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Preamble
The United Nations Economic Commission for Africa (UNECA) Subregional Office for
North Africa Office selected, as its priority theme for 2008, SMEs as players in sustainable development. In March of the same year, the Office organized a meeting of government and international
experts, private sector operators and academics to discuss measures to be undertaken to strengthen
the role of small and medium-sized enterprises in sustainable development in North Africa1.
The meeting held a plenary session to identify the challenges facing stakeholders (public sector, entrepreneurs, professional associations and training and research officers), to enable SMEs to
continue to make significant contributions tol sustainable development as well as independently and
voluntarily cope with globalization. The meeting focused on the youth, who, throught their SME activities, in maintain and develop trade relations and partnerships among the countries of the region.
These relations are a source of hope for accelerating North Africa’s regional integration and taking
advantage of market opportunities present everywhere in the region, Europe, Asia and America.
Two parallel sessions were held. The first one dealt with market openings and opportunities
for SMEs, and the second addressed initiatives for upgrading SMEs and forging partnerships to help
break the isolation of these enterprises, facilitate their access to financing and technologies, and
transforming their innovative spirit into concrete results.
Several recommendations emanated from the presentations and ensuing substantive discussions. Some were general in nature and dealt with the strengthening of government policy on SMEs,
capacity building and partnership strengthening to upgrade the system of production of the region’s
countries, while fostering research and innovation. Other recommendations were more specific and
dealt with governmental policies, support to SMEs, innovation and research, training and capacity
building, financing, adaptation to climate change and information technologies.
Karima Bounemra Ben Soltane
Director
ECA office for North Africa

1 This meeting was held in the framework of the 23rd session of the Intergovernmental Experts Committee, the decision-making body of the Office.
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Introduction
Small and medium-sized enterprises occupy a strategic position in the development process.
They constitute the crux of the economic fabric, providing a non-negligible share of jobs and participating in the creation of value added.
The dynamic and easily adaptable nature of SMEs contribute to improving competitiveness
and supporting the restructuring of the economies of North African countries. They are important
especially as they are often the principal suppliers to large public and private enterprises and benefit
from significant valuable assets in terms of flexibility, access to knowledge and local markets.
SMEs are considered to be key players in sustainable development as they contribute to all
its aspects. They contribute to job creation, and thereby to combating poverty and inequality; and
better integration of women into entrepreneurship and paid work. Their flexibly and capacity for
innovation contribute to the creation of new sources the competitiveness of their countries. Thanks
to their propensity for adapting to climate change and environmental challenges, they can usefully
contribute to making the environment not only a constraint but also an asset and vector of growth.
The contribution of SMEs to sustainable development is further enhanced by the fact that it
relies on increased trade and ties between the SMEs of the countries in a given region as well as with
other SMEs, and large enterprises. This is because integration offers broader economic possibilities
to SMEs in terms of markets, inter-company relations capital mobility and skills transfer. Added to
these advantages are more possibilities offered by coordinating economic policies, including sectoral and social policies, and policies on adaptation to climate change.
In the North Africa region, the contribution by SMEs to growth and employment varies according to the country, its historical experience and development path. Egypt, Morocco and Tunisia have
a denser and more diversified SME fabric than the other countries of the region, although the levels
reached remain lower than those of the majority of developed nations.
Even though the definitions of SMEs differ from one country to another (some still refer to
the criterion of number of employees, while others refer to turnover and a third group to both), SMEs
share common characteristics that bring out their true features:
-

Low individual contribution to production in the relevant sector
Centralization and personalization of management centering on the owner-manager
Low work specialization
Intuitive or low degree of formal strategy
Simple and informal information system
Simple external information system based on direct contacts
Capacity for rapid innovation to ease market adaptability
Proximity between chiefs and employees
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The contribution by the region’s SMEs to employment remains largely insufficient to the
extent that unemployment and under employment rates continue to be high. Their contribution to
growth is also low, as most of them operate in low value added and unprofitable sectors.
Box 1. General data on SMEs in the countries of North Africa
Algeria
An SMEs is
definedas an
enterprise
employing one
to 250 people
witha turnover
not exceeding 2
billion Dinars or
witha total
annual balance
sheetnot
exceeding 500
million Dinars,
and which
respects the
criteria of
independence2

Egypt
No official
definition is
given.
Several
definitions
are used
depending
on the
department.

Libya
SMEs are
considered
to be
enterprises
employing
less than
50 people
and having
invested
less than 5
million
Libyan
Dinars

Morocco
SMEs are
enterprises that
adhereto the
following
conditions
- managed
and/or
administered
by the owners,
co-owners or
sharehol der s3,
- witha
permanent staff
notexceeding
200 people
- annual
turnover not
exceeding 75
million
Moroccan
Dirhams or
annual balance
sheetnot
exeeding 50
million Dirhams
over the last 2
fiscal years,4

Quantitative
indications
on the
extent of
SMEs

293 946 private
SMEs (2007)

2 576 937
SMEs (2003)

124 738
units (2007)
98.6
percent are
micro
enterprises

91 percentof
manufacturing
enterprises are
SMEs (2007)

Contribution
to
employment

1.06 million
people (2007)

Definition of
SMEs

SMEs
represented
more than 97
percent of
the private
non
agricultural
sector.
2/3rd sof non
agricultural
employment

Contribution
to GDP

80 percent of
value added
in the private
sector

Contribution
to exports

7.5 percent
(2001)

Remark

These figures
includemicro
Enterprises.

They do not
correspond to
the official

2

These
figures
includemicro
enterprises

93.8
percent
(2007)

42 percentof
modern
manufacturing
employment
2007)
29 percentof
value added in
the mode rn
manufacturing
sector (2007)
27 percentof
the modern
manufacturing
sector (2007 )
The figures
given are
limited too the
modern
manufacturing
sector and
includethe
employment
criterion only
(less than 200
wage earners)

Mauritania

Tunisia
Various
definitions
exist

Sudan

SMEs
make up
98.9
percent of
private
sector
enterprises.

In the
manufacturing
sector 90
percent as
small
enterprises
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The region’s human and social development and its fight against gender, generational and territorial
inequalities have all been hampered by weak growth and job creation.
Problems in connection with climate change, especially in water resources, are yet to be addressed
by the region, its populations and enterprises.
The low level of regional integration in North Africa also hinders the development of SMEs and
limits their potential contribution to sustainable development. Enhanced regional integration would
most certainly offer greater opportunities for SME expansion.
SMEs are fragile economic operators, lacking the capacity to cope with major economic shocks.
When they do not federate their resources, their negotiating power becomes limited, making access
to financing and technology transfer difficult . In increasingly globalized economies, SMEs are easy
targets of economic upheavals. Without accompanying measures, such changes could put into question the existence of these enterprises and negatively affect growth and employment of countries.
Aware of these challenges, governments in North Africa have set up institutions specially dedicated
to SMEs, and are instituting policies to upgrade these enterprises. Non-governmental organizations
(NGOs), bilateral and multilateral cooperation agencies and United Nations organizations all support
the process. The work of the North Africa Office of the United Nations Economic Commission for
Africa highlights the strategic significance of SMEs in the region’s economies and the need to strengthen the efforts deployed by public authorities to promote SMEs. Aspects as varied as the mobility
of capital, sustainable development, trade, job creation, the situation of economic structures, migration, and female entrepreneurship are all illustrative of this fact. Additional information and analyses
are needed for follow-up and the formulation of effective policies for the promotion of SMEs. It is
in this context that the North Africa Office decided make 2008 he year for small and medium enterprises.
This publication deals with the challenges and opportunities offered by SMEs in North Africa. It also
proposes, in light of the public policies practiced in the region’s countries, a series of policy recommendations designed to strengthen the capacities of SMEs as players in sustainable development.
The first chapter states the major contributions of SMEs to sustainable development be it from the
theoretical standpoint or in terms of international and North African experience.
The second chapter develops the discussion on sectoral opportunities and possible captive markets
for SMEs. It further explores promising sectors for SME development and discusses the opportunities offered by demographic change, adaptation to climate change, renewed interest in the rural
world, globalization and regional integration.
The third chapter analyses government policy on the region’s SMEs as well as obstacles to their
administrative, legal, fiscal, financial, human and technological development.
The fourth and last chapter deals with the major policy areas and recommendations proposed and discussed by the experts with regard to the various dimensions likely to reinforce the role of SMEs as
actors in sustainable development in the region.
3
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Chapter I
SMEs and Sustainable Development
Sustainable development is one that meets the needs of the present without compromising the ability
of future generations to meet their own needs. This requires full, integration of itseconomic, social
and environmental dimensions. Given the interconnectivity of these three dimensions and their more
or less sustainable nature, their potential contradictions must be limited, making them compatible and
compatible and self-sustaining. In other words, a sustainable compromise must be found among the
three dimensions. societies toward viable compromises among the three dimensions in question.
Sustainable development implies commitment of all relevant stakeholders in the public and private
sectors, among consumers and in civil society. Given their economic and social significance, SMEs
must play a leading role in sustainable development. On the one hand, they contribute substantially
to the local production fabric, to wealth creation as well as to the creation and maintaining of jobs
(1.1.). On the other hand, they are flexible, responsive, provide access to traditional and current
knowledge, specialization and innovation, proximity to consumers and local markets, and relations
with major enterprises. They also offer great opportunities for rural development and integration into
the global and regional integration.
1. SMEs contribute greatly to wealth and job creation
SMEs contribute significantly to economic growth, employment and local development. Their contribution is commensurate with the level of economic development and diversification of their
respective countries.
1.1. Substantial economic and social contribution by SMEs
Across the world SMEs represent the overwhelming majority of enterprises substantially contributing to wealth and job creation in countries. According to OECD data, SMEs are the dominant company type, accounting for 95 percent to 99 percent percent worldwide. Within an expanded Europe,
99.8 percent of enterprises are SMEs (under 250 workers). In countries like Italy, for instance, over
99 percent of companies are SMEs. In most OECD countries, 95 percent of manufacturing companies are small (under 50 workers). The United States SMEs account for only 80 percent of manufacturing firms.5 In Asia, SMEs account for over 99 percent percent of companies in Japan, South Korea
and China6. In Latin America SMEs generally constitute more than 90 percent of enterprises but with
great variations among the countries7.

5 - OECD, 2005, OCDE Perspective on SMEs and entrepreneurship in 2005, OECD Editions Paris.
6 - UNCTAD, 2003, Improvement of competitiveness of SMEs by strengthening of productive capacities. UNCTAD secretariat report , Geneva.
7 - If SMEs constitute more than 99 percent of enterprises in countries such as Brazil, Chili and Peru, this proportion is of only 92.1 percent in
Colombia and 93.2 percent in Venezuela (UNCTAD, 2003, op. cit.).
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SMEs have a substantial share in wealth creation. In several OECD countries, they account for more
than one-half of value added in manufacturing output. In the 25 countries of the E.U. (prior the recent
enlargement), SMEs accounted for more than 57 percent of valued added8. Even though they operate in most economic sectors, their presence is more prevalent in the service industry, mostly in the
form of micro and small enterprises.
In many countries, SMEs also provide a large and growing share of employment. The 23 million
SMEs in the 25 European Union countries of employ 66 percent of the private sector workforce. At
the same time, they play an important role in the creation of new jobs, sometimes greater than that
of large enterprises.
SMEs also play a significant role in investment and exports. The globalization of SMEs is becoming
one of the principal vectors of competitiveness in modern economies, through trade, strategic
alliances, mergers and acquisitions, the cross-border inter enterprise network, and integration into the
international chains. SMEs are possibly account for 25 to 35 percentpercent of manufactured exports
worldwide. In Japan, SMEs (under 300 workers) accounted for nearly one-half of manufactured
exports in the 1990s. Almost 20 percent percent of industrial SMEs of OECD countries attribute 10
and 40 percentpercent of their turnover from cross-border activities9.
Data for developing countries, especially in Africa, are incomplete and unreliable. The weakness of
the statistical system and the predominance of the informal economy make it difficult to fathom the
idea behind SMEs and formulate and monitor specific policies for them.
According to UNCTAD (2003), SMEs represents more than 90 percent of formal sector enterprises
and 16 percentto 33 percent percent of the working population in Africa10. According to African
Development Bank experts, 70 percent to 80 percent percent of SMEs in Africa are micro or very
small enterprises, while only 5 to 15 percent are medium-sized enterprises percent percent11. The
contribution of SMEs to the Gross Domestic Product (GDP) is estimated to be less the 10 percent
percent in most African counties, i.e. less than the average for low-income countries (16 percent). On
the other hand, the informal sector represents the lion’s share in terms of GDP and employment.
North Africa lacks sufficient data to assess SME contribution to GDP, employment, investment and
exports. Nevertheless, some data give useful indications varying in accuracy, depending on the country
and the dimension taken into consideration. Generally, and like everywhere else in the world, North
African SMEs form the bulk of the industrial fabric and provide many jobs and high value added.
In Algeria, the private SME fabric12 has constantly grown since the 1990s. The number of SMEs grew
from about 104,000 in 1992 to almost 293 946 private SMEs in 2007. These SMEs employ 1.06 million people (593,000 in 2004), i.e. an average of 3.64 jobs per SME (compared to 2.6 in 2004). In
8 - OECD (2005, op. cit.).
9 - OECD (2005, op. cit.). l
10 - UNCTAD (2003, op. cit.).
11- Mokaddem L., 2008, “Historic and Current Perspectives on SMEs Development and Finance in Africa”, African Development Bank, Tunis.
12 - There are also public SMEs totaling 666 in 2007.
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addition, the cottage industry had 116,347 plants in 2007 (including 115,508 individual artisans). The
per sector breakdown of private SMEs demonstrates the predominance of the services sector (46 percent) and building and public works (34 percent), followed by industry (18.5 percent), while agriculture and fishing represent only a small portion (1.2 percent)13.
Most enterprises in Egypt are very small. According to a census conducted in 1996 on different establishments (CAPMAS Establishment Census of 1996), there were 1,641,791 micro, small and medium
enterprises (MSME), , i.e. 99,7 percent percent of the total number of non-agricultural establishments. Micro enterprises (one to four employees) represent the overwhelming majority with a share
of 93.7 percent percent, followed by small enterprises (five to nine employees) with 5.7 percentpercent. The great majority of micro, small and medium enterprises (MSME) operate in trade and services (81.6 percent percent), while industry accounts for only 16.9 percent percent of total activities.
The International Finance Corporation conducted projections on the number of enterprises in Egypt.
Based on the census of businesses conducted in 1999 by the Central Agency for Public Mobilization
and Statistics (CAPMAS) (), the number of enterprises in 2003 was 2,576,937. 93.5 percent percent
of these are micro enterprises (one to four employees), 4.97 percent percent very small enterprises
(five to nine employees), and 1.56 percentpercent small and medium enterprises (10 to 200
employees)14.
The study conducted in 2003-2004 by the Economic Research Forum (ERF) (), on the basis of a
representative sampling of Egyptian micro and small-sized enterprises, shows that more than 90 percent percent of them employ fewer than four employees (42.6 percent have only one), and that the
great majority work in commerce (61.8 percent) and the service industry (19.5 percent), with the
remainder in industry (17.7 percent). However, this study shows at the same time that recently established micro and small enterprises tend to hire more people than those already established. It also
demonstrates that 6 percent of micro and small enterprises are held or managed by women, and are
generally smaller in size than those held and managed by men and more geared toward commercial
activities15.
According to some estimates, micro, small and medium enterprises contribute by 80 percent to value
added in the private sector and employ two-thirds of the non agricultural workforce16. With regard to
the contribution of MSMEs to external trade, the 2001 economic census shows that they account for
only 7.5 percent of the country’s exports17.

13 - Ministry of Small and Medium-size enterprises and craftsmen, 2007, Economic Information Bulletin n° 12: Indicators for 2007, Algiers
(www.pmeart-dz.org).
14 - IFC, SMEs Landscape in Egypt, 2004.
15 - Economic Research Forum, 2005, Profile of Micro and Small Enterprises in Egypt, Cairo, 2005.
16 - Al-Asrag H., 2006, “Enhancing Competitiveness for SMEs in The Arab Countries”, MPRA, Munich.
17 - Ministry of Finance (Egypt), 2005, Profile of M/SMEs in Egypt - Update Report, Cairo.

7

SMEs actors for Sustainable Development in North Africa

Lastly, Egypt’s agricultural sector is mostly made up of small holdings.. Indeed, according to some
estimates, about 90 percent of farms are less than two hectares in size18.
Libya, where oil accounted for 74.1 percent of GDP in 2006, has an economy that is not diversified
and not very open to the private sector19. While it is true that, for some years now, diversification has
been a part of government programme and the private sector one of its vectors, the fabric of SMEs
is only just budding.
The private economic fabric in Libya remains largely dominated by microenterprises, merchants and
artisans. Almost 98.6 percent of Libyan enterprises are individual the (fardi), family (usari) or cooperative (tasharuki) type, while the rest are joint ventures (musahama)20. In addition, a study conducted in 2003 shows that barely one-third of the enterprises registered declared their income statement
in that year, suggesting that many of them are not actually in operation. The same study shows that
the potential growth of the private sector depends on SMEs, especially considering that several fields
of activity and opportunity are under-developed, particularly in the service industry21.
The General Information Authority shows that the number of SMEs in 2007 accounted for 124, 738
units, primarily in commerce (72.9 percent), followed by services (13.1 percent) and industry (13.1
percent). These enterprises employ some 1,146,543 people, primarily in commerce and services
(95.4 percent). By way of comparison, all the 1,716 major State-owned enterprises, operate primarily in industry (62.6 percent), construction (22.2 percent) and the hotel business (15.2 percent), and
employ 76,432 people. This means that small-sized enterprises employ 93.8 percent of the total number of salaried employees.
In Morocco, the most reliable data on SMEs is limited to the official manufacturing sector. A recent
study conducted by the Ministry of Finance (2007) on growth in the SME manufacturing sector
(which employs less than 200 wage earners) from 1986 to 2004 shows that SMEs account for more
than 91 percent of official manufacturing enterprises. However, they represent only 47 percent of
turnover, 42 percent of jobs, 29 percent of value added, 36 percent of investments and 27 percent of
exports. Manufacturing output is highly concentrated in the hands of large enterprises and even
though it represents 8 percent of all companies, it accounts for two-thirds of total turnover22.
A comparison of current trends in the two types of enterprise shows that although output and exports
have developed in identical proportions, investments by SMEs moved ahead more quickly than those
of larger enterprises (10 percent to 7 percent on annual average).
More than 75 percent of output is concentrated in the agri-food industry and the chemical and semichemical sector,\ while exports are concentrated in the textile and leather industries (46 percent) and
18 - Seyam G. M., El-Bilassi A. O., 1995, “Land tenure structure in Egyptian agriculture: Changes and impacts”, Options mediterraneennes, n° 9,
series B, p.51-64.
19 - OECD and African Development Bank, 2008, Economic outlook in Africa 2007-2008, OECE Editions, Paris.
20 - World Bank, 2006, Socialist People’s Libyan Arab Jamahiriya Country Economic Report, Report n° 30295-LY, Washington.
21 - See World Bank (2006, op. cit.).
22 - Ministry of Finance and Privatization (Morocco), 2007, Comparative study of Small and Medium-size Industry and Large Industry in Morocco,
Directorate of financial studies and forecasting, Rabat.
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in the agri-food industry (40 percent). Almost three-quarters of the said SMEs (72 percent) are small
enterprises (with fewer than de 50 wage earners) contributing to barely 13 percent of output, 9 percent of value added, and 7 percent of exports. In the case of large-sized enterprises , it is the chemical, electrical and electronic industries that export the most.
A comparison between SMEs and large enterprises also shows that SMEs are twice less productive
than large enterprises, but with more job in flows, indicating that the rate of gross and net job creation increases as the size of the enterprise decreases.
A 2000 study by the Ministry of Finance on all SMEs, states that they account for 98 percent of the
overall national productive fabric. Except for electricity, gas and water production and distribution,
SMEs make up more than 90 percent of enterprises operating in different branches of activity. They
also contribute to 21 percent of global value added23. Broken down by sector, SMEs are mostly present in trading and repair activities (30 percent), in real estate and services to enterprises (22 percent),
and in manufacturing industries (15 percent). In terms of contribution to value added, industrial
SMEs, in spite of their small number and significance, make the greatest contribution (37 percent),
i.e. more than trading and repair activities (19 percent) and real estate and service to enterprises (13
percent).
The agricultural sector is also marked by a high presence of small farms. According to official statistics, more than one-half of farms (53 percent) have a total acreage of less than three hectares24.
In Mauritania, since independence, the economy has been dominated by large State-owned enterprises considered to be the main vectors of development. It wasn’t until the middle of the 1980s that the
idea emerged of the importance of private initiatives for economic development and growth, which
explains the different structural reforms and other measures taken to liberalize the economy and provide encouragement to the private sector. The role played by the private sector has grown steadily
since 2001. The Poverty Reduction Strategy Paper strategic features it prominently as a growth factor as well as a means for diversifying the economy and alleviating poverty.
The new PRSP for 2006-2010 confirms this orientation and underscores the importance of developing SMEs to play a major role in accelerating the economic growth required for poverty alleviation
and growth for the poor, through the development of productive activities accessible to the poor and
adapted to relevant areas of concentration.
Today, the productive fabric has a dual structure with a relatively modern sector of large and medium sized enterprises (more than 100 employees) that are official and structured, and micro and small
enterprises that are not regulated and operate in the most accessible and competitive sectors of the
economy. These micro and small enterprises by far constitute the majority of enterprises in the country.

23 - Ministry of Finances and Privatization (Morocco), 2000, “ SMEs in Morocco: shedding light and proposals “, working document of general economic policy directorate, Rabat.
24 - Ministry of Agriculture, Rural Development and Fishing (Morocco), www.madrpm.gov.ma
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In Mauritania, where the rural population still accounts for 59 percent of the total, the share of agriculture has drastically fallen over the past few years dropping from 33.4 percent in 1997 to some 12.5
percent in 200725. The irrigated agricultural sector is primarily made up of medium-sized mechanized
farms of 40 ha, about 75 percent of which is irrigated. The smallholder farmers, farm on small 0.5ha plots on average . The non-irrigated sector is limited to small family-run farms providing subsistence agriculture with low yields.
In the Sudan, data on SMEs are almost non existent. The country, which has immense wealth in natural resources (oil, gas, and mines) is still hard hit by internal conflict. However, over the past few
years, it has shown sustained growth because of the oil boom, with an annual average of 7 percent
from 2000 to 2006 (10 percent in 2007)26. Agriculture continues to represent a substantial portion of
GDP (one-third) albeit to a lesser degree, compared to previous years (42 percent in 2000).
With regard to SMEs, the little information available suggests that small enterprises represent more
than 90 percent of the manufacturing sector. For the majority of households, small farmers manage
to meet two-thirds of their needs. From a historical standpoint, the governmental has always given
priority to large enterprises. Awareness of the economic and social importance of SMEs should lead
to a new policy orientation, with the creation of an environment and conditions that are more favorable to expansion in both rural and urban settings.
In Tunisia, if the definition of SMEs is to be limited to the sole criterion of the number of employees
(less than 200), SMEs (including micro enterprises) would make up 98.9 percentpercent of enterprises in the private sector. It is the very small enterprises (from one to five workers) that predominate with 77.5 percent, followed by small enterprises (17.93 percent), medium enterprises representing only 3.52 percent of the total number (World Bank, 2000). Micro and small enterprises mostly
operate n commerce and repairs and the restaurant business, while medium enterprises operate in the
textile and garment and building industries. Large industries mainly deal in textiles and garments and
hospitality. Generally, Tunisian SMEs concentrate activities in traditional sectors directed toward the
domestic market and are characterized by unstable jobs requiring few qualifications and paying low
wages (World Bank, 2004, vol. 1).
A key feature of Tunisian SMEs is job creation and redundancies. CNSS data reveal that 93 percent
of the enterprises established or wound up in 1994-2000 employed fewer than 10 people.
The survey on the structure of farms 2004-200527 made it possible to identify the principal characteristics of Tunisian farms. In 2004, there were some 516,000 farms compared to 471,000 in 1994,. a
9.5 percent increase percent in ten years. More than half of farms (54 percent) were less than 5 ha
(41 percent in 1961) and accounted for 11 percent of agricultural land, and 75 percent of the farms
were less than 10 ha, representing 25 percent of agricultural land. On the other hand, farms larger
than 50 ha represent only 3 percent of the total number and represent 34 percent of agricultural land.
Fragmentation of farms in Tunisia continues to grow under the dual effect of inheritance and popu-

25 - World Bank, Mauritania at a Glance (www.worldbank.org).
26 - World Bank, 2008a, Interim Strategy Note for the Republic of the Sudan, Report n° 43036-SD, Washington.
27- Ministry of Agriculture and Hydraulic Resources, 2006, Study on farm structures 2004-2005, Tunis (http://www.onagri.nat.tn/).
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lation growth. From the early 1960s to 1995, the number of farms grew from 325,000 in 1962 to
470,000 in 1995 and 516,000 in 2005 which led to a drop in the average surface area from 16 ha to
10.3 ha. In 2005, half of the total number of farms (about 250,000) were less than 5 hectares in size.
. This situation is similar to that of Morocco and Egypt. The fragmentation of farms undermines the
profitability of the sector and limits productivity, especially in arid or semi-arid areas. Today, agriculture accounts for only 11 percent of GDP (2007).
1.2. The significance of SMEs grows in conjunction with development and diversification
Comparative studies on SMEs worldwide show that the significance of SMEs for wealth and job
creation increases is commensurate with the levels of development28 (see figure 1). There is a strong
positive correlation between the contribution of SMEs to employment and GDP and per capita
income of the country. The development of SMEs is thus an indicator of development..
Figure 1. Contribution of SMEs to jobs and GDP
according to the per country income levels

Source: Ayyagari et al. (2003)

SMEs contribute to the sustainable development of countries by helping in their gradual transition
from the informal to the formal sector. Even though the informal sector accounts for almost one half
of GDP in low-income countries, it is nearly 40 percent percent in medium-income countries, and
under 15 percent percent in high-income countries. Considering that the jobs on offer in the informal
sector are often not as decent as those of the formal sector, SMEs have a key role to play in sustainable development, especially as that the non-official sector pays less attention to the negative effects
on the environment.

28 - Ayyagari M., Beck T., Demirgüç-Kunt A., 2003, “Small and Medium Enterprises across the Globe: A New Database”, World Bank Policy Research
Working Paper, n° 3127.
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Figure 2. Share of different types of activity in GDP according to level of
development of the different countries

Source: Ayyagari et al. (2003)29

In addition, in low income countries, there is a strong disconnect between the share of SMEs in GDP
and employment. This is because demographics and the dynamism of SMEs are linked to the diversification of economies30. In countries heavily dependent on a few commodities, as is the case in
many African countries, SMEs can hardly thrive, as opposed to in the highly diversified OECD economies for instance.
In this regard, the countries of North Africa find themselves at relatively low levels of economic
diversification, even though substantial gaps exist between the different countries, in particular those
benefiting from abundant natural resources (oil, mines) and the others.
Generally, the countries of the region have experienced positive development in diversification that
nevertheless remains relatively weak. In the early 1980s the level of diversification was low in the
majority of the countries of North Africa, especially in Algeria and Libya both essentially oil exporting countries. Morocco and Tunisia, which lack these resources, had to adopt their import substitution strategies and policies for the promotion of exports which contributed to greater diversification
of their respective productive fabrics.
Although Algeria managed to diversify its economy somewhat, its productive fabric remains largely
concentrated on oil, as opposed to Morocco and Tunisia, with relatively higher levels of diversification, well above the Africa average and equivalent to in the Asian average (see table 1). Egypt’s pro-

29 - Ibid.
30 - OECD-BAD, 2005, Economic Outlook in Africa 2004-2005, OECD. The OECD-ADB report also indicates the role of political stability and stability of financial sector.
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file is special as diversification appears to fluctuate, probably due to the fact the economy tends to
concentrate on a limited number of activities in these times of crisis, particularly tourism. Sudan for
its part, did manage over previous decades to maintain a certain pace of diversification around the
average for Africa, but faltered greatly in the last decade, owing to the decline in oil prices.
Table 1. Diversification Index (standardized Herfindhal-Hirschman)
in North Africa

Source: H. Ben Hammouda, N. Oulmane and M. Sadni-Jallab, 2006, “From spontaneous to organized
diversification: what policies are needed to diversify the economies of North Africa?”, ECA, Addis Ababa.

The effect of the diversification process, however, is limited and has even begun to run out of steam
in most of the countries. This is because these countries actually opted for the spontaneous model
that led private enterprises to focus on unprofitable products and market sectors, i.e. traditional and
labour-intensive products31.
This model started to experience difficulties in the late 1990s for a variety of reasons such as the
absence of government strategies designed to guide the diversification process (financing, research,
access to external markets), crumbling of the competitive advantages offered by the countries of
North Africa in terms of cost and labor (social changes, liberalization of international trade). For this
reason, in spite of the relative improvement in diversification indices, the region’s economies became
increasingly marginalized from the standpoint of international trade32.
Proactive and targeted national economic diversification and export strategies will be key to the
development of the countries of the sub-region. Because of the assets and advantages they offer,
SMEs can vectors of organized diversification, thereby strengthening their role as major players in
sustainable development. The countries of North Africa have all become aware of the significance of
this, and some have already developed appropriate strategies, notwithstanding the unspecified status
of SMEs in these countries.
This rapid overview of the significance of SMEs in the countries of the region shows that they represent the great majority of private enterprises, that they contribute substantially to the creation of
wealth and employment, but are inadequately diversified. Compared to more developed and diversified economies, their potential for progress nevertheless remains largely underestimated in terms of
employment, investment, output and exports.

31 - Ben Hammouda, Oulmane and Sadni-Jallab, 2006, “From spontaneous diversification to organized diversification: what policies for diversifying
the economies of North Africa? ECA, Addis Ababa.
32 - Ibid.
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2. SMEs possess definite assets and potentialities
Both historical experience across the world and economic theory show that small and medium enterprises, as sustainable development stakeholders, offer several valuable assets constituting their
strength and clear-cut advantages.
2.1. Valuable assets in terms of flexibility and reactivity
The size of SMEs allows them to take decisions and act rapidly, making them dynamic.
Flexibility, which is an expression of the ability to adapt to changes in the economic and technological environment, is shored up by the internal cohesion that more often than not characterizes SMEs
because of the low number of employees that fosters their full implication33. Very short decisionmaking channels and the flexibility in work organization, for example, multi tasking practices, are
other reasons why SMEs are able to adapt to a variety of situations, including in times of crisis.
SMEs are flexible also because of their informal internal channels of communication and less
bureaucratic organizational structures34. A last factor to be pointed out is the greater ability of SMEs
ito change products or even sectors, according to the opportunities and developments in markets and
in technology.
2.2. Favorable assets offered by traditional and modern knowledge
There is increasing consensus on the crucial role of knowledge and knowhow in human and sustainable development. Everywhere many SMEs are the custodians of traditional knowledge inherited
from previous generations that they develop in the form of new projects. In many regions of the
world, small enterprises, because of their proximity to the local culture and population, are repositories of the traditional collective knowledge essential to sustainable development.
Traditional knowledge is the result of long incremental learning acquired by the local population in
their search for concrete solutions adapted to their needs, while taking into account the constraints
and requirements of their local environment. Such knowledge is in diverse areas like agriculture, cottage industry, textiles, the environment and traditional medicine. It may may be in the form of knowhow, skills, production methods, or goods produced, etc. and are conveyed by various means from
oral tradition (stories, proverbs, songs, etc.) to operating methods (irrigation systems, housing, etc.)
or objects (food, traditional medicine, etc.).
In North Africa, SMEs are vectors for the conservation of know-how, and trade relations, sometimes
ancestral.Several SMEs date from way back, allowing the transfer from generation to generation of
traditional knowledge and practices such as those in connection with craftsmanship and textiles. En

33 - Dodgson, M. (2000), The Management of Technological Innovation, Oxford, Oxford University Press.
34 - Dodgson, M. (2000, op. cit.); Vossen, R. W. (1998), “Relative Strengths and Weaknesses of Small Firms in Innovation”, International Small
Business Journal, vol. 16, nº 3, p. 88-94.
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Afrique du Nord, les PME sont les vecteurs de maintien de savoirs faire et de relations commerciales
parfois ancestrales. En effet, plusieurs PME sont de création ancienne, permettant le transfert de
génération en génération de savoirs et pratiques traditionnels, comme ceux liés à l’artisanat et au textile.
Small enterprises contribute the dissemination of such knowledge and the development and transformation thereof. In this way they can enhance the value of home grown products, medicinal plants,
types of habitat, and traditional forms of dress. They can also turn these items into an object of
attraction for cultural and rural tourism (local and international), for example through association
with tourist or consumption circuits. In so doing, SMEs contribute to the conservation and status of
local knowledge and consequently to local sustainable development. Les petites entreprises contribuent à la diffusion de ces savoirs, comme elles peuvent contribuer à leur évolution et transformation. Ainsi, elles peuvent valoriser des produits du terroir, des plantes médicinales, des formes
d’habitat, des formes vestimentaires traditionnelles. Elles peuvent aussi faire de ces savoirs un objet
d’attraction pour le tourisme culturel et rural (local et international), par exemple en les associant à
des circuits touristiques ou à des consommations. Ce faisant, les PME contribuent au maintien et à
l’évolution de ces savoirs locaux et, par conséquent, au développement local durable.
However, knowledge which is one of the principal engines of growth and development is not restricted traditional knowledge alone. Knowledge connected to science and modern technology is of equal
importance. There again, SMEs offer substantial assets to the extent in which the said new technologies and types of knowledge a priori do not favor large size enterprises nor do they require disproportionate and difficult to access financing for SMEs. Indeed, as modernization and the transition of
techniques in many sectors restrict the stature of economies of scale at the microeconomic level , the
potential for expansion of SMEs becomes all the greater.
For this reason, today young entrepreneurs are investing at the world level in leading sectors such as
computer technology or nanotechnology including in North African countries. The leading input of
these enterprises resides in the priority given to high level managerial and scientific competencies.
Because of the primordial role that can be played by new generation SMEs in the sustainable development of their country, the different States should work to give impetus to their growth via suitable
research and development policies, incubation, incentive-building, and cooperation with the national human competencies residing abroad.
2.3. Valuable assets in terms of specialization and innovation
SMEs offer substantial assets in terms of specialization and innovation. Increasingly, the productivity and competitiveness of enterprises depends on their degree of specialization and capacity for
innovation. Several market sectors and promising niches require particularly specific specialization
and trades highly specialized in clearly defined activities. SMEs have substantial potential in this
respect. The examples of Silicon Valley and South East Asia demonstrate that SMEs are sometimes
the most innovative and highly performing enterprises. The example of new technology SMEs shows
much the same.
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North African SMEs are particularly concerned by this dimension as is illustrated by the example of
the textile and garment industry. This sector concerns a large number of SMEs in the region, employs
tens of thousands of people, and is under the threat of Chinese competition, especially since the end
of the multi-fiber agreement and the membership of China, the world’s leading garment exporter35.
But it will not be possible to continue competing with Chinese enterprises on the basis of competitiveness founded on labor costs as the gaps between the two regions remain enormous. The only way
to confront this situation is to be based on competitiveness apart from costs, and therefore to specialize and innovate in promising activities and sectors while applying strategies of quality, cooperation
and differentiation36. The said specializations and strategies are linked to model design, to small
series for current fashions, quality; and differentiation (creation of new product ranges and brands),
and the use of new materials (technical fabrics), etc. It also means making the transition from a logic
of simple sub-contracting to one of co-contracting which is more viable and advantageous, with the
production of collections of finished products of high value added from the design to the final production stage.
Currently, innovation is broadly recognized as an engine of economic growth and development.
Whether dealing with processes, products, organization or marketing, it leads to improvement of productivity and competitiveness and therefore allows the creation of new sources of wealth and betterment in the living conditions of the relevant populations.
Since Schumpeter, innovation is often equated with large size37, small enterprises being disadvantaged by overly weak human and financial resources with regard to the costs and risks linked to innovation, to which are added other handicaps in connection with economies of scale for R&D and output.
However, research does tend to demonstrate that SMEs can be higher performing with regard to
innovation compared to large size enterprises38. In spite of the limited financial resources of SMEs,
innovation constitutes the leading factor to their success and growth in terms of turnover and employment.
Other research gives evidence to the detrimental role played by strategic management in the innovation processes of SMEs allowing them make strategic choices in connection with diversification,
globalization and types of link to establish with other enterprises (of identical or different size)39.
The globalization of SMEs is also deemed to constitute a factor in support of innovation as it
becomes an important element of competitiveness in a context of international competition. By seeking to take advantage of opportunities offered by multilateral, bilateral and regional agreements
signed by the different countries, SMEs can base themselves on innovation and proceed to expand it,
35 - Ben Hammouda H., Ben Soltane K., Oulmane N., Karingi S., Sadni-Jallab M., Gueye A., Ouaqouaq A., 2005, “How to should the North African
textile sector by saved?”, Work on-going n° 17, African Center for commercial policies, ECA, Addis Ababa.
36 - Fouquin M. et al., 2002, “Globalization and regionalization: the case of textile and garment industry “, CEPII, working document n° 2002-8.
37 This refers more precisely to the second thesis by Schumpeter, having in a first thesis defending better capacities of small size enterprise to innovate.
38 - Love, J.H., Ashcroft, B. (1999), “Market versus corporate structure in plant-level innovation performance”, Small Business Economics, 13 (2), p.
97-109.
39 - Bencheik N., Landry R., Nabil A., 2006, “Strategic factors affecting technological innovation in manufacturing SMEs, Canadian Journal of
Administrative Sciences.
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even if much remains to be done to foster such behavior among SMEs. Hence, strengthening of
regional integration in North Africa can positively contribute to innovation in the SMEs of the region
and disseminate the benefits to all of the region’s enterprises and consumers.
The valuable assets of SMEs in this respect are attributable to their flexibility40, especially with
regard to incremental innovations and when the economies of scale loose their importance41. The
flexibility of SMEs can lead to shorter periods of reactivity with regard to change, thanks to internal
cohesion facilitated by the limited number of employees and rapid decision-making process42.
Here again, the public authorities and relevant specialized agencies play a fundamental role whether
for developing conditions encouraging R&D and innovation (education, funding of research, connection between universities and enterprises, incubation, incubators, etc.), to encourage innovation by
and to the benefit of SMEs, or to support innovative SMEs. The policies practiced in OECD countries whether with regard to Asia, Europe or North America show to what extent these issues lie at
the heart of public concerns in a context of the knowledge economy and globalization43.
2.4. Valuable Assets of SMEs as suppliers to large size enterprises
SMEs also offer non negligible assets to be put into play with regard to large size enterprises. Often
it is small and medium enterprises that supply the goods and services large size enterprises need.
They constitute an important component in structure-building and the activity of large size enterprises to which they are suppliers, sub-contractors or co-contractors.
Thanks to their knowledge of the localities, products and local pools of employment, SMEs offer
genuine advantages enabling them to gain positions on the markets constituted by large size enterprises and respond to the specific needs thereof.
In the countries of the region, SMEs are often linked to large national and international enterprises.
But this holds true only with regard to well-structured SMEs. Due to the low degree of structuring
and organization, he micro and small enterprises constituting the major share of SMEs, are generally excluded from this type of relation and contracts often requiring quality production and adherence
to a certain number of standards with respect to output, organization and delivery. Further, an increasingly large number of organizations committed to the process of sustainable development and social
responsibility require sub-contractors to respect environmental and social standards that SMEs in the
region are relatively few to adopt.

40 Georgsdottir A., Lubart T., Getz I. (2003), “The Role of Flexibility in Innovation”, in Shavinina L. V. (ed.), The International Handbook on
Innovation, Oxford, Elsevier Science, p. 180-190.
41 - Vossen (1998, op. cit.).
42 - Dodgson (2000, op. cit.)
43 OECD, 2004, Promoting entrepreneurship and innovative SMEs in a globalized economy, OECE Editions, Paris.
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2.5. Proximity to consumers and local markets
SMEs also offer another asset pursuant to access to consumers and local markets. Their proximity to
the local population leads to more thorough knowledge of living styles enabling them to better meet
specific needs in goods and services, in addition to methods of financing and marketing.
SMEs have woven commercial networks making it possible to distribute in the most isolated regions
of the country, products crucial to the well being of the populations. Through their proximity and
good knowledge of the immediate social environment, small businesses play a leading role. They
enable low-income households to proceed to retail purchasing in small amounts of products usually
available wholesale and only in large volumes. Furthermore, in several countries they play the role
of financial intermediaries by accepting purchase on credit.
This better knowledge can also provide the non negligible advantage of partnerships with the public
sector or large size national and foreign enterprises. For example, several public services including
those linked to access to water and electricity can be managed by small enterprises.
2.6. Valuable Assets in Globalization
SMEs can constitute substantial levers for the promotion of trade and the conquest of new international markets. In OECD countries SMEs rates of growth in exports are higher than large size enterprises. This is attributable to their greater degree of flexibility and ability of penetrating global value
chains and their capacity to work in highly promising sectors such as those linked to new information and communications technologies.
The multilateral and bilateral agreements signed by the countries of North Africa offer many opportunities provided they meet the requirements of international markets, world value chains and international originators. In spite of the existence of a few success stories regarding North African SMEs
having successfully proceeded to globalization, in particular in the service industry, the great majority suffer form structure poorly adapted to the discipline of globalization whether in terms of sectorial choices, production and organization models, human resource management models, and marketing models.
2.7. Valuable Assets in Regional Integration
SMEs can also constitute important levers of regional integration to the extent in which the assets
they have to offer in terms of flexibility, culture and languages common to the region confer thereto
certain unquestionable advantages. SMEs have developed relations between the countries of the
regions that have been maintained and are progressing in many different sectors. When governments
decide to strengthen trade between the countries of the region, SMEs often act a vector to foreign
trade thanks to the cross-border relations built up over long periods.
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The potential regional integration and its positive impact on growth and employment remain nevertheless largely under exploited (see chapter 2). Once the potential for intra regional trade occurs, in
the countries of the region this could turn out to be a formidable engine for the creation and expansion of SMEs lending them greater on other international markets.
2.8. Valuable Assets for Development of the Rural World
In the majority of African countries, the rural world still constitutes the leading component of demography, employment and economic activity. The countries of North Africa over the past few decades
have all seen urban growth and some, such as Algeria, Libya, Morocco and Tunisia, have already
reached an advanced threshold of urban transition with more than one half of the population established in cities. However, the rural world continues to accommodate a very large portion of the populations of the region’s countries, i.e. some 70 million people (2007) which means that in spite of the
rural exodus, the rural population saw its absolute numbers grow over time thereby contributing
extensive pressure on natural resources and the labor market.
North Africa is the region of Africa where agriculture accounts for the lowest share in the structure
of GDP (15.1 percent in 2004), with the exception of southern Africa (7.8 percent). In comparison
this share is of 33 percent in West Africa and 27.3 percent in Central Africa. As in other regions of
Africa agriculture has been strongly hit by climatic hazards and the effects of drought making output extremely volatile giving rise to problems relevant to the supply of strategic foodstuffs along with
all that implies with regard to negative consequences on the rest of the economy, on growth, on
income and jobs, as well as on the trade balance deficit.
Table 2. North Africa Rural Population in 2007

Source: reconstitution by the authors on the UNFPA (2007) and OECD-ADB (2008)
* including fishing and forestry
** Data based in the WDI of the World Bank.

With the continuous pressure on world demand for basic foodstuffs and rising prices for food products worldwide, the countries of the region are cognizant of the strategic importance of the rural
world and the agricultural sector. Rural development is again attracting attention. The focal point
still remains the development of infrastructures and upgrading of farms and enterprises in rural areas.
In this respect it is useful to distinguish three types of farm: large farms, small and medium size farms
and micro farms. These different types of farm have rather contrasting economic and social profiles.
The former is generally geared to export and often enjoy special status benefiting from the best agricultural land, irrigation, higher productivity fairly advanced mechanization, and access to external
markets, etc.
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The numerous small and medium size farms are more or less economically viable and much less capitalistic than the latter and often depend on non-salaried labor (family help). They are relatively heterogeneous with regard to the method of management and production, as well in their orientation
directed to consumer markets or agri-business. They remain somewhat vulnerable to climate change,
to market hazards, to low productivity, to techniques, and technical and managerial supervision. Only
a part of them are able to join together good management, targeting of certain promising market sectors and boast high performance and good competitiveness.
Micro farms are structures akin to food crops, not very viable economically, showing low productivity, and high level of under employment.
Small and medium size farms (SMFs) are therefore those calling for the most attention in terms of
help and support. They are the entities offering the greatest potential for transformation, employment
and productivity. Due to their flexibility, they are the ones that can also diversify production and
weave flexible links with the agri-food industry. They are also the ones that can best position themselves on market sectors with a future such as those linked to bio crops and products from the local soil.
Well beyond agricultural activities, SMEs can play an important role in rural areas. We have already
spoken about agri-industrial activities, tourism and services. Also to be mentioned, given the major
social and infrastructure deficits existing in the countries of the region, is the fact that SMEs can help
provide alleviation either in the framework of partnerships with the public sector or large size enterprises or with local and international NGOs active in these areas.
Public sector programs for electrification, infrastructure, and drinking water can have multiplying
effects beneficial to SMEs, especially if the relevant government contracts explicitly designate a definite portion reserved to that effect. SMEs can act in the areas of work as well as the related management services (maintenance, management, etc.). Building and maintenance of roads also constitutes
substantial opportunities for SMEs the effects of which can be positive on the job scene, breaking the
isolation of certain populations, allowing access to basic services, access to markets and therefore
having an effect on sustainable development in rural areas. In this respect, the region’s countries can
take inspiration from high labor intensive programs currently underway in other countries of Africa
under the aegis of the International Labor Organization (ILO).
Also to be noted is that the region’s countries can gain advantage from their differences and potential for complimentary opportunities by fostering trade and investments in agriculture and other rural
activities. They can also partake in the promotion of small and medium size farms and other rural
SMEs that can contribute to regional integration of markets, inputs and finished products, as well as
to the dissemination of successful local experiences and knowledge.
In this direction SMEs should play a crucial role as vectors of upgrading, improvement of productivity and agricultural performance, by introducing new competencies, irrigation and production
techniques and by diversifying output and marketing methods. Small farms could therefore not only
contribute to growth in agricultural value but also improve the decent employment of young people,
stabilize the rural exodus and preserve ecological balances. In so doing, they would fully play the
role of actor in sustainable development for rural areas.
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In the agricultural sector, small and medium size farms often demonstrate their capacity for adaptation in spite of sluggish development of the rural world and the hazards caused by climate change.
Even in the least advanced economic conditions, several small farmers resist the temptation to participate in the rural exodus and significantly contribute to agricultural output.
Often the reason behind the rural exodus is the desire to find better living conditions, from the availability of basic services such as water, electricity, health, education, and roads, as well as paid
employment. The problem of under employment and low productivity of agricultural and rural activities in the countries of the region, and the dynamism of economic activities in the urban world, lead
rural populations, especially young people, to go to cities in hopes of finding a job. Therefore, it is
the socio economic conditions prevailing in the rural work and the inadequacy of rural and agricultural strategies that explain the rural exodus
The countries of the region are called upon, and some have already responded, to develop and redirect their rural development strategies by focusing attention on the implementation of reforms
encouraging rational and sustainable use of land, the upgrading and improvement of productivity of
the agricultural sector, in particular by fostering technical progress and the extension thereof, diversification of agricultural output, strengthening of links with other economic sectors (agri-industry)
and the development of non agricultural activities in rural areas (tourism, services, fishing, building
and public works).
Provided there is strengthening and generalization of economic and social structures, small and
medium size farms and the SMEs of North Africa will constitute the vectors allowing such reforms
and policies. In so doing, they will be front-running actors in sustainable development in rural areas.
2.9. Economic and Social Integration of the most vulnerable Categories
SMEs contribute substantially to global employment in the countries of the region and are often the
most dynamic in the field of new job creation. Moreover, they are thought to be more resistant in
times of crisis. Thus, they constitute a tool for economic and social integration of young people and
women who often find themselves in an inferior position on the job market and in enterprise creation.
They present a path toward integration for many young people and enable the promotion of entrepreneurship of individuals who have not always been able to benefit from economic independence.
Several types of experience show that SMEs have constituted a major tool for the promotion of
female entrepreneurship44, the integration into life by young people and insertion of the disabled. In
addition, the promotion of SMEs constitutes a means making possible the modernization and institutionalization of activities prevalent in the non-official sector.
SMEs as Vector for the Integration of Young People
Given the continued high birth rate and the falling death rate, the active population in the region of
North Africa increased by nearly 30 percent over the last decade. Just the population of young peo44 - ECA-North Africa Office, 2006, Monitoring results of the 7th African Conference on Women (Beijing + 10), Workshop for North Africa, Tunis.
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ple saw a rise of more than 19 percent from 1997 and 2007 (from 34.0 to 40.4 million, except for
Mauritania). Even if the trend goes definitely down over forthcoming decades (except for Egypt and
Sudan), the proportion of young people in the global population is at very high levels (average of
30.5 percent in 2007), which is demonstrative enough of the challenges facing the employment of
youth in the countries of the region.
Active young people grew by 10 percent from 1997 to 2007 (from 13.0 to 14.3 million), i.e. less
quickly that the population of the young, explainable by the improvement in schooling and the phenomenon of discouragement attributable to high rates of joblessness experienced by the region’s population, in particular this particular category. The rates of youth employment are at very low levels:
only 27 percent of young people had jobs in 2007, i.e. the lowest level on the world scene, even if
substantial gaps exist between males and females as well as between the different countries45.
In 2007, the jobless rate for the young was of 23.8 percent (20.1 percent for males and 30.9 percent
for females), i.e. the highest rates in the world. Discrimination hitting the young is ascertainable by
the substantial gaps existing between the joblessness of the young and adults. Hence, young people
run a 3.4 higher risk of being without a job than adults (world average of 2.8).
In North Africa, unemployment of the young often corresponds to a first attempt indicative of the
huge difficulties of transition between the world of education and training and the world of work,
symptomatic of the absence of any connection between the world of the enterprise and entrepreneurship and school and university study programs.

45 - ILO, 2008, World trends for the employment of the young, ILO, Geneva.
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Table 3. Labor Market for the Young (15-24 years of age):

Source: according to data from:
- ILO, 2008a, World trends in the employment of the young, ILO, Geneva.
- ILO, 2007, World trend in employment in Africa, ILO, Geneva.
* North Africa does not include Mauritania in calculations by the ILO.
** Calculations on the basis of date from the Departments of Economic and Social Affairs (Population Division) of the
United Nations (http://esa.un.org/)

Thus, in many countries of the region, unemployment hits above all (Morocco, Algeria, Libya,
Mauritania) and increasingly (Tunisia, Egypt) advanced education degree holders, all the more so
that over past decades in all countries, job openings in the public sector have been dramatically
reduced. Furthermore, this initiation to unemployment often winds up being transformed into long
term joblessness reducing even more the chances for integration of the young and deterioration of
the worth of their degrees, leading them in fine to either take on indecent jobs, or to lose courage and
retract from the job market.
However, the unemployment of young degree holders is not reflexive of only the problems affecting
the educational system, as it is also the low rate of supervision in the enterprises of these countries
that are also affected by the low use of information and communications technologies in production
and organization. These new technologies are linked to new trades that could bolster the integration
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of the young and the creation of new enterprises. By investing therein is it estimated that the integration of a greater number of young people and improvement of productivity and competitiveness in
enterprises and businesses.
The emphasis put on the unemployment of young degree holders must not make one forget the relatively higher rate of employment of non degree-holding or little qualified young is usually associated with indecent, unstable, low paid jobs that do not ensure correct living standards to their families
(poor laborers). This is explainable by the predominating position of the non-official sector, by the
absence of in-service training, the lack of efficient human resource systems, as well as the failure to
adhere to the quality standards and decent working conditions. All these factors are reflexive of the
logic relative to production models often applied by the majority of enterprises in the region, i.e. a
logic of competitiveness via payroll costs which can de-emphasize quality and social cohesion.
The solutions to this problem hitting the countries of the region can be traced back to the strengthening of the SME fabric encouraging the transition from the non-official to the official sector, inservice training policies, integration of quality, the improvement of human resource management
systems, and social responsibility. In so doing, SMEs contribute to social cohesion, to society, and
eventually to sustainable development. The impact would also mean better implication of wage earners in individual and collective learning to the benefit of the enterprise and therefore to productivity
and organizational performance.
SMEs as a Vector for the Integration of Women on the Labor Market and in Entrepreneurship
The North Africa region is, along with the rest of the MENA region, the one reporting the lowest rate
of access to the labor market in the world and the highest in joblessness. The reasons are multiple
and have to be taken together, from cultural factors to discrimination against women on the labor
market and in enterprises.
Table 4. Labor Market Indicators according to gender: 1997-2007

Source: according to data from:
- ILO, 2008b, World Trends in Female Employment, ILO, Geneva
- ILO, 2007, World Employment Trends in Africa, ILO, Geneva.
* North Africa does not include Mauritania in the ILO calculations.
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Nevertheless, the positive indicators of education go hand in hand with female activity in the region
over recent decades leading one to believe that the trend – outside times of crisis – will be toward
greater participation of women on the labor market. However, one must not forget that this appreciable rise in activity occurs at the same time as very high joblessness of women, especially the young.
Table 5. Secondary and Higher Learning Indicators per gender: 1999-2006
Rate of schooling at
secondary level
Algeria
Egypt
Libya
Morocco
Mauritania
Sudan
Tunisia
Rate of advanced learning
education
Algeria
Egypt
Libya
Morocco
Mauritania
Sudan
Tunisia

Total
1999
…
82,5
…
36,7
18,9
26,0
72,4

Male
2006
83,2
87,8
93,5
52,4
24,9
33,8
84,9

1999
…
86,0
…
41,0
21,4
71,7

Total
1999
14,2
36,8
50,2
9,4
5,4
6,2
17,0

Female
2006
80,3
90,6
86,3
…
26,7
34,5
80,9

1999
…
78,8
…
32,2
16,4

2006
19,4
…
53,3
13,1
5,1
…
25,8

1999
…
…
49,6
7,9
…
6,0
16,8

Male
2006
21,8
34,7
55,8
11,8
3,5
…
31,0

1999
…
…
50,8
11,0
…
6,5
17,2

2006
86,3
84,9
101,1
…
23,1
33,1
73,2
89,1
Female
2006
24,4
…
58,3
10,6
1,8
…
36,5

Source: UNESCO (http://stats.uis.unesco.org/)

Development of the region will occur only via better integration of women on the labor market and
in wage earning jobs and/or entrepreneurship. Sustained economic growth and the struggle against
the various forms of discrimination in schooling, on the labor market and in the enterprise should
lead to such integration and participation of women in sustainable development. In this respect,
SMEs, in particular those owned or run by women are called upon to play a front-running role.
3. Constraints and Threats
SMEs are indispensable actors in the drive for development. They can contribute to sustainability
from an economic, social and environmental standpoint. They can also contribute to the development, regional integration and trade between the countries and peoples of North Africa.
However, the traditional difficulties experienced by SMEs (low degree of available financing, difficulties in access to technologies, limited managerial capacities, etc.) are more penalizing in an environment becoming increasingly competitive every day. Without measures of support, this fragility
could, in the event of substantial economic changes, become disasters with regard to employment
and income in an entire sector or whole region
In this context, the public authorities and relevant bodies concerned by SMEs proceed to promote the
role of these enterprises in development, and in reinforcing their capacity to react to any hazards that
may arise.
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Chapter II
Sectorial Opportunities and Promising Market Sectors
The contribution of SMEs and the viability thereof differ from one sector to another and one market
to another, which explains the importance of identifying the sectors and markets of promise. Indeed
to be viable, SMEs should invest in sectors and markets with promising outlooks. This consideration
takes its importance from the fact the fragility of SMEs is often attributable to the insufficient level
of activity engaged. In many cases, the creators of SMEs are not in a position to engage the expenditure required for market prospecting and assessment of the outlook. These enterprises also suffer
from a substantial degree of vulnerability and are highly sensitive to external shocks. For this reason,
a fundamental element in the strategy for promoting SMEs consists of providing assistance, in particular via the creation of project banks, and the availability of information pursuant to investment
opportunities.
For the identification of sector and markets of promise, various methods can be applied either in isolated or joint form. The following are among the methods referred to:
Past performance of the sectors or markets dealing with the activity;
The potential future for development of a given sector or market at the national and international levels, including via study of the needs of the relevant population and prospect of urban growth and the
development of life styles;
Potential for job creation;
Trickle down effect in the various sectors or market segments thanks to production multipliers, value
added and employment.
The sectorial opportunities defined can evolve over time and vary from one country to the next,
meaning the need for rigorous monitoring of structural change and changes in the economic situation at the level of national and international markets.
As for the actors contributing to the choice of promising sectors or market segments, one must distinguish various potential configurations:
Processes basically dealt with by States;
Processes based on deliberations inside enterprises, individually or by profession groups, with the
States abstaining from defining the sectors but without hesitating to provide support in transversal
fashion;
Processes accomplished via partnership relations between States and enterprises (program contracts,
etc.).
These different forms of choice can make use of these methods, or integrate other considerations of
a political and strategic nature. However, identification of the sectors or market segments of promise will generally occur independently of the type of enterprise – SMEs or not – that could benefit
there from. In spite of the valuable assets in terms of flexibility, SMEs cannot dispose of enough
resources allowing them to take advantage of certain sectorial opportunities, in particular when the
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basic outlays involve considerable sums. Therefore, it becomes useful to target the sectors and market segments of promise according to type of enterprise while insisting on other strong points and
constraints.
In the North Africa region, strong potential for enterprise creation exists in numerous sectors or segments thereof. This potential is closely linked to the development strategies of each county, the
dynamic of demographic, social and urban growth, the rekindled interest in the rural world, integration of a knowledge-based economy, insertion into the world and regional economies, and climate
change.
However, for this potential to translate into reality, a certain number of conditions must exist with
regard to human resource development and insertion into a knowledge-based society.46
1. Development Strategies and Sectorial Orientations
Sometimes sectorial priorities are explicitly defined by public authorities to highlight natural
resources, geographical positions or the know-how of the country in a particular field while seeking
job creation and high export potential activities.
Fine honed data is generally indispensable in order to proceed to detailed economic analyses of the
promising sectors and market segments in the countries of North Africa expressly targeting SMEs in
a logic of sustainable development.
For this reason, public definitions by States or international agencies will be described herein as provided in the framework of sectorial strategies or by way of information addressing potential
investors47.
1.1. Sectorial Strategies in Algeria
The Algerian economy is characterized by a very little diversified economic structure suffering from
a low degree of exports other than hydrocarbons which alone constitute 5 percent of export income.
For these reasons the Algerian economy offers substantial business opportunities with regard to all
sectors. For example, in the agricultural sector, extensive investment is possible for arboriculture,
olive growing, viticulture, market gardening and animal breeding48. Investment in cereal production
is justified by the need to reduce cereal imports representing almost 50 percent of this country’s
needs. In addition, the fishing sector also offers genuine potential and remains largely underdeveloped49.
Another promising market segment is constituted by the pharmaceutical industry. Indeed, Algeria
imports 80 percent of its pharmaceutical needs. The development of SMEs with local capital or capital

46 - ECA-North Africa Office, 2006, Round table on the situation of economic structures in North Africa – Summary of country studies.
47 - The foundations for these choices are rarely dealt with.
48 - Bessamra S. and de Saint-Laurant B. (eds), 2007, Invest in MEDA region, why, how?, Notes and etudes n° 22, ANIMA, March
49 - Ibid.
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from other North African countries would certainly prove profitable. This should be taken into consideration given the new regulatory provisions making more restrictive the import of medicines produced or likely to be so.
Algeria also has a huge potential in the tourism sector on the seaside or in the Sahara. The country
attracts only one million tourists annually the majority being Algerians residing abroad. However, the
number of hotels is insufficient. The country expects to attract more tourists and target receiving one
million non Algerians on a yearly basis. For these reasons, extensive opportunities exist in this sector which should be seized either directly or indirectly by SMEs.
1.2. Sectorial Strategies in Egypt
In the Arab world Egypt enjoys a strategic position. It is the most highly populated country in the
region with a deeply rooted entrepreneurial tradition. The GAFI (General Authority for Investment
and Free Zones), a public authority in charge of investment promotion, regularly identifies investment opportunities in Egypt. For this authority, business opportunities exist in eight promising sectors, namely transportation (maritime, river and road), new information and communications technologies, urban infrastructures, education, tourism, the petroleum sector, agriculture and Industry50.
In all these sectors extensive investment opportunities exist for SMEs that could either give rise to
individual or joint projects or be placed in the framework of investment projects of large size national and international enterprises by offering intermediate goods or services.
Through their experience, Egyptian enterprises could also invest extensively in the other North
African countries. In this regard, note should be taken of the experience of the launch of the Orascom
Group, the largest mobile telephone operator in Algeria (Djezzy) offering services to Algerian SMEs.
Elsewhere, ’Egypt constitutes a highly sought after destination of outsourcing in the region. In 2008
this country was awarded the British National Outsourcing Association (NOA) prize as the best
English-speaking destination in this sphere, particularly demonstrative of the growth potential in the
sector.
In the area of new information and communications technology, the government is initiating initiatives designed to modernize this sector and stimulate enterprise creation. Among these initiatives,
note should be taken of the “smart village” designed to accommodate high-tech enterprises. The
launch of this project in 2006 represented a wealth of opportunities for SMEs primarily created by
young degree-holders.
In agriculture, investment opportunities exist especially considering that this country imports 40
percent of its food product needs. In the framework of the food security policy, a vast number of
projects could prove to be profitable for the production of basic foodstuffs via the use of technolo-

50 - See GAFI: website: www.gafinet.org
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gies consuming a low degree of water and adapted to semi-arid climates. Similarly, the availability
of huge swathes of arable land in the Sudan constitutes a substantial investment potential for
Egyptian enterprises.
These promising sectors and market segments could be to the advantage of SMEs, especially considering that the Egyptian movement has developed a transversal rather than a sectorial strategy encouraging the private sector and SMEs, with the aim of encouraging the densification of the SME fabric
in the national economic system51.
1.3. Sectorial Strategies in Libya
The Libyan economy is the least diversified among oil producing countries and those of the Arab
Maghreb Union52. In the period from 2000 to 2005, the hydrocarbon sector provided more than half
of GDP (56 percent). However, the country is in the process of emerging from a protracted period of
political and economic isolation. This drive toward openness offers substantial opportunities to private investment especially considering the Libya has opted to go in the direction of an economy
fueled by the private sector.
The objectives set by the government consist of opening up the economy, diversification and internal and external liberalization. This orientation is favorable to development of dynamic and operational SMEs in a variety of economic sectors. Extensive potential exists in the area of infrastructures,
building and public works, the renovation of oil and gas deposits, tourism and fishing53.
Libya is a dry country with barely 5 percent of arable land. To ensure regular supplies in water and
food, the hydraulic, agriculture and agri-industry sectors are in definite need of development and
modernization. Identifying such needs and setting up a strategy by the government offers a wealth of
opportunities for SMEs on the home front and to other North African countries.
1.4. Sectorial Strategies in Mauritania
Mauritania remains a country with a little diversified economy based on traditional sectors such as
animal breeding, fishing and mines. The discovery of oil fields and the inception of their development in 2006 has created a new growth dynamic that remains fragile as demonstrated by the technical difficulties encountered at the Chinguetti oil field. Although petroleum does not in itself help to
diversify the economy, it can offer the country the means to initiate restructuring and economic
development.
The public authorities launched the Strategic Framework for the Struggle against Poverty (CSLP) to
speed up growth and income creation. On the sectorial front, emphasis is placed on the modernization of traditional sectors by targeting the most promising segments. These segments have been
51 - Ministry of Finance (Egypt), 2004, Enhancing Competitiveness for SMEs in Egypt, Cairo.
52 - IMF, 2006, The Socialist People’s Libyan Arab Jamahiriya: Selected Issue - Medium-Term Economic Reform Strategy, and Statistical Appendix,
IMF Country Report N° 06/137, Washington.
53 Bessamra and de Saint-Laurant (eds) (2007, op. cit.).
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defined in the framework of a strategy for rural development by 2015 initiated in 2001. These initiatives were founded on the country’s valuable assets and the existence of promising markets both
internal and external.
In the animal breeding sector it was decided to target the red meat segment (breeding of migratory
bovines, sedentary bovine breeding). The poultry segment (white meat) has also been identified as a
sector of promise with regard to financial profitability and in terms of food security and the impact
of poverty alleviation. The dairy product segment (production and marketing) also offers extensive
opportunities given the growing needs in local demand.
Leather and pelts constitute another important segment but the raw materials are very little developed
except perhaps for craft work and substantial profitable outlets do exist for these products, primarily in Europe.
The other segments identified are for diversified crops (fruit and vegetables for the home market and
export, traditional cereals, market gardening) and rice where the margin for improvement of yields
is considerable.
Other segments specific to oases have been identified, including market gardening and forage crops,
and to a lesser degree, dates.
The management of forest and natural spaces offers other extensive opportunities, especially for
wood and charcoal, gum Arabic and non destructive use of natural spaces.
In this agricultural and agri-food strategy the principal lever resides in opening up and promotion of
the private sector as the engine, supported by the governmental, institutional and associative framework making it possible to take advantage of the opportunities offered by the promising segments
identified.
As well, other market segments have been identified. For fishing, the pelagic resources (Spanish sardines, sardines, horse mackerels, mackerels, anchovies, mullet, tunnies, croakers, small and large
tunnies) are deemed to be of promise and largely underexploited. Opportunities exist for development on land of a portion of the catches instead of exporting in bulk.
In the tourism sector, recent in Mauritania, the country has enormous potential (unpolluted coastline
of 750 Km, sand dunes, the Arguin bank, the Diawling Park, old castles included on UNESCO’s
world heritage list, and the diversity and richness of many sites). Extensive opportunities also exist
for desert tourism, desert walks, camel outings or rides), in long stay tourism (sports fishing, hunting in the southern Sahel, etc.). Other niches of potential exist in wellness tourism, the construction
or rehabilitation of hotels, the building of restaurants and leisure time centers, the development of
travel agencies and improvement of service quality, the building of specialized training infrastructures in the various branches of tourism, as well as in the organization of many cultural, artistic and
special events.
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Well beyond the opportunities offered by the mining and hydrocarbon sectors, renewable sources of
energy (solar and wind) have promising potential for private enterprises in Mauritania, in particular
SMEs.
1.5. Sectorial Strategies in Morocco
Over the past few years Morocco has promoted a determined industrial policy consisting of identifying the areas where Moroccan enterprises are or could be the most competitive. The industrial
development plan called “Plan Emergence” focuses on eight areas of activity deemed to be the most
promising. This refers to traditional sectors such as textiles and garments, crafts, agri-food and processing of fish products, as well as sectors of the future such as offshore activities, automobile equipment, electronics and aviation industry sub-contracting. Another priority sector identified is that of
tourism (Plan Azur).
Within these sectors, several market segments have been identified. For example, with regard to offshore activities, further than call centers that generate little value added, emphasis has been placed
on more demanding services of high value added. For tourism, large structure-building projects have
been identified (six major seaside resorts) and are currently under construction which could inject
dynamism into the existing SMEs or create new ones for meeting the requirements of these infrastructures in goods and services, and for future and more direct needs addressing future tourists.
Other sectors and market segments targeted are in the field of renewable sources of energy an in reborn agriculture via the new Moroccan agriculture modernization plan (Morocco Green Plan /Plan
Maroc Vert).
1.6. Sectorial strategies in Sudan
In the Sudan, a law governing encouragement of investment was approved in 1999 and amended in
2003. It deals with incentives for the sectors targeted by the government concerning agriculture,
energy, mines, transportation and communications. Other sources mention as investment opportunities, agriculture, animal production, fishing, petroleum and iron54.
Sudan possesses huge amounts of natural resources, extensive agricultural land, diversified hydraulic
resources, animal resources, and petroleum. In this country, with its 2.5 million Km2, Africa’s largest,
only one fifth of the arable land is cultivated. The forest resources of the country, benefiting from a
tropical climate in the south are so immense that they account for 2 percent GDP and 80 percent of
the rural population is dependent thereupon55. This shows that extensive potentialities exist in the
agri-industry sector, wood processing and other natural resources which remain largely under
exploited.

54 - ECA, 2002, Forum on Investment in North Africa – Final report, Casablanca.
55 - World Bank, 2003, Sudan Stabilization and Reconstruction, Country Economic Memorandum, Report n° 24620-SU, Washington.
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These potentialities could also foster regional investment, in particular in view of ensuring food security of the other countries of the region.
Among the activities giving rise to promise, to be noted is agri-industry, sugar which is beginning to
attract investors, creating a certain number of enterprises and opportunities for employment56.
The civil war hitting Sudan from 1955 to 1972 and from 1983 to 2002 and still on-going, never
stopped wreaking havoc and harm to infrastructures, trading networks and production structures. For
reconstruction, several investment opportunities are ready for the taking in all areas especially that
the government has shown determination to promote income-generating activities for the poor which
should eventually lead to the creation of micro and small enterprises. This orientation could constitute a promising route on the way to modernization of productive structures to give a new push and
impetus to the distribution circuit and improve productivity.
1.7. Sectorial strategies in Tunisia
Tunisia, which is one of the most diversified economies in the region, over the past few years, has
experienced sustained growth dynamics. The most promising areas for investment are agriculture,
fishing and the environment; as well as certain manufacturing activities57.
The strategy emphasizing mega projects planned by the government of Tunisia constitute opportunities for expanding and enlarging the SME fabric. The said mega projects are in response to national
priorities related to job creation, energy self-sufficiency, extension of the highway network, environmental protection, and promotion of culture and provision of an international financial hub.
Tunisia is also developing a strategy in the field of new service activities in order to turn the country into a regional platform for nearshore endeavors. The most promising niches are in business
process outsourcing (BPO), call and contact centers, market studies, telephone sales, technical support, distance working and data processing58.
Tunisia is increasingly attempting to gain positions in the most demanding technologies such as aviation, nanotechnology and biotechnology which could create very profitable business opportunities
in areas such as the aviation industry, nanotechnologies and biotechnologies, giving rise to highly
profitable business opportunities employing high level competencies making it possible to strengthen sustainable economic and technological development and growth of the country. In these domains,
SMEs offer non negligible valuable assets poised for development.
Renewable sources of energy are another promising segment which, via its capacity for job creation
and value added, could boost sustainable development. Activities in this area constitute just so many
investment opportunities for the creation of new SMEs or the development of those already in operation.
56 - World Bank (2003, op. cit.).
57 ECA (2002, op. cit.).
58 See the website of the Agency for the Promotion of External Investment (FIPA): www.investintunisia.tn.
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Tunisian SMEs could largely benefit from the said opportunities, especially that to stimulate creation
in 2005 the Tunisian government created the SME finance Bank.
2. Opportunities linked to demographic and urban Growth
The size of North African markets is constantly growing. Available forecasts show that the region
will considerably increase in size over the four forthcoming decades, rising from 201 million consumers today to some 320 million by 2050, i.e. global growth of 60 percent59.
The countries of the region find themselves in more or less advanced demographic transition, some
countries still experiencing high levels of demographic growth such as Mauritania (2.8 percent),
Libya (2.2 percent), Sudan (2.1 percent) and to a lesser degree Egypt (1.7 percent) while Morocco
(1.5 percent), Algeria (1.2 percent) and Tunisia (1 percent) demonstrate lower levels60.
The countries of the region are also at more or less advanced stages of urban transition with largely
urbanized nations like Libya, Tunisia, Algeria and Morocco, and countries that largely remain rural
(Egypt, Mauritania and Sudan). All these countries are experience sustained growth levels, i.e. higher that the world average, especially those remaining predominantly rural.
Table 6. Demographic and Urban Growth

Source: reconstitution of database of FUNAP (2007).

It is past demographic growth, along with economic and climatic transformation in the region (periodic droughts, slow moving agricultural output, under employment, non paid employment, persistence of rural poverty), has accelerated urban transformation. This signifies that in most countries of
the region, cities have attracted considerable migratory inflows of people looking for work and better living conditions.
Demographic and urban growth constitutes a major challenge for the development of the region’s
countries in terms of job creation, income, housing, infrastructure and essential services, as well as
commercial and industrial establishments, etc. Major efforts for planning, development and manage59 FNUAP, 2007, Status of world population 2007:Liberate the potential of urban growth, UNFPA, New York.
60 Data 2008.
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ment of urban and peripheral spaces are on the agenda to keep urban transition from worsening economic and social crises and to transform them into a genuinely valuable asset.
In this respect, SMEs can play a central role in meeting the enormous needs created either directly
by urban households or by relations of cooperation and partnership with the State and local authorities, as well as with large size enterprises.
2.1. Opportunities linked to Needs for Infrastructures and essential Services
Essential infrastructure needs
Urban growth in the countries of the region creates huge needs in essential infrastructures such as
water, sanitation, electricity, road and health and educational institutions. These needs are all the
more important given the substantial deficits already existing in the majority of the region’s cities,
especially in peripheral zones.
Meeting these needs via large infrastructure projects financed by States can stimulate an important
dynamic at the level of SMEs, especially if targeted incentives are offered. By way of example, one
can cite sub-contracting of a part of the domains reserved to SMEs or groups thereof.
Even when the infrastructures are produced or managed by large public or private structures, they
will give rise to the new input production activities provided by SMEs. Other major examples exist
in the area of outsourcing certain functions to service provider SMEs such as the road maintenance,
monitoring and guard services, accounting and computer applications.
Education and in Training Needs
Wide-ranging needs exist in education and training. The failure of the public education and training
system in the majority of countries had led to reforms with a view to meeting the requirements of
quality, knowledge and competencies at the world level.
However, the reforms already initiated in these counties cannot remain limited to the public sector
alone. They are intended to widen the field of education and training to the private sector which,
under certain conditions, can compliment the public sector and respond with greater flexibility and
efficiency to the needs of enterprises in specific competencies. In this respect, large market segments
currently exist for SMEs specialized in education and vocational training. Some countries of the
region, like Morocco, Tunisia and Egypt, have seen the creation of a large number of specialized
training schools in specific segments (offshore, logistics, port management, computer applications,
tourism, and business language).
2.2. Opportunities linked to growing Needs of certain Social Groups
Benefiting for the opportunities offered by urban growth can occur only via a qualitative growth
dynamic creating jobs and decent incomes, which could call for multipliers of employment, output
and income, especially if the countries of the region manage to intensify diversification of output and
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exports. Even though the purchasing power remains limited for a wide-ranging section of the population, further to the scarcity of jobs and decent income, the situation of some offers definite opportunities to seized.
Access of Women to the Labor Market
The relationship between SMEs and access by women to the labor market is multiple and takes on
different forms whether for enterprise creation or integration into the labor market.
Therefore, women can create their own enterprises thereby favoring other employment opportunities,
often for females. In so doing they contribute to wealth creation and revenues to their own benefit
and to that of their employees and fellow workers.
Women also represent a substantial workforce for SMEs. In some labor intensive sectors employing
low skilled labor, as in the textile and garment industry and some hotel services (hotels and private
person service) they already constitute the majority. However, new sector should open up thereto
demanding higher level skills, especially in the event of acceleration in economic development, and
above all if the fight against discrimination toward women gathers strength.
The third implication concerns the demand for services and goods brought on by the access by
women to the labor market. Indeed, work for women creates many new needs that can be satisfied
by small enterprises. That is the condition allowing such women to establish the necessary connection between work and family life. Sometimes, that is the condition that allows them to accept positions. Indeed, the number of women remaining inactive is basically due to the lack of adequate social
infrastructures and absence of adequacy between child care facilities and the organization of work
These needs in infrastructures and services refer to day care facilities, kindergarten, e-commerce,
delivery services, transport (school transport), good quality institutional restaurants, babysitting, and
home assistance for the elderly, etc. All these services constitute genuine market segments of promise for SMEs to set up. A certain number of such services could fall to public facilities but sub-contracting to small enterprises.
The growing access by women to employment in urban areas, geographical mobility and the nuclear
family unit increases the need for service to families (taking to school, babysitting, guard services
and cleaning of homes etc.) thereby creating markets for SMEs.
It is important to point out that North African women, especially those residing in rural areas, are
familiar with traditional practices that might facilitate the creation of SMEs from tourism, to cultural wealth and the promotion of home grown products, especially in instances where microcredit and
related associations are well established.
Household Service Needs
The increase in access to certain types of service (bank use, telephones and Internet, local and international tourism) generates large markets in which numerous SMEs have already begun to invest in
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fields such as electronic banking and services for all kinds of transaction, and advertising and communications via SMS services, etc. These needs are unceasingly developing in line with the development of new information and communications technologies.
Cultural, Sports and Leisure Time Needs
Other major market segments exist with regard to cultural and recreational activities, in particular for
children and young people. There are wide-ranging deficits in these areas for the region as a whole
and instances where cultural or leisure-time projects have been initiated, they have often met with
great success. Therefore, a huge potential exists in this sphere which remains largely underdeveloped
and could be approached by SMEs either alone or in collaboration with States and other types of
enterprise, or with NGOs. By way of example SMEs could play an important role in the management
and/or upkeep of green spaces, or the organization of spaces for recreational activities for children or
the young.
3. Opportunities linked to the Expansion of the Service Economy
Promising services are not restricted to those connected to urban growth. Services play an important
role in the economic system as a whole, whether for service to households, enterprises (including
exports), and services offered to public administration or NGOs.
The countries of the region are increasingly becoming service economies which is reflexive of their
status in terms of GDP; more than 50 percent for many countries of the region (Morocco, Tunisia,
Sudan, Libya, Egypt), and employment (cf. table herebelow). However, a non negligible share of
these activities is directed toward trade, repair work, or small subsistence level services. Such activities are often of low value added, not very productive; with virtually no trickle down effects and
completely unviable. They also have very small structures (individual micro or very small enterprises), operating in the non-official sector or on the margins of the official sector.
Table 7 Sectorial Breakdown of Employment in North Africa ( percent)

Source: ECA- North Africa Office, Situation of economic structures in North Africa, 2006.

Well beyond their immediate contribution to employment the creation of subsistence income, these
services participate very little in the sustainable development of the various countries for decent jobs
and poverty alleviation. A great diversity of services potentially exists and could have beneficial
effects on economic and social development. Above all, this regards services provided to high value
37

SMEs actors for Sustainable Development in North Africa

added enterprises and new high social value household services. Some countries of the region and
their enterprises have begun to move in this direction, thanks to the dynamic of delocalization and
outsourcing by foreign enterprises, especially from Europe.
Countries like Morocco, Tunisia and Egypt have seen substantial inroads in this respect. Also,
Morocco has become one of the principal world destinations for French-speaking offshore activities.
Tunisia is making progress in tourism and her enterprises are targeting extremely specific market
segments (desert tourism, wellness tourism, exportable health services). Egypt is also moving ahead
in English-speaking outsourcing.
Enormous potential exists in these three countries for high value added services required high level
competencies. They have developed national strategies. The other countries of the region also offer
similar attractiveness and could also benefit from the experience of their neighbors.
SMEs offer substantial advantages in the field of services as this concerns activities that depend relatively little on the effects of size and economies of scale. Indeed these activities basically depend
on the human resources and competencies engaged and the quality thereof. The countries of the
region all have extensive potential that could be developed by accelerating investment in the training of competencies. The other advantage offered by SMEs, of a more generic form, has to do with
their greater flexibility and adaptability to market change, technology and trades (cf. section 1.2).
In some countries of the region, SMEs have managed to register substantial performances at the
national and international level like Morocco for electronic banking (HPS, M2M, S2M).
SMEs can play a central role in the diversification of services and the orientation thereof to high
value added activities, thereby dynamically participating in the sustainable development of the
respective countries.
4. Opportunities linked to the Knowledge-based Economy
A strategic component of the service economy resides in what it is commonly called an economy
based on knowledge in line with new information and communications technologies (ICT).
Indeed, mastery of knowledge influences the competitiveness of enterprises via new information and
communications technologies. Integration of knowledge into production processes is also of prime
importance. Knowledge-based economy is no longer a question of choosing a development or
growth model, but rather a genuine necessity in a perspective of sustainable development.
New information and communications technologies imply “substantial potential for creating and distributing wealth and well being and for the contribution of DMOs as well as sustainable development. To do so, it is crucial to reduce the digital divide and it becomes necessary to focus the strategic approach of the economies of North Africa on the knowledge-based economy and new information and communications technologies as an indispensable constant boosting co-development and
regional integration in the context of the new world economic environment “61.
61 - ECA-NA (2006, op. cit.).
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If one is to define new information and communications technologies as being for the processing of
intellectual processes calling upon different technologies based on electronics available and accessible via network infrastructures, economic applications and the resulting implications for SMEs
become innumerable and could give rise to continuous innovation.
On one hand, this refers to Internet technologies which facilitate and accelerate the gathering and
communication of information, and on the other hand, computerized applications made possible by
the digitization of information also enabling organization and upgrading of the enterprise and the
environment thereof (integrated management software packages or ERP).
There are many concrete applications that can be easily offered to specialized SMEs. Mention can be
made with regard to the web of anything concerning Internet, extranet, email, discussion groups,
groupware, video conferencing, and mobile computer applications. In the field of computer application note should be made of the applications in connection with accounting (accounting management,
pay management; billing and invoicing, etc.), marketing (order processing, sales management, etc.),
human resource management (planning, recruitment, training), production and logistics (computer
assisted design, drawing or manufacturing, inventory management, and scheduling software, etc.).
All countries of the region at their own pace have begun investing in these areas by targeting different activities. They have all managed to make advances in the field of telecommunications and in
computer equipment, activities sparking the creation of numerous SMEs along with job creation.
Nevertheless, the integration of new information and communications technologies remains limited,
normally restricted to web-linked applications, while other computerized applications remain little
used reducing the field of activities of service enterprises as it does on the impact of new information and communications technologies on the productivity and performance of enterprises.
Substantial pools of employment and productivity therefore still have to be explored by SMEs in this
strategic domain.
However, the knowledge-based economy is not restricted to these initial applications of new information and communications technologies for the organization of enterprises. All the activities requiring high levels of scientific and technical knowledge based on the progress accomplished in computer technology form a part thereof, such as nanotechnology, biotechnologies and robotics.
Egypt, Morocco and Tunisia have taken initiatives to invest in these high value added activities. The
three countries are targeting nanotechnology and biotechnologies, in addition to strategies focusing
on partnerships with the State, university and enterprises, and in particular with innovative SMEs. In
this respect Morocco is counting on the creation of enterprises specialized in these areas by migrants
who abroad have developed specific competencies. As for Egypt, this country has created a nanotechnology research centers in partnership with IBM.
Algeria is devising a law on innovation in the industrial sector that will encourage new information
and communications technologies, the renewable sources of energy industry, nanotechnologies,
biotechnologies and space technologies. This law, via new structures in the form of the national
industrial innovation agency, technical centers and techno cities, in addition to a certain number of
financial and fiscal incentives, target encouragement to national and foreign enterprises for engaging
in Research and Development.
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Biotechnology represents an important potential for the countries of the region, where applications
can be very beneficial to agricultural development. More specifically, biotechnologies constitute not
only market segment of promise because they are necessary to be in position to envisage and promote agricultural change, and adapted, rapid and sustainable solutions designed to confront the challenges in the world of agriculture world62. SMEs could invest in the various segments, from R&D to
the most highly concrete applications. These investments could be all the more efficient and profitable if directed toward the search for solutions to the specific constraints connected to the agricultural development of the countries and zones of the region.
5. Opportunities linked to Adapting to Climate Change
Climate change is detrimental to the well being of local populations and the possibility of continuing certain vulnerable economic activities. Troubles caused by the climate are increasingly frequent.
They upset agricultural output, the principal economic activity of many countries and regions already
hit by great suffering.
However, as is shown by a recent publication of the ECA North Africa office on sustainable development in North Africa, ecology is not only a simple affair of costs63. Adaptation to climate change
can lead to non negligible growth niches. Demand by households and enterprises for products and
services respectful of the environment opens up new perspectives for promising markets, and for
SMEs, especially when the initial outlay is low (solar energy, all kinds of filter, energy saving
processes, micro irrigation systems, etc.).
SMEs can adapt to environmental protection laws and to the expectations of customers increasingly
concerned by respect of the environment in connection with the production and marketing methods
for the products they consume.
The example of the textile and garment sector in North Africa, primarily made up of SMEs, is illustrative of this potential. Ecological labeling constitutes a major source of information allowing producers to integrate ecological aspects among the primary elements making it possible to gain positions on markets and increase competitiveness, especially with regard to European and North
American countries. Indeed, in these countries consumers are increasingly sensitive to environmental issues and no longer wish to purchase articles the production and/or consumption of which is
harmful to the environment.
With a proportion of enterprises certified ISO 1400064, three times more than Tunisia and Morocco,
Turkey has become Europe’s second ranking supplier for textiles and garments, well ahead of the latter countries who rank fifth and eighth, respectively. The performance of Turkey is all the more
remarkable considering that in this country the cost of labor is almost 25 percent higher than in

62 - ECA-Regional Office for North Africa, 2008d, Promotion of research and development (R&D) in North Africa, Meeting of special experts group,
15-17 July, Rabat.
63 - ECA-North Africa Office, 2007a, Sustainable development in North Africa, current situation and outlook, ECA-North Africa Office, Rabat.
64 - Series of ISO 14000 standards means all the standards pursuant to environmental management.
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Tunisia and Morocco. Even though it is not possible to establish a direct link between cause and
effect in export performance and ISO 14000 certification, it is of interest to consider that the percentage of ISO 14000 certified enterprises is six times higher in Turkey than in Morocco and Tunisia.
This factor is demonstrative of the positive effect that the environmental protection industry can have
on the production of given sector and therefore on economic growth.
Well beyond the strategic importance of having to confront climate change in a perspective of sustainable development, the ecological dimension also deals with a series of economic and social
opportunities that could prove beneficial to SMEs in the region’s countries. Among these activities,
in what follows we place emphasis on renewable sources of energy.
The international energy context is characterized by major challenges in connection with global
uncertainty due to the unfettered growth in world demand, the necessary investments, fossil fuel
reserves, rising prices and climate change. These challenges are all the higher considering that these
countries have to cope with a situation of energy dependency (Morocco, Tunisia, Egypt), which negatively affects the trade balance and budgets of the government and households.
In face of the increasing need for energy, particularly due to urban growth, and also the need to
reduce energy dependency, strategies directed toward diversification of energy offerings are an
absolute priority. In this respect, renewable sources of energy constitute an immense potential for the
countries of the region that possess enormous wealth in this respect (solar energy, wind energy, biomass, etc.). These types of energy have the advantage of contributing to decentralized access to energy (rural areas, urban periphery, risky isolated areas, etc.), while ensuring environmental protection.
Morocco is planning on a substantial increase in the contribution by renewable sources of energy in
its national electricity balance sheet (40 percent by 2020), which gives an idea of the potential for
creation in this sector. In this direction, the country has reported genuinely good performance in the
areas of decentralized electrification in rural areas. The connection of villages which in 1995 amounted to only 18 percent, by 2007 became practically general. Out of the villages connected, 9 percent
are so by a decentralized electrification methods (mini networks supplied by wind energy and individual photovoltaic kits). Decentralized solution are useful from and ecological, economic (relatively low cost solution social standpoint (generalization of access to electricity by needy and isolated
rural populations).
This program has made it possible to associate private enterprises in order to meet the maintenance
requirements in the long term. For this reason O.N.E. (National Electricity Board) handed over management of electrification service (supply, installation, maintenance of photovoltaic kits) to private
operators. SMEs are not the direct beneficiaries of these markets, but they are so indirectly in the
framework of sub-contracting.
They can also become more direct beneficiaries directly in the context of small size multi-service
enterprises especially if specific incentives are made available.
In Algeria, over the past few years many studies have been made on renewable sources of energy
(modified non polluting gas). This country is seeking to develop renewable sources of energy via the
potential for solar energy and water resources in the Saharan regions. Among the projects implement41
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ed mention can be made of the completion since 2006 of a program for the promotion of renewable
sources of energy addressing the populations of the great Algerian south following an initial program
for the electrification of certain areas in the Sahara areas by photovoltaic systems.
Tunisia is also on the path to a program for renewable sources of energy, in particular via the use of
renewable sources in the agricultural sector. Thus, over the past few years, some experiments have
been conducted for pumping water by photovoltaic solar energy, as well as for the desalination of sea
water. Other opportunities exist with regard to exploiting the advantages of the biomass (low cost,
contribution to energy control, drying of agricultural products, job creation in rural areas, export
niches) and geothermal energy (greenhouse production of early vegetables).
Principal accomplishments in renewable sources of energy over the past few years (1991 to 2002) in
Tunisia basically dealt with electrification by photovoltaic solar energy of more than 10 000 households and 200 schools in rural areas as well as fitting out over 40 water pumping stations and scores
of border crossings and forest rangers, the setting up of over 90 000 m? of solar collectors for heating and sanitation water in the residential and tertiary sector, experiments with some fifty family
digesters for biogas output in the environment and one industrial unit for biogas production from animal waste, installation of a wind power plant with capacity of 10 MW in the Cap Bon region in the
northeast part of Tunisia, and the dissemination of more than 10 000 lids for bread baking ovens to
cut down on wood consumption.
As for the future outlook, a national strategy for the development of renewable sources of energy was
developed based on wide scale dissemination of thermal solar energy (rural electrification, connection to network, in urban areas, etc.), the creation of a market sensitive to the promotion of renewable sources of energy, the devising of a national research strategy designed to reduce costs and
improve competitiveness65.
To do so, short and medium term programs (by 2010) including quantitative targets were devised for
offering genuine opportunities to private enterprises: electrification of 15 000 to 20 000 households
(with an objective 100 percent electrification in rural areas), the installation about 300 000 m? of
solar collectors (to raise the share of solar energy in the consumption of heating and sanitation water
by 25 percent by 2010), the installation of wind farms (to raise the share of wind energy in electrical
production capacity from 0.1 percent to 6 percent), the development of biogas production at the family and especially industrial level from organic waste, the wide scale dissemination of lids for
improved type ovens (for annual energy savings 300 Ktep/year as of 2010).
To achieve these objectives a transversal action plan was initiated with the aim of “encouraging the
private sector in the field of renewable sources of energy so as to develop a local market and create
new jobs”66. In this respect SMEs constitute an important target via a series of systems and incentives proposed the Tunisian Investment Promotion Unit (UPI) in collaboration with the National
Energy Control Agency (ANME).
65 - Investment Promotion Unit, Tunisia, 2002, Renewable sources of energy sector in Tunisia, Tunis.
66 - Ibid.
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Another program for energy control in agriculture (2008-2011) was devised setting objectives
designed to reach a rate of use for renewable sources of energy in agriculture by approximately 4 percent. It deals with the installation of irrigation water pumping stations, electrification by solar and
wind energy for farms and small rural projects not connected to the national electricity network, the
installation of digesters for biogas production from farm waste and training on maintenance of the
said items of equipment. There are plans for the installation of 71 additional pumping stations and
stations for desalination of salt water by solar energy including 63 covering the governorates in the
southern climes of the country. Tunisian SMEs could play an important role for meeting all these
needs and investment projects.
At the International Conference on renewable sources of energy held in Bonn in 2004, Egypt committed itself to cover by 2020 a non negligible part (14 percent) of its energy requirements from
renewable sources of energy. This represents a huge market potential for Egyptian enterprises and
SMEs as well as those of the region.
Numerous projects exist with regard to the use of solar thermal energy in tourist localities and vacation villages located in specific zones to supply heating and air conditioning and cooling systems for
the conservation of foodstuffs in rural villages.
There are other projects, like in other of the region’s countries, for providing electricity to isolated
rural desert communities via photovoltaic systems.
The Egyptian government is in the process of devising a national sustainable development strategy
from an institutional standpoint based on the Energy Council created 2006 (benefiting from the experience of the New and Renewable Energy Authority) which has existed since 1986 but with only limited impact. The national strategy in question is based on a long term visions of the equilibrium scenarios between energy supply and demand for promoting the use of the available renewable sources
of energy and to define the quantitative objectives and systems required. The country therefore
enjoys considerable potential in renewable sources of energy and the medium and long term objectives are far removed from current achievements, therefore offering many opportunities to enterprises operating in this sphere67.
As a matter of fact; Egypt recently created (June 2008) a regional center of excellence dedicated to
renewable sources of energy. This center which addresses the entire MENA region, has the task of
performing research on renewable sources of energy, offering consulting services to governments
and private enterprises, and promoting the transfer of knowledge and technology between enterprises and the governments of the region and the countries to the North, as well as managing training
programs to promote the establishment in the region of these technologies.
Given the abundance of hydrocarbons and very low prices on the national market, renewable sources
of energy did not receive enough attention in Libya, in spite of non negligible potential estimated at

67 PNUE, PAM and Blue Plan, 2007, Energy efficiency and renewable sources of energy – Egypt, Sophia Antipolis.
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20 percent of the total energy consumed68. Nevertheless, renewable sources of energy have been used
since 1976 to meet the needs of decentralized electrification. Projects are afoot for a salt water desalination plant, pumping for irrigation (100 sites) and a solar energy power plant (1MWp). Even if
SMEs can play a substantial role in these projects either directly or indirectly, effective implication
therein requires an adapted legislative and incentive-building framework.
In the Sudan experiments and policies dealing with renewable sources of energy focused in the 1980s
on solar energy and wind power for water pumps given the huge national desert space and difficulties in the supply of conventional types of energy. The Sudan also resorted to the biomass via the use
of agricultural waste from cotton (since 1982). In this way the technology of charcoal products from
wood provided by cotton stems and peanut shells is used. The country enjoys an immense potential
for renewable sources of energy thanks to its climate (solar and wind power resources) and the
hydraulic resources of the Nile. But the said potential remains largely underexploited.
A more conducive political and economic policy could push SMEs to invest in this area in the different regions of the country.
In considering this rapid examination of the different countries of the region it can be understood that
renewable sources of energy represent a promising sector that could foster the creation of enterprises, jobs and markets of promise, just as they are likely to turn into opportunities for regional positioning via the acquisition of expertise and the potential for the export of energy and dedicated types
of equipment.
To benefit from these opportunities, clear-cut and determined national strategies are required. In
countries like “Morocco and Tunisia the share of these types of energy is expected to increase
twofold to satisfy global energy demand, bringing it to 10 percent in 5 to 10 years”. However, many
problems remain and more efforts must be deployed “with regard to local production of the equipment required for the use of these types of energy, to capitalize on the multiplying effects thereof in
terms of growth and job creation69 meaning that adopted training must be provided’.
Such strategies therefore require that room be given to private enterprises, in particular SMEs,
whether for production and the management of renewable sources of energy, or the production of
equipment and training programs. The majority of the countries of the region have initiated national
strategies but the place for SMEs therein is not clearly defined.
6. Opportunities in Connection with renewed Interest in the rural World
Several countries have decided to redouble efforts for accelerating development of their rural areas70.
This trend creates double opportunities to be taken advantage of by SMEs:
- Rising demand by rural dwellers for services and goods of all kinds
- Growing needs of small farms for production and irrigation methods, adapted seeds, training and
access to information.
68 - Ibid.
69 - ECA-North Africa Office (2007, op. cit).
70 - Ibid.
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The countries of North Africa want to combat the emergence of two tier-economies: an urban world
under constant modernization and a rural world lagging behind. Small farmers in rural areas often
represent an important segment of the private sector. Income generating policies and the improvement of infrastructures and institutions will enable the populations to get the most out of their farms.
It is indispensable to create a climate conducive to agriculture. Efficiently administered agricultural
markets could lend support to a rural economy favorable to la SMEs by generating related activities
and providing encouragement to agri-food enterprises.
SMEs could also benefit from the increasing needs in management and biodiversity in the region. In
the arid areas of North Africa, biodiversity plays a predominant role for the well being of the local
population. Globally, Africa is awash with biodiversity. This biodiversity provides means of subsistence throughout the continent, in addition to food, water, shelter and protection. These natural
resources could constitute up to one fourth of total wealth of low income countries. This represents
an important share of the hope engendered by the sustainable development of this region71.
With well applied research policies and the fostering of innovation, SMEs could also benefit from
the development of the rural world via programs for the development of cutting edge technologies
such as biotechnology, the development of new seeds, and the marketing of micro irrigation systems,
With the rural world under development, SMEs must also meet the needs of rural populations in areas
up till now reserved to urban populations (leisure time activities of all kinds, bank services,
shops, etc.).
7. Opportunities linked to Integration into Globalization
In a context of growing globalization of economies, SMEs have to confront numerous challenges.
The need to increase competitiveness, enjoy rapid and steady access to information on markets and
have available adequate means of financing. However, globalization must also be understood as a
source of opportunities.
The quest for local and external markets is firstly a necessity for SMEs looking to expand their markets. However they will be called upon to capitalize on their knowledge of local conditions so as to
avoid being overtaken on domestic markets. Prospecting new markets is also a way to remain permanently on the lookout for the potential offered by international markets. The geographical proximity of North Africa to Europe, the Middle East and the remainder of the African Continent is a definite advantage for SMEs. Various free trade agreements also open up non negligible prospects on
market further a field in Asia and America, in a context of lower transportation and prospecting
costs72.

71 - Joghlaf A. (Executive Secretary of the Agreement on Biological Diversity), Keynote address at the ad hoc Experts Meeting on sustainable development in North Africa, Tunis, 18 November 2007.
72 - ECA-North Africa Office, 2006, Regional integration in North Africa: what points of insertion into the world economy? Forum for the development of North Africa, ECA -North Africa Office.
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However, benefiting from globalization is not a foregone conclusion. For SMEs to be competitive
they must first meet the prerequisites for the upgrading of their production apparatus and managerial practices (see chapters 3 and 4).
8. Opportunities linked to regional Integration
North Africa is far from reaching its potential for interregional trade. Compared to other regions, it
remains least integrated. Intra regional exports represent only 2.7 percent compared to total exports
against rates in other regions ranging from 10 percent to 30 percent.
A study conducted by the ECA North Africa Office on the commercial implications of integration
shows that it is possible to multiply trade between the region’s countries by 10 bringing it 30 percent of the total figures, which would lead to increasing exports by 33 percent among the countries
of the region73. Other studies show that more integration could allow North Africa to register at least
two points in growth74. Several SMEs have understood the significance of this market and that, in
spite of the sticking points, economic relations and the exchange of experience is possible. This is
the case of good practices that could be fostered so that more SMEs would participate in the development integrated North African market to achieve greater stimulus growth and created more jobs.
In addition, to struggle on international markets it is necessary to increase the global productive
capacity of the region and institute logistical chains that only greater integration could help achieve.
9. Conclusion
SMEs play and could increasingly play a central role in the various sectorial and/or transversal strategies of the region’s countries. They could benefit from the multiplying effect of “large projects” and
provide the greater number of good and services large size enterprises need and directly respond to
certain opportunities on markets of promise. In so doing, they would participate in the creation of
wealth, jobs and income, thereby helping to alleviate poverty and inequality. The constraints and
opportunities for sustainability make it a major actor in development of the region and potential factor of regional integration.

73 - ECA-North Africa Office, 2006c, Evaluation of the potential of regional integration in North Africa, ECA-North Africa Office, Rabat.
74 - These studies are listed in: ECA-North Africa Office, 2007b, "Trade for growth creating growth: Introductory note ", Forum for the development
of North Africa, 19-20 February 2007, Marrakech.
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Chapter III
SME Promotion Policies: Balance Sheet and Methods of Improvement
The governments of the countries de North Africa are aware of the key role played by the private sector in general and SMEs in particular for job creation, for alleviating inequality and for local development. Several initiatives for the promotion of SMEs then saw the light of day. The existence in the
seven countries of the region of extensive non-official sectors gives greater justification to the need
for such initiatives while complicating the task, given the difficulties entailed with transition.
The result of such policies differs depending on the degree of entrenchment of entrepreneurship and
the establishment of more or less efficient measures of support. A quick glance at the said policies is
given here prior to pointing out the problems and hurdles that still remain and before suggesting
some areas of reflection pertaining to a coherent framework providing structures to a series of recommendations targeting release of the potential for creation and development of SMEs in the
region’s counties. The framework opposed is based on taking into account the existence of problems
specific to each country and also the existence of problems shared by the countries of North Africa.
1. General Framework of Analysis and Summary of Policies
The general framework for presentation of the policies regard promotion of SMEs point out a series
of dimensions regarding the institutions, the financial and non financial measures, the globalization
and regional integration, and the systems of information. More specifically, this refers to taking into
account:
The institutional and political context: institutions, laws and strategies dedicated to SMEs,
Financial and fiscal measures, including with respect to foreign trade;
Non financial measures: administrative and legal formalities, measures in connection with technologies and R&D, sectorial measures concerning education and entrepreneurship, measures for reinforcing human capacities (management, human resources, supervision, in-service training) and measures
regarding quality,
Policies pursuant to globalization and regional integration,
Information systems on SMEs.
The box below summarizes the principal policies and measures implemented or scheduled to occur
by the seven countries
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Box 2. Principal policies and institutions for the promotion of SMEs

- SME and Crafts Ministry
- National SME development
Agency (since 2005)
- National Council for the
Promotion of Sub-contracting.

- Small and Medium Enterprises
Development Unit (Ministry of
Finance).
- General Authority for Free
Zones and Investment (medium
enterprises)
- Industrial Modernization Center

- The National Council for
economic development looks
after the promotion of SMEs
- An organization for the
promotion of dedicated SMEs in
the project stage

National Agency for the promotion
of SMEs (ANPMEs) (since 2002)

Orientation law for the
promotion of SMEs (law n° 0118 of 12 December 2001)

Enactment of the law on the
development of small enterprises
in 2003.

In project stage

SME Charter put in place in 2002
representing the terms of
reference of the State.

Determination to strengthen
the global and integrated
character of policies pursuant
to SMEs via the reinforcement
of commercial, technological
and industrial policies, as well
as the policy on competition

- National strategy for the
development of micro and small
enterprises (2008-2012)
- National law on micro
financing- Industrial
modernization program
- National strategy for economic
development (creation of
350 000 new jobs by SMEs each
year up to 2017 + growth in
exports)
Industrial modernization program

National SME program (
in force since 2007.

Upgrading program

- Installation of services
external to the Ministry;
- Local and regional
development fund
- Emphasis on harmonization
between the incentives and
the land planning diagramDerogatory regime for
installation in certain areas.

- National Consultative
Council for the promotion of
SMEs (since 2003): the
tripartite body joining together
SMEs, their professional
associations and the public
sector
- Absence of independent
mechanism for monitoring and
assessment of measures of
encouragement to SMEs

- Guarantee fund for credit to
SMEs (FGAR)
SMEs)
- Decision to create
specialized finance companies
(factoring, risk capital, leasing)

48

)

No

The "Emergence" program lends
particular importance to SMEs

- Upgrading program
- Competitive modernization
program
- Network of regional stakeholders
for the competitive modernization
of enterprises (RIMANE)
- Support structures set up in the
various regions of the country
constituting relays at the regional
and sectorial level, of the actions
of ANPMEs for assistance to
enterprises.

Resource center (in the
Industrial modernization Center)
created in the principal industrial
centers of the country, technical
support for strategic analysis,
market study, advanced learning
of managerial staff, corporate
planning, design of product and
quality assurances, access to
technologies and preparation for
exports.
- Small and Medium enterprises
Development Unit working in
cooperation with the different
partners.
- Absence of independent
mechanism for monitoring and
assessment of measures in
support of SMEs

Incubators set up in the various
regions of the country.

A strong partnership framework
between the public and private
sectors is planned in view of
developing better regulation of
the business environment

- Partnership between the State,
SMEs and professional
associations consecrated by the
SME Charter
- Specific code of good SME and
family enterprise governance
practices (2008)
- Absence of independent for
monitoring and assessment of the
measures taken in support of
SMEs

- Social development fund giving
technical assistance to financing
and loan agreements with SMEs
- Creation of an exchange for
SMEs: NILEX

- Guaranteed loans for incubator

- National upgrading fund
(FOMAN)
- Mobilization credit line at
concessionary rates.
- 11 credit guarantee systems exist
- Introduction of risk capital by
inducing risk capital investment
bodies to invest at least 50 percent
of their net situation in SMEs
stock exchange is encourages
after the creation of two new
compartments.

for loans and investments
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2. SMEs Promotion Policies Strategy in the countries of North Africa
Well aware of the position of SMEs in modern and diversified economies, the governments of North
Africa have initiated policies, set up institutions and implemented programs with the aim of
2.1. SMEs Promotion Policies in Algeria
Rekindling of the economy via the promotion of SMEs is crucial for economies in transition toward
market-based systems. The policies applied in Algeria fall within the framework of investigating the
advantages offered by a liberal economy via the adoption of a policy emphasizing the private sector.
This orientation is justifiable especially considering that the country is in the process of signing a
series of free trade agreements and continuing negotiations for membership in the WTO.
The governmental authorities above all seek to impose the principle of the State as a facilitator,
reducing direct intervention in economic activities and playing the role of promoter of private initiatives and developer of basic infrastructures. All these components should contribute to the development of SMEs.
Private Sector Development Strategies
In the mid- 1990s, Algeria initiated a process for opening up to the market economy, the liberalization of trading activities, and support to national and international investment.. The first stage of the
reform process (structural adjustment program) was followed by a second generation of reforms targeting integration into the world economy, reform of the public sector and privatization, reform of
the banking and financial sector, liberalization of infrastructures, modernization of public finances,
development of agriculture, promotion investment and improvement of the corporate environment,
improvement of the regulatory and institutional framework (trading code, trade register, etc.).
Today the private sector plays an important role in the Algerian economy and has shown great potential over the past few years having registered sustained growth. In 2007 it represented 80.8 percent
of value added, outside hydrocarbons75, while only ten years previously it accounted for only 71.2
percent (1997).
The private sector promotion policies focus around a dual approach: promotion of large projects, foreign direct investment and support for the development of SMEs.
Action by the private sector is based on the establishment of collaboration with the public sector via
the setting up of forum joining together the various parties of interest and the State, which should
contribute to highlighting investment opportunities and the development public/private partnerships.

75 - With hydrocarbons the private sector represents 42.5 percent of GDP (data of National Statistics Office: www.ond.dz). These calculations are done
exclusive of VAT and customs duty.
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SME Promotion
The measures adopted for giving new impetus to SMEs target the strengthening and stimulation of
economic growth. This means placing the development of SMEs into a dynamic of change and technological adaptation, and fostering the creation of new enterprises while directing them toward diversification of the fields of activity. It also signifies setting up of a legislative and regulatory framework
conducive to the expansion of SMEs, fostering competitiveness and support for export of goods and
services provided by SMEs.
Over the past few years in Algeria the number of SMEs saw uninterrupted growth, even if below the
official objectives set for national development76. Given the importance attached to SMEs as engines
of growth and source of job creation and given the many impediments they have to cope with, in particular with regard to access to credit and administrative procedures, a series of policies and measures has been undertaken by legislators. The promotion of SMEs constitute a central point of the
development strategy of the country and part of the second generation of reform priorities, especially considering that the development of SMEs is deemed to be the best way of fighting against the
non-official sector.
In 2001, an orientation law for the promotion of SMEs (law n° 01-18 dated 12 December 2001) was
enacted. This law provides the sector with a legal structure for the purpose of allowing to develop in
a healthy regulatory and institutional climate and to benefit from the necessary support measures.
In 2002 the government launched a program through which it aims at establishing a “SME installation map” to determine the local investment opportunities offered to national and foreign investors.
According to this system a global approach to the attractiveness of foreign direct investment is being
taken into consideration.
The public program for the development and promotion of SMEs in based on seven strategic aspects:
- Diversification and densification of the economic fabric in its various components (industrial, service, craftsmanship) stressing high value added activities with high export potential;
- Strengthening and preservation of the potential of existing SMEs with appropriate support measures;
- Establishment of a local organization of the Ministry of SMEs and Craftsmanship de-concentrated
and well adapted to the new economic environment;
- Emergence of new enterprises in a dynamic of growth an technological adaptation (promotion of
SMEs in the new economy by incentive-building measures);
- Closer connection and collaboration with the associative movement and employer organization
linked to the world of the enterprise;
- Taking hold of an enterprise culture by civil society and educations institutions;
- Craftsmanship heritage restoration and preservation77.

76 - The number of SMEs must arrive at more than one million units (currently is of less than 300 000 units) to allow the national economy to reach
an annual growth rate of 7 percent.
77 - See the website of the Ministry of Small and Medium-size Enterprises and Craftsmanship: http://www.pmeart-dz.org/fr/government.php.

54

SMEs actors for Sustainable Development in North Africa

This program forms a part of the framework for improvement of the business environment via the
creation of “facilitation centers” and incubators for innovative SMEs, promotion of sub-contracting,
implementation of a national upgrading program for SMEs with export potential, the restoration and
preservation of craftsmanship heritage via training endeavors as well as customs support measures,
along with new financial instruments better adapted to small and medium-size enterprises.
The task of the facilitation centers is to foster the circulation of information, ensure orientation and
to work with SMEs at the national and local level. The recent creation of enterprise incubators, in the
framework of technology park, is geared to welcome and assistance for limited periods of time, burgeoning enterprises and project developers by offering tailor-made services and counseling, and creating a meeting place for business circles and local and central institutions and administrations. The
task of the program is to foster innovative activities through the development entrepreneurial competencies, the setting up of innovative projects by researchers, and promoting incentives to young
university people for enterprise creation.
Given the high mortality rates of SMEs, normally during the early stages of their life, access to
financing becomes difficult if not impossible in the absence of guarantees. To confront with this situation, Guarantee Fund for loans to SMEs (FGAR) and the Guarantee fund for investment loans
(CGCI-SMEs) were set up. The FGAR which is a national guarantee body for loans to small and
medium-size enterprises was created in 2002 (in application of the SME orientation law) and began
operation in 2004. Its principal objective is to “facilitate access to medium term bank financing to
help the start-up and expansion of SMEs by granting loan guarantees to commercial banks for completing the financial packages of viable enterprise projects directed to the creation and/or development of enterprises ”. FGAR aims at facilitation access by SMEs to bank loans by assisting sharing
of the financing risk of SMEs with the banks. To do so, it helps SMEs by giving direction for the
constitution of viable projects promoting longevity in an increasingly complex and competitive environment78.
The CGCI-SME guarantee fund came into being after the first “National small and medium-size
enterprise Conference” held in January 2004. This is a joint stock company created in the same year
with the task of “guaranteeing the reimbursement of bank loans contracted by SME for financing
productive investments for goods and services entailed with the creation and extension, as well as
renewal of equipment ”79.
In addition, to meet the requirements of certain specific financing needs of SMEs , such as factoring,
risk capital, and leasing, the government decided the creation of specialized finance companies (SFS).
To foster investment and the creation of new enterprises, other fiscal, financial and monetary incentives were implemented while taking account of the sectorial and territorial dimensions of development. A derogatory system in support of SMEs was set up, in particular for those establishing busi78 - It intervenes in the granting of guarantees in support of SMEs investing in the following areas: enterprise creation, renovation of equipment, taking
out equity and stakes. The percentage of the guarantee varies from 10 percent to 80 percent of the loan (minimum amount of guarantee per enterprise
is of 4 million dinars and maximum amount of 25 million dinars). See website FGAR: http://www.fgar.dz.
79 - To carry out its mission, FGAR cooperates with SME Euro Development.
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nesses in zones designated for promotion (commercial activity zones, industrial and tourist zones,
new investment spaces such as techno cities and incubators), in harmony with the national land-use
scheme. In addition, access to land is often a hurdle difficult to surmount in the investment chain, so
it was decided to establish a guide with the purpose of clearly stating the land access system, as well
as the creation of a new management model implicating the operators themselves in the management
of the said zones. Another tool for development is the national craftsmanship strategy80.
As the production fabric suffers from high geographical concentration of SMEs in the northern
regions, a regional and local development fund was set up. The objective of this tool is to push developers and investors to invest in regions where economic activities are little developed and SMEs not
particularly prevalent. In November 2003, some external services of the Ministry of SMES and
Craftsmen were created, as well as support programs at the local level.
The promotion of SMEs led not only to the establishment of a Ministry dedicated to the sector, but
also the creation of the National Agency for the SME Development (AND-PME). Created by decree
in May 2005, this entity is designed to implement SME promotion and development policy, in particular the national program for upgrading of SME and sector programs.81. The agency was also created to promote expertise and consultancy addressing SMEs, the evaluation of efficiency of execution of sectorial programs and, where applicable, to suggest the necessary corrective measures, promote technological innovation and the use of new information and communications technologies, the
dissemination of information specific to SME activities and coordination of the various upgrading
programs for the small and medium-size enterprise sector.
To complete and strengthen the institutional architecture for promotion of SMEs, and to put in place
structures likely to attract and reinforce participation of the relevant parties, the legislators instituted
two consultative councils under the aegis of the SME and Craftsmanship Ministry. This refers to the
National Consultative Council for the promotion of SMEs (CNC-SME) and the National
Consultative Council for the promotion of sub-contracting.
The CNCE-SME which dates from 2003 is a tripartite body composed of SMEs, the professional
associations thereof and the public sector. Chaired by a representative of the private sector, it targets
the reinforcement of collaboration with intermediate spaces via the contribution to reflection and proposals, of the local and international lobbying), the dissemination of information (web portal, BDS)
and the search for partnerships.
As for the National Consultative Council for promotion of sub-contracting (CNC), its task is to propose any measure allowing better integration of the national economy, assist insertion of national
SMEs into world sub-contracting networks, promote partnerships with major local and foreign originators, assist the enhancement of the potential of SME sub-contracting and coordinate the activities
of the sub-contracting and partnership exchanges (BSTP). In this respect, to be recalled is that these
80 - Presidential decree n° 04-134 (29 Safar 1425 corresponding to 19 April 2004) establishing statues to the investment loan guarantee fund for SMEs.
81 - Brahiti A., 2008, “Policies for the promotion and development of SMEs and upgrading and challenge thereof, experience of Algeria, Ad hoc
Meeting of experts, 8-10 March , ECA-AN, Rabat.
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exchanges, in existence since the early 1990s, are there to contribute to the densification of the SME
fabric82. They are composed of technical information centers, for the promotion and establishment of
relations between originators, suppliers and sub-contractors to obtain optimum use of the productive
capacities of the affiliated industries. They are organized in the form of non-profit industrial associations and managed by skilled entrepreneurs. The exchanges serve as meeting places and instruments
for regulation between supply and demand to industrial sub-contracting and also to act as instruments
for assistance to partners, particularly to small and medium size suppliers and sub-contractors.
Another important aspect of the SME promotion and support policies concerns competitiveness. The
opening up of the Algerian market to competition (Association Agreement with the European Union
and future membership in the WTO) makes it indispensable for SMEs to upgrade, to reinforce their
competitiveness and develop market shares on the national and international scene. Upgrading
requires improvement of the SME environment as such enterprises are considered an important factor in competitiveness.
The upgrading program (2000-2007), supported by the European Commission, is for SMEs with
more than 20 wage earners in the banking and finance sector and support structures (employers’
organizations, professional associations, chambers of commerce and industry, sub-contracting
exchange, etc.). The program objective is to help SMEs adopt good management practices, reinforce
their human resources (supervision and in-service training), improve understanding of the market
and apply a permanent development and research strategy regarding innovation. A second upgrading
program, called SME-II (2007-2010) has the aim of consolidating the lessons learnt during the first
program in order to direct SMEs toward quality assurance and the integration of new information and
communications technologies.
The law on the promotion of SMEs also foresees the development of an economic information system which makes it necessary for bodies, enterprises and administrations to submit to the dedicated
structures the information listed on the data sheets in their possession. In particular, this information
is relevant to the identification and localization of enterprises, the size and sector of activity, the
demography (creation, and of change in activity) and the economic indicator characteristic thereof.
In addition, the same law stipulated the creation of a databank on SMEs, adapted to the latest computer technologies in order to serve as support thereto. More concretely, this refers to a control panel
of economic indicators painting a picture of the sector dynamics, the establishment and monitoring
of an SME map, devising of a SME portal, the organization of a first general census of enterprises
as well as the conducting of economic studies on the branches and segments and information note on
the economic situation of small and medium-size enterprises.
In addition, the strategy adopted by the State in support of the private sectors and SMEs was strengthened by international cooperation programs. This refers to the integrated UNIDO program, the SME
Euro-Development (MEDA program), GTZ projects (German bilateral cooperation), the IFS program, and the (MEDA) program. The majority of these programs are a part the SME upgrading policy initiated in early 2000.
82 - Ibid.
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As for acquiring the entrepreneurship spirit, Algeria has made noteworthy progress, in particular outside the official schooling system, through the National Agency for the Employment of Youth
(ANSEJ), the National Learning Development and in-Service Training Fund (FNAC), the National
Microcredit Management Agency, in spite of the fact that there is still no global framework making
possible coordination of all these entities. At the level of general education, promotion of the entrepreneurial spirit from a very young age remains limited83.
As for regional integration, to be noted is the existence of a few partnership experiments between
Algerian and other North African SMEs. Mention can be made of the support service market (consulting and training) with market consortium MEDA SMEs in a European Algeria-Tunisia
Partnership for the provision of computer-based solutions (ERP, GMAO, GPAO)84.
International trade shows in North Africa also constitute an occasion for entering into new partnerships or projects among the enterprises in this region. The Algiers International Fair (FIA) allowed
Algerian enterprises to establish contacts with many exhibitors of North African countries and to initiate partnership and joint venture projects with enterprises from Tunisia, Morocco and many other
countries. Many Egyptian enterprises are beginning to set up businesses in Algeria (EZZ Steel
Company), principal iron and steel operation in the Middle East, (Orascom Construction Industries,
etc.) and an economic forum between two nations was born to foster interchange and investment
between these entities. The third session of the economic forum of the two countries held in
December 2007 in Algiers saw the creation of an Algerian-Egyptian investment company with an initial capital of one million dollars, with the aim of developing economic and industrial cooperation
between both countries.
These examples of partnership between Algerian and other SMEs and enterprises in North Africa,
however, remain limited and well below their true potential. The development of direct and indirect
meeting spaces between enterprises (fairs, forums, virtual spaces), and links between agencies and
public administrations, the devising and/or implementation of partnerships and free trade agreements, etc.) constitutes the basis of what could become a tremendous SME growth engine and contribution to sustainable development. The announcement in late 2008 of the membership of Algiers
to the great Arab free trade zone and the preferential trading agreement with Tunisia constitutes yet
another step in this direction.
Algerian SMEs took advantage to the fostering and assistance policy put in place by the public
authorities, but the multiplicity of institutional actors and their spread out nature renders the public
entity overly complex, suffering from problems of coordination, and clarification of tasks and prerogatives.

83 - Brahiti (2008, op. cit.).
84 - European Commission and OECD (2008), Report on the implementation of the Euro Mediterranean Charter for enterprises, Luxembourg, Office
of Official Publications of the European Communities.
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The SME sector also suffers from problems induced by the transition to the market economy, the PAS
having been applied to an industry heavily hit and made fragile by the on-going recession. Hence,
the share of the manufacturing industry in GDP permanently dropped, on average from 12.6 percent
for 1963-1986 to 6, 6 percent for 2000-200585. At the same time, the hydrocarbon sector maintained
its position in the economy as its share in GDP rose from 30 percent in the 1990s to 46 percent in
2006. Hydrocarbons largely contributed to growth by 43 percent in 2005, vs. 4 percent for industries
other than hydrocarbons86. This is proof enough of the low degree of diversification of the Algerian
economy also evidenced by the very limited diversification of exports (manufactured products represent a tiny share: 2 percent in 2003).
In spite of the efforts deployed the business environment remains insufficient for reinforcing the
competitiveness of SMEs, particularly with regard to access to bank credit, industrial land, preference for the non-official economy, complicated administrative formalities, and the information system87. Other limits were revealed by a survey conducted by the EDSME program (Euro Development
of SMEs): scattering of employers’ and professional associations and weakness of the corresponding
support services, the insufficiency of services offered by other support structures (chambers of commerce and industry, sub-contracting exchanges, technical support centers), weakness of the in-service training system and consultancy firms as well as other training institutes. The assessment study
on the business climate regularly conducted by the World Bank suggests that the principal constraints
remain focused on access to credit, the acquisition of land, unfair competition from the non-official
economy and the tax system.
Further, the dual approach consisting of encouraging large investment projects (including EDI) and
SMEs suffers from disequilibrium detrimental thereto with regard to financial resources and logistics88.
Today the public authorities are aware of the need to reinforce the global and integral nature of the
policies to the benefit of SMEs via the reinforcement of the commercial, technological and industrial competition policies.
Strengthening of the competition policy is accomplished via growing resources and more power
being handed over to the competition Counsel, the fight against the non-official economy (through
lowering customs duty, taxation on the threatened sectors), devising and establishment of norms corresponding to international standards, setting up systems enabling SMEs to bid on government contracts.
Strengthening of trade policy requires equity between domestic and international enterprises, the
adoption of financial measures and tax advantages in support of exporting enterprises, support for
promotional production campaigns, and availability of updated information on market configurations.

85 - Brahiti (2008, op. cit.).
86 - Bennaceur S. et al., 2007, Evaluation of enterprise upgrading policies on the southern bank of the Mediterranean, case of Algeria, Egypt, Morocco
and Tunisia, FEMISE, Marseille.
87 - Ibid.
88 - Bennaceur et al. (2007, op. cit.). Also see European Commission and OECD (2008, op. cit.).
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Strengthening of technological policy leads to the creation of professional segments adapted to the
needs of industry, facilitation for obtaining patents, facilitation of research and development of
financing and tax decreases applied to investments in research and innovation.
Strengthening of the industrial policy aiming at improvement of the operation of industrial markets
and the elimination of market deficiencies require the adoption of strategies founded on analyses of
the segments and product/market combinations, support for the emergence of large enterprises and
leaders in the various industrial branches (likely to expand the partnership and sub-contracting network with SMEs); promotion of sub-contracting between the countries of North Africa (reinforce
and/or finalize connections between sub-contracting exchanges)89.
2.2. SMEs Promotion Policies in Egypt
Like the other countries of the region, over the last decade Egypt has initiated a vast program for
restructure its economy. The strategy adopted mainly consists of promoting the private sector in general and SMEs in particular.
Private Sector Development Strategies
The process of adaptation of the Egyptian economy was initiated in the early 1990s via application
of the structural adjustment program in collaboration with the World Bank and IMF. However, the
transformation induced neither progression of technological sectors; diversification of exports nor
effective positioning in the dynamic sectors of the world economy. In 1998, Egypt entered into a
phase of deceleration with growth well below past performances insufficient for insuring the
advancement of per capita income.
This situation which continued to 200490 led the Egyptian authorities to adopt a new policy of structural reforms and integration into international trade. The program for these reforms makes the modernization of the Egyptian economy and integration into world trade one if the priority objectives.
The said objectives consist of raising the competitiveness of professional associations.
Egyptian exports are concentrated on products the international prices of which constantly fluctuate
(energy, cotton, agricultural products), therefore the Egyptian authorities in 2001 launched a farreaching program for the development of exports. This deals with the gaining of tax reductions for
exports in certain targeted sectors, the promotion and restructuring of commercial representation
offices abroad, the establishment of financing funds for projects designed to assist exports, and the
development of special economic zones, the launch of logos for key products reserved to export.
Along the same lines, a new law for the promotion of exports and the development of special economic zones was instituted in 2002, and a restructuring process by the Ministry of Foreign Trades
was also launched.

89 European Commission and OECD (2008, op. cit.).
90 Brahiti (2008, op. cit.).
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In the framework of this restructuring, three areas rapidly experienced substantial change: tariff
reforms, tax legislation and restructuring of the financial sector. Tariff reform was begun in
September 2004 with a sharp decrease in customs duty and genuine simplification of the structure of
Egyptian tariffs. This reform appears to have borne fruit in the short term as imports grew twofold
over a period of three years. A new unilateral customs reform initiative occurred in February 200791.
In June 2005, new fiscal legislation was adopted reducing by half the rates of taxation on individual
people and corporations, with the objective of compensating the said reduction by rapid enlargement
of the total number of taxpayers and the fiscal base of taxable incomes.
The financial system was also concerned via restructuring measures, primarily of the banking sector.
Also targeted was confirmation of the principle of adjustment of balance sheets and the disengagement of the State. At the same time, the Egyptian authorities largely proceeded to the liberalization
of money and financial markets and foreign exchange rules.
The government actively stimulated the program of privatization of state-run enterprises, particularly banks, retail businesses, cement and telecommunications.
To attract foreign investment Egypt developed several free trade zones. Investors in these free trade
zones and 39 private zones are exempted from import and export customs formalities. They are also
exonerated from customs duty, sales tax and all other duty and taxes for the duration of each project.
Egypt adopted a law on intellectual property and fresh legislation to fight against money laundering.
New legislation on competition and the forbidding of monopolistic practices is now in force. Hence,
Egypt signed more than 50 bilateral agreements with a number of countries for the protection of
investments.
In Egypt, investments are managed by the General Authority for Free Zones and Investment (GAFI),
which gradually transformed itself into an Agency for the promotion and facilitation of investments.
The GAFI set up a single window joining together the representatives of governmental agencies in
charge of administrative formalities connected to foreign investment. Henceforth, new corporate
entities can be created in a timeframe of only 48 hours.
Several legislative measures were adopted in 2000 to make national legislation compatible with the
commitment to the WTO. In this way a substantial drop in customs duty, the discontinuation of most
of the other taxes on exports and imports and the simplification of customs formalities was obtained.
Likewise, in 2005 corporate tax was reduced from 42 percent to 20 percent, in addition to the implementation of automatic tax collection procedures. The country also adopted as of 2003 a floating
exchange system with the setting up of interbank exchange markets causing the quasi disappearance
of the parallel market92.

91 - Economic growth has registered a net rebound since 2005 (+ 6.8 percent in 2005/06, + 7.1 percent in 2006/2007 and about 7 percent expected
for 2007/08).
92 - Economic mission (France), 2008, Economic and financial situation of Egypt, Cairo, April.
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Egypt also seeks integration into several regional markets via memberships in free trade zones such
as COMESA (Common Market for Eastern and Southern Africa) since October 2000, signing in
2001 of an association agreement with the European Union (entering into force in June 2004), membership in the Arab Free Trade Zone, a free trade agreement with Morocco, Tunisia and Jordan
(entering into force in late March 2007). Egypt also signed bilateral free trade agreements with several Arab countries, in particular Tunisia, Lebanon, Jordan (all in 1998) and Iraq (2001). The implantation of such agreements could give new impetus to trade and partnership between Egyptian and
other North African SMEs, particularly in Morocco, Tunisia and the Sudan.
During budget year 2007-2008, a law on economic tribunals was enacted. The setting up of the said
structures has the aim of establishing a specialized legal system to rapidly deal with economic litigation.
The progress made with regard to customs assessments, the rationalization of foreign exchange control bodies and protection of intellectual property shows promising signs. However, these texts still
have to cope with often imperfect and not very homogeneous implementation.
Generally, this far-reaching modernization program launched by the government is supposed to contribute to the reestablishment of confidence among investors and definite improvement in the business environment. However the difficulties in building up a dynamic private sector remain many,
above all for SMEs.
SME Promotion Policies
The challenges faced by the Egyptian economy in the form of job creation, the fight against poverty, growth, economic diversity and integration into the world economy have pushed the government
of Egypt to work out a series of reforms targeting liberalization of the economy and strengthening of
the private sector. With SMEs contributing to more than 97 percent of the non agricultural private
sector, they constitute a priority target of such reforms.
Therefore, the national economic development strategy envisaging the yearly creation of 550 000
new jobs to 2017 designed to absorb new job seekers (estimated at 513 000 per year) and to reduce
the current rate of joblessness, deems that SMEs could be expected to create annually 350 000 jobs,
i.e. almost half of those needed. SMEs are also asked to contribute more to the country’s exports.
SMEs however, have to deal with many constraints limiting their performance and contribution to
sustainable development of the country. With regard to non financial constraints, mention is often
made of institutional impediments, in particular those linked to the conditions of registration and
obtaining licenses difficult fulfill, other constraints concerned with marketing (the identification of
outlets and investment opportunities). Constraints regarding organization and management are often
identified signifying insufficient competency, very limited use of up-to-date management techniques
and low degree of integration of new information and communications technologies. As for financial
constraints, this mainly concerns limited access to capital and financial services likely to meet their
requirements on a long term basis for purposes of operation and fixed assets93.
93 - Bessamra S., de Saint-Laurant B. (eds) (2007, op. cit.).
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To overcome these hurdles, the Egyptian government took a series of measures. A law on the development of small enterprises enacted in 2003 came into force in 2004. This law deals with problems
of registration, obtaining of licenses, identification of investment, as well as the management of
enterprises. Nevertheless, it is limited to micro and small enterprises (defined as enterprise whose
registered capital is less or equal to one million Egyptian pounds). The law was implemented by one
of the main institutions in charge of SMEs (especially micro and small enterprises) constituted by the
Interdepartmental Social Development Fund attached to the Prime Minister which as been in existence since 1991. Through the National Strategy for the Development of Micro and Small enterprises (2008-2012) and the National Strategy for micro financing, the Fund provides a certain number of
actions for support to medium and small enterprises along with simplification of administrative procedures.
As for non financial constraints, note should be taken to programs designed for improving the general business environment emphasizing reform of the taxation system and customs administration, as
well as programs for strengthening competencies in a competitive environment (“Skills for
Competitiveness”, program with support from USAID). Other programs target – PME/POL – which
help the public authorities develop policies likely to support the development of SMEs (with assistance by the Canadian International Development Agency) and technical professional/assistance
development programs (with help from KfW, GTZ, DANIDA)94.
The Small and Medium Enterprises Development Unit which is a part of the Ministry of Finance has
the task of developing fiscal policies leading SMEs to move into the official sector. To so do, this
unit works in cooperation with the relevant parties while taking inspiration of best international practices to identify and try to do away with the constraints with which SMEs are confronted.
Generally, the SPE development unit works on the following aspects deemed to be the most important:
Development and updating of a general political framework for micro, small sand medium enterprises
(MSMEs) in Egypt, which led to the joint devising of a “Enhancing Competitiveness for SMEs in
Egypt” document and corresponding action plans:
Development of an operation definition of MSMEs;
Improvement of access by MSMEs to financial services;
Use of government contract as stimulus to the development of MSMEs;
Reform of regulations to reduce costs at various stages in the life of the enterprise;
Promotion exports by SMEs.
Among the principal achievements of the Unit is the simplification of all the legal and administrative procedures in the framework of an extensive fiscal reform attempting to be a comprehensive one.
Further to examination of the full gamut of regulations in connection with economic activity (taxation, customs duty, economic tribunals), thousands of regulations were discontinued in the various
ministries and departments.

94 - African Development Bank2006, Arab Republic of Egypt: project for support to small and medium-size enterprises, ADB, Tunis.
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With regard to financing, banks are relatively reluctant to grant loans to SMEs because of the high
risk attributed to this type of enterprise. Therefore, other forms of financing are sought (non-official
loans, client advances, supplier credit). For that reason the Social Development Fund through the
Small Enterprise Development Organization) provides technical assistance and grants loans to
SMEs. However, in spite of these efforts, to which many foreign financing agents contribute, the
number of SMEs receiving help remains relatively limited representing no more than 10 percent of
the total number of small and medium-size enterprises giving evidence to the financing deficit of
such businesses in Egypt.
The Investment Ministry also plays a role in support of SMEs with regard to medium enterprises, as
the General Authority for Free Zones and Investment deals exclusively with medium and large size
enterprises in order to facilitate the procedures connected to investment and the promotion of investment possibilities in Egypt.
The Industrial Modernization Program now underway is the most comprehensive of the efforts set
forth for SMEs by the Egyptian authorities. In place since 2001, it is designed to support international competitiveness of enterprise in the private industrial sector, to take advantage of the opportunities offered by access to world market and by the progressive entry of free trade with the European
Union.
The main objective of the program consists of lifting the non financial obstacles hindering the growth
and development of industrial enterprises. The development of SMEs constitutes the essential part of
this program. It is in this framework that the Industrial Modernization Center (IMC) was created to
implement the various program activities:
- Technical assistance to industrial enterprises seeking to improve competitiveness via offering
numerous training and consulting services for modernization of production, quality, strategic planning, services for the development of market and promotion of exports;
- Technical assistance to representative organizations of enterprises (Federation of Egyptian
Enterprises, sectorial chambers of commerce, etc.) for improving the development service level of
enterprises;
- Technical assistance to professionals in enterprise development via advanced training of Egyptian
consultants, advisors and trainers;
- Implementation of a national quality assurance plan for providing support to the creation and modernization of Egyptian approval bodies recognized at the internal levels, as well as the implementation of national Egyptian standards in harmony with international standards;
- Creation of a unit dedicated to strategic reforms regarding the policies that institutions apply to
improve the competitiveness of industrial enterprises, and the devising of an industrial sector policy
as well as strategic sectorial studies;
- Support for financing which constitutes a more recent components of the program (November
2003) with the objective of not directly financing SMEs but rather of helping them obtain such
financing (improvement of solvency by guarantee mechanisms, technical aid for the establishment
of lean applications, establishment of a fund for private endeavor to invest in joint ventures created
by Egyptian and foreign industrialists).
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The Industrial Modernization Center also lends technical assistance to SMEs via the establishment
of resource centers created in the country’s main industrial centers. The services offered concern a
variety of fields such as strategic analysis, market analysis, advanced training of managerial staff and
enterprise planning, the devising of product and quality assurance, access to technologies and loans,
as well as preparation for exporting95.
With regard to innovation, the governmental orientation depends on the industrial development strategy in the medium term for sustainable technology transfer and in the longer term, the transition from
policies of adaptation to policies of innovation. To do so, technology transfer and innovation centers
are created for developing R&D capacities in certain strategic sectors. These centers are run in the
framework of public/private partnerships and their activity is governed by demand. Two technology
parks have also been created (Moubarak city for scientific research and technological applications
and the “smart” village).
The Industrial Modernization Center works in collaboration with the Ministry of Higher Education
and Scientific Research for associating industry to R&D. The Egyptian incubators program was
launched in 1995 by the Social Development Fund, the World Bank and the Egyptian Incubator
Association (EIA), but more in the perspective of job creation than the fostering of innovation96.
With regard to learning about the entrepreneurship spirit, it is generally the lack of specific recognition of the entrepreneurial spirit that is missing as a key component. In the field of vocational training, the strategy carried out looks only at professional competencies to the detriment of the entrepreneurial spirit. However, there is a certain amount of interest at the Ministry of Higher Education for
developing the entrepreneurial spirit on university campuses. The education, training and employment Observatory as well as the National Competitiveness Council could join hands with the
Ministry to formulate concrete projects in this direction. With regard to the development competencies related to enterprises, a certain number of training services in support to Egyptian enterprises for
international trade exist, in particular in the field of international standards and exports and with
regard to general, professional and management competencies.
2.3. Policies for SMEs Promotion in Libya
For thirty years an economy almost entirely dominated by the public sector was developed in Libya.
This situation began to change in the early 1990s when the governmental authorities became more
conducive to structural reforms. They began by supporting the gradual retraction by the State from
productive sectors and to limit State intervention in the economy.
Private Sector Promotion
The principal directions taken have to do with privatization, reform of the banking and finance sector, and diversification.
95 - I bid.
96 - Ibid.
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Law n° 9 of 1992 authorizes individuals to partake in economic activities by the enlargement of
access to private ownership. This law also provides the framework for privatization operation of economic activities and spells out the modalities thereof. The said law authorizes the individual or corporate persons who can engage in wide variety of economic activities.
In addition, this law defines the methods of privatization reserved to public institutions, the objective
being to promote the private sector and turn it into a pillar of the economy with regard to the creation
of wealth and jobs. In 2003 this became reality with the devising of a list of 360 enterprises that could
eventually be privatized (including 41 opening to foreign capital) for 2004-2008, in a variety of sectors (steel, chemicals, petrochemicals, agriculture, agri-food industry, vehicle assembly, textiles and
leather, and cement). Less than one fourth of these enterprises were privatized and the remainder followed an upgrading program to prepare for privatization97.
In 2004, a new banking law was adopted the principal feature of which is the reinforcement of the
role of the central bank and liberalization of the banking sector. Thus, the private sector possesses the
major share of capital in a certain number of banks and the government undertook a series of reforms
of the financial sector principally focusing on the privatization of state-owned banks and the modernization of the payment system. Other measures were adopted to simplify the procedures for setting up businesses.
For many years, the Libyan authorities have been aware of the importance of diversification of the
national economy. This issue forms a part of governmental programs and strategies, especially considering that it goes hand in hand with the determination to foster greater implication of the private
sector in the diversification strategy.
With regard to foreign trade, a new commercial liberalization policy was initiated and exchange rates
were unified. In addition customs exonerations enjoyed by public enterprises were lifted.
Libya is also negated in several processes of regional integration, among which the Arab free trade
zone and the Community of Sahel and Saharan States (CEN-SAD). The country also initiated the
process of membership in the WTO and the Euro-Mediterranean Partnership (Barcelona Process)
aiming at the establishment of an Euro-Mediterranean free trade zone.
In spite of these undertakings, the Libyan economy remains strongly concentrated and little diversified. More than 90 percent of Libya’s exports consist of hydrocarbons (95 percent in 2006 and 99
percent in 200798) and the petroleum sector over the past few years has been the majority contributor to GDP (74.1 percent in 2006 vs. 37.5 percent in 2001) while outside hydrocarbons, industry and
commercial services represented only a very small share (2.7 percent and 10.1 percent respectively
in 2006). In addition, economic isolation and international sanctions lasting many years led to the
obsolescence of a great number of economic establishments.

97 - European Commission and OECD (2008, op. cit.).
98 - OECD and African Development Bank (2008), Economic outlook in Africa 2007-2008, ‘OECD Editions, Paris.
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SMEs Promotion
According to a decision of the general people’s committee in 2006, SMEs are deemed to be enterprises employing fewer than 50 people and having invested less than 5 million Libyan Dinars99.
Interest in SMEs and in productive projects carried out by private citizens is relatively recent. In 2002
a budget of 195 million Libyan Dinars was earmarked in the framework of monies in support of
SMEs.
Libyan SMEs are beset with several problems concerning the inadequacy of financing, low performance of organizational structures and the inefficiency of the management models adopted. All of this
is demonstrative of the need to apply a national policy in support of SMEs an agency dedicated thereto capable of offering the support necessary with regard to administration, financing and organization.
At the institutional level, it is the National Economic Development Council that deals with the promotion of SMEs via the national SME Program (namaâ’) in force since 2007. The National SME
Strategy has the aim of making Libya one the most attractive places in the region for the setting up
and growth of enterprises to make the national economy more competitive at the international level.
The development of entrepreneurship, incubation, innovation and technology transfer are deemed to
be the main vectors making this possible.
The general philosophy of the National SME Program is to help SMEs gain position in various sectors and on world markets. The reinforcement expected from the country’s competitiveness and its
economy at the international level is considered as a vehicle to changing the economic model fostering higher growth based on diversifications, densification of the economic fabric and the creation of
values.
This program has the objectives of strengthening the economic and human programs and supporting
the human capacities and competencies required for building up the national economy.
The principal targets of the program are as follows:100
- Implementation of the plans and programs geared to the transition toward a production economy;
- Contribution to the improvement of the competitiveness of the national economy via support to imitative and innovation in the production of goods and services with high value added at the world
level;
- Strengthening of the role of SMEs in the economic development of the country and the creation of
jobs as an alternative to governmental employment;
- Dissemination of the entrepreneurial culture and fostering ideas for change;
- Dissemination of the total quality culture to create and strengthen the competitive capacities of
SMEs.

99 - See OECD and African Development Bank (2008), op. cit.
100 - See website: www.nama.ly. The issue in question concerns the National Fund for employment. It distinguishes small size enterprises (staff less
or equal to 25 people, maximum capital of 2.5 million dinars) of medium-size enterprises (between 26 and 50 people and from 2.5 and 5 million dinars).
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Given the low number of SMEs in the country and the problems encountered by new project developers, the program focuses above all on the first stages in the life of the enterprise. To do so, training sessions are organized to help project developers to:
Better develop their ideas, prepare business plans, benefit from the entrepreneurial spirit;
Study the economic feasibility of the project, prepare financing and constitute the administrative file;
Acquire SME management techniques and initiation to the accounting, financial and management
competencies required.
Beyond the training session, plans are afoot for individual follow-up of developer projects to help
them complete their projects successfully.
At the same time as the training programs and sessions in question, enterprise incubators began to be
set up in the country’s regions to serve as the fundamental basis of the national SME program fostering the entrepreneurial spirit, creativity and private initiatives.
The incubators are supposed to offer a series of services to their members, among which:
- Provision of a temporary head office for the project;
- Financial support (guaranteed loans);
- Access to the logistics services (secretariat, telephone, fax, computers, Internet connections,
etc.);
- Technical assistance (feasibility, management advice, marketing, planning, accounting, etc.);
- Development of competencies (in-service training);
- Facilitation of administrative and legal procedures;
- Integration into the partnership network of the incubator with different parties who
might be concerned by the project;
- Support to the marketing of products via participation in national and international trade shows
and services offered by the specialized partner companies.
The national SME program also has objectives aiming to turn SMEs into genuine actors in sustainable development via increasing the role thereof in economic development and job creation, the contribution to local and regional development (via clean use of natural resources and the creation of
alternative sources of income), the development of economic and social security development and
mechanisms.
• The SME promotion policy comprises other elements to take into consideration101:
• Establishment of organization and policies dedicated to SMEs;
• Development of better regulation of the business environment via the building of strong partnerships between the public and private sectors;
• Creation of business centers and incubators to reinforce technological development and innovation;

101 - See program website: http://www.nama.ly/
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• Improvement of access by SMEs to financing, including microfinance and risk capital, via
the creation of a guarantee fund for loans and investments;
• Creation of an international network in support of SMEs (marketing, sub-contracting);
• Creation of infrastructures adequate and supportive of the development of SME (industrial
zones, business and technological parks);
• Establishment of a SME national database.
• Several projects are in the process of completion by the National Economic Development
Board in the following areas102:
• Development of a national SME strategy integrating a strategy for entrepreneurship for the
young and entrepreneurship strategy for women;
• Adaptation of educational programs of learning about entrepreneurship from grade school the
university;
• Upgrading of the legal framework adapted to the national SME program;
• Conducting of feasibility studies for different complimentary projects (Business Incubators;
• Libyan Business School; Knowledge & Technology Business Parks; ICT Incubator; Marine
Technology Cluster);
• Devising of programs and pedagogical manuals for entrepreneurship study sessions;
• Creation of incubators in the regions of the country;
• Creation of business centers;
• Creation of university centers for the enterprise and innovation;
• Launch of a communications campaign on SMEs;
• Creation of a national alliance for financing and technical assistance to SMEs;
• Creation of the loan guarantee fund;
• Gradual establishment of the public/private partnership;
• Creation of an international consultative committee.
The recent creation of the National Employment Fund with the aim of contributing to the economic
and social development of the country by linking the credit and job promotion policy, should lead to
the creation and development of enterprises, and in particular, micro enterprises and SMEs103.
Libya is also beginning to enter into a number of regional agreements that could benefit the development of SMEs. It has already been mentioned that Libya is a part of the Arab Free Trade Zone. A
free trade zone between Tunisia and Libya already exists and was strengthened on 1 January 2008
by the entry into force of the Mutual Recognition Agreement for certificates of compliance in conformity with the technical standards for the products traded between the two counties. It must be
recalled that this new agreement is further to the demand of economic operators with regard to facilitation of the circulation of merchandise between both countries104.

102 - The items are taken from the intervention of the representative of the National SME Program in conjunction with the meeting held March 2008:
of the National Economic Development Board, 2008, “National SMEs Program”, Experts Meeting, 10-12 March , ECA-North Africa Office, Rabat.
103 - Ibid.
104 - ECA-North Africa Office, 2008c, Social and economic conditions in North Africa: analysis of the economic situation in 2007, ECA – Bureau
North Africa, Rabat.
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Another important example to be underlined is the choice of Moroccan Attijariwafa Bank (among
the five candidate banks including Italian establishment Intesa Sanpaolo), for the acquisition of 19
percent of Al-Wahda Bank with in the medium term the possibility of raising this share to 51 percent.
This could contribute to the creation of new partnership relations between the banks and enterprises,
and eventually between the enterprises of both countries, including SMEs.
Given the young in the program and the different components thereof, the Libyan authorities could
take inspiration from the lessons drawn from their insufficiencies and the limits and looking closely
at instances of success.
2.4. SME Promotion Policies in Morocco
The challenge of wealth creation and the fight against joblessness, as well as the constraints entailed
with integration into the world economy led the Moroccan authorities to reinforce their efforts to put
in place conditions in support to the development of enterprises and the upgrading thereof. Thus,
Morocco proceeded to implement with determination a policy aimed at ensuring the longevity of the
country’s industrial fabric. This policy wound up in the creation of several initiatives, in part addressing SMEs.
Private Sector Promotion
To promote the private sector and boost productivity while supporting integration into the world
economy, the liberalization of trade and the permanent improvement of the business environment are
deemed to be the required conditions.
An extensive structural, sectorial and institutional reform program was put in place the end purpose
of which is to promote domestic and foreign investment, considered as being the principal engine of
growth and development.
Extensive efforts were deployed in the 1990s to modernize the legal business framework and to make
it more conducive to development of private initiatives. Several laws and reforms were put in place
(revision of the law on corporations, new commercial code, law on groups of economic interest, law
on competition and freedom to set prices, etc.).
The protection of industrial and intellectual prosperity was reinforced via the law on industrial property and the revision of royalties and similar rights. Labor legislation was also reformed via the adoption of a new Labor Code in 2003.
Further, commercial tribunals were set up as well as the adoption of a series of measures for the reorganization thereof, renovation of management and the improvement of control, as well as modernization of logistic structures, basically with regard to the Trade Register. A new legal framework pursuant to internal and international arbitration was also established in the fields of application that
cover financial litigation, enterprises and public institutions.
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The effort to revive the Moroccan economy also concerns the institutional aspect. An interdepartmental investment commission was set up to look into the problems hindering the arrival of largescale investment projects, entering into agreements, investment projects linking the State to big
investors and implementing measures pursuant to the improvement of the investment environment.
In addition, 16 Regional Investment Centers (CRI) were created. These centers have two types of
interface: windows to help enterprise creation and windows for support to investors. To simplify the
procedures for investment, a single manual for all the CRIs and their administrator partners was
devised in 2006. Similarly, a National Committee for Investment Procedures (CNPI) was created to
facilitate collaboration between the relevant administrations to reinforce the transparency of investment procedures at the regional and national levels.
The work accomplished by the public authorities to offering an adequate framework to private enterprises is not limited to the improvement of the institutional and legal framework. It was extended to
a determined policy in terms of basic infrastructures. The public investment effort was given support
by the Hassan II Fund for economic and financial development. The intervention thereby dealt with
the financing of several large projects, in particular for ports, roads and highways, railways, irrigated and forest perimeters, as well as large urban developments.
SMEs Promotion
To enable SMEs to develop, the public authorities are strengthening their efforts for assistance, monitoring and longevity of these enterprises. In addition the upgrading and modernization of SMEs are
necessary to enable them to acquire the competencies required to cope with competitors.
The action of the State primarily consists of the adoption and implementation of an arsenal of legal
measures, welcoming structures an financial incentives designed to support the efforts deployed for
restructuring and accompaniment of enterprises designed to ensure the adaptation to the changing
market situation and improvement of performance. The SME Charter, instituted in the form of a law
in 2002, represents the reference framework for State action in partnership with private actors. For
the first time, the Charter gave this category of enterprise a definite definition, as well as institutional assistance via the creation in the same year, of the National Agency for the Promotion of SMEs
(ANPME). Therefore, it constitutes an important step to the adoption of a genuine policy for the promotion of SMEs.
In collaboration with other national and international bodies, the ANSPME enabled the enactment of
a series of measures designed to assist and support SMEs. For example, this regards direct support
to SMEs called National Upgrading Fund (FOMAN)105 acting in the fields of technical assistance and
access to financing by small and medium-size enterprises.

105 - Ibid.
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In terms of support and technical assistance at the regional level, the legislator proceeded to the
establishment in partnership with other local actors, of a network of regional stakeholders for the
competitive modernization of enterprises (RIMANE), whose principal vocation is to disseminate
information on the actions managed by the Agency and the monitoring and assessment of those programmed.
In the field of help for exporting SMEs, a certain number of measures were put in place such as lower
corporate taxes of 10 percent of the amount of capital increase of SMEs, total exemption from corporate and income tax for enterprises set up in tax free zones for the first five years of operation, and
application of reduced corporate tax over the ensuing five years.
In addition, a measure likely to encourage exporting SMEs concerns the raising from 20 percent to
50 percent the share of export receipts to be held in currency or convertible dirham accounts, at the
same time as easing of the conditions of use. Also arrangements were made for the liberalization of
purchaser credit for exporters. The credit granted can reach 85 percent of the worth of the good or
services provided with time periods for reimbursement of up to 8 years for capital goods.
To solve the structural problem of financing SMEs, the public authorities initiated a series of measures to ease conditions for bank loans by the central bank of Morocco (Bank Al-Maghrib), incentives
for listing of SMEs on the stock exchange and mobilization of credit lines at concessionary rates.
Further, currently eleven credit guarantee systems exist the financing of which is public.
Administered by two specialized entities (CCG and Dar Addamane), having the task of facilitating
financing of SMEs by commercial banks that are particularly demanding with regard to guarantees.
The conditions for obtaining credits have been considerably eased thanks to an increasingly competitive offer, the introduction of alternative means of financing and the reinforcement of risk assessment systems. The mobilization of means of financing was given support by the implementation of
foreign credit lines in the framework of a Morocco European and Morocco Arab partnership.
Moreover, financing by capital became possible via the Casablanca Stock Exchange and the development of investment capital. Listing on the stock exchange of SMIs/SMEs is therefore encouraged
further to the reconfiguration of the stock market structures into two compartments to meet the needs
of different types of enterprise. Partial exemption from corporate tax was granted to enterprises listed on the stock exchange and the granting of revenue neutrality for risk capital investment to boost
the promotion and development thereof.
In 2006 the risk capital mechanism had the aim of encouraging risk capital bodies (OPCR) to invest
at least 50 percent of their net earnings in unlisted SMEs, and engaging in professional risk capital
activities in Morocco.
The purpose of risk capital is to strengthen own resources of SMEs and their self-financing capacities. Among the methods used the following can be mentioned:
- The risk capital line of the European Investment Bank. The purpose of this line is to reinforce
the capital of your enterprise in the form of taking out equity in the framework of the Meda
program;
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- The Accès Capital Atlantique which is an investment capital fund (300 million DH) for reinforcing the equity of enterprises in the form of equity participation;
- The Sindibad start-up fund (capital of 50 million DH), for reinforcing shareholders equity in
the form of equity participation in innovative high tech enterprises.
Industrial and sectorial policies also have an impact on SMEs. The new industrial policy (Emergence
2015) consists of stimulating growth in productivity in traditional exporting sectors and the diversification of investment in modern high value added sector for integrating a series of more horizontal
dimensions, among which the competitive modernization of SMEs, training and innovation.
SMEs can also take advantage of plan linked to the Rawaj Vision 2020 strategy specific to the sectors of trading and distribution. Other sectorial policies currently underway could also be to the
advantage of SMEs in tourism (« plan Azur »), in information and communications technologies
(« e-Morocco 2010 »), craftsmanship (vision 2015), logistics and transport.
Further, employment policies stimulated the creation of micro enterprises. With the very high rate of
joblessness among young degree-holders, programs were set up for the creation of jobs by the setting up of enterprises (Moukawalati program) or integration into already existing entities (Idmaj program).
As for innovation, the promotion of innovative enterprises, including SMEs, constitutes a priority
objective in Morocco. The country has developed a certain number of strategies with regard to new
information and communications technologies and research & development. Involvement of extensive consultation and public/private partnerships in both areas uninterruptedly continues to strengthen this orientation. Fiscal measures offer SMEs the possibility of directing the provision for investment toward R & D operations and restructuring. This provision, that could amount to 20 percent of
the taxable income for R&D expenditures or innovation project, is used to cover the acquisition of
equipment necessary for the said activities, the salaries and ancillary costs of payroll expenses set
aside for R&D as well as the cost of raw materials and services employed106. Among the instruments
initiated for fostering R&D and innovation by SMEs the following can be singled out:
- The Moroccan Technological Dissemination Network (RDT) the objective of which is to support SMEs in the identification and formulation of their needs in industrial and/or technological development and to direct them toward adequate competencies.
- The partnership between ANPMEs and the “R&D Morocco Network” centers on joint objectives to boost awareness by SME for development and innovation and R&D activities, to
assist them in innovation and R&D undertakings as well as to lend support to innovative
projects.
- Adherence to the European Eureka project which support innovative and marketable projects
aiming at the stimulation of research efforts of and development of the innovative capacity
thereof.

106 - FOMAN is funded in equal shares by the State budget and the European Union.
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R&D is also encouraged via knowledge and technology transfer networks, industrial techniques and
innovation centers, innovation prizes, guarantee system facilitating access to R&D financing, awareness and enterprise matching campaigns. In addition, the network of twelve competitiveness centers
created since 1995 and enterprise incubators offer services to SMEs that, apart from financing assistance during the start-up stage, help and support to protect innovations.
As for quality, the ANPMEs take account of this dimension via standardization seen as an indispensable tool for general regulation, and the regulation of industrial trade and development.
Standardization is designed to help the production of goods and services of better quality in a context where this is becoming a requirement on local and international markets. Among the tools
deployed in this regard, note should be taken of:
• The program for promotion of quality in Morocco (MEDA1) which provides assistance to
200 enterprises in their quality approach;
• The Quality/Standardization Program (MEDA2) providing institutional support to bring closer together national structures and the legislative and normative framework of those of the
• European Union leading to the creation and fitting out of five technical centers;
• The national upgrading Fund (MEDA 2) helps SMEs for ISO 9001 certification.
With regard to clusters and enterprise networks, there is no public policy in this direction. An attempt
was made by the Land Development Directorate a few years ago to identify and strengthen local productive systems, but it went no further than the identification and project idea stage. However, there
is great potential for increasing and reinforcing these networks that can help the growth of SMEs and
their markets, as well as productivity improvement.
With regard to learning the entrepreneurial spirit, although the National Charter for Education and
Training emphasizes promotion of the entrepreneurship spirit at the various learning stages, concrete
results remain limited. In addition, the CGEM White Book (Moroccan Employers’ Confederation) in
2007 proposed studies for learning about the entrepreneurial spirit. Initiatives taken by a few
Moroccan Universities, CGEM and associations such as the Young Entrepreneur Center made it possible to carry out interesting experiments in support of university students. However, these efforts
remain insufficient with regard to the needs for generalization at other levels and components of the
education / training system.
With regard to SME in-service training, the country has developed a huge market, including for startups and other growing enterprises, however, for the moment the said services remain little used by
SMEs107.
SMEs can mobilize two types of mechanism:
- The Inter-professional Counseling Support Group (GIAC), the objective of which is to
help SMEs (and other types of enterprise) to identify and determine their needs and competencies;
107 - See website of ‘ANPME:: www.anpme.ma.
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-

Special Vocational Training Contracts providing financing to SMEs (and other types of
enterprise) for implementing in-service training programs and plans.

As for collaboration between the public and private sectors, substantial progress has been made over
the past few years with the organization of regularly spaced out and relatively transparent consultations between the State and the private sector. Even if professional associations continue to strengthen, clear-cut and efficient mechanisms for monitoring and control of the policy measures put in place
regarding SMEs still have to be initiated.
With regard to good governance, to be noted is the launch in 2008 by the National Enterprise
Governance Commission of the Moroccan Code of Good Practice which deals with the general principles of good governance that theoretically should apply to all Moroccan enterprises. However,
given the high levels of the standards stipulated in the said code, it was deemed appropriate to limit
the application thereof in priority to large enterprises and structured SMEs in the form of business
corporations with Board of Directors and/or Supervisory Board. This code constitutes a collection
of lines of conduct and recommendations complimentary to the law and regulations.
For the other enterprises, either the majority of SMEs and family outfits, another code of good governance practices was devised to help these SMEs adhere to the general principles of corporate governance. The said good practices should enable the SMEs adopting them to improve their image with
regard to investors, banks and other relevant parties (employees, clients, suppliers, administration)
thereby ensuring better economic and financial performance and a higher degree of competitiveness108.
The territorial dimension is to be accounted for via mobilization in the different regions of the country of a support structure network in the form of “non profit bodies with technical competency and
enough knowledge to be able to coach developers and enterprises at the set-up and development
stage “109. This refers to professional associations and groups, chambers of commerce and industry,
and sectorial technical and / or horizontal centers.
These structures are given support by the ANPMEs for reinforcement of their operational capacities
“to enable them to act as relays at the regional and sectorial level, their action for assistance to enterprises and efforts with regard to upgrading and developing the provision of services to the respective
members”110.
To be noted is the development trade between the countries of the region which constitutes an enormous potential for the development of SMEs. Moroccan SMEs also benefit from the various regional partnership agreements, in particular with Tunisia and Egypt. For example, Morocco is tied to
Tunisia by a bilateral agreement dating from 1999, by the Arab free trade agreement and the quadrilateral agreement (Agadir Agreement) that entered into force in 2007. The agreements made it pos-

108 - Absence of statistical system on this subject does not make it possible to formulate a precise judgment on the use by SMEs of in-service training.
109 - National Enterprise Governance Commission, 2008, Specific Code of good governance practices for SMEs and family enterprises, Appendix to
the Moroccan Code of good enterprise governance practices, CGEM and Ministry of Economic and General Affairs.
110 - See website of ANPME:: www.anpme.ma
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sible give more than twofold impetus to countries over a period of less than ten years, above all
attributable to SMEs111. In many sectors of activity Moroccan SMEs have invested in Tunisia and
vice versa, thereby testifying to the interest and complimentary elements to be explored in spite of
the similar economic structures of both countries.
Participation by SMEs in international trade fairs constitutes an important opportunity for developing intra regional trade and partnerships with the enterprises and SMEs of the region. For example,
the last Show in Algeria enabled Moroccan SMEs to enter into contact and initiate partnership projects with Algerian enterprises.
2.5. Policies for SMEs Promotion in Mauritania
Aware of the low level of diversification in the economic fabric and issues of poverty and employment suffered by the local populations, the public authorities initiated a process of reforms in the
form of a Strategic Framework for the Fight against Poverty, a central document of the economic and
social development policy (CSLP) of the country based on a long term vision (2015) aiming at the
achievement of the Millennium Development Goals (MDG).
Four strategic aspects were identified concerning acceleration of growth and maintaining of macroeconomic stability (aspect 1), the fixation of growth in the economic sphere of the poor (aspect 2),
the development human resources and expansion of basic services (aspect 3) as well as improvement
of governance and the strengthening of capacities (aspect 4)112.
These aspects imply the reduction of the major deficit in socio-economic infrastructures, the promotion of access to adapted financial services, development of vocational training, and more than anything else, development of the private sector and promotion of SMEs.
Private Sector Development
Then poverty reduction strategy adopted by the Mauritanian government in 2001 clearly recognized
the role of the private sector in the fight against poverty and incentives for ob creation. For this reason, important reforms were undertaken. In 2001 the government also adopted law 91-09 pursuant
to the freedom of price setting and competition. The State took the initiative to continue its retraction from productive activities and the privatization process.
Thus, from 1994 to 2004 the State portfolio fell from more than 40 enterprises to 20.
In Mauritania the private sector today contributes to about two third of GDP. It basically consists of
micro small and medium enterprises. The non-official sector makes up a substantial share.

111 - Ibid.
112- Attia R., 2008, “Economic and commercial cooperation between Tunisia and Morocco”, Experts Meeting, 8-10 March , ECA-NA, Rabat.
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Among the fiscal measures aimed to encourage private enterprises, note can be taken of the profit tax
falling from 35 percent to 20 percent in 2001, elimination of the ad valorem tax on trading licenses,
uniform customs duty on capital goods at 5 percent and the creation of a VAT tax recovery systems
for exporting enterprises. In addition, since 1995 Mauritania has been a member of the WTO and
opened the economy to foreign investment.
The design solution suited to issues of restructuring of the Mauritania economy, resulted in close collaboration between private and public sector enterprises. This approach was initiated in 1996 with
the creation of a public / private consultative committee the holds regularly scheduled meetings.
Development of the private sector also requires the redeployment of the State in structuring infrastructures and support to economic growth (electricity, roads, airports, ports, telecommunications and
new information and communications technologies), which constitute an essential component of the
strategic framework for the fight against poverty.
SMEs Promotion
The CSLP puts SMEs in the role of an important player in economic growth, the fight against poverty and the promotion of sustainable development. The SME sector which remains fragile, suffers
from many constraints. Some are of a structural nature including the small size of the Mauritanian
market and weak local purchasing power, the low intra and inter sectorial articulation, the significant
lack of basic infrastructures, low value added production, the lack of competencies and know-how,
as well as technological weakness113.
Other conjectural constraints are pointed out by professionals and international reports. They concern
the business environment which still remains weak on incentives, the high cost of production factors,
the high level of taxation, the legal environment not yet securitized for transactions, the high cost of
credit, the absence of an aggressive commercial and prospecting policy abroad and the low level of
partnerships and joint ventures.
From the institutional standpoint there is still no body dedicated to SMEs and no law or charter
devoted thereto. The devising of any policies concerning SMEs is attached to the Investment
Promotion Commissariat (CPI) that since 2007 has replaced the former General Delegation for the
Promotion of Private Investment (DGPIP). This is an autonomous institution placed under the
authority of the President of the Republic responsible for counseling the government on the private
investor promotion policy and assistance to private investors at all levels.
The CPI was given a mission letter containing clear-cut objectives the basic part of which focuses on
improvement of the business climate in Mauritania, the promotion of investment opportunities and
positive image of Mauritania.

113 - Islamic Republic of Mauritania, 2006, Strategic Framework for the fight against poverty: Action Plan 2006-2010, Nouakchott.
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Given the absence of a national strategy on SMEs and the scattered nature of the actions carried out,
a global development strategy for the private sector centering consolidation of the fabric of
Mauritanian SMEs will be proposed. This strategy must clarify the responsibilities of the different
players with regard to the support and promotion of enterprises and keep close watch on better coordination of the public structures implicated in the development of SMEs. This project constitutes one
of the main priorities of CSPL-2.
The policies currently carried out focus on micro and small enterprises (MSMEs) primarily referring
to the CSLP. They have the aim of encouraging migration of enterprises in the non-office sector to
the official sector, and the modernization of enterprises in all aspects (quality, technology, innovation, training…)
In the framework of the devising of the new CSLP-2 (2006-2010), the results of the first CSLP with
regard to development of the private sector and SMEs was deemed weak by the government itself.
It mentions “the lack of a global policy in support of the industrial sector and more generally, the promotion of small and medium enterprises in the official productive sector”. Beyond the limited range
of the actions carried out in the framework of promotion of the private sector and strengthening of
competitiveness, no policy dealing with the development small and medium enterprises was devised
and the strategy of support to micro and small enterprises targeted to very small units is not very
operational either. This demonstrates the absence of a clear-cut and determined strategy, the persistence of anti-competitive practices and la low degree of effectiveness of the mechanisms for collaboration between the State and the private sector.
The CSLP-2 proposes strengthening of the macro-economic policies based on the preservation of the
major macro-economic balances, opening up of the economy to the outside and the institution of conditions. It also proposes the continuation of sectorial development policies of the principal potentialities for growth, and acceleration of the implementation of reforms and investments making it possible to improve the capacities for intervention of economic operators and making the private sector
more competitive and diversified, in particular with regard to the continuation of structural reforms
and the development of infrastructures114.
Improvement in the business climate and the promotion of SMEs constitutes an important factor of
CSLP-2. The initial premise is that development of the enterprise fabric still has to struggle with
numerous structural impediments, in particular with regard to competition, promotion strategy, the
connection between the educational and training system and the actual needs of the economy, in addition to the promotion of exports.
The strategy must clarify the responsibilities of the various actors regarding support and the promotion of enterprises and keep close watch on better coordination of the public structures implicated in
the development SMEs. Improvement in the conditions of economic governance is also described as
a priority project.

114 - Ould Adad E., 2008, Issue of the development of SMEs in Mauritania”, Experts Meeting, 10-12 March, ECA-North Africa Office, Rabat.
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The national strategy for the promotion of micro and small enterprises (SNMPE) was adopted in late
2003. This strategy, in the form of the National Integrated Program for Support to Micro and Small
enterprises (PNIME), is organized around four integrated elements with regard to support services,
financing, technologies and the business climate: the development support services for micro and
small enterprises, the establishment of a financing system adapted thereto, the enhancement of technologies suited to the micro and small size enterprise sector and improvement of the global environment of the small and medium size enterprise sector.
With regard to collaboration, the decision was made to reactivate and consolidate the entire system
of collaboration between State and the private sector. A presidential council for investment in
Mauritania was initiated constituting the body for dialogue between the State and the private sector.
Financing tools and mechanisms dedicated to SMEs did not yet exit in Mauritania. Nevertheless,
improvement of the financial system is part and parcel of the actions undertaken by the CPI, in particular with regard to investment.
Fiscal and customs policies more conducive to enterprises constitute one of the priority areas of the
CSPL-2. This refers to continuation of the efforts begun for easing and simplification of corporate
taxation, in particular the decrease in the rates applicable to capital and intermediate goods, given
that this concerns the rationalization and simplification of customs procedures. To foster investment,
a new and more attractive investment code was developed by the CPI that must also reflect on simplifying the fiscal system.
One of the priorities of CSLP-2 is the improvement of the legal business environment. This requires
the creation of a periodical newsletter providing information on jurisprudence of the tribunals, the
consolidation of the Arbitration and Conciliation Center, the intensification of the training of magistrates and legal auxiliaries, and the adoption of laws required to complete the existing legal arsenal.
A second priority consists of the fight against anti-competitive practices. The refers to the strengthening of the existing legal framework by application laws, revision of the law on prices, reinforcement of monitoring of markets, training for the employees of the Consumer Protection Directorate,
reinforcement of the sanctions tool of the Regulatory Board, the guarantee of greater transparency of
information on banking control and holding companies, the development of information, awareness
raising endeavors and the advantages of competition.
The Investment Promotion Commissariat (CPI) is in charge of projects for improvement of the business environment, modernization of the regulatory and procedures framework. Its task is to devise
tools and mechanisms for support to enterprise creation, via the simplification of administrative procedures and formalities.
The CPI strives to create a single window concept to enable investors to shorten the time required
for setting up businesses. It must also propose a reflection on reform of the legal sector.
Well aware of the need to reinforce the productivity and competitiveness of Mauritanian enterprises,
projects are currently underway by the CPI for modernization of the production tool, encouragement
of R&D, mechanisms in support of innovation and prospecting, and the licenses and patents system.
79

SMEs actors for Sustainable Development in North Africa

The policies put in place in support of SMEs are actually based on policies and sectorial strategies
focusing on the development of different segments and the emergence of new niches, in particular in
the perspective of better integration into international trade.
The global strategy dedicated to SMEs, in the process of being devised, should guarantee coherence
between the sectorial plans, in particular with regard to industry, trade, craftsmanship and employment.
The CPI is responsible for the establishment and editing of databases on investment opportunities.
This requires identification of the sectors and segments of promise and the potential sources of
growth for the national economy.
Education on entrepreneurship is not yet taken into consideration as a field of action which constitutes one of the weaknesses in the efforts put forth for activating the private sector.
With regard to strengthening the human capacities, the strategy for the promotion of SMEs, currently being developed, will give pride of place of choice to vocational training. This should be reinforced by targeting the priority needs of the economy, and global improvement of the managerial
capacities of Mauritanian entrepreneurs.
Elsewhere, a strategy for the promotion of women is proposed on the basis of a vision for 2015 to
achieve gender equality. This has to do with promoting the integration of women in different economic and social spheres. Five areas of action are on the roster: (i) reinforcement of economic participation of women, (ii) improvement of access by women to basic social services, (iii) rights and
political and social participation of women, (iv) the development of behavior change strategies and,
(v) institutional strengthening of the Ministerial Department in Charge of Women.
The economic participation of women corresponds to five objectives: improving access by women
to production factors, the fight against joblessness and under employment of women, reinforcement
of the female productivity, improvement of access to the market and the development of female
entrepreneurship. Reaching these objectives could foster the creation or strengthening of SMEs in
their role as players in sustainable development.
To reinforce competitiveness and the globalization of Mauritanian enterprises, the authorities deem
that improvement of production and application of quality and traceability standards are important
elements of action, as stipulated by CSPL-2.
With regard to globalization, the emphasis put on the development segments and the emergence of
new niches is accomplished in the perspective of better integration into international trade. In addition, the promotion of exports constitutes a part of the areas of reflection of the Investment Promotion
Center.
Globalization of Mauritanian enterprises is also taken into consideration in terms of institutional support to the development of trade via the strengthening of competencies and the public administration
capacities in the export sector, improvement of the national capacity for negotiation of multilateral
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and bilateral agreements and the development of training specialized in exports, promotion of the
prestige images of national products, monitoring of foreign trade performance, and improvement of
quality. This project also constitutes one of the priorities of CSPL-2.
In the framework of its priority projects the CSPL-2 includes the development of tools for keeping
close economic watch via the State / Private sector collaborative system, the federation of the principal producers and analysis of economic information. This reflection is carried out to organize the
said watch in the framework of an economic modernization Observatory.
2.6. SME Promotion Policies in the Sudan
The Sudan was subjected to a long civil war that negatively affected the national economy in general and the private sector in particular. However, the country saw economic growth of 6.6 percent in
1997-2007. The revived growth was reinforced by measures intended to revitalize the private sector
and foster investment.
The creation of a Ministry dedicated to investment figured among the said measures. In addition,
other initiatives were instituted to simplify procedures for enterprise creation which led to the launch
of single window concepts allowing investors to accelerate enterprise creation.
To ease the financial constraints currently weighing on micro and small enterprises (MPE), the
Central Bank of Sudan in 2006 called for a study to identify the financial problems of these enterprises and propose a vision for the development and expansion of micro financing in the country
(UNICONS, 2006). The Central Bank of Sudan has a unit for enterprise financing but it is limited to
micro financing and addresses only micro and small enterprises.
Elsewhere, a new law on competition is in the making aiming to introduce more competition on the
markets in view of obtaining a higher degree of efficiency.
The World Bank classification regarding the ease of doing business is deteriorating115. In spite of
recent events and the efforts put forth by the Sudanese government, much remains to be done especially in areas entailing major impediments, for example, modernization of corporate law which goes
all the way back to 1926.
With regard to the integration of new information and communications technology, Sudan will benefit from the Regional Program for Support to Information and Communications Technologies
(PRATIC) funded by the 9th European Development Fund (FED) and implemented by the Common
Market for Eastern and Southern Africa (COMESA). Via incubator projects, the purpose of the program in question is to contribute to the integration of new information and communications technology by SMEs in their daily trading activities, by improving access to electronic commerce solutions

115 Islamic Republic of Mauritania (2006, op. cit.).
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specially adapted to their needs, the promotion of cooperation via electronic commerce between
countries, and improving the economic integration of the region based on growth and competitiveness. This approach could also foster the development of regional integration in North Africa.
These scattered efforts and the great potential enjoyed by the Sudanese economy testify to the
urgency of a strategy for the development and promotion of SMEs, founded on improvement of the
business environment and strategic vision of growth and the potential economic development of
SMEs.
To develop these strategic frameworks and prepare all the related conditions, the Sudanese authorities could take inspiration from the experience and good practices of other countries of the region.
2.7. SME Promotion Policies in Tunisia
Generally, the Tunisian economy manages to obtain relatively high economic and sectorial performances. Nevertheless economic growth remains insufficient for cutting down unemployment116.
In face of this situation, the public authorities established a program for the modernization of the
Tunisian economy, via the restructuring of the private sector. This program is a part of the continuity of the upgrading policy begun in 1996. The action of the State primarily concerns the promotion
of SMEs by seeking to make the conditions of investment more amenable.
Private Sector Promotion Strategy
The Tunisian economy initiated a deep-seated process of opening up of the economy by signing in
1995 an agreement for the creation of a free trade zone with the European Union; Tunisia proved its
commitment in the framework of a strategy of integration into the world market, particularly with
Europe.
The strategy designed to locally cover the needs of the domestic market (import-substitution) gave
way to a new strategy directed toward exports and as a corollary the need to continuously improve
competitiveness.
This change in context has led to a radial transformation in the type of needs of enterprises. In 1973,
the authorities created the Agency for the Promotion of Industry (API) whose task is to implement
the government policy pursuant to promotion of the industrial sector.
The API constitutes a support structure to enterprises and entrepreneurs, primarily aiming at making
investment conditions favorable via rational management of administrative procedures and provision
to investors of the required information. It is organized into five centers:

116 - World Bank, 2008b, Doing Business 2009 – Country Profile for Sudan, Washington.
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The Center for Facilitation and Management of Advantages (CFGA) is responsible for facilitating
the administrative procedures for the incorporation of enterprises and management of the incentive
offers: rapid and simplified procedures are provided by the single widow created in 1989;
The Center for Study and Industrial Prospective (CEPI) handles the conducting of studies (studies on
the strategic positioning of industrial branches, horizontal studies regarding the industrial environment, monographic studies on industry) and the organization of national seminars;
The Center for Documentation and Industrial Information (CDII) provides information and documentation on Tunisian enterprises with sectorial directories and CD-ROMs as well as on line access
to industrial databanks and virtual Tunisian Industry Show.
The Center for Support to Enterprise Creation (CSCE), created in 1993, whose primary objective is
to provide direct assistance to developers (organization of training cycles, study of projects, logistical support, intermediation and monitoring of other institutions). It also ensures all enterprise incubator projects;
The Center for Support to small and medium size industry (CAPMI) in charge of providing specific
services to SMEs.
During the same period, there was the creation of the Center for the Promotion of Exports (CEPEX),
whose primary task is to support Tunisian exporters, including SMEs in their globalization efforts.
The enactment of the Code for investment incentives (CDI) in 1993 and the Upgrading Program117 in
1996 represents the foundation of State action with respect to enterprise promotion.
The Investment Incentive Code118 was designed to unify the existing sectorial codes, updating legislation on investment and to stimulate investment in these priority areas, including high technology
and exporting industries. It was revised in 1999 and 2001 to allow definition and redefinition of
regional development zones, new developers, SMEs and new technologies. This code also strengthens openness of the Tunisian economy to the outside and covers all sectors of activity (expect for
mines, energy, the financial sector and domestic trade governed by specific laws). Generally, the
investment is carried out by simple declaration.
The initiation of this upgrading program in 1996 required the establishment of an upgrading office,
the task of which is to manage and coordinate all the activities connected to this program.

117 - Indeed, the rate of unemployment remains high (14 percent in 2006), in particular for women (16 percent), people between the ages of 25 a n d
29 (20 percent), and above all people under 25 (30 percent).
118 - The Upgrading program begun in 1996 is a program with the aim of reaching international standards with regard to quality and cost and to boost
the competitiveness of industrial enterprises. This program was developed by the Government to help the Tunisian productive system better adapt to
the requirements of the sharply competitive world market, to foster industrial partnerships and strengthen the socio-economic environment of the enterprise.
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To assist the action of the government in the framework of the upgrading program, technical centers
were set up whose task is to provide private enterprises with all the technical professional expertise
required. The generalization of enterprise incubators aims providing support to the emergence of a
new generation of developers119. In this direction the Agency for the promotion of industry set up a
national program for the development of enterprise incubators throughout the country.
In addition, the presence of single windows (in Tunisia’s main cities) and of several support institutions simplifies administrative procedures. The continued simplification of procedures represents one
of the major advantages of Tunisia. In 2004, new important measures were taken: elimination of the
authorizations to which certain commercial and recreational activities were subjected, simplification
of the administrative procedures pursuant to foreign trade, the reduction of timeframes for picking
up goods (setting 15 days as the last date to check in case of necessity compliance of the goods with
the required standards), reduction of the period required for the environmental impact study prior to
approval of new investment projects in the various sectors.
Alongside upgrading programs for industrial modernization, efforts were put forth to facilitate the
imports and exports of enterprises. An electronic administrative network of trading procedures
(Tunisia Trade Net) was set up, customs clearance procedures were simplified, access to information
on international norms and standards were strengthened and mechanisms for support to the penetration on markets by new exporters were established.
Tunisia recently adopted a new industrial policy aiming to improve the attractiveness and competitiveness of the Tunisian economy at the international level stressing the creation and development of
SMEs, diversification of the economy and exports, support for R&D and the development of the
knowledge economy and services.
Development of the sector and private investment is linked to the strategy of openness of the country which led to the signing of free trade agreements, in particular with the European Union, that
since January 2008 has done away with all restrictions on industrial imports coming from this region.
Tunisia adheres to the Agadir agreement and signed a free trade agreement with Turkey in 2004.
Nevertheless, the promotion of investment remains subordinate to the capacity of enterprises to modernize their methods of management, work organization, and production as well as the readiness of
the different player to efficiently integrate production and marketing networks of regional and international spaces, of everything required support tools specific to SMEs.
SMEs Promotion
• The Tunisian industrial development strategy is focused on the promotion and development
of SMEs. It is founded on a vast program of restructuring adopted by the public authorities.
119 - The main objective of the investment code is to provide a wide variety of incentives to all investors:
Tax deduction of up to 35 percent on profits and reinvested income;
Exemption from customs duty and reduction of 10 percent on VAT for imported capital goods not provided locally by similar items.
Suspension of VAT on items of equipment made locally upon entry into production,
Optional depreciation regime for capital goods of more than seven years...
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From an institutional standpoint, it is the Ministry of Energy and SMEs that are responsible for the
devising and coordination of the enterprise policy. The principal policy orientations concerning
SMEs are defined by the General SME promotion Directorate (DGPSME).
Several executive agencies are established to implement the corresponding policies. This is the case
of the Agency for the Promotion of Industry (API) in charge of carrying out the principal industrial
modernization programs and which constitutes a central player in programs for support to SMEs.
Other agencies exist that are specialized in different dimensions of enterprise development in particular of SMEs whether for the installation of industrial zones, promotion of IDE, or sectorial investments.
The investment incentive code contains a list of incentives specific to SMEs. Those active in agriculture, industry and services can benefit from a financial contribution of the State and subsidies covering a part of the expenses incurred for studies and technical assistance. These two advantages are
granted by the Industrial Decentralization Promotion Fund (FOPRODI) which is a strategic instrument for support to la SMEs in existence since the 1970s.
Along the same lines, the API initiated a center for support to SMIs, with the inception of two specialized agencies:
The SMI Task Force PMI created in 1998 to provide SMEs with a specialized and well targeted support services. It constitutes technical assistance offered to enterprises in the modernization process,
the diagnostic phase and for the preparation of upgrading that must be reported to the relevant authorities.
The National Sub-contracting and Partnership Exchange: created in 1985 in the framework of common regional UNDP-UNIDO program to setting up a network of agencies for support to sub-contracting in the Arab region. It targets promotion and support to sub-contracting and industrial partnership opportunities in the SME sector.
With regard to the financing of enterprises and SMEs, over the past decade the Tunisian government
has sought to make access to financing easier by taking action on several fronts: the regulatory and
legal framework, advantages financed by the public sectors, development of the capital market and
enlargement of demand for financial products.
The mission of state-owned banks is to finance investment and grant loans to SMEs. These are the
SME financing Bank and the Tunisian Solidarity Bank (microcredit).
To carry out their tasks these banks make use of a certain number of national funds and support systems, in particular the National Craftsmanship and Small Crafts Fund (FONAPRA) addressing micro
enterprises, the Industrial Promotion and Decentralization Fund (FOPRODI), that devotes itself to
the creation of a new general of developers, the promotion of creation and development of SMEs in
industrial and service activities as well as craftsmanship and the implementation of measures fostering regional development. The Incentive Regime for Innovation in Information Technologies (RIITI)
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is a fund targeting above all young entrepreneurs and developers of innovative projects in information technologies. In addition, a National Guarantee Fund (FNG) takes action for facilitating the
granting of credits in the framework of the field of intervention of FONAPRAM, FOPRODI and
RIITI.
The SOTUGAR (Société Tunisienne de Garantie): this credit guarantee body is entrusted with the
task of asking credit institution to limit their negative attitude in face of risk and to continue financing projects initiated by SMEs in manufacturing industries and ancillary services.
But in spite of this, enterprises continue to see access to financing as difficult and guarantee requirements as just another constraint. For this reason mutual financing with clusters was used as an experiment by a few entrepreneurs as an innovative way of proceeding.
Risk capital also saw extensive development over a ten year period with the establishment of two
types of capital fund, namely, Risk Capital Investment Companies (SICAR) and Joint risk
Investment Funds (FCPR). The SICARs provide minority contributions to capital for projects
financed by the public sector, whereas the FCPRs operate as mutual funds. The SICARs and FCPRs
in the future could play an important role in the financing of innovative and high growth potential
SMEs and enterprises.
With regard to collaboration between the public and private sectors, a framework exists giving a
monopoly on the private side to one representative of private employers, i.e. the Tunisian Union for
industry, trade and craftsmanship (UTICA). The consultations are organized on a regularly frequent
basis and cover a variety of questions linked to the various levels of decision. However, there is no
independent mechanism for the monitoring and assessment of the political measures, and no genuinely substantive participation by the various components of the private sector in the process of consultation and decision-making120.
With regard to innovation, the programs already mentioned for industrial modernization and upgrading contribute to fostering innovation by SMEs. More generally, Tunisia has adopted a determined
and aggressive strategy with the aim of increasing national expenditure in the area of R&D bringing
it to about 1.25 percent of GDP in 2009, i.e. a level on a par with international standards.
Many programs and mechanisms have been set up, including sectorial specialization techno cities
based on public / private partnerships and associating public investment in R&D, the education sector and private investors. Six techno cities are already up and running and three others are planned
to begin operating in a few years’ time. The concern for creating a regional breakdown both balanced
and equitable led to government to take on the objective set at least one techno city and one enterprise incubator in each of the 24 governorates of the country in 2009.

120 -The enterprise incubator project in Tunisia is in the framework of encouragement to enterprise creation by developers holding advanced education degrees...
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In addition, an agency for the promotion of innovation and research has just been created by the
Ministry of Higher Education, Scientific Research and Technology to reinforce the links between
research and production. A national incubator program has existed since 1999 and allowed the creation of 2 enterprise incubators linked to advanced educational institutions.
In spite of all these efforts, Tunisian SMEs are still not very innovative and make little use of the
tools available to make them so121.
With regard to the policies for support to education and encouragement of the entrepreneurial spirit,
Tunisia has managed to make the promotion of this spirit an important component at all levels of the
educational system. To strengthen this important dimension, an orientation law instituted on education was published in 2002 and updated in 2008.
The other countries of the region could take inspiration from the Tunisian experience to reinforce the
acquisition of the entrepreneurial spirit in their educational and training systems which constitutes
one of their principal weaknesses. Exchanges between institutions and people in charge of these
questions in the various countries of the region could be of great utility.
In the area of in-service training, various strategies have been developed via specific financing mechanisms and by national agencies targeting the start-up of enterprises and monitoring services after
initiation. In-service training programs also exist for exporting enterprises (international standards
and commerce).
With regard to information systems, the government has instituted a certain number of public portals
providing to private enterprises and SMEs suitable information as is the case with the API which
gives entrepreneurs useful information on taxes, labor, standards and regulations.
Tunisian SMEs can also take advantage of various regional partnerships and agreements. Tunisia is
a signatory of the Agadir free trade Agreement linking Morocco, Egypt and Jordan. It also develops
close economic ties with the other countries of North Africa, in particular Algeria and Libya. The
multiplication of these agreements is deemed to constitute a very important engine for the development of SMEs.
3. Remaining hurdles
The measures and reforms adopted by the different countries of the region have not made it possible
to ease all the difficulties with which enterprises are faced in general, and the SME sector in particular. This is indicative of a problem of scope and efficiency of the strategies of promotion and
restructuring of productive systems. In addition, in spite of homogeneity in terms of the problems
posed, their extent and degree of acuity are not the same in all countries of the region. These problems are often structural in nature and by far determine the trajectories of the countries in question
and their respective SMEs.

121 - European Commission and OECD (2008, op. cit.).
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3.1. Low Degree of Diversification of productive Fabrics
In spite of the diversification strategies adopted by the countries of the region, in particular in
Tunisia, Morocco and Egypt, the economies still remain based on annuities and/or depend on a few
limited sectors such as hydrocarbons, tourism and the textile/garment industry (in addition to remittances from migrant workers). This low degree of diversification hinders the densification of national economic fabrics and as a result the development SMEs, relations between the countries, and subcontracting networks for large enterprises and multinationals.
The low degree of diversification concerns not just oil producing countries but others as well, to the
extent in which this refers to diversification of production and exports based on products and services often of low value added, using intensive low skilled labor and involving limited technological
content. The effects remain weak on the other sectors and on enterprises as a whole.
3.2. Persistence of Financing Problems
The problem of financing is often considered as major for all SMEs in the region, despite the efforts
deployed in this direction by the different countries122. Indeed, even if the countries of the region have
introduced reforms geared to facilitating access to financing of SMEs by the institution of guarantee
funds, dedicated credit lines and the establishment of tools specific to SMEs (risk capital, specific
SME compartment on the stock exchange), the problem of access and/or the cost of financing
remains. The problem of financing is all the more significant in that it conditions and/or makes worse
the other problems and hinders the competitiveness of SMEs123.
The difficulties encountered by SMEs in North Africa with regard to financing affects all aspects this
domain. In spite of the reduction in interest rates, especially in Morocco, Tunisia and Egypt, nothing
proves that the said drop in the cost of money is to the benefit of SMEs. Moreover, the SPE fabric is
heterogeneous and includes many entities incapable of withstanding the cost of financing, even if not
particularly high.
SMEs also suffer from limited access to existing means of financing for at least two reasons. The
first one is that the region’s banks obtain better results by placing money in public securities and by
lending to large well-structured enterprises with excellent guarantees. The second reason is that
banks consider SMEs as being opaque and risky and therefore hesitate to provide financing.
Consequently, they have not developed sufficient expertise with regard to financing SMEs.

122 - According to statistics only 4.75 percent (2004) of Tunisian SMEs are supposedly innovative compared to an average of 47.2 percent in 2006 in
the 25-member EU for the manufacturing industry sector (see European Commission and OECD, 2008, op. cit.).
123 - « The Tunisian productive system remains dominated by small-size, and even micro enterprises. Nearly 90 percent of Tunisian enterprises have
fewer than 10 wage earners, and they experience almost insurmountable difficulties in obtaining funding from the banking sector. .This is also true for
enterprise creation, and young promoters enjoy no easy access to the various kinds of public financing that ironically created for this purpose, because
public monies are managed by the banks that in turn with regard to this new category of client demonstrate the same reflexes and methods of risk evaluation they apply to their conventional clientele. » (Femise, 2005, Country Profile: Tunisia, Mediterranean Institute, France, Economic Research
Forum, Egypt; Femise Coordinators, p. 48)
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The SMEs of the region include modern enterprises well structured and sufficiently endowed who
obtain financing via the instruments available. However very many SMEs cannot resort to such
financing. This is explainable by the fact that it is not adapted to the needs, constraints and realities
of small and medium-size enterprises.
Another aspect regarding financing problems of SMEs is the absence of proximity of offered services. A small farm, carpentry workshop or restaurant located far away from cities or places without
banks will encounter numerous difficulties in being able to use the sources of financing available.
A last explanation of the problems involved with the financing of SMEs concerns the lack of information pursuant to the financing possibilities made available by the State or bilateral and multinational agencies. Even when such information is theoretically available, it is not sufficiently disseminated or transmission is handled by ill adapted channels. The experience of Morocco shows that
SMEs often complain about the lack of information regarding the financing mechanisms made available, primarily with regard to financing lines proposed by foreign partners. This is demonstrative of
the fact that the financing problem does not stem solely from reticence or risk aversion by the banks,
but is also due to the inadequacy of structures capable of facilitating effective access by SMEs to
information and resources.
3.3. Procedures often complicated and costly
The majority of the countries of the region have created Agencies or established mechanisms dedicated to promotion of the private sector and SMEs, but this has not made it possible to do away with
the reasons behind problems of administrative rigidity, the complex nature of the procedures imposed
and the high cost of starting up businesses. It is true that the majority of countries sought to overcome these constraints by creating single window concepts, however problems still remain as is testified by assessments of the business environment (Doing Business) showing that no country of the
region is tops with regard to the high cost of starting up business projects.
3.4. Weak Implication of SMEs and their Associations
The measures taken for the promotion of SMEs in the region are increasingly taken in collaboration
with enterprises and the professional associations. The professional associations and entrepreneur
clubs cooperate very little in the formulation of policies and even less so in the monitoring and control of the policies implemented.
Indeed, in countries like Morocco and Tunisia, the representatives of the business world are often
called upon to discuss the strategies and policies proposed by governmental decision-makers but the
issue still remains with regard to representation, and the legitimacy and competence of such “representatives”. The fact that they often hail from large well-structured enterprises keeps them from
understanding the reality of the problems and needs of SMEs and therefore renders them incapable
of contributing to the proposal of pertinent solutions or to provide well thought out opinions on measures proposed by the public authorities.
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3.5. High Cost of Adherence to the Law
One of the principal hindrances in the region to investment in the private sector, in particular with
regard to SMEs, is attributable to the feeling of legal insecurity. The expansion of the non-official
sector proves the fact that the cost of adherence to the law remains high. The extent of the non-official sector in each of the economies represents a major constraint to enterprises. Indeed, the nonofficial sector gives rise to a type of unfair competition to officially established enterprises weighing
heavily on the comparative costs thereof.
3.6. Taxation restrictive to SMEs
In spite of the efforts deployed by governmental authorities to lighten taxation on enterprises in general and SMEs in particular, primarily during the creation stage, the issue of taxation is always
deemed to constitute a major hurdle with regard to private investment and the development of entrepreneurship.
3.7. SMEs almost excluded from Government Contracts
In the majority of the region’s countries, access by SMEs to government contracts does not constitute an important element in the policies put in place. As has been experienced in many developed
countries, in particular in OECD countries, such access constitutes an important source for the development of SMEs and their markets.
In the United States and the European Union, the fact of having opened and/or reserved a share of
government contracts to SMEs is a part of the great principles of the “Small Business Act”, constituting the framework of reference for the strategies and policies regarding the promotion of SMEs in
these countries. In the region of North Africa, only Tunisia recently decided by presidential decree
of 4 March 2008 pursuant to the organization of government transactions, to set aside 20 percent of
the worth of the said contracts to Tunisian SMEs.
3.8. Persistence of low Productivity
The SMEs of the region are often marked by productivity level much below the level of growth needs
or for the fight against poverty and unemployment, given the constraints to integration into the world
economy.
This situation is explainable by the predominating existence of production methods intensive in low
skilled workers, the weak level of in-service training, the use of rudimentary or obsolete technologies, the very limited use and appropriation of new information and communications technologies,
the organization of internal and external corporate management, and the absence of R&D.
The low level of productivity is also explainable by the very limited cooperation between les SMEs
via clusters and the constitution of localized productive system making it possible pool efforts and
costs from many standpoints (administration, management, market prospecting, marketing, and,
R&D, etc.).
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3.9. Low degree of Integration into national and international Value Chains
The growth of SMEs and development of their productive, technological and commercial capability
could be widely beneficial to integration into the national and international value chains. However,
very few North African SMEs have managed to gain positions on the said chains, the majority suffering for numerous handicaps hindering them from doing so.
This is partially explainable by the high prevalence of small and very small enterprises in comparison to medium enterprises (missing link) and by the low levels of cooperation between SMEs themselves. Other factors explain this low level of integration relative to the weak productive performance, the management models followed, the problem of logistics, non-official structures and also the
issue of governance of value chains124.
3.10. Insufficient physical Infrastructures
The development of SMEs is dependent on the available and maintenance of basic physical infrastructures (road and maritime transport, communications networks, etc.).
The absence of such infrastructures or the inefficiency thereof make difficult if not impossible for the
enterprise to carry out its activity, in particular SMEs.
The concentration of basic infrastructures in certain regions of these countries also hinders the balanced spread of SMEs and the creation of wealth and jobs in isolated areas which limits local and
regional development and causes migration toward areas better endowed by the local governments125.
4. Conclusion
The difficulties SMEs have to face at the various stages of their existence concern many dimensions
that mutually reinforce each other. The problems of financing can also aggravate the problems of
human and technological capacities.
The insufficiencies and failures in the area of physical infrastructures limit the possibilities of regional integration and integration into world value chains. The problems of governance, business climate
and cooperation between SMEs, the implication thereof in the relevant policies, also weigh very
heavily on productivity and competitiveness.
In spite of the efforts deployed by the countries of the region, these weaknesses demonstrate to what
extent progress remains to be made for strengthening SMEs and their contribution to sustainable
development. A certain number of policies must also be initiated or reinforced according to the different national realities and needs of the global region.

124 - UNCTAD (2004), Possibilities of action for strengthening competitiveness of SMEs, Note by the UNCTAD secretariat, Geneva.
125 - UNCTAD, 2007, Report of Experts Meeting on methods for growing the participation of mall and medium-size enterprises (SMEs) of developing
countries in world value chains, Geneva.
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Chapter IV
Recommendations and Room for Improvement
The persistence of many hurdles confronting the development of SMEs and the limits of the promotion policies in the countries of the region implies the need to reflect on the best adapted and most
feasible solutions.
The recommendations presented here continue and developed those made by the experts at the time
on the meeting organized by the ECA –North Africa Office from 10 to 12 March 2008 in Rabat126.
They take inspiration form the good practices applied in certain countries of the region and the world.
Box 3. Principal Recommendations
General Recommendations
• Set aside enough resources to devise and implement policies in support of SMEs.
• Push SMEs to make a greater commitment to the competitive modernization process.
• Strengthen partnership between SMEs and other public and private players in all fields of
interest.
Specific Recommendations
Coordination and cooperation
• Better coordinate the systems for promoting SMEs.
• Develop and reinforce collaboration between the State and the private sector.
• Implicate local authorities in promoting SMEs and entrepreneurship.
Financing
• Fully control the cost of financing offered to SMEs.
• reate institutions and guarantee funds dedicated to the financing of SMEs including at the
local level.
• Improve the adequacy of the financing offerings available according to the reality and constraints of SMEs.
• Expansion of the banking network by the establishment of regional SME banks.

128 - UNCTAD, 2008, Fundamental elements of an entrepreneurship policy, Note of UNCTAD secretariat, Geneva; UNCTAD, 1999, Contribution of
UNCTAD to the application of the new United National Program for development in Africa in the nineties: transport, trade infrastructures and competitiveness in Africa, Report of UNCTAD secretariat, Geneva.
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• Improve and reinforce information systems on the sources, mechanisms and financing
facilities offered to SMEs.
• Foster financing by stock exchanges, risk capital programs and investment funds for
strengthening shareholders equity of SMEs.
• Encourage migrants originating from the countries of the region for the creation and financing of SMEs.
SMEs Support
• Develop support services and with strong trickle down effect, push service companies to
help SMEs and strengthen the competencies of players dealing with design,
• Guarantee initiative-building regulatory conditions adapted to SMEs,
• Support and facilitate financing,
• Improve the quality and adherence to standards,
Training and capacity Building
• Promote the enterprising spirit and entrepreneurial culture.
• Improve the supervision of SMEs and the competencies of managers.
• Strengthen the human and institutional capacities of the parties contributing to the development of SMEs (governmental administrations, banks, universities, training centers).
• Pay closer attention to women in entrepreneurial fields and accession to the labor market.
• Improve the transparency of information and accounts with regard to financial and governmental players.
• Ensure adherence to international norms and standards on hygiene, the environment and
security of consumers.
• Adopt systems of labels showing leadership attitudes in the relevant fields.
• Respect the principles and standards for decent working conditions guarantees equity and
instrument of productivity and efficiency.
• Respect the ethics of protection of personal data, in particular in service activities.
• Encourage membership by SMEs in professional and trade associations in view of reducing individual vulnerability.
Adapting to climate change
• Induce SMEs to offer products and services adapted to climate change.
• Encourage SMEs to take advantage of the financing schemes offered by own development
mechanisms.
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Program assessment
• Strengthen the factual and analytical base for decisions in order to act effectively.
• Assess the programs for support to SMEs and entrepreneurship.
Clusters and the development of networks
• Development of SME networks and well-structured local productive systems.
• Facilitate access by SMEs to government contracts
• Set up and intensify links between SMEs and large domestic or foreign enterprises
Productivity and innovation
• Improvement of the productivity of SMEs and reinforcement of their competitive modernization
• Promote innovation and research at the service of competitiveness.
Regional cooperation
• Development of interchange and cooperation between SME agencies.
• Development of economic exchange and partnerships between SMEs of the countries of the
region.
Information technologies
• Encourage SMEs to take advantage of the opportunities offered by new information and
communications technologies in production, management and marketing, including with
regard to integration into world value chains.
• Encourage SMEs to take advantage of new information and communications technologies
to strengthen links with SMEs and other enterprises of the region.
• Encourage all the relevant parities to consider them as tools indispensable for rapid implementation and lower cost of many dimensions of the different policies of support to SMEs
and the aforesaid recommendations.
1. General Recommendations
• Generally, three areas of orientation are to be pointed out:
• The need by the public authorities to devote budgetary resources and the attention to be
placed on SMEs as indispensable actors in sustainable development, and in the devising
of economic policies.
• The need for entrepreneurs to resolutely join in the process for upgrading and improvement
of the competitiveness of North Africa economies by devoting the time and means necessary for the training of human resources and management of SMEs.
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• The imperative for all the relevant parties to foster partnerships between SMEs and all other
concerned parties (governments, universities, banking institutions, regional and international bodies) to upgrade the productive apparatus of the region’s countries and foster
research and innovation.
2. Specific recommendations
2.1. Coordination and collaboration
Better coordination of SMEs promotion engines
One of the factors pointed out upon examination of the means put in place for promoting SMEs in
the seven countries of North Africa is the multiplicity of stakeholders, the spreading and overlapping
of missions reflexive of the lack of strategic vision and coordination of efforts in support to the creation, development and perennial nature of SMEs.
Without going so far to propose keeping only one stakeholder with regard to the promotion of SMEs,
it is necessary to create a perennial mechanism for coordination and exchange of information
between the relevant parties. Periodic meeting in the forms of forums between these parties could
prove to be very useful in this respect.
Developing and reinforcing Cooperation between the State and the Private Sector
Recognition of the significant role SMEs play in development of cooperation between the representative of the private sector and public decision-makers is little developed.
It is necessary to encourage the private sector to set up structures sufficiently representative and to
implicate them in the devising of policies as well as in the completion, monitoring and control of programs designed to promote SMEs, as well in the definition of the orientations and sectorial priorities.
Implicate the local authorities in the promotion of SMEs and entrepreneurship
SMEs are important actors in the localities and regions of the various countries. They can reduce
poverty, create jobs and bring prosperity to whole regions. The local and regional authorities can
count on them to help solve local problems. Given that they are in the best position to understand and
act at the local level, local decision-makers must be called upon more often to participate in the policies designed to promote SMEs and job creation.
2.2. Financing
As seen above, the problems for financing SMEs are due to the high cost, limits to access, financial
instruments not adapted to the needs, the lack of proximity of service providers and the inexistence
of information available to SMEs.
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Although increasingly better trained, the managers of SMEs are often lacking in commercial or management experience regarding corporate management. Starting up a company is marked with uncertainty with regard o production and marketing. Uncertainty has grown in extremely complex and
constantly changing environments.
At the outset based on essentially intangible assets, SMEs are often under capitalized. They find it
difficult to obtain financing because the banks and conventional lending institutions frown on taking
risks. Specialized structures within bank, the establishment of guarantee mechanisms, State subsidies
and international and microcredit organizations for small projects make it possible to compensate for
a part of this deficit127.
Therefore, the needs are different depending of the profile of the SME. The financial products
designed for an enterprise under capitalized and with daily operating fund problems are not the same
as those enterprises looking for financing needs in order to develop internal growth or remaining on
the lookout for new markets. A few financial products are now beginning to emerge in North Africa
in view of meeting these expectations128. The development of stock exchanges considerably improves
access of SMEs to financing. Risk capital plays an increasingly large role in this area. The developers do not limit themselves to providing shareholders equity to enterprises because they also offer
assistance to management and follow-up of performance. This makes it possible to modulate capital
contributions according to the situation of the enterprise.
To help SMEs overcome the financial hurdle, it is necessary to exert full control over the cost of the
financing offered to SMEs. Indeed, the risk weighing on SMEs is often greater than on large enterprises which implies a higher cost of financing, however it would be inappropriate to sanction SMEs
are sometimes characterized as entertaining an actual risk less than that perceived. The approach to
be taken consists of strengthening the links between SMEs and banking officials in charge of this category of customer. Another way to go consists of helping SMEs and convincing them of the possibility of modernizing the productive tool thereby increasing productivity and profitability.
Banks seek in priority to invest funds to the benefit of the least risky members of their clientele. Most
SMEs are therefore excluded from conventional type bank financing. Arrangements and practices
such as the creation of institutions dedicated to SMEs are likely to constitute a partial solution to this
situation. Guarantee funds, if properly administered, can also help to reduce the said exclusion.
Banks well established locally having the mission of densification and strengthening the SME fabric, therefore becomes a clear-cut requirement as only institutions with sufficient local knowledge are
in a position to help these enterprises that in their own right are also locally based.
The SMEs of the region are often fragile and vulnerable enterprises whose managers are rarely of
very high level.

127- See ECA-North Africa Office, 2008b, “SMEs, players in sustainable development in North Africa
128- Ibid.
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The banks design their services for sophisticated entities with up-to-date management. Therefore
most SMEs will find these services not very well adapted. Efforts must be deployed to improve the
adequacy of financing made available and the reality and constraints facing SMEs.
In the countries of North Africa, the density of the bank network is sparse. In entire localities and villages there are no banks and even when they do exist, they do not meet the requirements of local
enterprises. The said enterprises will find difficulties even in locating a bank where they can meet
someone with whom they can speak about their requirements. Our proposal of going through exclusively regional banks specific to SMEs could constitute a solution for this largely obstacle-ridden situation.
Another aspect to be dealt with for easing financial constraints has to do with the provisions and dissemination of substantial information relevant to the sources, mechanisms and facilities of financing
available to SMEs. This should occur while developing adequate instruments and being able to speak
the local languages and dialects. Broadly disseminated media could also be used for facilitating the
broadcast of this information. The young, women and other relevant persons could also be used and
facilitators and contacts with the interested parties.
To support and facilitate financing of SMEs, other areas of action could be carried out in compliment
to those initially undertaken. This refers to putting in place of greater incentive building programs
with regard to SME financing via stock exchanges, and higher portion of microcredit solutions for
small size projects, enlarging of risk capital programs and investment funds for SME shareholders
equity.
Box 4. SMEs Access! to the Stock Exchange
More often than not SMEs find financing at banks. The stock exchange constitutes an alternative
way of financing, especially considering that banks are often hesitant about risk taking by SMEs.
The countries North Africa find it difficult to integrate SMEs into the financial market.. Three
countries in the region nevertheless are beginning to organize access by SMEs into the stock
exchange: Egypt, Tunisia and Morocco.
Egypt is the first country in the North Africa and Middle East region to have set up a stock
exchange dedicated to SMEs under the name of NILEX. This exchange created by the Cairo and
Alexandria exchanges in 2007 aims at offering stock market financing conditions adapted to the
specific needs of local SMEs. The objective of the operation is to improve the growth perspectives
of dynamic SMEs by facilitating access thereby to more flexible and less costly conditions than
through the conventional banking system.
In Tunisia, the new alternative market was inaugurated in December 2007. To adapt to the new situation of SMEs, the conditions of admittance were simplified in comparison to the official stock
exchange (publication of certified financial statements limited to the past two fiscal years, profits
and dividend distribution not required). However there remains a need in competencies in financial analysis which has led the financial market Council to sign a contract with a French financial
analysis firm for training a first contingent of national financial analysts for dealing with SMEs,
supervising and lending support for access to the financial market.
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In Morocco, the eligibility criteria for the Casablanca Stock Exchange do not facilitate access by
SMEs to the financial market. Nevertheless, beyond the central stock exchange for large entities,
another compartment, namely the development market, offers more flexible conditions to integration. This is what allowed access by a certain number of SMEs to the Casablanca Stock Exchange.
Among the principal examples of successful listing, mention must be made of High Tech Payment
Systems (HPS), and enterprise specialized in securitized electronic payment solutions created in
1995 and listed on the Casablanca Exchange in late 2006. This stock exchange listing was the
result of the success by this company with presence in some forty countries in Africa, Europe and
Asia. It is demonstrative of the need for greater and deeper knowledge, diversifying the sources of
financing, improving corporate governance and transparency, as well as motivating and gaining the
loyalty of executive staff and wage earners.129
In spite of the world financial meltdown, in 2008 HPS reported turnover up by 8 percent vs. the
first half of 2007, thanks to the conquest of new export markets (90 percent of TO). HPS was also
recently chosen as one of the principal payment organizations in the world for the management of
its activity in 22 North African and Middle Eastern countries.
In addition, in late 2008 HPS bought another electronic banking SME in Morocco known under
the name of S2M. The objective of this operation was to take advantage of the complimentary
nature of the activities of both entities in view of improving competitiveness abroad and strengthening its presence outside the country.
Today, HPS operates in 50 countries (even more if including recently purchased S2M).
Migrants from the countries of the region, representing a non negligible share of the national populations, constitute true potential for the creation and financing of SMEs and their resources still
remain insufficiently exploited. The countries of the region should encourage their migrants to partake in the creation of SMEs by providing them special dedicated window and services.
2.3. SMEs Support
Developing support services and strong trickle down activities should be provided to service enterprises to assist SMEs and strengthen the competencies of the relevant actors with regard to design.
The availability of backbone services and infrastructures fosters the creation, development and
longevity of SMEs. Also, strong trickle down projects and activities help to solidify the economic
fabric and create new opportunities for SMEs. Indeed, services such as studies and communications
are often expensive and unaffordable by SMEs. It is necessary to improve access by SMEs to these
services by supplying the necessary support, in particular in sectors of promise and during the startup phase.
The authorities can help confront this situation by consolidating consultancy firms and implementing specific mechanisms dedicated to promoting the design function. This requires the institution of
a system making it possible to partially cover the cost of studies in promising segments, for exam-

129- See ECA-North Africa Office, 2008e, Mobility of capital in North Africa: regional study (preliminary version), Bureau ECA-AN, Rabat.
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ple, via insurance and prospecting mechanisms. They could also support cooperation between SMEs
in order to pool their costs along with the public and private structures in a position to push facilitation (SPL, business centers, incubators, etc.).
With regard to the non-official sector which generates unfair competition, it will also be necessary to
reduce this cost and simplify project formalization and respect of the law
Securing Incentive-building Regulatory Conditions adapted to SMEs
The formulation of laws in fields such as competition, the regulatory framework, the tax system, the
job market, the financial market and bankruptcy laws should take into account the effect on SMEs.
Therefore, it will be necessary to take into consideration the point of view of small and medium-size
enterprises during the regulation process, and to require that the relevant authorities assess the impact
of their decisions on small size businesses. It would also be appropriate to strengthen the role of the
single windows so they can act as assistants and vectors of information. In this sphere, much can be
done via the use of electronic administrative tools.
Improving Quality
This refers to put emphasis on improving quality, adherence to international standards and the regularity of production regardless of the markets prospected by SMEs through:
• Strengthening the capacities of the standardization institutions that will deal with SMEs in
this process.
• Encouragement and multiplication of exchanges between the various SPE support centers
in the region’s countries where they exist, and emergency support in places where they do
not.
• Introduction of the environmental dimension in certification programs (bio products, ecological labels, ISO 14000 certifications, etc.).
2.4. Training and Capacities Building
Promoting the enterprising spirit and entrepreneurial culture
The development of SMEs also depends of the development of acquiring the entrepreneurial spirit
and the related competencies. Therefore it is necessary to integrate education for entrepreneurship at
all levels of the official education/training system.
Also to be guaranteed is access by the adult population to information, competencies and specialized
knowledge concerning entrepreneurship by means of learning programs throughout life and via the
media. Here also, it would be possible to promote the dissemination of training programs by stimulating the provision of services of this type by the private market, including specialized SMEs.
Improving Mentoring of SMEs and the Competencies of Managers
The SMEs in the countries of the region generally suffer from low levels of technical, scientific and
managerial mentoring which has negative consequences in an increasingly competitive environment.
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Improvement of mentoring for SMEs means that the enterprises have to intensify investment in
knowledge, research and development. Most enterprises in the region operate by centralized management without implicating any of their human resources in decision-making. It will also be necessary
to foster and strengthen the elementary managerial training of SME owners and help transform their
governance methods130.
Enhancing human and institutional Capacities
This means putting in place and supporting training programs and strengthening human and institutional capacities in the following areas:
• Material and human resources of the public administration in charge of SME promotion.
• Capacities in financial engineering of bank for the design of risk capital programs for
SMEs.
This also means conducting studies to update information on the training needs of SMEs, making the
difference between these means comparing high performance small and medium-size businesses to
those experiencing difficulty.
Another important action is to encourage training centers and universities to meet training needs, to
launch initiatives aiming at facilitating dialogue between universities and private sector operators as
well as ensuring that training programs very early on promote the enterprising spirit and culture
among the young, both male and female.
Strengthening Attention paid to Women
This refers to introduction of the gender aspect by:
• Introducing mechanisms facilitating female entrepreneurship;
• Enhancing female know-how specific to the region;
• Lifting the various constraints limiting the access of women to the labor market.
2.5. Governance
Corporate governance constitutes one component for SMEs upgrading. Even when national and
international legislation does not so require, the originators and customers are increasingly attentive
to the methods of corporate governance. Today, good governance is a requirement for gaining access
to several sources of financing, in particular with regard to risk capital and stock exchanges. In addition, good governance rules are an integral part of the institution of high performance managerial
practices guaranteeing longevity of the enterprise.
SMEs do not always have the means to obtain information about the conditions entailed by the
implementation of these practices. The public authorities and development partners can help to
spread information by explaining that the cost of good governance, even if seemingly impossible

130-

Interview with President and Managing Director of HPS at time of stock exchange listing (see L'Economiste, 28-12-2006)
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upon initial consideration, by far is less costly than bad governance. Especially considering that
faulty governance can comprise extensive costs for society in general (accidents of all kinds, deterioration of the business climates, loss of jobs, etc.).
The areas making it possible to list the governance aspect requiring special attention are:
• Transparency: it is important to clearly define the borderline between the legitimate need
to protect information such as manufacturing processes and the need to provide data on
SME accounts to financial and governmental partners.
• Norms and standards: adherence to rules pursuant to hygiene, the environment and security of the consumer today obey increasingly to globalized rules. SMEs are required to
adhere to these standards in order to qualify for access to markets.
• Labels: labels go well beyond just adhering to national and international rules and help the
enterprise managing to obtain them to demonstrate that it is a leader in its sphere of action.
• Decent working conditions: improving working conditions in the enterprise can lead to productivity increase and rule out all sorts of accidents.
The notion of decent working conditions today constitutes a priority required by many governments and international organizations.
• Protection of personal data: in face of growing offshore and call center activities in North
Africa, several SMEs now enjoy assess to information concerning age, residence and the
consumption patterns of individuals. This data is often resold to marketing companies
without respecting confidentiality.
• Membership in professional associations: the rate of membership of SMEs in associations
is very low. By neglecting this advantage so essential for the sharing of experience and
federating resources, SMEs simply aggravate their vulnerability.
Today the level of knowledge and implementation of governance practices remains rather limited.
Training programs in this sphere would allow the SMEs of the region to dispose of more valuable
assets in order to succeed.
2.6. Program evaluation
Strengthening the factual and analytical Base for effective Decision implementation.
The information at the disposal of decision-maker at the time of devising policies influences the
effectiveness thereof. In the majority of the countries of North Africa there is a lack of accurate statistics on the number of enterprises in general and SMEs in particular. Strengthening of the statistical base will make it possible to conduct comparative international analyses and studies to determine
the actual problems of SMEs. Therefore, a reliable and updated information system would constitute
a fundamental ingredient of any strategy devoted to the promoting of SMEs. To begin, it would be
necessary to develop a series of comparable indicators at the level of entrepreneurial activity and
environment in each country.
Assessing the programs for support to SMEs and Entrepreneurship
The actions undertaken for promoting SMEs and the private sector in general are costly. The authorities must make sure that the results obtained are on a par with the resources set aside. It will be nec102
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essary to make strides with regard to the culture of assessment in order to ensure the follow-up and
systematic evaluation of program performance in terms of results obtained and cost-efficiency ratio.
2.7. Clusters and in Network Development
Development of SPE networks and well-structured local productive Systems
One of the sticking points regarding the prosperity of SMEs is the scattering of units and high cost
of obtaining individual services. Often, due to the distances separating SMEs, it is difficult to develop the provision of services shared at the same time by several SMEs. The latter obtain such services at unusually high cost or decide to drop them entirely, which can only have a negative effect on
the organization, management and performance.
To confront this situation, it is important to pool costs, facilitate consortiums, help structure-building
networks, create associations and local productive systems facilitating business, boost learning and
reduce expenditure.
Facilitate access by SMEs to Government Contracts
Government contracts constitute an important market for SMEs primarily with regard to access
thereto by SMEs.
Introduce and intensify Links between SMEs and Large national and foreign Enterprises
SMEs constitute the basic part of the number of enterprises in developing countries. The strengthening of SMEs will call for the establishment of solid links between them and large size enterprises as
well as foreign outfits. Experience has shown that in most countries foreign direct investment does
not automatically lead to the creation of solid links in the local economy. Often foreign enterprises
primarily seek a factor of availability and low cost labor.
The type and solidity of the links created are broadly dependent on the technological capacities and
other resources of local enterprises, including those of SMEs. Thus, it becomes necessary to develop special programs and measure entering into the global and coherent framework of promotion for
investment, competition, technology transfer and the development of SMEs131.
2.8. Productivity and Innovation
Improvement of the Productivity of SMEs and Strengthening of Competitive Modernization
SMEs often operate under difficult conditions and for this reason incur additional costs.
Consequently, this has a negative impact on the positive elements in terms of job and wealth creation.
It is all the components of their internal and external environment that explain this situation. Indeed,

131- OECD (2006, p. 121).
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the « cost of major transactions considerably hinders the growth of SMEs leading them to computerize a part of their activities and return to old technologies and unskilled labor which substantially
limits their competitive capacities with regard to the outside »132. Agencies in charge of promoting
SMEs must clearly identify the position of internal and external factors and constitute a hierarchy of
problems reducing the productivity of SMEs. In this respect it is important to propose incremental
approaches easy to establish, in other words ones put in place gradually.
Promoting Innovation and Research at the Service of Competitiveness
Such an objective should constitute one of the priorities of programs in support of SMEs. This could
be done by:
• Assigning to universities and SMEs budgets large enough to be devoted to the promotion
of research and innovation.
• Encouraging migrants to enhance in their counties of origin all competencies in support of
SMEs in partnership with universities and research centers;
• Establishing private-public partnerships devoted to research and development;
• Inviting United Nations agencies, in particular la ECA and UNIDO to work together to
introduce an innovation component into exporting consortia and intensifying relations
between the consortia in the countries of the region.
2.9. Regional Cooperation
Development of Exchange and Cooperation between SME Agencies
To improve the devising and implementation of policies for promoting SMEs, it could prove useful
to set up tools to facilitate the exchange of experiences and competencies between agencies supporting SMEs. The organization of seminars and forums joining together the said agencies could contribute to the attainment of this objective. The creation of portals dedicated to the exchange of experiences could be provided in compliment to the said tools. The countries of the region can take inspiration of the experience gained in other regions of the world, in particular in the European Union.
Development of economic Exchange and Partnerships between the SMEs of the region
The development exchanges between the SMEs (and enterprises) of the region constitutes an important tool for the development of SMEs and the partnerships and markets thereof.
Fostering exchange between the SMEs of the region can occur by means of:
• Information and knowledge management technologies;
• Identification of business opportunities between the countries of the region;
• Participation in international fairs and trade shows in the various countries of the region and
support to B2B contacts.

132- UNCTAD, 2000, Improvement of competitiveness of SMEs by the establishment of links, basic document of UNCTAD secretariat", Experts
Meeting on relations between SMEs and multinational companies for promoting the competitiveness of SMEs, Geneva, 27-29 November 2000.
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Box 5. North Africa Economic Fair
In January the Maghreb Fair and Trade Show Union was created. The organization of an annual
Maghreb economic trade show was decided. The direct purpose of this annual event is to facilitate meetings between the enterprises of the countries of the Maghreb, and create the possibility
of weaving a series of links between them for exchange, trade and partnership. The end purpose
is to contribute to the strengthening of regional integration, in particular between the countries of
North Africa at a time when the potential for such integration is largely under exploited.
The first event was held in Algiers for a period of six days (26 November to 1 December 2009). It
saw the participation of 267 North African enterprises including 189 Algerian, 35 Libyan, 32
Moroccan and 11 Tunisian entities133.
The exhibitors and observers agree in saying that the Maghreb fair constitutes an excellent way to
promote SMEs in the North Africa region.
For example, Moroccan enterprises expressed interest in the Algerian market and some were able
to meet with potential partners.
The President of operator Wissat (Information and telecom systems) declared: « I am very satisfied with my attendance for the first time in Algeria to the extent in which business to business
meetings organized by the Algerian Chamber of Commerce and Industry bore fruit as well as the
visit of many professionals to our stand. Meetings will be programmed in Morocco and Algeria
with the Algerian partners interested in our solutions»134. This operator would like to procure a
license in Algeria allowing him to offer high tech solutions for information and telecom systems
addressing economic operators including SMEs and the public at large. Other examples of projects now underway are relevant to ready-to-wear companies.
Second edition of the North Africa Trade Show will be held in Libya in 2009.
Exchange and partnerships can also be fostered by encouraging chambers of commerce and industry
to take inspiration from successful initiatives regarding the establishment of sub-contracting interchange and the development relations between sub-contracting exchanges in the countries of the region.
Moreover, the regional potential for integration is largely under exploited and all the initiatives and
private undertakings that can cause the integration process to move ahead are to be fostered and bear
results whether for meetings between the political leaders, the signing of free trade agreements or
meetings between professional trade associations.
2.10. Information Technology
The new information and communications technologies being generic and transversal in nature, it
would be more than suitable to encourage all the relevant parties to deem as indispensable for fast
133- Bennaceur et al. (2007, op. cit).
134- Mauritanian enterprises were not able to come even though they were the guests of honor.
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implementation at lower cost, several dimensions of the different policies in support of SMEs as well
as the aforesaid recommendations.
Other areas of action deal with the need to encourage SMEs to take advantage of the opportunities
offered by the new information and communications technologies regarding production, management and marketing, including for integration into world value chains, as well as the need to use such
technologies to reinforce links with SMEs and other enterprises in the region.
2.11. Adapting to Climate Change
Strengthen the Capacities for SMEs to adapt to climate change
The actions that could be carried out to enable SMEs to contribute to the required adaptation to climate change consist of:
Encouraging SMEs to offer products and services meeting the requirements of the niche markets
offered by ecology and adapting to climate change.
Encouraging SMEs to take advantage of the financing solutions offered by the clean development
mechanisms by learning lessons from what is being done in other regions of the world..

Conclusions
Small and medium enterprises are and will be the spearhead of the economies in the North Africa
region. They will constitute large pools of employment and substantially contribute to economic
growth. For this reason it is necessary to place these needs at the very heart of government policies.
A priority is to facilitate the job of SMEs at the local, national and regional levels along with
improvement of the business environment.
The development of SMEs is to be placed in the framework of the integration of the region’s
economies into globalization. The new challenges SMEs must confront are the call for greater commitment by the States to guarantee the strengthening of SMEs, as well as a greater effort on their part
designed to improve the competitiveness and quality of SME products. In this regard, and given the
international economic climate, the creation of a development and financing strategy addressing
SMEs must be rapidly put in place together with professional and trade union associations to secure
their cooperation and involvement.
Along with the development of such a strategy, the measures of support benefiting the private sector, through the reduction of taxes and similar costs, the fight against fraud, the facilitation of financial intermediation, the creation of adapted financial instruments, and improvement of competitiveness should be continued, deepened and further expanded.
More efforts must also be made to bolster up the capacity of SMEs to comply with international standards, and to develop links between enterprises, as well as to innovate and modernize SMEs thanks
to programs helping suppliers in developing countries to integrate national, regional and world value
chains.
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