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European Commission

Directorate-General for Financial Stability,
Financial Services and Capital Markets Union
Rue de Spa 2

1049 Brussels, Belgium

Re: Public consultation on EU funds in the area of investment, research & innovation,
SMEs and single market

Dear Sir or Madam:

The European Network of Credit Unions (ENCU) appreciates the opportunity to comment on the
European Commission’s Public consultation on EU funds in the area of investment, research &
innovation, SMEs and single market.! Credit unions are consumer-owned, not-for-profit financial
cooperatives that promote financial inclusion in underserved European communities by offering
their members affordable and easily understandable financial products. There are
approximately 1,000 credit unions in the European Union (EU) with more than EUR 20 billion in
total assets and 7 million physical person members.?

ENCU notes that the EU budget remains a small part of the total public expenditure in the EU,
accounting for less than 1% of EU income, but this share is declining which in turn places
pressure to be more efficient and focus on areas where its impact is greatest.

Credit unions in the EU can play a vital role in supporting the economy by providing sources of
business credit to local communities and Small and Medium-sized Enterprises (SMES).
Programs such as the Competitiveness of Enterprises and Small and Medium-sized Enterprises
(COSME)3 can support credit unions in providing SME financing and the benefits to their local
communities can be significant.

1 The European Commission’s Public consultation on EU funds in the area of investment, research & innovation,
SMEs and single market (Jan. 2018), available at https://ec.europa.eu/info/consultations/public-consultation-eu-
funds-area-investment-research-innovation-smes-and-single-market_en.

2 See “Credit Unions in Europe;” http://creditunionnetwork.eu/cus_in_europe.

3 See generally “COSME financial instruments”; https://ec.europa.eu/growth/access-to-finance/cosme-financial-
instruments_en (last visited Mar. 7, 2018).
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In particular, COSME’s Loan Guarantee Facility which provides loan guarantees up to 50% of
the transaction can enable credit unions to provide SMEs access to capital that otherwise would
not be available due to the SME’s perceived higher risk or lack of sufficient collateral.

As such, when considering whether these programs are indispensable or whether they should
be homogenized for budgetary purposes (as per the Reflection Paper on the Future of EU
Finances), we instead would urge the EU to consider reducing the administrative burdens
associated with these programs and tailoring them towards specific industries such as credit
unions who can be effective in meeting the objectives of providing financing for SMEs.

To that end our responses to the survey questions are as follows:

Question 29. The Commission has preliminarily identified a number of policy challenges which
programmes/funds in this area of investment, research & innovation, SMEs and single market
could address. How important are these policy challenges in your view?
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Question 31: To what extent do the current policies successfully address these challenges?
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Question 33: To what extent do the current programmes/funds add value, compared to what
Member States could achieve at national, regional and/or local levels?
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Question 34: Please specify how the current programmes/funds add value compared to what
Member States could achieve at national, regional and/or local levels. Please clearly indicate to
which policies, programmes and funds your answer refer.

The COSME Loan Guarantee Facility which provides loan guarantees up to 50% of the
transaction, without charging a guarantee fee. Such low-cost guarantees can enable credit
unions to provide SMEs access to capital that otherwise would not be available due to the
SME'’s perceived higher risk or lack of sufficient collateral, and because national, legal and
regional SME loan guarantee schemes typically charge higher guarantee fees that make the
loans less affordable for SME borrowers. The no-fee COSME programme can assist credit
unions who are member-owned not-for-profit cooperative financial institutions provide much
needed financing to SME’s which in turn creates competitiveness and sustainability of the EU’s
enterprises and encourages an entrepreneurial culture and promotes growth. Because of their
cooperative nature, credit unions can often provide this service in an area where large banks
sometimes choose not to compete and often at prices lower than those of larger banks.

Question 35: Is there a need to modify or add to the objectives of the programmes/funds in this
policy area? If yes, which changes would be necessary or desirable? Please clearly indicate to
which policies, programmes and funds your answer refer.
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While the overall objective of these programs is appropriate, the objectives could include a
component encouraging the reduction of the administrative burden of beneficiary of the program
S0 as to not impede the intended results.

Question 36: The Commission has preliminarily identified a number of possible obstacles,
which could prevent the current programmes/funds from achieving their objectives. To what
extent do possible obstacles prevent the current programme/funds from achieving their
objectives?
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Question 38: The Commission has preliminarily identified a number of steps that could help to
further simplify and reduce administrative burdens for beneficiaries under current
programmes/funds. To what extent would these steps be helpful in your view?
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Question 40: How could synergies among programmes/funds in this area be further
strengthened to avoid possible overlaps/duplication? For example, would you consider
grouping/merging some programmes? Please clearly indicate to which policies, programmes
and funds your answer refer.

Merging the programmes for effeciency should not be the sole objective or criteria to decide the
fate of the programme, rather the efficacy of the program itself should be the primary driver.
Homogenizing various programs will likely lead to loss of the efficacy of the program. If a
program is not performing the focus should be on reducing the administrative burdens, looking
at what changes can be made to tailor it to a particular group (such as credit unions) and
focusing on how to maximize the results of the programme such as by reducing or eliminating
guarantee fees charged by the programme. Simply merging for the sake of efficiency may end
up being the bureaucratic poison pill to an otherwise productive programme.

Pagel 1



European
Network
of Credit

Unions

The European Network of Credit Unions appreciates the opportunity to comment on the
Commission’s Public consultation on EU funds in the area of investment, research & innovation,
SMEs and single market. Please do not hesitate to contact me or Jim Rusagara by email at
info@creditunionnetwork.eu or phone at +32 2 626 9500 or +32 488 809 437 (mobile) should
you have any questions regarding our comments.

Sincerely,

Andrew T. Price

Regulatory Counsel

European Network of Credit Unions
World Council of Credit Unions
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