeed many steps, including the adoption of
a tax procedures code and an integrated IT system, have yet to be completed. However,
preparation could move much faster, if the authorities were to choose a simple design, an
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option that would very much be in line with the new vision driving tax policy reform toward
simpler taxes and lower rates. A uniform rate with very few exemptions lowers the compliance
costs on taxpayers and the burden on the tax administration and closes loopholes, which
create opportunities for corruption. Concerns about social equity are best addressed by
excises on luxury goods, well targeted spending programs, or by enhancing the progressivity
of income taxes.
(vi)

To enact a new foreign exchange law, which would abrogate the complex and arcane set
of foreign exchange laws and regulations and enshrine the principles of full current account
convertibility, a unified exchange rate, and the standard provisions for the repatriation of
profits from FDI, would send a strong signal about the irreversibility of reforms and the
authorities‘ commitment to re-entry into the global economy. This is essential for the stability of
the foreign exchange market and for attracting larger volumes of FDI.

(vii)

To adopt a central bank law that enshrines price stability as the main objective of
monetary policy. The central bank should be granted autonomy in discharging its mandate,
subject to full transparency and accountability provisions. Autonomy hinges critically on giving
full responsibility and authority to the central bank to decide on an appropriate stance for
monetary policy and exchange rate management. It is also critical to grant the central bank the
operational autonomy to set its own budget within agreed guidelines with the government.
This will allow the central bank to hire and retain highly qualified staff by improving the wage
structure to better match that of the private sector and devoting more resources to training.
Both of these improvements are necessary if the central bank is to manage successfully the
more complex monetary and financial system that is now beginning to emerge.

(viii)

To restructure public enterprises that can be restructured and develop case-by-case
solutions, including liquidation, to deal with the rest. In addition, the authorities should
consider privatizing selected enterprises.
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SYRIA
Main economic indicators

2003

2004

2005

2006
prel.

2007
proj.

1.0
3.9
5.8
22.7
1285
22719

3.1
5.0
4.4
24.7
1360
24691

2.9
5.5
7.2
27.3
1464
27297

3.2
5.5
5.6
29.4
1534
29384

3.7

10.8

12.3

8.0

8.5

28.5
14.6
13.9
31.1
17.5
13.6
-2.6
-17.2
60.1

27.4
11.2
16.1
31.6
19.1
12.5
-4.2
-15.4
61.9

26.5
8.8
17.7
30.7
18.8
11.8
-4.2
-13.0
57.0

27.5
10.0
17.6
30.7
18.9
11.8
-3.2
-13.1
60.2

30.3
7.8
77.8

35.0
15.3
76.5

45.9

21.9

1.1
12.1
3.5
-6.1
2.4
0.7

1.9
13.8
5.0
-7.5
1.3
1.1

-0.6
13.5
5.2
-7.6
0.7
2.0

-0.6
14.9
5.6
-8.4
1.0
2.5

18.1
4.2

19.7
3.5

25.0

22.6

8.0
11.2
12.7

7.5
11.2
13.9

8.0
11.2
14.0

11.2

Real sector

Real GDP growth (% change)
Real non-oil GDP growth (% change)
Inflation (average, %)
GDP nominal, (USD, billion)
GDP per-capita (USD)
GDP (nominal, USD, million)

14.4
30.3
1542
30317

Social indicators

Unemployment (officially registered, %)
Fiscal sector

Total revenues (% GDP)
Oil-related revenues (% GDP)
Non-oil revenues (% GDP)
Total expenditure, % of GDP (% GDP)
Current expenditures (% GDP)
Development expenditures
Central govt. balance (% GDP)
Non-oil budget balance (% GDP)
Gross public debt (% GDP)

55.2

Monetary sector

Credit to private sector (% change)
Broad money (M2, % change)
Degree of monetisation (M2/GDP, %)
External sector

Current account balance (% GDP)
Balance of goods and services (% GDP)
Non-oil export of goods and services (% GDP)
Non-oil import of goods and services (% GDP)
Oil balance (% GDP)
FDI (% GDP)
External vulnerability

External public debt (% GDP)
Debt service ratio (%)
Financial sector

Lending rate (%, average)
Exchange rate (Syrian pound per USD, average)
Exchange rate (Syrian pound per EUR, average)
Sources: Syrian authorities, IMF estimates

SEBC/SSP

83

-1.8

Annex 2
SMEs Promotion Law
Main structure proposed (with articles) is as follows:
Title / Chapters / Sections
SMEs Promotion Law

Chapter 1
General provisions (goals of the
law and definitions)

(Comments / Recommendations)
This law may incorporate the text of the SME Agency Law or it can be a
separate law with the appropriate links and references.
This Chapter provides for:
a) The goal of the law: to create a favourable environment for SMEs.
b) To define ―Enterprise‖, ―Entrepreneurs‖, ―SMEs‖ and ―other terms used
in this law‖
c) To officially and soundly state the concept of freedom of enterprise
d) To introduce clear limits to State control on entrepreneurs
e) To set out the rights and obligations of enterprises

Section 1

Definitions

The most important element of this section is the final transitory SMEs
definition adopted at completion of the proposed consultative process
among stakeholders. This definition should be modified in few years as
the changes in the economic and regulatory conditions in Syria will
require.

Section 2

On freedom of enterprise

The objective is to introduce a change of the relations between public
administration and the entrepreneurs, with the purpose to give more trust
in entrepreneurs‘ good intentions and to establish the basis for the
beginning of a process of creation a new relation between public
administration and businesses based on mutual trust.
The main principles introduces by the legislator in this section have the
objective to make sure that everybody has the right to undertake and run
a business – any discrimination is forbidden;
The administration is to service entrepreneurs without any delay.

Section 3

On control of the entrepreneur

Section 4
On rights and obligations of
enterprises
Chapter 2
The creation of a favourable
regulatory environment for the
SMEs start-up and their
development

The objective is to set clear limits to abuse of power from public
administration, which is obliged to act with respect to entrepreneurs‘
business and to support micro, small and medium in particular.
The Government is not allowed to pose any additional requirements to
entrepreneurs (which are not regulated by law).
The Objective is to regulate also the obligations that the entrepreneur
have to meet against a more
This Chapter provides for:
a) Simplification and RIA
b) Better access for SMEs to essential public utilities and public
procurement tenders
c) Out-reach of SMEs locally and in the most disadvantaged areas,
access to R&D and innovation and more skilled workers
d) Better conditions for company transfer to family members and heirs

Section 1
Simplification of licensing and
administrative procedures

Simplification of regulations and Regulatory Impact Analysis are the
pillars on which an institutional and legislative framework for SMEs policy
is based. It is recommended to introduce provisions for the creation of a
dedicated Task Force, the Inter-Ministerial SME Committee, with
mandate to elaborate a first basic RIA programme

Section 2
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Simplification access to public
services and utilities
Section 3
Priority access for SMEs to
public procurement of products,
works and services
Section 4
Regional and local Centres for
services of information, advice
and counselling granted to the
small and medium enterprises
Section 5
Stimulating the R&D (research
and development) and
innovation activity carried out by
the SMEs
Section 6
Vocational training

Objective: better access to utilities networks, evaluation of impact on
SMEs, maximum fees ceiling,
Objective: Preferential access conditions to SMEs, free training to access
procurement tendering by SEA, information support by EIC and possibly
use electronic systems support.
Objective: to guarantee out-reach of SMEs also in disadvantaged areas,
and bring delivery of services closer and more responding to local needs.

Objective: to foster know-how transfer to SMEs, technology upgrade by
promoting the setting-up of business incubators, scientific and
technological parks and other similar infrastructures and elaboration of a
National Strategy of R&D and Innovation.
Objective: to answer the need coordination with National Employment
Policy, links with demand / supply and disadvantaged areas and groups.

Section 7

Transfer of SMEs

Chapter 3
Programmes for SMEs
development

Chapter 4
Facilitating financing of and
investment in SMEs

Objective: to answer to the needs of many companies in Syria facing the
problem of company transfer to their family members or heirs; reducing of
costs against continuation of operations and employment for at least 3
years; easing the transfer for micro-enterprises and family businesses.
This issue should be regulated by the Company Law, but given that in
Syria today the rate of Inheritance Tax is extremely high (up to 100 % of
the value of the inheritance), it is very important to introduce the principle
that SMEs are provided with preferential treatment or better no charges.
Objective: enhance direct involvement of local authorities and actors in
contributing to both SME Strategy and local economic development;
introduce co-financing principle; establish clear mandate for SEA and
SME Forum; to secure funding for the implementation of the SME
Strategy.
A typical chapter in an SME Promotion Law would be dedicated to the
provision for a Credit Guarantee Fund. At the moment the feasibility of its
introduction is Syria is under assessment by SEBC. It is clear that a CGF
could not work without a Bankruptcy Law and a Rating Agency.
This law could play a strong role as vehicle to start creating the conditions
and awareness for the legislator to take urgent steps in that direction.
In this section the principles of facilitating financing and investment in
SMEs, are therefore introduced.
The principle of supporting investment to SMEs is here introduced
because the recent Investment Law 2007 did not provide for any specific
reference to favourable regulations for SMEs.

Chapter 5
Implementation of the policies
and programmes of development
of the small and medium
enterprises

Objective: to provide for clear responsibility for the implementation of the
SME Development Strategy; to provide the SEA with local operational
offices; to ensure commitment from the PM Office to set up the InterMinisterial SME Committee of major ministries with impact of SMEs.

Chapter 6
Sanctions

Sanctions and enforcement must be always clearly defined in order to
make the law implemented.

Chapter 7
Transitory and Final provisions
Reference to Constitution

This articles should provide any link to other existing laws or law entering
into force on the same moment because integral part of the present law
(this could be the case of the Law on Establishment of the Syrian
Enterprise Agency if not incorporated in the present law because of local
legal practices or other substantial reasons)

Publication
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Suggested articles breakdown:
Title / Chapters / Sections

Relevant
articles

(Comments / Recommendations)

SMEs Promotion Law
Chapter 1
General provisions (goals of the law and definitions)
ART.
This law regulates measures meant to create the favourable environment to the SMEs start-up and development.

Section 1
Definitions
The EU definition of Enterprise may be taken as a reference; otherwise reference should be made to the definition (if
any) in the Company Law.
ART.
According to this law, an Enterprise is considered to be any entity engaged in an economic activity, irrespective of its
legal form. This includes, in particular, self-employed persons and family businesses engaged in craft or other activities,
and partnerships or associations regularly engaged in an economic activity.
ART.
(1) Within the meaning of this Law, the term ‗entrepreneur‘ shall denote a natural person, a legal person, and a noncorporate organisational unit with legal capacity under provisions of a separate Law, conducting economic activity on its
own behalf.
(2) The term ‗entrepreneur‘ shall also denote partners in civil partnerships within the scope of their economic activities
These articles will provide for the final transitory definition adopted at completion of the proposed consultative process
among stakeholders. On the assumption that the adopted criteria would be: number of employees, turnover and balance
sheets, with independence, time base and definition updating included, then the articles could be as follows:
ART.

(1) The SMEs are defined as being those enterprises fulfilling cumulatively the following conditions:
a) They have less than ____ salaried employees per year;
b) They have a yearly turnover equivalent to not more than ___ or they have a yearly result of the accounting
balance-sheet that doesn‘t exceed the equivalent in ___;
c) They respect the criterion of independence, the way it is defined in paragraph (2).
(2) There are taken as independent, the SMEs that are not owned in proportion of more than 25% of the share capital or
of the right to vote by some other enterprise or by several enterprises together, not included in the SMEs category.
(3) By exception from the provisions of paragraph (2), there is considered to be independent an enterprise being in one
of the following situations:
a) The enterprise is owned by investments public companies, by companies with risk capital, by institutional
investors, by universities or by non-profit research centres, provided that they do not exercise, in an individual
way or together, the control on the enterprise;
b) The capital is divided so that the holders cannot be identified, the enterprise declares with good-faith, on its
own responsibility, that it is authorised to suppose that it is not held in proportion of 25% or more by some other
enterprise or by several enterprises together, not being part of SMEs category.
The introduction of self-declaration system is recommended:
(4) The fulfilment of the independence criterion is established based on the statement, on its own responsibility, of the
enterprise interested to certify the registration in the SMEs category.
The provision for the need to adapt the thresholds of definition to changes in the economic situation is recommended:
(5) The turnover/assets ceiling provided at paragraph (1) letter b) can be modified, according to the macroeconomic
indicators evolution, through the Government decision.
ART.
(1) The SMEs are classified, according to the yearly medium number of salaried employees, in the following categories:
a) up to ____salaried employees – micro-enterprises;
b) between ___ and ___ salaried employees – small enterprises;
c) between ___and ___ salaried employees – medium enterprises.
It is suggested that a uniform and undisputed definition will be widely used:
(2) The terms such as micro-enterprise, small enterprise and medium enterprise, as well as the simplified term i.e. Small
and Medium-sized Enterprises (SMEs), will be used in all the regulations, statistics and in other official documents issued
by public authorities and institutions.
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Provisions for the calculations of medium workers number of enterprises with high workers turnover, highly seasonal
jobs, part-time jobs and maternity leave, are also recommended.
(1) The medium number of salaried employees corresponds to the medium number of persons employed within the
enterprise throughout the year, determined on a monthly basis.
(2) The medium number of salaried employees represents the simple arithmetic average resulting from the amount of the
daily salaried employees of the month in question – including the weekly days off and the public holidays -, divided into
the total number of calendar days. For each weekly day off or public holiday there will be taken into consideration the
workforces of salaried employees from the previous working day, except for the persons whose individual labour contract
ceased that day.
(3) In the daily workforces of salaried employees taken into consideration at the time of the medium number of salaried
employees‘ calculation, there are included the temporary salaried employees working by virtue of a putting at disposal
agreement concluded between the enterprise and a temporary work agent, for the duration of this agreement.
(4) The salaried employees working part time will be included in the medium number, proportionally to the work time
provided in the individual labour contract on partial time.
(5) At the time of the yearly medium number of salaried employees‘ calculation, the salaried employees are not taken
into account for the period during which their individual labour contract is suspended according to the legal provisions.
(6) The salaried employees being in maternity leave will not be introduced in the medium scriptural number
Yearly financial standings as time base
ART.
(1) The data according to which there is calculated the introduction in the ceilings relating to the medium number of
salaried employees and to the turnover are those achieved in the last financial year, reported in the yearly financial
standings.
(2) The turnover ceilings used at the time of the SMEs definition are related to the turnover reflected by the yearly
financial standings.
(3) As regards the enterprises set up from less than a year, the turnover ceiling is established either based on the
financial standings submitted to the competent body, as regards the enterprises obliged to submit the financial standings
until the moment the proof is issued, or based on a declaration on their own responsibility, in case they were not obliged
to submit the financial standings.
Self declaration is again recommended to be introduced:
ART.
(1) The introduction in the ceilings relating to the yearly medium number of salaried employees, used to define the small
and medium enterprises, is established based on declarations on their own responsibility of the legal representatives of
the enterprises interested in attesting their integration in the SMEs category.
(2) The declaration on its own responsibility is drawn up based on the competent authority register of the salaried
employees registration, drawn up and filled in according to the legal provisions in force.
(3) The ceilings relating to the yearly medium number of salaried employees are related to the medium number of
salaried employees of the year previous to that during which the declarations on its own responsibility are drawn up,
being valid during the entire current year.
Provision for new start-ups:
(4) With regard to the enterprises newly set up, there will be taken into account the period comprised between the date of
start-up and the date of drawing up of the declarations on its own responsibility.
(5) In case the enterprise doesn‘t have salaried employees, it will issue a declaration on its own responsibility attesting
this fact.
Evidence shows that the gap between real turnover and declared one can be substantial. Nevertheless, it is
recommended to use existing available data for the time being, as the declaration of turnover is still an official
requirement and can be verified. Simplification of procedures and regulations, self-declarations, together with incentives
programmes will generate an interest to provide more realistic data in the future and more enterprises moving from the
informal into the formal sector.
(6) The proof attesting the turnover level is issued by the territorial institutions of the competent public authority, at the
interested enterprise request.
(7) The territorial institutions of the competent public authority are obliged to issue the proof provided at paragraph (6),
within maximum 5 working days from the request registration date.
The control on data provided.
ART.
(1) The control over the present law provisions observance relating to the medium number of salaried employees
establishment will be carried out by the competent authorities based on the existing general register of the salaried
employees registration and based on their registrations.
(2) In case of failure of the legal provisions relating to the determination of the ceilings on the medium number of
salaried employees and relating to the drawing up of the declarations on their own responsibility, the bodies of control
draw up minutes of ascertainment of the facts that transgress the legal provisions, according to the law, and they inform
the criminal pursuit competent bodies when there are indexes on an offence.

ART:
Other definitions of terms used in this law are as follows: ….

Section 1
On freedom of enterprise
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ART.
(1) Everyone shall be free to undertake, conduct and terminate economic activity under equal rights and pursuant to
terms and conditions set forth by the law.
(2) Public administration authorities shall not require or condition their decision related to undertaking, conducting and
terminating economic activity by the person concerned on compliance with any additional requirements, in particular on
submission of any documents or disclosure of any data, unless set forth in the law.
ART
The State shall provide entrepreneurs with public aid on terms and in the form provided for in separate provisions, with
due respect to the principles of equality and fair competition.
ART
(1) Public administration authorities shall support the development of entrepreneurship by creating favourable conditions
for entrepreneurs to undertake and conduct economic activities, and in particular they shall support micro, small and
medium-sized enterprises (SMEs as defined in this Law).
(2) Public administration authorities whose task is to implement aid programmes within the understanding of provisions
on eligibility and supervision of public aid granted to entrepreneurs shall submit information on terms and forms of aid to
the competent Minister in electronic format; this information shall be collected and published on the Ministry website.
(3) Information referred to in paragraph 2 hereof shall be submitted within 30 days after the date of establishment of an
aid programme, and not later than within 14 days before the date fixed for the submission of aid applications.
ART.
While conducting their tasks, in particular the tasks related to supervision and control, public administration authorities
shall act with due respect to legitimate interest of entrepreneurs.
ART.
(1) Entrepreneur may submit an application to a competent authority to issue a written interpretation of the scope and
application of legal provisions underlying the entrepreneur‘s obligation to pay public levy; this interpretation may refer to
individual cases only.
(2) No public levies, financial sanctions or penalties may be imposed on the entrepreneur within the scope related to the
entrepreneur‘s compliance with the interpretation issued.
(3) Principles of issuing interpretations are provided for in separate Acts.
ART.
Public administration authorities shall handle entrepreneurs‘ matters without delay.
ART.
While conducting their tasks, public administration authorities shall co-operate with organisations of employers,
organisations of employees, organisations of entrepreneurs, as well as trade and economic self-governments.
ART.
(1) Foreign persons from _________ and _______ member countries may undertake and conduct economic activity on
the same terms and conditions as Syrian entrepreneurs.
(2) Citizens of countries other than those referred to in paragraph 1 hereof who were granted a permit to settle within the
territory of the Syrian Arab Republic, a tolerated residence permit, refugee status granted in the Syrian Arab Republic, or
temporary protection within the territory of the Syrian Arab Republic may conduct economic activity within the territory of
the Syrian Arab Republic on the same terms and conditions as Syrian citizens.
(3) Foreign persons other than those referred to in paragraphs 1 and 2 hereof shall have the right to undertake and
conduct economic activity only in the form of a limited partnership, limited joint-stock partnership, limited liability
company, and joint-stock company, as well as to join such partnerships and companies and to take over or acquire
shares in these entities, unless otherwise provided for in international agreements.

Section 2
On control of the entrepreneur
ART.
(1) Public administration authorities shall control entrepreneurs in line with the terms and conditions set forth herein.
(2) In cases not provided for in this chapter provisions of specific Acts shall apply.
(3) The substantial scope of the control of the entrepreneur‘s economic activity and authorities authorised to carry out the
control are set forth in separate Acts.
ART.
(1) If it is claimed that economic activity is not conducted in compliance with the provisions of the Law, and if the
following has been found: threat to life or health, risk of considerable property damage or considerable environmental
impact as a result of this activity, a head of local authorities shall immediately notify competent public administration
authorities.
(2) Authorities notified of such cases shall immediately notify the head of the local authorities of the actions undertaken.
(3) If the notification referred to in paragraph 1 above is not possible, the head of the local authorities may issue a
decision to suspend economic activity for a required period of time, but not longer than for 3 days.
(4) If any threat to life or health, risk of considerable property damage or considerable environmental impact caused by
this activity has been found, the decision to suspend the economic activity shall be put into effect immediately.
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ART.
(1) Controls may be carried out by employees of control authorities based of their official ID cards authorising them to
carry out such controls and after the entrepreneur has received a decision on authorising the control of the
entrepreneur's economic activity, unless specific provisions determine that the control may be carried out based on the
official ID card only. If this is the case, authorisation shall be submitted to the entrepreneur in due time specified in these
provisions.
(2) Controls may be carried out by persons other than control authorities employees, if provisions of separate Acts
provide for such procedure.
(3) A separate authorisation is required on each occasion if other persons are authorised to carry out the control. This
change must not extend the control completion date set earlier.
(4) The authorisation referred to in paragraph 1 shall specify, at least, the following:
1) the legal basis;
2) the control authority;
3) the date and place of issue;
4) the name and surname of an employee of the control authority authorised to carry out the control and number
of his/her official ID card;
5) the name of the entrepreneur‘s company that is subject to control;
6) the substantial scope of the control;
7) the starting date and expected completion date of the control;
8) the signature, position or function of a person granting the authorisation;
9) the instruction on the rights and obligations of the entrepreneur subject to control.
(5) The scope of the control must be the same as the scope specified in the authorisation.
ART.
(1) Controls shall be carried out in the presence of the entrepreneur subject to control or his/her authorised
representative.
(2) Provision set forth in paragraph 1 above shall not apply if:
1) otherwise provided for in ratified international agreements;
2) carrying out the control is necessary during the prosecution or investigation proceedings against the
entrepreneur;
3) the separate provisions provide for the control to be carried out during the proceedings concerning this
entrepreneur;
4) the control is justified, as the threat to human life and health and considerable risk to the environment has
been identified.
(3) The entrepreneur subject to control shall appoint a person authorised to represent the entrepreneur during the
control, in particular, when the entrepreneur is not present. The appointment shall be made in writing
ART.
(1) Entrepreneurs shall maintain and keep the following documents: a control book, the control reports and
authorisations. These documents shall be kept at the entrepreneur's registered office and made available to control
authorities on request.
(2) The control book contains entries made by the control authority. These entries include:
1) indication of the control authority;
2) indication of the control authorisation;
3) the substantial scope of the control;
4) the starting date and the completion date of the control;
5) the follow-up recommendations and identification of the follow-up measures.
(3) In the control book, entrepreneurs shall record all follow-up recommendations put into effect or waived by the control
authority, its governing authority or administrative court.
ART.
(1) More than one control of the entrepreneur‘s economic activity at a time must not be carried out. This provision shall
not apply if:
1) otherwise provided for in ratified international agreements;
2) carrying out the control is necessary during the prosecution or investigation proceedings against the
entrepreneur;
3) the separate provisions provide for the control to be carried out during the proceedings concerning this
entrepreneur;
4) the control is justified, as the threat to human life and health or considerable risk to the environment has been
identified;
5) the control concerns the basis of the VAT return before the return is made;
(2) If the entrepreneur‘s economic activity has already been subject to the control carried out by another authority, the
control authority shall discontinue control and fix an appropriate date with the entrepreneur when the control may be
carried out.
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ART.
(1) The total period of all the controls of one entrepreneur carried out by the control authority during one calendar year
must not be longer than:
1) with respect to the entrepreneurs referred to in chapter 7 hereof – 4 weeks,
2) with respect to other entrepreneurs – 8 weeks.
(2) The period of the control shall not be subject to any restrictions if:
1) otherwise provided for in ratified international agreements;
2) carrying out the control is necessary during the prosecution or investigation proceedings against the
entrepreneur;
3) the separate provisions provide for the control to be carried out during the proceedings carried out by the
control authority;
4) the control is justified, as the threat to human life and health or considerable risk to the environment has been
identified;
5) the control concerns the basis of the VAT return before the return is made;
(3) If the duration of the control is to be extended, a written justification shall be required. The justification should be
submitted to the entrepreneur and recorded in the control book before the control is resumed.
(4) If the control has revealed a gross breach of the law on the part of the entrepreneur, another control may be carried
out during the calendar year within the same substantial scope, and its duration shall not be counted against the period
of time referred to in paragraph 1 above.
ART.
Provisions of last 2 articles shall not apply (for example) in the case of the economic activities conducted by
entrepreneurs within the scope of:
1) special tax supervision – pursuant to the Law of ______
2) surveillance of the capital market and commodities market – pursuant to the Law ______
3) banking supervision – pursuant to the Law ______
4) insurance supervision – pursuant to the Law ______
5) pension supervision – pursuant to the Law ______
6) veterinary supervision – pursuant to the Law ______

Section 3
On rights and obligations of enterprises
ART. __On Rights of Enterprises
1) To conduct business autonomously; to take initiative in selecting the line of business and area for investment
and the form of investment, to take initiative in expanding the scope and lines of business; to be encouraged
and facilitated by and to enjoy favourable treatment of the State to participate in production and supply of public
services and products.
2) To select the form and manner of raising, allocating and using capital.
3) To take initiative in seeking markets and customers and signing contracts.
4) To conduct import and export business.
5) To recruit, employ and use labour in accordance with business requirements.
6) To take initiative in applying modern technology and science in order to improve business efficiency and
competitiveness.
7) To decide autonomously on business affairs and internal relations.
8) To possess, use and dispose of assets of the enterprise.
9) To refuse any demand for supply of any resources not sanctioned by law.
10) To lodge complaints and denunciations in accordance with the law on complaints and denunciations.
11) To participate directly or via the authorized representative in legal proceedings in accordance with law.
12) Other rights as provided for by the law.
ART. __On Obligations of Enterprises
1) To conduct business strictly in accordance with the lines of business recorded in the business registration
certificate; to satisfy business conditions in accordance with law if it conducts a conditional line of business.
2) To organize accounting works, to prepare and submit truthful and accurate financial statements on time in
accordance with the law on accounting.
3) To register tax code, declare and pay taxes and to perform other financial obligations as provided for by law.
4) To ensure rights and interests of employees in accordance with labour legislation; to implement the regimes of
social insurance, medical insurance and other insurance for employees in accordance with the law on
insurance.
5) To ensure and be responsible for the quality of goods or services in accordance with registered or published
standards.
6) To perform the regime of statistics in accordance with the law on statistics; to periodically report fully information
relating to the enterprise and its financial position in the stipulated forms with the authorized State body; to
amend and add in a timely manner the information upon discovery of any inaccurate or incomplete declaration
or report of information.
7) To comply with the law on national defence, security, social order and safety, protection of natural resources
and the environment, protection of historical and cultural sites and places of interests.
8) [To perform] Other obligations as provided for by law
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Chapter 2
The creation of a frame favourable to the SMEs start-up and development
Section 1
Simplification of licensing and administrative procedures
ART.
(1) The ministries, the other specialised bodies of the central public administration, the local public administration
authorities and the chambers of commerce and industry, within their competencies, are obliged to elaborate policies and
provide for measures and actions meant to contribute to the SMEs protection in their relations with the state, especially
by simplifying the administrative procedures and by preventing the unjustified increase of the costs relating to their
compliance with the regulations in force.
(2) The main drafts / proposals of normative acts with impact on the business environment will be submitted by the
initiators, before being transmitted for endorsement, to the analysis of the Task Force for the evaluation of the normative
acts economic impact on the small and medium enterprises.
(3) The Task Force for the evaluation of the normative acts economic impact on the SMEs is a consultative body, without
legal personality, set up and functioning under the coordination of the SME Directorate of the Ministry of Economy and
Trade and in which are included the Syrian Enterprise Agency, members appointed by the business associations,
representative of the SMEs sector and professors, researchers, economists and representatives of the institutions having
initiated the normative deeds in question.
(4) The Task Force for the evaluation of the normative acts economic impact on the SMEs will issue advisory opinions on
the normative act drafts submitted to its analysis. They will be sent to the proposing institution, accompanied by costbenefit analyses and comparisons with the non-regulation option.
(5) The regulation regarding the organisation and functioning of the Task Force for the evaluation of the normative acts
economic impact on the SMEs is approved by order of the head of the SME Directorate of the Ministry of Economy and
Trade, and based on recommendations from the Syrian Enterprise Agency, within two months from the present law
application.
ART.
Under the absolute nullity sanction, there are interdicted any actions or acts having as object or being able to have as
effect the discrimination in disfavour with the SMEs or with the newly set up enterprises, on criteria of dimensions or
length of service.

Section 2
Simplification of access to public services and utilities
ART.
(1) The government, the specialised bodies of the central public administration, the regulation national authorities and the
local authorities are obliged to take concrete measures in order to facilitate the SMEs access to the networks and
services of public utilities necessary for their activity, without distorting the free competition on the market.
(2) In order to achieve the objective provided at paragraph (1), the competent public authorities are obliged to elaborate
and promote, within 6 months from the coming into force of the present law, proposals of normative acts comprising
measures for simplifying the procedures of granting the access to the networks and services of public utilities,
procedures that they will present for analyse to the Task Force for evaluation of the normative acts economic impact on
the small and medium enterprises.
(3) The measures for simplifying the procedures of granting the access to the networks and services of public utilities, if
the case arises, will aim mainly at:
a) the unification of the stages of issue of the preliminary endorsements or agreements necessary for the SMEs access
to the networks of public utilities;
b) the simplification and unification of the documentation asked from the SMEs aiming to obtain the final endorsements
or agreements necessary for the connection and access to the networks of public utilities;
c) the regulation of the maximum level of the fees of endorsement-connection and of the tariffs that can be collected
from the SMEs for the documentation elaboration and for the execution of their branching-connection to the networks of
public utilities;
d) the settlement of the possibility that the SMEs have to pay in a deferred manner these fees or tariffs;
e) the reduction or waiver of the guarantees requested and of the modalities to pay in advance for the consumption of
public utilities and services supplied to the small and medium enterprises;
f) the elaboration and implementation of certain special programmes of state aids approved by the Government for
facilitating the SMEs access to the networks and services of public utilities, by observing the legislation in force on the
state aid (if any)
Section 3
Priority access for SMEs to the public procurement of products, works and services
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ART.
(1) The government, the ministries and the other specialised bodies of the central public administration, as well as the
local public authorities have to encourage the increase of the SMEs share in the value of the agreements of public
procurement of material goods, works and services, and this share will reach a level comparable with their contribution to
the gross domestic product.
(2) The SMEs benefit from reductions of 50% for the criteria relating to the turnover, to the guarantee for participation
and to the good execution, demanded in the public acquisitions of products, works and services.
(3) The SMEs benefit from free technical assistance in order to facilitate the access to services of specialised training in
the public procurement field through programmes administrated by the Syrian Enterprise Agency.
(4) The SMEs benefit from access to information electronic services through Euro Info Centres, relating to the legislation
in the field.
(5) The SMEs will benefit from information electronic services relating to the tender demand presented in electronic
system by the tenderers.
Section 4
Regional and local Centres for services of information, assistance and counselling granted to the SMEs
ART.
(1) In order to carry out and develop their activity, the SMEs, and in particular those operating in disadvantaged areas,
benefit from services of information, assistance, counselling, technological development and innovation in the areas of
access to finance, management, marketing and access to international markets.
(2) On the basis of a multi-annual plan elaborated by the Syrian Enterprise Agency, the Government, the local public
administration authorities, the chambers of commerce and industry, the associations and organizations of the SMEs
support, the setting up and development of centres and organisations offering services of information, counselling,
advice and instruction to the small and medium enterprises, by:
a) granting the support relating to the activities of information, counselling, advice and instruction meant for the small
and medium enterprises;
b) identifying the sources of financing of certain programmes and actions meant to facilitate the SMEs access to the
services of information, counselling, advice, instruction, offered by these centres and organisations, as well as to the
extension of the sphere of services offered by them to the small and medium enterprises.
Section 5
Stimulating the R&D (research and development) and innovation activity carried out by the SMEs
ART.
(1) The Government promotes, supports, stimulate and develops the R&D and innovation activity carried out by small
and medium enterprises; the purpose thereof is:
a) to take measures in order to create the conditions favourable to the organisation and carrying out of R&D and
innovation activities by small and medium enterprises;
b) to elaborate policies and to issue regulations for in order to create in the economy a favourable environment for the
dissemination, transfer, absorption and revaluation of the results of the R&D and innovation activity carried out by the
small and medium enterprises;
c) to take measures with the view of facilitating the process of revaluation and absorption of the results of the innovation
activity, as well as of the technological transfer at the SMEs level;
d) to provide for the improvement of the SMEs access to specialised scientific and technological information, according
to the law, and to promote the setting-up of business incubators, scientific and technological parks and other similar
infrastructures;
e) to provide, according to the law, for the free of charge technological transfer to the small and medium enterprises,
based on a proposal from the Syrian Enterprise Agency.
(2) The Ministry of Education, as state authority for R&D, supports the R&D activity carried out by the small and medium
enterprises, by:
a) Establishing as priority objective, within the National Strategy of R&D and Innovation, the promotion and
development of the R&D and innovation activity carried out by small and medium enterprises;
b) Introducing in the National Plan for R&D and Innovation certain R&D and innovation programmes meant for
the small and medium enterprises;
c) Promoting proposals of measures meant to facilitate the SMEs access to the programmes provided in the
National Plan of R&D and Innovation;
d) Setting up as priority, out of the amounts provided in its own budget for the carrying out of the policies in the
research and innovation spurring field, the programmes provided in the National Plan of R&D and Innovation
meant for the small and medium enterprises; providing for the contracting by the units and institutions from the
R&D National system with priority of the themes requested by the small and medium enterprises,;
e) Financing in a priority way the R&D projects having as object themes with immediate applicability, requested
by the SMEs from the industrial sector;
f) Organising conferences with international participation, in which the SMEs carrying out R&D activities should
take part with scientific works, in order to establish objectives to be included in the yearly national programmes;
g) Providing for sources of financing for R&D and innovation programmes elaborated by small and medium
enterprises, with the view of developing the R&D and innovation activities of these ones.
Section 6
Vocational training
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ART.
(1) The government and the local public authorities provide for, through amounts allocated from the state budget or from
the local budgets, as well as through programmes supported by national and international bodies, donors or other
sources, the integral or partial financing of certain programmes of vocational training meant for the small and medium
enterprises, with particular attention to sector-specific, regional-specific economic development conditions and underrepresented groups.
(2) The programmes of vocational training provided at paragraph (1) will be achieved through:
a) The National Technical and Vocational Training Institution and the implementation of the national training policy as
part of the National Employment Policy.
b) the private and state educational institutions, accredited according to the law;
c) the suppliers of vocational training authorised according to the law, to carry out activities of vocational training
Section 7
Transfer of SMEs
ART.
(1) In order to provide for a greater continuity of the entrepreneurial ideas and practices, in order to maintain the
employment and to stimulate the economic activities, the SMEs transfer is regulated.
(2) The SMEs transfer, according to the present law, means the transmission of the enterprise to third parties, in order to
provide for the continuity of the enterprise existence and activity, generally within the same family, free of charge.
(3) The family members are, according to paragraph (1), the husband, the wife and their children.
(4) By exception, the facilities regarding the SMEs transfer to third parties, natural persons or another enterprise are
applied under the conditions provided by the law, only in case there is the possibility of transferring the business within
the same family.
ART.
(1) In order to support the transfer, the Syrian Enterprise Agency will elaborate a multi-annual programme, through which
there will be regulated, simplified and reduced integrally the costs regarding any fees and tariffs required for:
a) the modifications and services assistance from competent administrative office and authorities necessary for the
enterprise transfer application;
b) the publication, in excerpt, in the Official Gazette of the modification conclusion as a result of the enterprise transfer,
pronounced by the competent authorities;
c) any notary authentication, relating to the documents necessary for the enterprise transfer operation;
d) the limited number of stamps necessary for a free of charge transfer of a SMEs.
(2) The programme provided at paragraph (1) will be financed through the Syrian Enterprise Agency budget.
ART.
(1) In order to benefit by the facilities provided in the previous article at paragraph (1) the following conditions has to be
fulfilled:
a) the transfer of an SME as defined by this law, within the same family or, if it is the case, to third parties
b) the continuation of the activities and the same employment for a period of minimum 3 years from the transfer date.
(2) The facilities provided by this law for the SMEs transfer are granted one time during a fiscal year.
(3) If during the period of maximum 3 years from the SMEs transfer, the company activity ceases due to a serious fault of
the persons to whom the company management was entrusted or due to an offence committed by them or due to a
reduction superior to 50% of the enterprise personnel, the trading company is obliged to integrally return the amounts
granted according to previous article.
ART.
(1) The businesses transfer as regards the natural persons and the family association carrying out economic activities in
an independent way is executed within the same family, based on the declaration on its own responsibility of the
authorisation holder and of the assignee, in case the business is given up, free of charge, during the authorisation holder
life and based on the assignee‘s declaration, in case of the death of this one.
(2) By exception, in case there is not the possibility of transmitting within the same family, in order to provide for the
traditional economic activity continuity, the transfer to third parties is possible, based on the declaration on its own
responsibility of the authorisation holder and of its assignee, if the case arises, and of the third party that will go on with
the economic activity authorised to be carried out in an independent way.
(3) For the persons and the familial associations carrying out economic activities in an independent way, in order to spur
the transfer, within the programme provided above the expenses regarding all fees and tariffs will be integrally cancelled.
(4) the facilities provided at paragraph (3) are applied to the transfer, provided that the authorised economic activity is
still carried out in an independent way, for a period of minimum 3 years from the transfer.
(5) In case during the period of maximum 3 years the authorised activity ceases by the serious fault of the authorised
natural person or of the familial association representative or due to an offence committed by these persons, the
authorised natural person or, if the case arises, the familial association is obliged to integrally return the amounts granted
according to paragraph (3).
ART.
The transfer of the natural persons and of the familial associations carrying out economic activities in an independent
way is executed according to the law.
Chapter 3
Programmes for SMEs development
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ART.
(1) The Government endorse the SME Development Strategy proposed by the SME Department of MoET and
elaborated by Syrian Enterprise Agency, approves yearly and multi-annual programmes for encouraging and stimulation
the SMEs start-up and development based on the programmes elaborated and implemented by the Syrian Enterprise
Agency, by consulting the SME Department of MoET and all SMEs stakeholder organisations.
(2) At the administrative and territorial units level, the programmes for the SMEs development are elaborated based on
the SME Development Strategy, in accordance with the provisions of the National 5-year Plan, and they are approved by
the local public administration authorities, according to their obligations, being financed from their own budgets and/or
from attracted sources. The local public administration authorities are obliged to inform the Syrian Enterprise Agency of
the programmes for the SMEs development, elaborated and approved at their level.
(3) The government, the specialised bodies of the central public administration, the Syrian Enterprise Agency and the
local authorities support the SMEs by:
a) facilitating the access to the SMEs financing by elaborating and implementing financial instruments and schemes
such as:
- the non repayable financial allowances, granted to the entrepreneurs at the time of the SMEs start-up, with a
view to completing the capital necessary for the business initiation;
- non repayable financial aids, granted to the SMEs for the investments fulfilment in the productive and services
sector ;
- the constitution of guarantee funds, investments funds and risk capital in supporting the SMEs;
- crediting schemes with reduced interest; other financial instruments and schemes;
b) improving the SMEs access to financing, by granting financial support and assistance in order to develop the modern
accounting and financial reporting systems, providing for the international standards necessary for the elaboration by the
entrepreneurs of viable projects;
c) promoting the foreign direct investments at the SMEs level;
d) providing for the financial resources for the efficient co-financing and utilisation of the financial and technical aid from
international donors programmes based on the transparency principle and improving the services offer for the SMEs in
view of the increase of their business performances;
e) facilitating the access to services of information, instructions, counselling, advice and technical assistance for the
potential entrepreneurs that are willing to initiate a business, for the newly created enterprises and for the existing small
and medium enterprises, according to their needs;
f) improving the SMEs access to information on the market and on the financial and accounting services;
g) elaborating and publishing studies, statistical surveys, informative materials and other works necessary for carrying
out the SMEs activity;
h) facilitating the promotion of the SMEs services and products on the internal and external markets, including by
financial aids for the performance of market studies, for the production of informative materials, of advertising and
publicity, for the participation in fairs, exhibitions and in other similar types of events, inside the country and abroad;
i) developing the internal and international cooperation and stimulating the creation of business partnerships in fields of
interest for the small and medium enterprises;
j) supporting and stimulating the activity of R&D, innovation and technological transfer;
k) stimulating the SMEs access to the electronic commerce, by supporting them in consolidating their informational
technological capacity, with a view to promoting the business through the use of electronic means;
l) supporting the SMEs with a view to improving the services and products quality and to introduce the quality
certification and standardisation systems according to the international best practices;
m) supporting the network of business support centres, one-stop-shops, the organisations of the SMEs representation
and the organisations set up with the view of supporting the SMEs sector development, at regional and national level, by
the increase of their institutional, material and human potential, with a view to diversifying, specialising and improving the
activities they carry out, for the business climate improvement, the new SMEs creation spurring and their development
support;
n) support the growth of the private management consulting business sector by means of stimulating demand for needed
business services, quality control of delivered services and accreditation system for the sector.
o) other objectives and measures comprised in the programmes approved by the Government.
(4) With the view of debating the SMEs sector problems and perspectives, the SME Forum is to be established,
consisting of the representatives of the Syrian Enterprise Agency, representatives from the chambers of commerce and
industry system, SMEs associations, non-governmental organisations, specialised bodies of the central public
administration, as well as of the local public authorities, experts, banks and media. This committee has a consultative
role in approving the programmes and the measures regarding the support to SMEs start-up and development.
(5) The SME Forum secretariat will operate within the Syrian Enterprise Agency and will be financed from the budget
allocated to it.
(6) The regulation regarding the organisation and functioning of the SME Forum is approved by order of the President of
the Board of Syrian Enterprise Agency.
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ART.
(1) Yearly, by the state budget act there are allocated funds amounting to xxx % of GDP for the financing of the
development programmes and of the measures of supporting the new enterprises start-up and SMEs development, at
national and local level, provided in the government SME Development Strategy for the period 2008 - 2013
(2) The amounts allocated for supporting the enterprises start-up and the SMEs development will be specified and
monitored in a distinct way in the state budget and in the local budgets.
(3) The SMEs development programmes, financed from
The state budget and implemented through the Syrian Enterprise Agency will be carried out through the the network of
business service providers. Business service providers are selected by observing the regulations in force regarding the
public procurement. A service contract for the delivery of services to carry out the related programme is signed between
the winner appointed according to the procedure of public procurement and the Syrian Enterprise Agency.
The international donors funding and implemented by the Syrian Enterprise Agency will be carried out through the
network of business service providers subcontracted by the SEA according to the special procedures proposed by the
SEA, approved by its Board and with respect of related donors guidelines and procedures.
(4) The expenses ceilings relating to the services for drawing up the SMEs development programmes, the services of
programmes administration and those complementary to them, of monitoring, evaluation and control, will be established
at the approval of each programme budget, but not more than 10% of the allocated amounts value for the programme
itself.
ART.
The facilities such as the state aid, provided by the present law, will be granted by observing the legal provisions in the
state aid field, after they are authorised by the competent public authorities.
Chapter 4
Facilitating financing of and investment in SMEs
ART.
In order to facilitate the financing of SMEs, the Government shall strengthen the functions of governmental financial
institutions, develop a credit insurance system, foster proper lending to SMEs by private-sector financial institutions, and
take any other necessary measures.
ART.
In order to enhance the equity capital of SMEs and help strengthen the business fundamentals thereof, the Government
shall develop systems for facilitating investment in SMEs, make the tax burden fairer, and take any other necessary
measures.
Chapter 5
Implementation of the policies and programmes of development of the SMEs
ART.
(1) The government provides for the implementation of the SME Development Strategy, its Action Plans, policies and
measures of encouraging and supporting the small and medium enterprises development, their monitoring and
evaluation, through the Syrian Enterprise Agency, represented at territorial level through territorial offices that will be set
up by proposal of the SEA and by the Government approval, within 3 months from the date of coming into force of the
present law.
(2) By order of the president of Supervisory Board the Syrian Enterprise Agency there are established the obligations
and there is approved the Regulation of the territorial offices functioning and organisation.
(3) The territorial offices of the Syrian Enterprise Agency will form a database of all registered SMEs from the
Governorate where they carry out their activity
(4) The Syrian Enterprise Agency is set up as provided by the Law on Establishment of the Syrian Enterprise Agency.
(5) For the purpose of the present law, the Prime Minister Office will set up the Inter-Ministerial SME Committee
representing all major Ministries with impact on SMEs, with the role to coordinate their policies formulation and their
action plans for the implementation of their policies with impact on SMEs.
(6) The Inter-Ministerial SME Committee will also operate as provided by the Law on the Establishment of the

Syrian Enterprise Agency.
ART.
(1) By January 31st of each year, the Government, through the Syrian Enterprise Agency, submits to the Parliament a
Annual Report for the previous year on the SMEs sector development, the way the macroeconomic frame has impact on
SMEs, the legislative and institutional framework developments that correspond to the SMEs needs, the implemented
policies for SMEs development and the state of their application, the concrete measures taken for their applications and
the corresponding impact. The yearly report has to be accompanied by the programmes of the SMEs development that
are going to be launched in the next calendar year, so that the Parliament approves the funds that are deemed to be
provided in the state budget law for the next year.
(2) The yearly report has to reflect the results of the counselling and collaboration with the organisations of the SMEs
interest representation, with the other structures of the business environment and of the civil society in question.

Chapter 6
Sanctions

SEBC/SSP

95

ART.
(1) The following facts are considered to be infractions, if they are not committed so as to be considered offences
according to the criminal law:
a) the non-observance by ……. of the obligations provided at art. ….
b) the non-observance of the obligations provided at paragraph ….
(2) The infractions provided at paragraph (1) are sanctioned by fine, as follows:
a) from…… to ….., for the infractions provided at paragraph …..
b) from ……to …….for the infractions provided at paragraph …
(3) The fine quantum provided at paragraph …an be updated by the Government decision according to the inflation index
evolution.
(4) The infractions ascertainment provided at paragraph…… and the sanctions application are made by the control
personnel authorised in this respect by……..
(5) The provisions of the present law relating to the infractions are completed by the provisions of the related applicable
laws and regulations….
Chapter 7
Transitory and Final provisions
This articles should provide any link to other existing laws or law entering into force on the same moment because
integral part of the present law (this could be the case of the Law on Establishment of the Syrian Enterprise Agency not
incorporated in the present law because of local legal practices or other substantial reasons)
ART.
On the date of the present law coming into force there is approved the Law no. ….., published in the Official Gazette,
….., with the further modifications and additions.
Reference to Constitution
This law is passed by the Syrian parliament, by observing the provisions of art…. of the Constitution
Publication
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Annex 3
Law on the Establishment of the Syrian Enterprise Agency
Proposed Syrian Enterprise Agency Law structure:

Title / Chapters / Sections

(Comments & Recommendation)

Law on Establishment of the Syrian Enterprise Agency (The Agency)
GENERAL PROVISIONS

This law can be incorporated in the text of the SME Promotion Law by adding it as a
Chapter or Part, or it can be a separate law.
PURPOSE OF THE LAW
Clearly define the role of the Agency as the implementing agency of SME
Development Strategy and programmes
DEFINITIONS
Refer to the official definition adopted by the SME promotion Law
PROGRAM
The SME Development Strategy will define the general ways for the development of
the SME sector in Syria, whereas the Programme identifies the measures and
instruments for the implementation of the strategic goals and development priorities
in this area, which are necessary for the economic development of the country. The
SME Development Programme shows the general perception of the role of
Government in the creation of a favourable business climate, and within this
framework to prepare a policy for support of entrepreneurship and the development
of SMEs.
SYRIAN ENTERPRISE AGENCY In both proposed laws, it is recommended to provide the basis for the establishment
of territorial offices or regional centres for the SEA with the purpose of getting closer
to SMEs and to disadvantaged areas and under-represented groups
SCOPE OF ACTIVITES OF THE This part reflects mostly the role and tasks of the SEA as presented in the proposal
AGENCY
for the Syrian Enterprise Agency.
WORKING PRINCIPLES OF
THE AGENCY
FUNDS FOR ESTABLISHMENT Here the main issue is to provide for the possibility for the SEA to operate with
AND REALIZATION OF
donors funding and/or in a co-financing basis, when possible.
ACTIVITIES
The preference is for a lump sum funding for the establishment of the Agency and for
its yearly working plans.
BODIES OF THE AGENCY
SUPERVISORY BOARD
It would be preferable if the Board would be appointed directly by the PM Office, but if
this is not feasible then it is necessary that the authority for the Agency come at least
from the Inter-Ministerial SME Committee. This would provide for the Agency to play
its role of bringing the SMEs policy strait into the heart of Government.
The link to the Committee is provided within the SME Promotion Law.
COMPETENCES OF THE
SUPERVISORY BOARD
DIRECTOR OF THE AGENCY
CONFLICT OF INTERESTS
DISSMISSAL
STATUTE
AGENCY REPORTS
INSTITUTIONAL NETWORK
The implementation of the SME Development Strategy, as well as the efficiency of
FOR SUPPORT OF
the entrepreneurship, consulting and information programs for entrepreneurs on the
ENTREPRENEURSHIP AND
field will significantly depend on the network of the Agency regional / local offices (or
SME‘S
OSS) and the system of BSPs.
The Agency role is to co-ordinate and rationalizes the BSPs system, taking into
consideration the local needs and specifics. Special agreements between the Agency
and local BSPs and/or institutions are foreseen in this section with the aim to
stimulate entrepreneurial initiatives and development of entrepreneurship in the
regions, as part of the activities for Strategy implementation.
SUPERVISION OF THE WORK
TRANSITORY AND FINAL
PROVISIONS
Publication
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Articles breakdown:

Title / Chapters / Sections

Relevant articles

Law on Establishment of the Syrian Enterprise Agency
GENERAL PROVISIONS
Article 1
This law provides for the establishment, organization and operations of the Syrian Enterprise Agency ("the Agency").
PURPOSE OF THE LAW
Article 2
The Agency is being established for the purpose of implementation of the SME Strategy and realization of the related
Programs of measures and activities for the support of entrepreneurship and endorsement of competitiveness of the
SMEs in the Syria and for realization of other programs adopted by the Government that are relevant for the
development of entrepreneurship and SMEs.
DEFINITIONS
Article 3
(1) Relevant to this law, the legal and physical entities that are considered SMEs, are those as provided by the art. xx of
the SME Promotion Law
PROGRAMS OF MEASURES AND ACTIVITIES
Article 4
(1) For the realization of the goals and policies for support of SMEs and entrepreneurship, the Government acting on the
basis of a received proposal from the Ministry of Economy and Trade, adopts a yearly and multi-annual Program of
measures and activities for the support of entrepreneurship and creation of competitiveness in the SME sector (in the
following text: Program) for a period of five years.
(2) The Program will be following the guidelines and fields of activities set by the Euro-Mediterranean Charter for
Enterprise.
(3) The Program determines the necessary funds, fund sources, deadlines and other institutions, which are to be part of
its realization.
SYRIAN ENTERPRISE AGENCY
Article 5
(1) The agency acts as a legal entity.
(2) The Agency is independent in its activities.
(3) The abbreviated title of the Agency is SEA (Syrian Enterprise Agency)
(4) The Agency is situated in Damascus with 5 regional offices as provided by the SME Promotion Law
(5) All profits generated will be used for the realization of the tasks of the Agency
SCOPE OF ACTIVITES OF THE AGENCY
Article 6
The scope of work of the Agency includes:
 Implementation of the SME Strategy and its Program, and coordination of all national and international SME support
related programmes and projects, and in cooperation with the SME Department of the MoET.
 Create a better regulatory environment and policy
 Improvement of SMEs access to finance
 Better institutions and business support services by development, coordination, quality control & accreditation
system of network of business service providers in Syria including institutions for support and development of
entrepreneurship and SMEs
 To contribute to build an enterprise culture
 Create a more dynamic start-up market, providing support and orientation to self- employment in their pre-start-up
and start-up phase, and management of their own business
 Support of application of innovations and introduction of modern technologies in the operations of SMEs to support
the development of more competitive companies
 To foster the creation of more enterprise in disadvantaged areas and under-represented groups
 Participation in realization of projects that provide business cooperation, partnerships and networking of the
economies in the region, EU and wider- ranging.
 Support of integration of the Syrian SMEs in the international market
 Support the establishment of the SME Observatory, for the purpose of providing up-to-date information on SME
sector developments, make surveys and studies on current market needs and problems, current trends in the
industries etc.
 Processing and distribution of info-packages for different target group users
 Providing information on laws and other regulations relevant to start-up and management of a personal business
 Other issues related to encouraging entrepreneurship and competitiveness of SMEs.
WORKING PRINCIPLES OF THE AGENCY
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Article 7
The basic principles of the work of the Agency are the following:

Expertise

Professionalism

Transparency

Accountability for the work done and the achieved results
FUNDS FOR ESTABLISHMENT AND REALIZATION OF ACTIVITIES
Article 8
(1) The funds for the establishment of the Agency are provided by the Government and/or other donors
(2) The Agency can seek funds for its activities from the following sources:

Transfer of a lump sum from the budget of the Syrian Arab Republic, based on previously adopted annual program
for the work of the Agency

Revenues from completed activities, management of programmes for international donors.

Donations

Other sources provided for by the law
(3) The funds from point (2) line 1 of this article will depend on the degree of accomplishment of the Program of the
Agency for the previous year
(4) The agency will charge the income described in point (2) line 2 of this article, according to a fee schedule.
(5) The fee schedule from point 4 of this article is adopted by the Supervisory Board of the Agency
BODIES OF THE AGENCY
Article 9
The bodies of the Agency are the Supervisory Board and a Director
SUPERVISORY BOARD
Article 10
(1) The Supervisory Board is composed of 8 members, President and seven members.
(2) The Supervisory Board selects the President from the members of the Supervisory Board.
(3) Other Members of the Supervisory Board must have at least three years of working experience in the field of
economy, in the period of the last five years.
(4) The Inter-Ministerial SME Committee appoints members. At least three of the Board members shall be
representatives of the business community from different sectors, one representative of the Ministry of Economy / Head
of SME Department, one representative of the Ministry of Finance, one representative of the Ministry of Labour and
Social Affaires, and one representative of the banks that supports SMEs.
(5) The President and Members of the Supervisory Board are appointed for a period of 4 years, with the possibility of reelection. Board members may be re-appointed after four years by the Inter-Ministerial SME Committee.
(6) Board members must adhere to best practices and avoid conflict of interest.
(7) In case of serious default regarding the above, the President of the Board may recommend to the Inter-Ministerial
SME Committee the removal and replacement of a Board member.
(8) Decisions of the Supervisory Board are taken by simple majority vote if at least five of the Board members are voting.
In case of a tie in vote, the vote of the President of the Board is decisive.
COMPETENCES OF THE SUPERVISORY BOARD
Article 11
(1) The Supervisory Board has the following competences:
 Adopts the Statute of the Agency
 Ensures implementation of the working policies of the Agency, approve the internal regulations, which fix the
procedures, functioning, and structure of the Agency
 Develops a Program for the activities and development of the Agency
 Approve agreements and participation of the Agency in relevant co-operation projects, as required
 Appoints and dismiss the Executive Director of the Agency and fix his/her salary. A member of the Supervisory
Board cannot be at the same time Executive Director.
 Approve the annual programme and financial statements of the Agency prepared by the Executive Director
 Decides on the criteria for the selection of institutions to cooperate with on realization of its tasks
 Decides on methodology for preparation and tracking of the development projects of the SME
 Adopts the general provisions for the organization and systematization and other general provisions of the Agency
 Sets the criteria for use of the facilities and funds earned by the work of the Agency
 Brings decisions on other issues related to the realization of the responsibilities of the Agency and performs other
duties stipulated by the law
 Propose legal and sub-legal acts that regulate and promote the development of SMEs
 Perform any other supervisory tasks in accordance with the internal regulations of the Agency
(2) The working Program of the Agency of paragraph 1 line 3 of this article is approved by with the Government within 30
days from the day of submission of the Program to the Government.
EXECUTIVE DIRECTOR OF THE AGENCY
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Article 12
(1) The Agency is managed by a Director
(2) The director is selected via public announcement
(3) The eligible candidates may be domestic and foreign physical person that meet the following criteria:

Has at least a university degree

Has at least five years working experience in the field of economy

Has at least three years working experience at a managerial position

Has working experience that includes cooperation with international organizations and institutions, has experience in
similar projects, in compliance with the law on working relations for foreigners.
(4) The Executive Director of the Agency may be re-appointed for successive periods of four years.
Article 13
The director has the following responsibilities:
 Represents, advocates for the Agency and direct and control its activities;
 Prepare the Agency‘s draft Internal Regulations for the Supervisory Board‘s approval;
 Prepare the Agency‘s annual programme, the annual statements of the Agency as well as the six-monthly reports;
 Develops the working Program as well as the financial plan for the necessary funds and sources;
 Participates in the implementation of the Program and its development, by co-ordinating all activities related to the
implementation of Government policies for SMEs, as well as the co-operation between government institutions, local
structures, business service providers and associations regarding support to SMEs;
 Assists in co-ordinating domestic and international programmes and projects for the promotion of SMEs in Syria and
co-operate with relevant organisations and institutions, public as well as NGOs, in all matters of quality services for
SMEs;
 Supports actively SME consultancy services market development and the collection/dissemination of SME
information;
 Commission and evaluate the SME studies and surveys and report on a continuous basis on the situation of SMEs
in various regions as well as on the enabling framework for SME development in Syria;
 Manages the human resources, define their job descriptions and adopts any particular act for the employees in the
area of the working relations;
 Implements the decisions made by the Supervisory Board
 Decides on other issues stated on the Statute of the Agency
 Carries out other executive duties of the Agency
Article 14
The Director of the Agency is held accountable for his/her work and the legal operations of the Agency to the Supervisory
Board
CONFLICT OF INTERESTS
Article 15
(1) The Members of the Supervisory Board and the director are obliged to submit a statement for the existence or nonexistence of conflict of interests at the beginning of each year.
(2) The people of point 1 of this article are not allowed to participate in the decision-making if their objectivity is
questioned due to existence of mutual interest with the persons applying for the realization of the projects.
(3) For the objectives of point 1 of this article the interest is considered material if the members of the Supervisory Board
and the Director make material profit.
(4) If a person from point 1 of this article doesn't report existence of material interest in accordance with this article, the
competent authorities can annul the agreement on request of the Agency.
DISSMISSAL
Article 16
The members of the Supervisory Board and the Director can be dismissed in the following cases:

After completion of the mandate

On their request

In case of serving a sentence for a offence for which they have been sent to prison for more than six months

In case of illness, more that six months continuously

If he/she act adversely to this law and

Other cases provided for by the law
STATUTE
Article 17
(1) The Statute of the Agency defines in more detail the working and organizational structure of the Agency.
(2) The Statute has to be approved by the Government, within 30 days from its submission by the Supervisory Board.
AGENCY REPORTS
Article 18
(1) The Agency reports to the Ministry of Economy and Trade at least twice a year about its activities and use of funds.
(2) According to art. xx of the SME Promotion Law, the Agency submits a detailed financial and activity report for its work
to the Government for approval.
(3) The annual report of point 2 of this article refers to the work of the previous year and should be submitted by 31
January of the current year
INSTITUTIONAL NETWORK FOR SUPPORT OF ENTREPRENEURSHIP AND SME‘S
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Article 19
For the realization of the tasks of the Program the Agency can cooperate with institutions whose program and scope of
work is the support of entrepreneurship and SMEs, such as:

Foundations for the support of SME and entrepreneurship

Institutions for support of the entrepreneurship and SME established by the units of local government

Development centres

Centres for technology transfer

Business incubators

Euro info centres

Private consultants

Other institutions and organizations for support of entrepreneurship and development of SMEs
Article 20
The cooperation of the Agency with the institutions of Article 20 of this law is established on the basis of a contractual
agreements which provide for:

Rights and responsibilities of the contracting parties;

Subject of agreement

Means of financing

Monitoring and evaluation of the results

Participation of managing members in managing boards of supervisory institutions
Article 21
(1) The realization of projects financially endorsed by the Government, that are implemented through institutional network
for support of the SME development and encouraging of entrepreneurship with private consultants is carried out by virtue
of a public announcement and tender procedures, according to previously set criteria.
(2) The Agency carries out regular monitoring of accomplishment of the projects and services according to the public
announcement
SUPERVISION OF THE WORK
Article 22
The Government shall carry out permanent and full control over the legality, the regularity and the progress of the
Agency's work, as well as over the observance of the internal policies, rules and regulations prescribed for work
operations
TRANSITORY AND FINAL PROVISIONS
Art.23
1) The Agency shall start with work at the day of the appointment of the members of the Supervisory Board.
2) The Inter-Ministerial SME Committee shall appoint the members of the Agency's Supervisory Board within 30 days
from the effective date of the present Law.
Art. 25
The present Law shall enter into effect on the day of its publishing in the "Official Gazette‖
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Annex 4
Syrian Enterprise Agency Logical Framework (tentative example)
Overall Objective
To oversee the implementation of the SME Development Strategy, with Government mandate to
1) Substantially increase the contribution of SMEs to GDP and GDP growth
2) Substantially contribute to reduce unemployment

Specific Objectives
1. Creating better regulatory environment and policy for SMEs
2. Improving access to financial sources
3. Improving institutional support framework and business support services
4. Building an enterprise culture and promoting entrepreneurship
5. Stimulating creation of new businesses and a more dynamic start-up market
6. Enhancing competitiveness of existing companies by supporting better management,
innovation and technological development, thus also improving export-friendly environment
and SMEs export performance
7. Creating conditions for a balanced SME development at regional level, in disadvantaged
areas and under-represented groups (ethnic minorities and women)

SEBC/SSP

102

Expected results
(Directly connected with each single objective)
PY
Priority Themes / Specific Objective
1 Better regulatory environment and policy
Objective:
Government‘s objective under PY1 is to reduce the
unnecessary regulatory burdens on SMEs, particularly
those that act as barriers to start up and growth.

2

Improving access to finance

Expected results
Better regulation that means regulations only where necessary, in a
proportionate and targeted way, and reduced bureaucracy wherever
possible.
All new policies and regulations are designed and implemented in a way
that minimises the burdens on SMEs.
The impact of regulation on SMEs is identified, establishing an
appropriate balance between risk and cost.
Needless demands are not placed on regulated small business.
Policy objectives, including the need for regulation, are clearly defined
and effectively communicated to those involved
Those being regulated understand their obligations and know what to
expect from the enforcing authorities.
Proposals are published and all those affected are consulted before
decisions are taken.
New regulations are consistent with existing regulations.
Regulations are applied consistently across the country.
The allocation of powers and responsibilities between the key
organisations in the Government administration is clearer, with clear
reporting and accountability and effective co-operation.
The priorities of the National SME Strategy are well formulated and
largely reflect the current situation and the basic problems that the Syria
SME sector faces.
Established mechanisms to encourage greater participation and input in
the policy-making process, building on the Syrian Enterprise Agency
concept of regional offices and business service providers system.
Improved availability of appropriate finance across all business
communities and better financial intermediaries.

Government‘s objective under PY2 is to reduce the
number of SMEs encountering access to finance as a
barrier to growth

SEBC/SSP

103

OVI - How to measure success
The Agency will be successful if:
a) There is a reduction in the proportion of
SMEs citing regulation as an obstacle to
growth.
b) Syria maintains or improves its relative
position in international comparisons of
regulatory burdens.
c) There is an increase in awareness by
SMEs of sources of advice and support on
compliance issues and satisfaction with them.
d) More SMEs are competing effectively for
public sector contracts.

The Agency will be successful if there is:
a) A reduction in the number of SMEs
reporting difficulties in obtaining finance for
start-up and growth.
b) An increase in the number of equity
investments in start-up and early stage
business.
c) An increase in capital investment by SMEs
d) An increased awareness among all
stakeholders of gaps and instruments that
help in financing entrepreneurship.

PY
Priority Themes / Specific Objective
3 Better institutions and business support services
Objective:
Government‘s objective under PY 3 is to improve the
coherence, accessibility and quality of business
support system and government services for SMEs

4

Building an enterprise culture
Objective:
Government‘s objective under PY4 is to provide
everyone with sufficient understanding to enable them
to make an informed choice between employment and
enterprise.

5

Expected results

OVI - How to measure success
The Agency will be successful if there are:
Established Syrian Enterprise Agency as stable and effective institution
a) Increases in the number of SMEs saying
to co-ordinate and implement SME policy and strategy, with sufficient
they are satisfied with government services.
resources to fulfil its remit.
b) Improvements in business service
A strengthened, recognized, extensively used, co-ordinated branded
providers‘ outreach and customer satisfaction.
network of local business support organisations, through which national
c) Improvements in SMEs perceptions that
as well as local support programmes can be delivered.
their concerns are being taken into account
Improved accessibility, relevance and quality of the support services
by government.
available from government and BSPs, from most appropriate products,
d) Greater take-up of business support
services and solutions from the best expertise in the public, private and
services, resulting in increased productivity.
voluntary sectors.
e) SMEs more familiar with the key
Programmes sub-contracted to BSPs focused on management by results institutions in Syria supporting SME
and service standards, without unnecessary bureaucracy for contractors development and with their mandate and they
and reduced management workload and administrative demands placed rate the effectiveness of these institutions as
on them.
good.
Better alignment of objectives, targets, measures and processes for
business support delivered at national, regional and local levels.
Better value for money, resulting in more funds being deployed on the
front line, rather than in the back office of support institutions.
Local government have sufficient resources and skills for promoting and
advising on SME development
Government has sufficient data with which to fully understand business
needs.
In general, services and organisations are not anymore fragmented, or
confusing or hard to find.
Many more businesses know clearly what is required to comply with
regulations and, when seeking support from government, can easily find
it.
Entrepreneurial attitudes among young people and educators developed. The Agency will be successful in there is
Creative new projects that promote enterprise awareness launched.
increase in:
Initiatives to build a wider entrepreneurial culture in the schools started.
Factors that shape attitudes towards enterprise are identified; how far
a) the number of young people involved in
these factors can be influenced by government action is assessed; the
enterprise awareness activities.
effectiveness of activities and programmes is evaluated.
b) the proportion of young people aged 16-24
and the proportion of people aged over 25
considering going into business.
c) the proportion of people who feel they have
sufficient knowledge and understanding when
considering going into business.

More dynamic start-up market

The Agency will be successful if there are:
Higher levels of entry by new businesses.

Objective:
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a) Increases in the number of new businesses
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PY

6

Priority Themes / Specific Objective
Government objective under PY5 is to boost
productivity and economic growth by creating an
environment which encourages entrepreneurial
activity.

More competitive companies
Objective:
Government‘s objective under PY 6 is to improve the
growth capability of SMEs by helping them to raise
performance across key areas, particularly
management skills, export capacity and the use of
innovation.

7

Expected results
More efficient and innovative businesses replacing less efficient ones, as
an important contributor to productivity growth and to a dynamic and
competitive economy.
Established conditions in which promising businesses are rapidly able to
achieve their full potential.

A range of initiatives to facilitate SME growth, focusing on key business
processes such as management development, workforce skills, product
innovation and B2B, launched.
A better understanding of the relationship between support and factors
such as company culture, ownership transfer issues and sector-specific
issues which can make many SMEs reluctant to grow.
Programmes, which encourage SMEs to link with universities for the
purpose of knowledge transfer, launched.
Greater diversity and integration of SME economic activity through
increased proportion of SMEs engaged in production, non-trade services
and technology based SMEs.
Increased competitive SME activities in economic sectors where Syria is
currently reliant on imported goods and services, and increased
contribution of SMEs to export earnings (by way of direct exports and/or
through entry into value/supply-chains of exporting companies).

More enterprise in disadvantaged areas and under- Projects focused on a range of target customers – inner city and rural
represented groups
communities, the needs of women starting and growing small
enterprises, ethnic minority businesses and social enterprises.
Objective:
Increased participation of ‗youths‘ and women in the establishment and
Government‘s objective under PY7 is to increase the
management of SMEs.
overall rate of business start-up and growth in
Well-balanced regional SME distribution to provide adequate
disadvantaged areas and amongst groups that are
employment opportunities throughout Syria.
under-represented in business (including women)
Entrepreneurs, particularly those outside of Damascus, are well aware of
institutions, policies and programmes available to support SME
development. Even firms located in less dynamic and less developed
areas feel that they are included in the policy-making process and thus
that their views do count.
Improved opportunities for ethnic minority businesses to compete for
public sector contracts.
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OVI - How to measure success
(new SMEs formation by XY % over the next
three years)
b) Increases in the proportion of SMEs
seeking external business advice during startup.
c) Reductions in the barriers to start-up
The Agency will be successful if there are
increases in:
a) The proportion of businesses reporting that
they want to grow and are able to do so.
b) The number of SMEs actively involved in
product and process innovation /
diversification.
c) The take-up of external business advice by
SMEs and reduced number of SMEs saying
they have skill shortages.
d) More domestic SMEs participating in
foreign strategic alliances and/or joint
ventures

The Agency will be successful if there are
reductions in:
a) The gap between the number of people in
the most and least deprived areas starting up
in business.
b) The gap between the self-employment
rates of specific ethnic (or mixed) groups and
all groups.
c) The gap between male and female selfemployment rates.
More entrepreneurs think that the institutions
supporting SME development either provide
SMEs with sufficient information or offer equal
access to their programmes to all SMEs.

The Agency’s activities
Priority Areas / Objectives
(from the SME Strategy)

PY
1

Agency Main Activities
(Implementing the SME Strategy)

Better regulatory environment Regulatory environment
and policy
1.1 Improve the regulatory framework and elimination of administrative and technical barriers to market entry
1.2 Propose amendments to laws, regulations and policies affecting SMEs
1.3 Examine the impact of legal and other acts on small and medium enterprises development
1.4 Simplify licensing, permission and registration regimes, which impact on SMEs.
1.5 Set-up and co-ordinate an Inter Ministerial Working Group (or task force) on the administrative and regulatory environment, in charge of
proposing measures for reducing and simplifying the regulatory environment
1.6 Promote use of a system of Regulatory Impact Assessments (RIAs) to help policy makers analyse the costs and benefits of proposed
actions
1.7 Introduce pilot initiatives for impact test into the policymaking and regulatory process to ensure that policy makers consider the views of
SMEs (sample of 500 SMEs) at early stage of policy making and as and when it is decided to proceed with regulation.
1.8 Publish information materials where regulations are explained in a straightforward manner so that businesses find it easy to know their
obligations.
1.9 Draw up with other departments, an action plan to deliver significant improvements in government‘s performance in relation to the
regulatory environment for SMEs for publication.
Policy
1.10 Elaborate first draft and regularly review the SME Development Strategy
1.11 Propose directives for implementing policies in support of the creation and development of SMEs
1.12 Prepare, implement and monitor SME support programs and projects, both Government and Donors funded
1.13 Develop its own institutional capacity seeking technical assistance support form donors projects
1.14 Improve the dialogue with social partners and structures representing SME interests
1.15 Create an ongoing mechanism for providing appropriate inputs for policy and regulatory reforms needed to minimize constraints and
barriers to SME growth
1.16 Support the development and involvement of national SMEs associations
1.17 Establish good working relations with Government via the members of its Supervisory Board, have continuous contacts with all line
ministries, state bodies and financial institutions, business associations, and other organisations, in order to help co-ordinate all
activities related to SME development and promote relevant programmes in and outside Syria.
1.18 Establish mechanisms for regular dialogue between government and the enterprise sector at national and regional level.
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Priority Areas / Objectives
(from the SME Strategy)

PY

Agency Main Activities
(Implementing the SME Strategy)

2

Improving access to finance

3

Better
institutions
and 3.1 Strengthening and co-ordination of business support system:
business support services
-Initiate a cross-government project involving all BSPs operators to investigate the options and make recommendations for the
development of a single delivery plan bringing together all government/donor -funded SME support projects in a coherent and integrated
way.
-Develop a detailed picture of business support services and funding streams and gather data from the market place on the coherence,
gaps and effectiveness of the business support system.
-Rationalise and strengthen the brand and delivery channels through which government, private and voluntary services are accessed by
SMEs. Establish efficient and effective structure and processes to assure delivery of cost-effective and appropriate support and services
to SMEs Syria-wide, achieving greater consistency and customer focus in the design and delivery of business services.
-Provision of methodological support and information to upgrade quality standards of the BSPs and facilitate and accreditation system of
existing management consultants association.
-BSPs database implementation and updating
-Identify a shared measurement and target framework for assessing the impact of government/donors-funded business support
initiatives.
3.2 Establishment, integration and support of SME Observatory to launch its first SME Mapping programme
-Establish a central information databank of business information that can be accessed by SMEs and all SME Development
stakeholders (in close co-operation with SME Observatory)
3.3 SME WEB Portal
-To join up national online services for SMEs, based around a single Web portal, providing easy access to government regulatory and
business support information, to skills and training support.
3.4 Implement Voucher Counselling System for licensed consulting services to stimulate demand and take-up of support services.
3.5 Support to the participation at local and international fairs
3.6 Awards for the best performing Syria SMEs by sector and with great visibility and honour
3.7 Policy communication initiatives: seminars, info-packages, conferences, forums, workshops

4

Building an enterprise culture
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2.1 Formulate proposals to improve access to finance for SMEs including feasible alternative financial and non-financial tools
2.2 Design and introduce pilot innovative instruments for financing SMEs and intermediaries capacity building: micro-loans programme,
credit unions, seed capital fund, SME Credit Guarantee scheme, mutual guarantee scheme, investment incentives financing SME startups in priority sectors.
2.3 Set up working groups with accountancy practitioners and banks to improve the quality and accessibility of the financial advice, support
and training that is available to prepare growing SMEs for investment.
2.4 Develop programmes to introduce special loans for innovative initiatives
2.5 Implement initiatives for preferential treatment of SMEs in the privatisation / restructuring / spin-offs of state-owned enterprises and
municipal / governorate property.
2.6 Provide regular information and debates in conferences and seminars focusing on business financing opportunities (credit unions,
mutual guarantee schemes, leasing, etc.) and on delivery methods
2.7 Develop and support ―Investment readiness‖ training programmes

4.1
4.2
4.3
4.4

Develop and support programs on entrepreneurship promotion at different school and University levels, also via VCS
Support ―business animations‖ for would-be entrepreneurs at Universities and secondary schools
Design and launch initiatives as ―Best Business Plan Competitions‖ and ―Simulation Company‖
Launch media campaign to raise interest and awareness of SME community in entrepreneurship learning and support services
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Priority Areas / Objectives
(from the SME Strategy)

PY
5

6

7

UA

Agency Main Activities
(Implementing the SME Strategy)

More dynamic start-up market 5.1
5.2
5.3
5.4
More competitive companies 6.1
6.2

Introduce Enterprise Creation Schemes to support new SMEs in both pre-start up and start-up phases
Establishment of Business Incubators
Counselling and Training programmes for selected groups (women and minorities)
Schemes of counselling and training for SMEs via VCS for specific sectors (food processing, construction, tourism, ..)
Programmes supporting innovation and improving the access of SMEs to new technologies
Introduce small to medium grant scheme to facilitate technological upgrade of equipment at favourable conditions provided by bilateral
and multilateral donor programmes.
6.3 Programmes supporting the introduction of quality standards and quality management systems
6.4 Promoting e-business and better access to Internet
6.5 Introduce measures facilitating access for SMEs to the assets of state owned enterprises and to public procurement
6.6 Corporate Governance Improving programmes
6.7 Development of industrial parks and techno-parks linked to University and research centres
6.8 Internalisation and penetration of new markets:
-Introduce measures to stimulating the development of cross-border cooperation and regional business partnerships.
-Introduce initiatives to support the participation at domestic and international exhibitions
-Support EICC and Chamber of Commerce and Industry system in organising Middle-East Forums of SMEs to improve B2B contacts
and co-operation.
6.9 Management Training and consultancy services for managers and entrepreneurs via VCS
6.10 Develop and propose special programs to raise awareness of franchising, leasing, venture capital
6.11 Grant schemes to support use of innovative technologies and implementation of quality management system
More
enterprise
in 7.1 Develop with local stakeholders SMEs support programmes to targeted areas.
disadvantaged areas and 7.2 Publish a national framework for supporting women entrepreneurs and support its implementation via delivery partners.
under-represented groups
7.3 Support projects in at least 3 regions to develop Regional Action Plans for business support for women entrepreneurs and ethnic
minorities.
Underpinning Activities

Establish transparency across all functions and involve all role-players in the development of SME support strategies and programs

Develop full service concept across all functions of the Agency.

Continuously make needs assessments of SMEs and SME sector in general and tailor projects and programs to suit those needs

Benchmark, up-grade and rationalize support/assistance packages

Define quantitative and qualitative performance/impact indicators and, monitor and review the outcomes of all activities

Develop resource and support/assistance partnerships with private sector, donor community, local governments and communities

Make policy recommendations based on Monitoring and Evaluation programmes: outputs of monitoring studies being used to develop
more efficient support programmes as well as to shape development policy of the business environment.

Sub-contract to SME Observatory: a) Analysis of business environment, b) Monitoring and research of business environment, c)
Qualitative and quantitative analyses of SME sector.

Collect and disseminate information and analysis of the economic environment for SME development to relevant stakeholders

Developing and management of the Agency‘s Web Portal

Publish Annual Reports on status of implementation of policies, strategies and programmes in support of SME development

Production and distribution of publications for Syria entrepreneurs

Production and distribution of monthly bulletins for the business community
 Any other specific task in order to promote the development of the SME sector that is given into its responsibility by the Syrian
Government.
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Annex 5

Examples of SME Laws best practices:

SME Law
(Country/Year)
Issues reflected
in the SME Law
General Objective:
New attitude towards
entrepreneurs

Poland 2003
Law on Freedom on business activities – June 2003
(Proposed by SME Department with stakeholders ad hoc commission)
Before
After
the Law
the Law

Change of the relations between administration & entrepreneurs

More trust in entrepreneurs‘ good intentions

Easier start-up to boost the amount of new businesses

Everybody has the right to undertake & run a business – any discrimination is forbidden.


General principles:

Registration of business

Central Database on
Business Activity - 2007
Interpretation of law
by tax authorities

Control of
Entrepreneurs
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Public administration is obliged to act with respect to entrepreneurs‘
business & support micro, small and medium in particular.




Administration is to service entrepreneurs without any delay.
Administration is not allowed to pose any additional requirements to entrepreneurs
(which are not regulated by law).
Court Registers
Municipal Registers for natural persons & Court Registers for legal
persons
4 numbers
1 main number
4 institutions to visit
1 stop shop or online with electronic signature

Easy access to information on registered enterprises and entrepreneurs in every
Municipality

Unified with the Court Data Base

Entrepreneurs have the right to receive written interpretation of legal provisions in their
individual cases.

If entrepreneurs comply with the interpretation they cannot be charged with any financial
sanctions or penalties within the scope of the interpretation.

Limiting the amount of controls – one at a given time,

Limiting the control duration: max 8 weeks, for SMEs - max 4 weeks

Principles of control: inspector‘s authorisation, obligatory presence of the controlled
entrepreneur, and the book of control.
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SME Law
(Country/Year)
Issues reflected
in the Law
General Objective:

Key changes:

Registration
improvement with
targets:
Impact:

Law
enforcement

Remaining issues

Remarks
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Vietnam
Enterprise Law – June 1999
Before
After
the Law
the Law

Freedom to enterprise

Improve business environment

Stimulate creation of new enterprises

More enterprises moving form informal to formal sector

The constitutional freedom of business and the right to private ownership is the legal basis
for the detailed rights, obligations and procedures of the Law

Applies to all private enterprises, including enterprises of mixed ownership and joint-stock
companies with state equity; it gives owners of the enterprises full authority to operate their
business as well as to own, occupy and dispose of the enterprise‘s assets

Except for a few categories, such as civil servants or state agencies, the Law gives every
individual and organization the right to set up and manage enterprises.

It also repeals the system of minimum capital for each industry prescribed by the
government. Except for a few types of businesses, when setting up an enterprise now, the
incorporator only declares the capital in the business charter

The Law also does not require the businessperson to have capital on hand before obtaining
the certificate of incorporation.

Relaxation of constraints on private registration: ―Register First, Check Later‖: It abolishes
the licensing authority of the government and gives the businessperson the freedom to set
up and merely register the enterprise.

Registration office is not allowed to request any additional registration document as by the
Law

Registration office is to complete registration procedure within 15 days, otherwise it has to
answer by a written document
Time: 3 months Two weeks (longest)
Cost: 100-1500 USD 35 USD
Approval institutions: 34 1
Online registration: No Yes
Registered capital (Billion USD) in 1991-1999: 2,5 9,5 for the period 2000-2003
Number of enterprises in 1991-1999: 45.000 72.600 for the period 2000-2003
Number of jobs: 350.000 800.000

All ministries were requested to review its legal documents and remove all unnecessary
ones.

A task force was established to supervise the law implementation: checking the legal
document review of ministries, and so on

Ministries sometimes issue new legal documents not consistent with the Law

Improvement in administrative procedures can be found only for registration service, but not
for other services such as tax code, notary and the likes.

There is still discriminations against private enterprises: capital access, land acquisition,
and low technology capability.

Business environment improvement contributes significantly to job creation.

The law enforcement should be stricter.

Private sector is still facing a number of economic constraints

Further reforms are needed
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Basic Policy Infrastructure for Enterprise Development in MEDA countries

Source: EU-MED Charter for Enterprise Implementation report 2006

SEBC/SSP

111

Some examples of National SME support Agencies in the Balkans and in Europe:
Country

Government authority
to support SMEs

Legal basis

SME
Strategy
approved?

Year Budget
Operational
Costs €

Budget for
SME
Programs

Employees

70,000

700,000 Euro
in 2006

7

Albania

SMEA – SME Agency
Albinvest in 2006

Established by
Law
In July 2003

Yes

Croatia

HAMAG – Croatian Agency for Small
Business

Established by
Law,
in March 2002

Yes

Lithuania

Lithuanian Development Agency for SMEs

Established by
Law,
In July 1997

Yes

Poland

Polish Agency for Enterprise Development

Yes

Romania

NASMEC – National Agency for SMEs and
Cooperatives

Established by
Law,
in November
2000
Established by
Law,
in July 2003

Slovakia

NADSME – National Agency for
Development of SMEs

Established by
Law,
in 1993

Yes

750,000
(81 % State
budget)

11,7 Meuro
in 2003

Slovenia

SBDC - Small Business Development Centre Established by
Decree,
In 1992

Yes

1,8 M

4,93 Meuro for
22 projects
in 2003

RASME - Republic Agency for Development
of Small and Medium Enterprises and
Entrepreneurship

Yes

500,000
in 2006

Serbia

Montenegro

ASMED - Agency for SME Development

TFYR of
Macedonia

ASE - Agency to Support Entrepreneurship

Established by
Law,
in November
2001
Established by
Law,
in December
2000
Established by
Law,
in September
2003
started April
2004

Source: consultant’s elaboration
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10,2 Meuro
in 2003
1,2 Meuro in 2007

25

116,000 Euro

Yes

12 Meuro

Max 99

39

19

Yes

25
3,7 MEuro
from State budget 2006

Yes

170,000
in 2006

165,000

10

Annex 6
Regulatory Impact Assessment (RIA)
Introduction
Regulation is essential to achieve the aims of public policy in all areas, and better regulation is all
about ensuring that regulation is only used when appropriate, and about ensuring that the used
regulation is of high quality. It is also important to study the effect of regulations on different
stakeholders.
Improving the quality of regulation is a target in itself, enhancing the credibility of the government
and contributing to the welfare of citizens, business and other stakeholders alike. High quality
regulation prevents the imposition of unnecessary burdens on businesses, citizens and public
administrations.
High quality regulation helps avoiding the damage caused to firms‘ competitiveness by increased
costs and market distortions (particularly for small firms). The implementation of such regulation is
also less problematic for public administrations and compliance is easier for citizens.
The best way to achieve high quality regulation is through conducting a Regulatory Impact
Assessment (RIA) for each regulation and law before it is applied. RIA is widely implemented by
different governments worldwide. Specifications and level of details are different from one
government to another.
Without RIA, all reform activities could be meaningless if a new law/regulation is issued with a
negative effect on the business environment. RIA is the most proven and used tool to allow
governments to check the impact of new laws and regulations on business environment. RIA is
widely used to check the impact on SMEs in specific as well as other important environments.
What is RIA?
Regulatory Impact Assessment (RIA) is an effective tool for modern, evidence-based policy
making, providing a structured framework for handling policy problems. RIA should be an integral
part of the policy making process and not a bureaucratic add-on. It does not replace the political
decision; rather it allows that decision to be taken with clear knowledge of the evidence.
It is a process that involves a systematic appraisal of the costs and benefits associated with
a proposed new regulation as well as evaluation of the performance of existing regulations. It
ensures that new laws and regulations would not contradict with applied reforms and would not
have a negative impact on the business environment.
Objectives of RIA
A good RIA should enable policy solutions to be created in a way that minimizes unnecessary or
undesirable impacts or burdens whilst maximizing the positive impacts and hence achieving the
policy objectives in an effective way.
The exact detail of the most appropriate form of regulatory impact assessment depends heavily on
the administrative, legal and constitutional framework in which it operates. It is therefore not
possible to describe here in great detail which system/model should be adopted, beyond the main
principles.
Generally speaking, RIA provides the policy makers with:




Estimate of full impact of the regulatory proposal
Identification of alternative options for achieving the desired policy change
Assessment of different options (regulatory and non-regulatory)
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Assurance that the consultation with different stakeholders is meaningful and reaches the
widest possible range
Determination of whether the benefits justify the costs
Determination of whether particular sectors are disproportionately affected

Prerequisites of RIA
There are some prerequisites for RIA to be successful in improving the regulatory environment:







The RIA process needs to be an integral part of an overall strategy to improve the regulatory
environment
There must be high-level political support for the concept of RIA and its practical application
The analytical effort to be put into each RIA should be proportionate to the likely effects of the
proposal being assessed
Preparation of an RIA should, wherever possible, be by the policy officials concerned and
should start as soon as possible in the policy development process, continuing as a
fundamental part of it
The results of the assessment need to be informed by and subject to both formal and informal
consultation of interested parties and others
This process is most effective when it is overseen by a specific structure dedicated to better
regulation and supported by clear advice, guidelines and training.

Components of RIA
There is a growing body of work on what should be covered by RIAs. The variations in different
adopted models exist for a number of reasons – these include varying likelihood of legal challenge,
different legislative processes and diverse administrative traditions or constitutional systems.
However, most RIAs include the following components:
o
o
o
o
o
o

Purpose: Identifying the purpose that initiated the regulation proposal
Risk: Consideration of what actually is the risk or problem to be addressed and
whether or not an action is appropriate
Alternatives: Consideration of what are the existing options for addressing the risk
or problem – is regulation the best method to address the problem, if so in what
form, or would an alternative approach be better
Cost/Benefits Analysis: Assessment of the impact of the options in terms of
benefits and costs
Public Consultation: Recognition of the need for transparency and openness in
the process and consultation of the right stakeholders
Effect on Stakeholders:
1. Effect on M& SME
2. Effect on Competitiveness
3. Social Effect
4. Gender Analysis

In addition, several models include the need to consider compliance and enforcement aspects.
Also, depending upon the constitutional and legal situation, some models have a legally binding
requirement that a completed RIA to be attached to the regulation proposal.
Evaluating the Quality of Regulation
Evaluating the quality of regulation is considered one of the most important factors of "Better
Regulation". Evaluating the quality of the regulation could be in terms of its compliance with the
pre-regulation assessment and consultation (Ex ante) or the effectiveness and appropriateness of
the active regulation (Ex post).
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Quality Checklist (Ex ante Evaluation)
The purpose of ex ante evaluation is to ensure that those who take the final decisions have to hand
all the relevant information. This requires that all relevant policy implementation options be
considered, a regulatory impact assessment is carried out and that appropriate consultation is
undertaken. A check on whether these steps have been carried out correctly is therefore desirable.
This part of the ex ante evaluation is only focused on the process; it thus does not contain any of
the elements covered by RIA, consultation or other measures. Instead, it simply verifies that they
have been carried out properly.
In its simplest form this evaluation consists of a checklist where all the steps required in the
process can be ticked off. Whatever form it takes, the results of this evaluation should form part of
the dossier supplied to the decision-maker. A sample checklist developed by the OECD.
Review of Existing Regulations (Ex post Evaluation)
Ex post evaluation can contribute significantly to the effective review of existing regulation. Done
well, it provides clear information on the effectiveness and appropriateness of the regulation,
disclosing weaknesses and other shortages, enabling the review to decide what action, if any, to
take. If action is deemed appropriate it may take the form of simplification/streamlining, repeal of
the regulation or revision of the policy itself.
Ex post evaluations should be carried out when general reviews of existing legislation take place,
for instance in the context of a simplification program. In other cases the time when the ex post
evaluation should take place may be decided on when the new regulation is being prepared and
can in appropriate circumstances be included in the legal text.
This may, for example, be particularly appropriate where there is considerable uncertainty about
the risks being addressed by the regulation or about its effects, such as when the precautionary
principle is being relied upon.
In other circumstances, the appropriate time for an ex post evaluation may be decided upon later,
based on agreed criteria. It is, in any case, essential that the time of evaluation to be chosen so
that the effects of the regulation can be measured, or new information about the circumstances of
the regulation can be incorporated in the review.
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RIA Evaluation Checklist
OECD Reference Checklist for Regulatory Decision-making
Question No. 1 – Is the problem correctly defined?
The problem to be solved should be precisely stated, giving clear evidence of its nature and
magnitude, and explaining why it has arisen (identifying the incentives of affected entities).
Question No. 2 – Is government action justified?
Government intervention should be based on clear evidence that government action is justified,
given the nature of the problem, the likely benefits and costs of action (based on a realistic
assessment of government effectiveness), and alternative mechanisms for addressing the
problem.
Question No. 3 – Is regulation the best form of government action?
Regulators should carry out, early in the regulatory process, an informed comparison of a variety of
regulatory and non-regulatory policy instruments, considering relevant issues such as costs,
benefits, distributional effects, and administrative requirements.
Question No. 4 – Is there a legal basis for regulation?
Regulatory processes should be structured so that all regulatory decisions rigorously respect
the "rule of law"; that is, responsibility should be explicit for ensuring that all regulations are
authorized by higher-level regulations and consistent with treaty obligations, and comply with
relevant legal principles such as certainty, proportionality, and applicable procedural requirements.
Question No. 5 – What is the appropriate level (or levels) of government for this action?
Regulators should choose the most appropriate level of government to take action, or, if multiple
levels are involved, should design effective systems of coordination between levels of government.
Question No. 6 – Do the benefits of regulation justify the costs?
Regulators should estimate the total expected costs and benefits of each regulatory proposal and
of feasible alternatives, and should make the estimates available in accessible format to decisionmakers. The costs of government action should be justified by its benefits before action is taken.
Question No. 7 – Is the distribution of effects across society transparent?
To the extent that distributive and equity values are affected by government intervention, regulators
should make transparent the distribution of regulatory costs and benefits across social groups.
Question No. 8 – Is the regulation clear, consistent, comprehensible, and accessible to
users?
Regulators should assess whether rules will be understood by likely users, and to that end should
take steps to ensure that the text and structure of rules are as clear as possible.
Question No. 9 – Have all interested parties had the opportunity to present their views?
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Regulations should be developed in an open and transparent fashion, with appropriate procedures
for effective and timely input from interested parties such as affected businesses and trade unions,
other interest groups, or other levels of government.
Question No. 10 – How will compliance be achieved?
Regulators should assess the incentives and institutions through which the regulation will take
effect, and should design responsive implementation strategies that make the best use of them.

Regulatory Impact Assessment Components
The following table lists the components of a typical Regulatory Impact Assessment (RIA)
Purpose and intended
effect
Risks
Benefits
Costs
Securing compliance
Impact on small
business
Public consultation
Monitoring and
evaluation
Recommendation

Identifies the objectives of the regulatory proposal
Assesses the risks that the proposed regulations are addressing
Identifies the benefits of each option including the "do nothing" option
Looks at all costs including indirect costs
Identifies options for action and enforcement
Using advice from the Small Business Service
Takes the views of those affected, and is clear about assumptions and
options for discussion
Establishes criteria for monitoring and evaluation
Summarizes and makes recommendations to Ministers, having regard
to the views expressed in public consultation

Critical Success Factors for RIAs




Starting at early stage
Consulting effectively with those affected by the proposal
Analyzing appropriately the likely costs and benefits of the proposal
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Preparing RIAs -Checklist
Following are the Key questions for policy makers and regulatory impact units when preparing a
Regulatory Impact Assessment (RIA)











Getting started -the Initial RIA
Start Early: the RIA should facilitate informed consideration of the options available for
achieving the objectives of the envisaged regulation, and an Initial RIA should, wherever
possible, be produced before decisions are made or there is a commitment to legislate.
Identify the objectives: the problem and risks to be addressed, and the desired outcomes. This
is necessary before the options can be considered.
Plan the process: project management principles and techniques provide a useful discipline,
which can help ensure that all aspects are planned for. In drawing up a timetable work back
from any deadline for legislative implementation to allow enough time for each key stage,
especially for consultation.
Consult early: with the Small Business representatives and other policy makers having
responsibility in relation to the industry or sector concerned, enforcement bodies and
representative bodies, to obtain an informed view of risks, options and a broad indication of the
likely costs and benefits concerned. This is not a substitute for effective consultation with the
broader spectrum of those concerned later in the process, but should help with planning how
effective consultation can be undertaken.
Assess the risks being addressed: identify how prevalent the problem to be addressed is, the
gravity and nature of the consequences, and highlight areas where more information is needed.
Identify a wide range of options: including self-regulation and non-regulatory options. Where
the broad policy direction is already determined the focus should be on options for
implementing the desired solution most effectively.
Consider compliance: the level of compliance with existing regulation and good practice can
indicate the types of solutions most likely to achieve the desired outcome. Regulatory solutions
are effective only as far as they are complied with, and the way they are implemented can
affect the extent as well as the costs of compliance. Adapting existing business or regulatory
processes may make compliance easier and hence more likely.

Obtaining a clear picture -the Partial RIA
 Think through the consultation process: it may need to cover other public sector bodies,
charities and voluntary organizations as well as businesses. A good quality response is
important and people may be more responsive if consultation on the RIA precedes formal
consultation on draft legislation. Make it easier for respondents to respond to the assumptions
in the RIA, for instance by asking a few clear questions up-front. Include questions on the
estimates of costs and benefits in the RIA.
 Obtain representative views from small businesses, charities etc.: The test should involve small
sufficient businesses, charities etc to be representative. Such bodies respond best to direct
face-to-face or telephone interview when the impact of the regulatory proposal and options can
be talked through and a clear view of the likely impact obtained. Focus groups may also be
valuable. Sufficient businesses should be selected to be representative of different types of
business or sectors. The findings from the test should be included in the RIA sent out for
general consultation.
 Analyze separately how costs and benefits apply to different sectors and types of business:
including small businesses and consumers. A proposal that is proportionate overall may be
disproportionate for some sectors, especially small businesses. Can the impact in these cases
be mitigated?
 Place the RIA on the web: as soon as it is prepared, so that it is readily accessible to those
concerned and where appropriate link it to the relevant consultation document.
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Quantify costs and benefits appropriately: so as to demonstrate that the preferred option is the
most effective and is proportionate. Benefits should be quantified unless they are evidently
overwhelming but this is often not easy and may necessitate surveys or sophisticated analytical
techniques. Precise monetary values are not necessary -informed figures as to what is likely to
happen to which people are, wherever they can be obtained.
Keep an open mind on options: quantify the costs and benefits of all practicable options, and
be alert for ways of making compliance easier and more likely. Particular attention should be
given to self-regulatory options, as voluntary compliance can be more effective and less costly.
Consider compliance in detail: obtain a clear view of how those affected, including enforcement
bodies, will comply with the proposal, perhaps by drafting and consulting on a skeleton of the
step by step guide to compliance that will eventually be needed. This should feed into the
estimation of costs and benefits. Consider and consult on what action will be needed to inform
those affected about the proposal once it is implemented, including enforcement bodies.

Pulling it together - the Final RIA
 Firm up on compliance and enforcement: explain the steps being taken to ensure that those
affected know what is expected of them and what guidance; seminars, publicity etc will be
issued for this purpose. Set out the actions the enforcement body expects to take to secure the
intended compliance rate.
 Summaries the results of consultation: including response rates, responses from different
sectors or types of business/body where these vary and how proposals have been modified to
reflect significant concerns.
 Explain arrangements for any review: including when any review will be carried out, how data
will be collected, how compliance will be monitored and what expertise will need to be drawn
upon, bearing in mind the importance of the review informing future legislation in the area.
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Annex 7
List of meetings

Mission Period: June 10th, 2007 – July 19th, 2007
Team: Mr. Enzo Damiani & Mr. Ziad Ayoub-Arbashe

Date
June 10th
June 12th

Institution / Organization
SEBC
Ministry of Industry

Debriefing meetings at SEBC
Ms. Nadia Okar
Industrial Private Sector Directorate
Head of EU-Cooperation Dept.

June 13th

Ministry of Economy and Trade

June 13th

Ministry of Industry

June 17th

State Planning Commission

June 17th

June 18th

UNDP Syria
Project: Towards Changing the Mind-set for
Competitiveness
SEBC

June 19th

Ministry of Economy and Trade

June 19th

June20th

Public Commission for Employment and Projects
Development
(Previously Agency of Combating Unemployment)
SEBC

June 23rd

Algorithm Software Consulting company (Aleppo)

June 23rd

SWS Software Company (Aleppo)

June 24th

Aleppo Chamber of Commerce

June 24th

June 24th

Hitex.co.Ltd: Manufactur of Polyester Flat Yarn
(Aleppo)
(Manufacturing private company)
Shoes manufacturing private company (Aleppo)

June 24th

Industrial Zone Aleppo – Sheikh Najjar

rd

July 03

SEBC

July 04th

Ministry of Economy and Trade

July 08th

Ministry of Industry
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Mr. Adnan Shalakho
Industrial Directorate Sub Damascus
Director
Ms. Sulafa Akili
Head of SME Department
Mr. A. Haytham El-Yafi
Vice Minister (Private Sector)
Ms. Soraya Edilbi
Director of Private Sector Dept.
Mr. Saad Bsata
National Team Leader
UNDP Syria
George Catinis
Team Leader (acting)
Mr. Ghassan Habash
Deputy Minister
Mr. Byan Harb
Executive Director
Mr. Omar Zein
Project Management expert
Mr. Ziad Al-Jabry
President
Mr. Wadee Bitar
Business start-up, software sector
Mr. Ammar Said
Executive Director
Mr. Abdul Rahman Iskeif
President (Board Member of Aleppo
Chamber of Commerce)
Mr. Ahmad Mannoun
Director
Mr. Haitham Daw
Executive Director
Ms. Noha Chuck
COE
Ms. Sulafa Akili
Head of SME Department
Mr. A. Haytham El-Yafi
Vice Minister (Private Sector)

