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Empower SMEs to shape a water resilient 
Europe 
 

Background 
Healthy and secure water resources are not only vital for our society and ecosystems, they are 
also critical to the resilience, competitiveness, and continuity of millions of small and medium 
enterprises (SMEs). Clean water sustains key business operations, from manufacturing 
processes such as dyeing, cleaning, and cooling to the production of materials, infrastructure 
maintenance, and the functioning of reliable supply chains. 

In Europe, water carries an estimated economic value of €11 trillion (European Environment 
Agency (EEA), 2024). Yet, water resources are severely impacted by high water demand, 
diffuse pollution and structural mismanagement of water bodies and infrastructure. These 
pressures are further magnified by human-induced climate change with evidence of 
intensifying droughts, floods, and water scarcity across regions. Between 2021 and 2023, 
weather and climate-related extremes caused estimated economic losses of over €162 billion, 
according to the EEA, with SMEs particularly vulnerable to resulting increases in operational 
costs, supply chain disruptions, and uninsured damages. Adverse climate impacts are expected 
to accelerate in frequency and severity, with associated economic losses to rise through 2030. 
A business-as-usual scenario is likely to widen resilience gaps, particularly for smaller firms 
operating in water-intensive sectors and climate-vulnerable regions.  

Key messages  
The Water Resilience Strategy must fully apply the “Think First Small” principle and 
respect subsidiarity at every stage of monitoring and implementation.  

The Strategy should encourage innovation in water efficiency, and provide SMEs with 
flexible, sector-specific demand-side targets, and effective technical assistance.  

The Strategy must apply a proportional application of the polluter pays principle, ensure 
SMEs have access to safe and affordable substitutes, and set discharge guidelines. 

The Strategy should include dedicated SME guidance and access points within existing 
financial instruments, strengthen early warning systems, and provide accessible climate 
risk mapping. 
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In response to these pressing challenges, the European Commission made water resilience a 
core political priority for its 2024-2029 mandate, by adopting a European Water Resilience 
Strategy (4 June 2025). By introducing policy guidelines, recommendations, action plans and 
pilot projects, the initiative paves a pathway to restore the broken water cycle, build a water-
smart economy, ensure clean and affordable water for all, bolster research and innovation, and 
strengthen resilience and disaster preparedness across the EU. At the heart of the Strategy lies 
the “Water Efficiency First” principle, which prioritises sustainable water use, reuse and 
conservation across sectors.  

To ensure the Water Resilience Strategy succeeds in practice and delivers positive long-term 
impact, SMEunited stresses it must embed the “Think Small First” approach throughout every 
stage of implementation. SMEunited urges the Commission to fully integrate SMEs in the rollout 
and monitoring of the Strategy. This means equipping SMEs with comprehensive and practical 
tools, viable incentives, and access to funding, to enable them to lead in water efficiency 
innovation, circular economy practices, climate adaptation, and pollution prevention efforts, 
without compromising their economic viability. To this end, SMEunited advocates for the 
following measures to guide the Strategy’s next steps:  

• The Strategy must strengthen the implementation of existing EU water policies, particularly 
the Water Framework Directive (2000/60/EC), which continues to face implementation 
gaps. The European Commission’s 2019 implementation report highlights insufficient 
monitoring of chemical pollutants, weak application of the polluter pays principle and delays 
in the adoption of River Basin Management Plans (RBMP). To close this gap, the Strategy 
should develop SME-relevant indicators to monitor their efforts in water use efficiency and 
pollution prevention in wastewater discharge;   

• Furthermore, the Strategy should require that all proposed water-related measures by the 
Commission undergo comprehensive impact assessments and cost-benefit analyses, to 
avoid placing undue burdens on SMEs’ competitiveness. As such, the full and consistent 
application of the SME Test, aligned with the EU Better Regulation principles, would ensure 
their environmental objectives are met, without placing disproportionate costs and 
regulatory burdens on SMEs; 

• In addition, SMEs must be actively consulted in the Commission’s multi-stakeholder forums, 
particularly those addressing water pricing mechanisms, water efficiency schemes and the 
application of the polluter pays principle; 

• Moreover, a sound Strategy must go beyond a one-size-fits-all approach. By respecting the 
principle of Subsidiarity, it should empower local authorities, national agencies, and regional 
actors to decide on local water management, based on negotiated balance of interest. The 
Strategy should move away from binding, one-size-fits-all targets, to a flexible toolbox of 
best practices and adaptable solutions, co-developed with sectoral and regional SMEs, as 
well as local water authorities; 

• At the same time, SMEunited stresses that the responsibility for water-saving efforts should 
not solely fall on manufacturing sectors. Agriculture and energy sectors and other high-

https://circabc.europa.eu/ui/group/1c566741-ee2f-41e7-a915-7bd88bae7c03/library/b560bc22-6a61-4b63-b62b-a7fe890ea177/details
https://circabc.europa.eu/ui/group/1c566741-ee2f-41e7-a915-7bd88bae7c03/library/b560bc22-6a61-4b63-b62b-a7fe890ea177/details
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water demand sectors must also be actively supported and trained in water-efficient 
practices. 

Finally, a successful Water Resilience Strategy will depend on its coherence across EU 
legislative frameworks and initiatives. To this end, SMEunited advocates for improved 
implementation, alignment and coordination across interrelated EU water legislation, including 
the Water Framework Directive and its subsequent Floods Directive (2007/60/EC), the revised 
Urban Wastewater Treatment Directive (2024/3019) and the Groundwater Directive 
(2006/118/EC). We also recommend greater coherence across related frameworks including 
the Zero Pollution Action Plan, the Circular Economy Action Plan, the REACH Regulation 
(1970/2006), and the Industrial Emissions Directive (2010/75). To avoid an avalanche of 
overlapping rules, the Water Resilience Strategy should avoid putting excessive burdens, rising 
water costs, and fragmented obligations on SMEs.  

This paper outlines key measures to shape a robust and long-term water resilient future, 
leaving no SME behind.   

Addressing key challenges for a water resilient Europe 
SMEs face a double burden: They rely on secure access to clean water to sustain their 
operations, while they are increasingly constrained by strict discharge rules especially in water 
stressed regions, without access to affordable treatment solutions or viable substitutes, despite 
decades of EU water legislation. The EEA’s State of the Water report (2024) and the European 
Commission’s assessment of the 3rd RBMP (2025), shows that only 26% of surface waters in 
the EU meet good chemical status. Pollution from hazardous chemicals in manufacturing 
processes, atmospheric deposition, runoff from construction sites, and the release of organic 
waste remain pervasive. To address this, the Strategy should provide targeted incentives for 
SMEs to prevent and mitigate water pollution. 

Moreover, SMEs are increasingly exposed to supply disruptions and unintended water losses 
caused by outdated water infrastructure distribution networks, many of which were built 
decades ago. Across the EU, approximately 25% of clean water is lost due to leakage, with 
losses rising up to 60% in countries such as Bulgaria. These inefficiencies directly impact SMEs’ 
operations and resilience. Strategic investments in upgraded pipelines and maintenance are 
critical to reduce water losses, enhance operational efficiency and increase resilience to 
climate-related hazards.  

At the same time, the absence of clear EU guidelines to identify and maintain critical water 
infrastructures threatens the resilience of economic activities. Establishing a Trans-European 
network for strategic water resources, similar to the TEN-E or TEN-T, would facilitate the 
mapping of key infrastructure, such as reservoirs, storage tanks, desalination plants (especially 
in Southern Europe), water treatment facilities, and canals. Such networks would support the 
identification of assets critical to ensuring secure water provision and the continued functioning 
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of economic activities. The Strategy should also prioritise public and private investments in 
infrastructure renovation, maintenance and development, with a particular focus on supporting 
municipalities and SMEs in water-stressed regions. 

Compound by challenges of degraded infrastructure, water scarcity is increasing in both 
frequency and intensity across Europe. According to the Water Exploitation Index Plus, 30% of 
the European population and 20% of its territory experience annual water stress (EEA, 2024). 
These pressures are most acute in Southern Europe, particularly Spain, Portugal, and Italy, but 
are also becoming increasingly visible in Germany, the Netherlands, and Belgium. SMEs in 
water-dependent sectors such as food processing, textile, landscape gardening and tourism 
are disproportionately affected. In some regions, operating costs have risen by 10-15% due to 
water restrictions, water leaks and resource competition (OECD, 2024). Localised rationing 
measures, as seen in Catalonia (Spain) and Tuscany (Italy), have already disrupted production 
cycles and supply chains. The European Climate Risk Assessment warns that these pressures 
are already causing cascading effects, from hydroelectric and thermal power cuts, to transport 
disruptions, to operational halts, and job losses. 

Climate change further amplifies these challenges. As the fastest warming continent, Europe is 
experiencing more frequent and severe droughts, floods, heatwaves, and ice loss, which 
cascade into adverse socio-economic impacts directly affecting SME business continuity and 
worker safety. In 2023, prolonged droughts in Catalonia (Spain), the Oriental Pyrenees (France), 
and Brandenburg (Germany) contributed to a €246 billion drop in SME turnover in 2023 (OECD, 
2024). Moreover, floods, Europe’s most frequent climate-related hazard, have doubled since 
2014 (JRC, 2024). SMEs in vulnerable regions such as Thessaly (Greece), Bavaria (Germany), 
Valencia Region (Spain), Emilia-Romagna (Italy), and Nouvelle-Aquitaine (France), have 
suffered revenue losses of up to 30% following flood events (EIB, 2023). In Ravenna (Italy), 
three consecutive flood events resulted in €88.5 billion in total damage, with only €495 million 
insured (EUCRA, 2024). 

Within this context, the Strategy must not only address the economic consequences of water-
related disasters but also their implications for public security. To this end, we propose the 
development of a common European protocol for coordinated response to water emergencies, 
aligned with the existing European emergency policy framework. The Strategy must provide 
accurate risk assessment as well as feasible risk management and prevention measures for 
SMEs in line with the European Climate Adaptation Strategy and Floods Directive.  

Recognising SMEs as innovation drivers for water efficiency 

The European Water Resilience Strategy must recognise SMEs as key innovators and enablers 
of water-efficiency solutions, offering technological, technical and digital solutions. SMEs are 
already stepping up as key actors in resource efficiency. According to the 2024 Flash 



 

 5 of 8 

Eurobarometer on “SMEs, Resource Efficiency, and Green Markets”, 49% of SMEs have already 
adopted water-saving measures, in particular textile, tourism, agriculture, brewery and 
construction sectors. SMEs are developing innovative products and practices such as precision 
irrigation, soil moisture sensors and smart building designs. They are also developing digital 
water monitoring technologies including IoT sensors, AI-driven audits, and predictive analytics 
that have helped reduce water losses by up to 30% (Flash Eurobarometer 549, 2024). The 
European Water Resilience Strategy should enhance access to funding for SMEs, and provide 
guidance and best practices on water-saving practices across the value chain. To further 
unlock the full potential for SMEs in advancing water efficiency, the Strategy must improve 
access to funding, provide targeted guidance on best practices across the value chain, and 
support research and innovation.  

Moreover, SMEs in textiles, food processing, landscape gardening and construction sectors are 
already adopting circular and nature-based solutions including on-site greywater reuse, 
closed-loop recycling, low-flow infrastructure, and sustainable landscaping practices. For 
example, a cooperative of small landscape gardeners in Nouvelle-Aquitaine installed bioswales 
and rain gardens across urban parks, cutting irrigation needs by 40% while improving local 
flood absorption and biodiversity. To effectively scale such initiatives, the Water Resilience 
Strategy should develop a set of technical guidance that enables a practical and cost-effective 
transition to circular water practices and nature-based solutions. They must be tailored to the 
capacities and needs of SMEs across regions and sectors. 

In parallel, the Water Resilience Strategy should prioritise water demand side policies by setting 
clear and measurable targets for Member States to reduce water abstraction. In France, the 
2023 “Water Plan,” for instance, aims to reduce water consumption by 10% by 2030, notably 
through efficiency measures and the reuse of treated wastewater. However, reuse rates vary 
significantly among EU countries. For example, in France, only 0.6% of water is currently reused, 
whereas in other Member States, such as Spain, this figure reaches 14%. To ensure targets are 
realistically designed and met, the Commission must facilitate the sharing of best practices 
between Member States and define pathways adapted to national contexts.  

Moreover, SME sectors differ widely in water use, water consumption intensity, and technology 
capacity. For instance, the pulp and paper industry returns 90% of abstracted water to the 
environment, with only 10% consumed through evaporation and waste. Thus, regulatory and 
monitoring frameworks must also clearly distinguish between water use and water 
consumption to better account for sector-specific realities and avoid penalising low water-
consuming sectors. 

To avoid placing disproportionate burdens that would hinder the competitiveness of SMEs, 
reduction targets must be balanced with a right for businesses to consume the water they need. 
Reduction targets must be proportionate to a company’s level of productivity. This means that 
higher water consumption resulting from increased productivity should not be penalised. 
Additionally, reduction target measures must be accompanied by simplified, SME-adapted 
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measures, along with administrative and financial support instruments, to ensure the effective 
uptake and implementation of water efficiency objectives.  

Tackling water pollution without penalising SMEs 
SMEunited supports the objective of reaching good chemical status in surface and ground 
waters under the Environmental Quality Standards Directive (2008/105/EC) and its 
implementation under the Water Framework Directive. However, achieving this objective must 
be matched with feasible compliance measures, and cost-effective and available alternatives 
to hazardous substances, whether used directly in materials and production processes or found 
indirectly throughout the value chain. In addition, realistic transition timelines for shifting to 
safer substitutes are essential for recognising economic and socio-political constraints faced 
by SMEs. 

Small businesses contribute to water pollution mainly through wastewater discharges. Heavy 
metals, oil, nitrogen, phosphorous, and per and poly-fluoroalkyl substances (PFAS) are 
classified as ubiquitous, persistent, and bioaccumulative, and are primary barriers to achieving 
good chemical status in EU surface waters. The EEA stresses that if these substances were 
eliminated, 81% of surface water bodies would already meet the Water Framework Directive’s 
objectives (2024). The Water Resilience Strategy should leverage tools such as the Subsport 
Plus, which can help SMEs identify safer alternatives to harmful substances and access support 
services. In addition, the strategy must set discharge guidelines. The Strategy should also 
provide incentives for in-house treatment systems and shared facilities to reduce costs.  

SMEunited calls for a balanced and fair application of the polluter pays principle, especially in 
the Extended Producer Responsibility Scheme established under the revised Urban 
Wastewater Treatment Directive. The Directive mandates the pharmaceutical and cosmetic 
sectors to cover 80% of micropollutant treatment costs. However, micro pollutions also 
originate widely from households, healthcare and agriculture sectors, while the financial burden 
of treatment exclusively falls on the cosmetic and pharmaceutical sectors and water service 
providers. To ensure fairness and effectiveness, the Strategy should accelerate efforts to ensure 
that all polluters contribute proportionately. To this end, the Commission should lead 
assessments to accurately identify pollutant sources and assign responsibility to the 
appropriate polluter.   

Moreover, to manage PFAS realistically and responsibly SMEunited supports a targeted phase-
out of PFAS in consumer goods where safe, cost-effective substitutes exist, such as for textile 
coatings, greasing agents, components of heat pumps, and non-critical applications such as 
ski waxes, Christmas decorations, and lipstick packaging. However, PFAS uses remain critical 
for medical devices, semiconductors, and clean technologies, where currently no safe 
alternatives exist. The Commission should accelerate efforts to research and deploy cost-
effective substitutes to materials containing PFAS, as well as scale up PFAS destruction 
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technologies, such as high-temperature incineration at 860°C, which has proven to effectively 
eliminate PFAS (KIT, 2024).  

SMEs must be actively consulted during the Commission’s assessment processes to ensure 
their perspectives inform the political debate, especially given their absence from the recent EC 
study on "Non-essential Uses of PFAS”. Impact assessments should also reflect the variety of 
PFAS compounds, specific uses and varying exposure rates across different sectors. Finally, 
SMEunited supports the Commission’s proposal to set requirements for new products or update 
existing requirements under the Ecodesign for Sustainable Product Regulation and EU Ecolabel. 

Unlocking financial incentives for water resilience and climate 
adaptation 

The measures outlined in the Water Resilience Strategy must identify and address barriers 
currently preventing small businesses to access funding. This includes providing clear guidance, 
simplifying requirements and extending eligibility criteria for small businesses.  

The Strategy should outline how SMEs can secure finance to develop and adopt water-saving 
technologies, circular water practices, and nature-based solutions. Under the EU State Aid 
Guidelines on Climate, Environmental Protection, and Energy, public financial support through 
grants and subsidies is justified when investments generate clear environmental benefits to 
others, beyond the firm itself. For instance, SME adoption of on-site greywater recycling, low-
water cleaning systems, and in-house water treatment solutions, contribute to broader 
environmental goals such as pollution reduction and climate adaptation. By linking financial 
support to beneficial environmental actions, the Strategy should unlock cost-effective 
incentives for small businesses. 

Moreover, SMEunited calls on the Commission to prioritise the InvestEU Programme as a 
strategic tool to address financial barriers faced by SMEs, such as high upfront costs and high 
interest rates. By offering risk-sharing guarantees, InvestEU decreases perceived lending risk 
for financial institutions, enabling them to provide more affordable loan conditions for green 
investments. The Strategy should emphasise how this mechanism can help SMEs secure low-
risk loans for water-saving technologies and climate-resilient infrastructures. 

In addition, the Commission should ensure that the ongoing legislative procedure regarding  
European Regional Development Fund Regulation, which is expected to include water 
resilience as a priority, fully recognises the value of decentralised and regionally driven 
solutions. While there is a growing tendency to favour large-scale and centralised projects, 
SMEunited stresses the importance of supporting bottom-up initiatives that strengthen and 
meet the needs of local economies. 
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Moreover, the Commission should support the uptake and implementation of the Simplified 
SME Sustainable Finance Standard as a practical tool to help small businesses align with the 
EU’s Do No Significant Harm principle, without the technical and documentation-heavy 
demands of the EU Taxonomy. The standard helps SMEs access sustainable finance such as 
green loans and ESG-linked investments by recognising environmentally beneficial activities 
and certified climate-related improvements. It simplifies compliance through clear eligibility 
criteria, focused reporting on key indicators, and proportionate requirements tailored to micro-
enterprises. Working alongside the Voluntary SME Sustainability Reporting Standard, enables 
businesses to demonstrate their environmental efforts, particularly in water resilience. This, in 
turn, strengthens their credibility with investors and financial institutions focused on ESG 
performance and improves their competitiveness in securing green public contracts. 

Finally, to close the protection gap and help SMEs to better prepare and adapt to climate risks, 
the Commission should provide financial incentives complemented by greater risk awareness, 
strategic planning, and improved access to insurance. As highlighted in the Climate Resilience 
Dialogue, national strategies should make full use of the EU Solidarity Toolbox, the Union Civil 
Protection Mechanism, and the Solidarity Fund, to enhance Member States’ capacity to 
anticipate and respond effectively to climate-related disasters. In addition, SMEunited supports 
the Commission’s efforts to strengthen real-time and early warning systems in collaboration 
with the European Drought Observatory and the European Flood Awareness System. 

 

Brussels, 24 June 2025. 

 

For further information on this position paper, please contact: c.fragnay@smeunited.eu 

Catherine Fragnay 

Climate, Energy, and Environmental Policy Trainee  

 

SMEunited is the association of crafts and SMEs in Europe with around 65 member 
organisations from over 30 European countries. SMEunited is a recognised cross-sectoral 
European Social Partner. We speak on behalf of the 25.8 million SMEs in Europe which employ 
more than 87 million people. 
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