CYKYIIHOIO IIOTEHLIaly B LUIOMYy, [0, y CBOI 4epry, crpumye abo HaBITh
YHEMOXKJTUBIIIOE PO3BUTOK 1HIIMX CKJIaIOBUX MOTEHIIATY.

PiIBHOMIpHICTb Ta Y3rOMKEHICTb PO3BUTKY OKpemux ckiagoBux PIIIIT e
OCHOBHOIO MeETOI (popMyBaHHS €(PEKTUBHOI TMOJNITUKA PO3BUTKY MPOMHUCIOBOIO
nianpueMcTBa. [lpu npomy HE0OXiIHO NMpUKMATH 0 yBar, 0 WIBUAKICTb PO3BUTKY
KOKHOI CKJIQJIOBOT Ta IIBUKICTh BIIPOBA/KCHHS I1HHOBAIIA € creuuiuHuMu s
koxHOi ckianopoi PIITIII. BiamosigHo, B mpoiieci popmyBaHHS €PEKTUBHOI MOTITHKU
PO3BUTKY IPOMHUCIIOBOTO MiANpHeMcTBa B acrnekti po3Butky PIIIIIT HeoOxigHO
BUKOHATH TaKl KPOKU: JOCIIAUTH IIBUAKICTE PO3BUTKY OKkpemux ckinagoBux PIIIIII,
BUJIUIMBILIM TPU MPUHLUIIOBI TPYIH €JIEMEHTIB: €IEMEHTH, 10 MIBUJIKO PO3BHUBAIOTHCS;
€JIIEMEHTH, IO BIJCTAIOTH BiJ 3arajJbHOrO TEMITy PO3BUTKY; E€JIEMEHTH, IIBUIKICTb
PO3BUTKY SIKUX BIATOBIAA€ CEPEIHBROMY TEMITy PO3BUTKY; MPOAHAII3yBaTU BHYTPIIIHI
Ta 30BHIIHI (aKTOpH, IO BIUIMBAIOTh HA IIBUJAKICTH PO3BUTKY OKPEMHUX CKJIaJOBUX
PIIIIII, BuaumBmM (PaKTOpU MPSIMOTO Ta ONOCEPEAKOBAHOIO BIUIMBY; JOCHIIUTH
qyTUBICTh OKpemux ckiagoBux PIIIII mono mBuakocTi peakuii Ha BIPOBAIKEHHS
1HHOBALlIM Ta 3/1aTHOCTI iX peanizoByBaTu. Takuil KOMIUIEKC /A1l 103BOJIUTH €(DEKTUBHO
pO3pOOJIATH Ta BOPOBAIKYBATH IHHOBAIll 32 OKPEMHUMH CKJIQJJOBUMH 3a0€3MeUyroun
muHaMigyHui po3Butok PIIIII B mijomy.

JEREMIE FUND AS A NON - SUBSIDIZED, RETURNABLE FORM OF
SUPPORT OF DEVELOPMENT FOR MICRO, SMALL AND MEDIUM-
SIZED ENTERPRISES IN

Maciej Tokarski, Torun School of Banking, Torun, Poland

Market economy is characterized predominantly by majority of private ownership
and a significant role of micro, small and medium-sized enterprises (MSMEs) in
producing goods and providing services10. Accession of Poland to the European
Union structures entailed the increase of the importance of the competitiveness of
Polish enterprises in the EU markets 11. Restricted access of micro, small and
medium-sized enterprises to financing hampers or even obstructs their development.
Therefore, activities aimed at altering such state of affairs are indispensable. One of
the possible solution is the opportunity of utilization of the European funds by the

10Pursuant to the European Commission Directive (2003/361/WE) of 6™ May 2003. C(2003)1422 commencing as of
01.01.2005 in EU countries the following enterprises shall be included into MSMEs sector: micro enterprises
employing no more than 10 people and with annual turnover and/or balance sheet total not exceeding 2 million
EUR; small enterprises employing no more than 50 people and with annual turnover and/or balance sheet total
between 2—10 million EUR; medium-sized enterprises employing form 51 to 250 people and with annual turnover
between 10-50 million EUR and/or balance sheet between 20—43 million EUR [w:] Official Journal of the European
Union, L 124/39 as 0f 20.5.2003. The recommendation introduces three types of enterprises: autonomous enterprise,
partner enterprise and linked enterprise. That constitutes a novelty in relation to previous recommendation KE
96/280/WE of 3™ April 1996, which required. The increase of importance of that sector of economy may be
strongly supported by the fact that MSMEs comprise 99.9% of the total number of all enterprises in the European
Union economy and employ 75% of the working population as well as that they generate around 70.5% of the gross
domestic product, performing the most significant role in trade and services.

11Development of MSMEs in Poland is crucial to expand local entrepreneurship, establish well-structured, effective

economy, and increase competitiveness of the Polish companies on the common European market.
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micro, small and medium-sized enterprises within given operational programs’
framework, which objectives are precisely directed to improve the competitiveness
and innovativeness of the MSMEs sector, as well as professional qualifications of
their employees. In the current financial perspective for the years 2007-2013, the
MSME:s sector shall acquire a substantial portion of the financial means earmarked
for, inter alia, the boost of growth of innovations and investments in the form of non-
returnable subsidies, which currently substitutes 90% of support granted to
entrepreneurs in Poland. In the years 2014 — 2020 the European Union is likely not to
support enterprises directly with subsidies but it will only support them with
unsubsidized, returnable forms such as low interest loans and guarantees for the
loans. The European Commission has been testing a new support system with the use
of programmes such as Jasper, Jeremie, Jessica and Jasmine12.

The most important reason why the European Commission intends to change the
way the financial support is granted is the desire to increase the effectiveness of the
utilisation of the European development funds. There are many arguments in favour
of such a solution. First of all, the amount of money available in the European funds
could be multiplied due to the fact the resources are returnable. Secondly, such a
system of support improves the odds for the European funds to be actually increasing
economic development and to be implemented in projects which are economically
viable and, as a result, guarantee that the resources are multiplied. The subsidy shall
be a one-time in its nature and the return instruments shall be a system solution.

JEREMIE was created in 2007 by the European Commission, European
Investment Bank and European Investment Fund in order to promote
entrepreneurship, innovations and availability of external financing to micro, small
and medium-sized enterprises. Its main aim is to provide returnable capital (in the
form of various financial products, such as low return loans and credits, guarantees or
capital instruments) to support the development of those enterprises which have
restricted access to commercial loans. The initiative is implemented by governments
and regional authorities but the enterprises at their early stages of development
always constitute the final recipients of the aid. JEREMIE is a mechanism which
operation departs from traditional, subsidy-based support of financial instruments to
the benefit of the renewable mechanism of a revolving nature. It is based upon
returnable resources, i.e. such resources which might be repeatedly re-invested, and
upon operating locally financial intermediaries, i.e. non-commercial loan and
guarantee institutions.

In Poland JEREMIE Initiative is implemented at the regional level within
Regional Operational Programmes (ROP). Within the JEREMIE Initiative there are
credits, loans and guarantees granted to micro, small and medium-sized enterprises,
including start-up enterprises. Poland is the only new member state of the EU which
decided to implement the programme at the regional level. The regions handed the
money from the programmes over to the, so-called, manager of the funds. Bank
Gospodarstwa Krajowego (Bank of Domestic Economy) fulfils the role of the

12 Currently, there are two funds utilized in Poland: JEREMIE (Joint European Resources for Micro-to-Medium
Enterprises) and JESSICA (Joint European Support for Sustainable Investment in City Areas).
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manager of the funds for five voivodeships (apart from the kujawsko-pomorski
region) and for Kujawy region the role is fulfilled by Kujawsko-Pomorski Fundusz
Pozyczkowy (Kuyavian-Pomeranian Loan Fund). Those two institutions choose in
open competitions financial intermediaries, such as loan funds, guarantee funds and
banks, which directly offer support for entrepreneurs. The financial mechanism of
JEREMIE assumes that the means are handed over to the specific Trust Fund (TF)
managed by the specialized Manager. Then, the means are transferred by the TF to
the MSMEs through financial intermediaries, e.g. banks, loan and guarantee funds,
capital venture funds etc. The Manager's tasks include investment modelling,
choosing the financial intermediaries, monitoring and reporting to the Managing
Institutions and the European Commission.

In Poland JEREMIE Initiative is implemented within ROP in six voivodeships.

That is why particular regional programmes of the voivodships include distinct
operations within which the instrument is put into practice. Table 1 presents the
JEREMIE Initiative budgets and the number of enterprises which has been granted
the support so far.
So far, more than 3200 enterprises utilised the preferential loans and guarantees
within JEREMIE programme. In all six regions altogether the entrepreneurs were
provided with the amount of PLN354mln, out of which 263mln constituted the
European means. The remaining amount was generated from the capital of the
financial intermediaries. So far, there has not been a case when any of the
entrepreneurs did not fulfil their liabilities. JEREMIE Initiative provides ample
opportunities for the micro, small and medium-sized enterprises to gain access to the
capital indispensable for their development. It may be anticipated that the financial
intermediaries, which receive the capital within JEREMIE Initiative, shall increase
their offer of financial products directed to MSMEs. Thus, the acquisition of capital
shall become not only easier but also cheaper.

The loans and guarantees within JEREMIE Initiative have also been utilised by
entrepreneurs from other European countries. JEREMIE may be implemented in two
options 1.e. without or with the participation of the European Investment Fund (EFT).
The latter is applied in e.g. Greece, Romania, Latvia, Slovakia, Cyprus, Bulgaria,
Malta and some regions of France and Italy. So far, the countries which signed the
agreements with financial intermediaries of the highest EIF values were Greece —
€250mln, Latvia — €210mln and Bulgaria — €200mIn. The option without EFI is
applied, apart from Poland, in e.g. Hungary.

The JEREMIE Initiative is profitable from the financial point of view and
improves the operation of micro, small and medium-sized enterprises. The
opportunities to provide enterprises with own capital, such as Business Angels or
Venture Capital, seem especially beneficial along with theoretical capabilities related
to the decrease of financial risk through guarantees granted by the supra-regional
institution, which is less susceptible to the possible risks occurring in the region
where the micro enterprises utilising JEREMIE come from13.

13 G. Michalski, Pucku u xanumanvuvie 3ampamol: enusHue Jicepemu-gponoa Ha co30aHue KAnumaia Manblx
npeonpusimuti, Pernon: skoHomuka u couuosorust 2009; 292(1):238-250, (Risks and capital costs: how JEREMIE
fund initiative helps to create SME capital, Journal Region: Economics and Sociology), ISSN: 0868-5169.
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Table 1.The implementation of JEREMIE Initiative in Poland (as of March 2012).

Voivodships Operation Budget Number of
in enterprises
min supported
PLN within
JEREMIE
Initiative
Dolnoslgskie RPO WD Operation 1.3 Support of 406 378
[Lower Silesian] | renewable financial instruments for
MSMEs
Wielkopolskie | WPRO Operation 1.3 Development of 501 1663
[Greater Poland] | the financial instruments system of the
entrepreneurship support.
Pomorskie RPO WP Operation 1.3 Non- 287 479
[Pomeranian] subsidized financial instruments for
MSMEs
Y.odzkie RPO WL Operation 3.4 Development 189 89
[Lodz of the business environment
Voivodeship ]
Zachodniopomo | WZP RPO Operation 1.3 Advanced 280 631
rskie services of support for MSMEs
[West
Pomeranian]
Kujawsko- RPO WKP Operation 5.1 Institutions 40 8
Pomorskie of business environment, scheme:
[Kuyavian- JEREMIE Trust Fund
Pomeranian]

Source: Own work

On 30th March 2012 in Brussels negotiators of EU and Ukraine signed the
more than one thousand pages long Association Agreement and ipso facto finalising
the negotiations which began in 2007. The agreement is supposed to pave way for
economic and political integration with the European Union. Ukraine's accession into
the EU structures could certainly create opportunities to increase competitiveness and
investment capacities of Ukrainian enterprises and consequently, following suit of
Poland which has competently utilized EU funds, of the Ukrainian economy as a

whole.
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