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Abstract 

According to the Europe 2020 flagship Communication on an Integrated Industrial Policy 
and the review of the Small Business Act, supporting the internationalization process of 
the European SMEs is crucial to promote EU competitiveness. Recent data shows that 
85% of new jobs, in the EU, between 2002 and 2010 were created by SMEs. However, 
a very small percentage of SMEs is active beyond the Single Market, notwithstanding 
rapidly growing market opportunities abroad.  

The two key questions in the Workshop were : (1) what are the best policies supporting 
SMEs in accessing third markets and (2) is a better coordination between national and 
EU-level initiatives needed, and if so, how to accomplish this. The INTA Committee had 
requested the organization of the Workshop in order to explore proposals for 
implementing new strategies to improve the internationalization process. 
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PART I: SUMMARY OF THE WORKSHOP 

1. INTRODUCTION 

On January 24th, the EP/INTA Committee, chaired by Prof. Vital Moreira, hosted a Workshop titled 
“European SMEs and International Trade” aiming for a critical debate on the Communication released in  
November 2011 by the Commission, “Small Business, Big World-A new partnership to help SMEs seize 
global opportunities” (COM (2011), 702 of November 9th,2011) 

According to the Europe 2020 flagship Communication on an Integrated Industrial Policy and the 
review of the Small Business Act, supporting the internationalization process of the European SMEs is 
crucial to promote EU competitiveness. Recent data shows that 85% of new jobs, in the EU, between 
2002 and 2010 were created by SMEs. However, a really small percentage of SMEs is active beyond the 
Single Market, notwithstanding rapidly growing market opportunities abroad.  The aim of the 
communication is to explain the strategy put in place by the Commission to create the conditions to 
help SMEs going international. More in particular, to revise the already existing  support strategy, 
identifying the main drawbacks and propose new guiding principles to improve the use of financial 
resources in key markets as China, Brazil, India, Russia, US or Japan. There is already a strong support 
system that involves public and private agencies (more than 300 supporting programmes). Among 
them, the European Enterprise Network, the Market Access Database and the European Customs 
Information Portal (ECIP) help SMEs both in the Internal Market and outside by providing information 
and guidance in third countries. Other programmes provide financial assistance to supporting agencies 
located in other continents (such as to the China IPR SME Helpdesk). Member States also play a crucial 
role through national chambers of commerce abroad and the contribution of the private sector.  

Very often SMEs are not aware of existing support business, neither that provided by the EU, nor that by 
national governments. Sometimes, the support supplied does not match their needs or are not 
sufficient to meet their demand. In order to set out an efficient strategy, the Commission identified six 
pillars: (1) Strengthening and mapping the existing supply of support services – through an exercise 
that will cover private and public initiatives at local regional national and EU-level and aim mainly to 
identify duplication and fragmentation in the existing system; (2) Creating a single virtual gateway to 
information for SMEs –through a single online portal; (3) Making support schemes at EU level more 
consistent - a better coordination between the EEN and the national bodies; (4) Promoting clusters and 
networks for SME internationalization - Since export consortia and clusters are more than welcome, the 
commission will support the training for entrepreneurs and the building of clusters, encouraging 
synergies); (5) Rationalizing new activities in priority markets based on complementarity, additionality 
and sustainability; (6) Leveraging existing EU external policies, especially on trade through market 
access policies 

The two key questions in the Workshop were : (1) what are the best policies  supporting  SMEs in 
accessing third markets and (2) is a better coordination between national and EU-level initiatives 
needed, and if so, how to accomplish this. The INTA Committee had requested the organization of the 
Workshop in order to explore proposals for implementing new strategies to improve the 
internationalization process. 

After the introductory speech of INTA Chairman, Prof. Moreira, who outlined the importance of 
supporting SMEs in their internalization process as drivers of growth, he introduced Mr. Daniel Calleja 
Crespo (EC, DG ENTER), appointed Director General of DG Enterprise and Industry from the first of 
February 2012 and EU Special Envoy for SMEs. Mr. Calleja focused on the main policy interventions 
suggested by the Commission to support SMEs in the internationalization path by coordinating support 
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strategies together with national agencies. According to recent statistics, only one SME out of four 
trades in the Single Market while only one out of eight beyond. The question is whether there is a real 
untapped potential and, if yes, how to exploit it. In order to address this point, Mr. Calleja outlined three 
priorities, mentioned in the Small Business Act (2008): first, it is crucial to cut red tape; second, to 
decisively improve access to finance and, finally, to promote the internationalization process.  

The internationalization process of the SMEs is also strongly linked to the effective support provided by 
EU trade policies.  Creating a favorable business environment in an open and fair market is a necessary 
condition for SME competitiveness to improve at international level, this is what Mrs Signe Ratso, 
Director of Trade Strategy and Analysis, Market Access at DG TRADE, pointed out. She held the view that 
the potential of the SMEs’ internationalization process should be exploited mainly by opening markets 
and providing better access. This can also take place through the successful implementation of bilateral 
agreements that benefit small and medium enterprises more than large companies. Furthermore, 
reduction of trade barriers and enforcement of trade agreements can help them to address the 
challenges of third markets. After setting out several initiatives from DG TRADE providing market access 
and other necessary information for all market players, Mrs. Ratso outlined the key elements of the 
Communication. Among them, she mentioned the mapping of existing policies and the need for better 
coordination with existing national agencies, bodies complementary to the European initiatives. 

2. “DOES THE COMMUNICATION PROVIDE THE RIGHT ANSWER?” 

In the first panel, Professor David Smallbone (Kingston University of London), a recognized expert of 
SMEs’ competitiveness policies, pointed out that we should not exaggerate the real potential of going 
international since there is a significant percentage of entrepreneurs not interested in third markets due 
to the structural characteristics of their business. However, if they have the characteristics to expand 
their business beyond the Single Market, the EU has to support them not only before their 
establishment in third countries but even in the following years. For the EU to pursue this objective in a 
consistent way, David Smallbone wondered whether the EU has sufficient tools and whether the 
communication is going in the right direction to successfully promote internationalization. As stressed 
before, SMEs represent a heterogeneous reality, so it is crucial, according to Prof. Smallbone, to target 
the assistance provided. The communication has prioritized information on market access (concerning 
regulation, legal issues, IPRs, language,  cultural awareness and the European Customs Informational 
Portal) that can be easily oriented to large companies as well. This “one-fits-all” approach could fail as it 
does not match with the challenges of the SMEs. Currently, the support offered by the Commission 
partially consists of direct measures, mainly delivered in the home country, aiming to support the 
activities abroad in the initial phase (while assistance is also needed afterwards) and indirect support 
schemes aiming at enhancing their overall competitiveness.  Direct measures, which he believes, can be 
targeted to SMEs, include raising awareness of market opportunities, market research, support for 
export preparation and for foreign market entry. 

Prof Smallbone argued that, even if it comes late, it is desirable to propose a mapping exercise that 
would identify existing schemes and figure out where there are gaps and overlaps, including the 
support supplied by national agencies. Finally, he pointed out that although reinforcing the role of local 
access points in third countries could assist the small enterprises in seeking new opportunities, there is a 
risk of undermining their relevance if the wrong geographical locations are chosen. . He argued, for 
instance, that the IPR Help Desks located in Shanghai and Beijing are a good idea, but they should be 
placed closer to businesses usually located for outside these cities. Moreover, it is still not clear if the EEN 
(European Enterprise Network) is well placed to provide effective local access points in destination 
countries. 



European SMEs and International Trade 

 11

His overall assessment of the Communication is twofold. Indeed, it offers desirable approaches (e.g. 
developing evidence based policies, policy learning expressed by a new bottom-up approach and 
provision of information through a multilingual online EU portal). On the other hand, in other parts it 
looks more ambiguous. There is lack of clarity about the policy implications of the mapping exercise. 
Also, the Commission hardly addresses what kind of specific support is needed for SMEs that import 
from third countries. Finally, Prof Smallbone argued that the communication is rather weak in some 
other aspects such as (a) explaining how the support will be differentiated in the new Member States, 
that could potentially gain more from the support schemes, and (b) addressing the potential or actual 
costs of support billed to the SMEs which might have a chilling effect on their plans. 

Contributions in the first panel raised several reactions from the audience, especially from Members 
pointing out that there is a general feeling that European overregulation needs to be reduced, 
especially in view of boosting growth for SMEs, not only in view of international markets 
competitiveness. Other MEPs asked whether the Commission could do something special for SMEs in 
trade negotiations, whether financing schemes could be not be stronger focused on the specific needs 
of SMEs, why the regulation on the modernisation of the EU-Customs' Code was no longer foreseeing 
the facilitating element for SMEs in the form of an ‘authorized economic operator’ (accepted by the US 
Customs) and how the general communication could be ‘translated’ into comprehensible language for 
SMEs entrepreneurs. 

3. “SEGMENT, SELECT AND SUPPORT!” 

The second panel addressed more practical issues and aimed at collecting new ideas and strategies 
from the experts involved. Professor Fabio Antoldi (Catholic University of Milan) stressed six points. 
First, carefully asses the genuine internationalization potential of SMEs: who really is able to go abroad, 
especially to other continents and who is effectively interested in it. Second, target only the interested 
and committed SMEs for a better use of EU resources and greater effectiveness for SMEs. Third, 
entrepreneurs must first accept the need to grow and remain competitive and this may need support, 
as Mr. Calleja has underlined. Fourth, Prof. Antoldi outlined the need of observing the empirical 
evidence: usually, small entrepreneurs don’t go abroad alone but they tend to establish or join export 
consortia, where each of the firms has different needs and internationalization potential. His advice is to 
adopt a more proactive approach and offer more tailored support services. Fifth, the European Enterprise 
Network should be able to select in advance different market segments and types of SMEs in order to 
define support schemes that actually match SMEs' needs. Any support program is likely to work better in 
the presence of strategic networks of small enterprises that are more efficient and competitive abroad 
compared to the effect it will have on SMEs acting alone. Promoting export consortia and other clusters 
is an effective tool to reach a minimum efficient scale of production. Sixth, never forget that SMEs only 
succeed abroad if they have the right motivation, vision and capability of their managers. Executive 
education, with the use of SMEs ‘cases’, is crucial for small entrepreneurs. 

4. “THE LABYRINTH OF SUPPORT” 

One of the main findings of the workshop was to recognize the fact that European SMEs are a 
heterogeneous bunch. Still, internationalization is a crucial strategy for SMEs to grow. There is a well 
documented positive link between internationalization of firms and indicators of company 
performance. However, new Member States have different needs as compared to the EU-15, as pointed 
out by Dr. Magdolna Sass (ICEG EC and IE HAS, Hungary). Practical examples in the form of five case 
studies show that new member states do have competitive and innovative companies, some of them 
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“born global”, boosted by the process of liberalization and deregulation and also   by support programs 
at EU- level (PHASE SME, for example). As in other countries, SMEs account for a large share of 
employment and value added. However, most of them are micro-enterprises that, given their 
reluctance to join export networks, are extremely fragile when competing outside national borders. 
Furthermore, the institutional support framework is less developed and funded in the new member 
states and often unable to effectively help them to overcome these obstacles. Language barriers and 
very different entrepreneurship cultures make it even more difficult to expand SMEs’ activities beyond 
the single market, especially towards BRICS, CIS countries, Korea and Japan. Dr Sass also spoke about 
the “labyrinth” of SME support, regarding the plethora of schemes and support which are too complex 
and often characterized by overlaps and/or gaps. The commission’s initiative to clean up the “labyrinth” 
and to improve the provision of information is desirable but will have to confront vested interests that 
could hinder the cleaning process. Finally, Dr. Sass agreed with the Commission that bottom-up 
approaches and strategies of targeting were the right approach. 

5. CONCLUDING REMARKS 

The workshop ended with remarks of Professor Jacques Pelkmans (College of Europe and CEPS).  He 
attempted to summarize the questions and debate. He also argued that the obstacles experienced by 
SMEs in taking advantage of existing support programs would seem to suggest that the Commission 
reform proposals of November 2011 are less designed for SMEs and perhaps too much for those 
supporting them. Moreover, the range of complex initiatives proposed by the Commission would need 
streamlining, by improving coherence, better coordination of the existing hundreds of programs, and 
facilitating access to relevant information. This aim would require substantial cleaning up and 
rationalization, if support of SMEs is to become more effective and transparent. Professor Pelkmans 
recalled the emphasis on the new Member States, where resources for SME support are limited and 
representation in faraway countries rare. Finally, he recalled a useful report from the EU Economic & 
Social Committee (rapporteurs Cappellini & Paetzold, OJ EU, 22 Sept 2010) on how to support SMEs in 
their endeavor to adapt to changes at the global market. Their findings were succinct, underlined 
targeting and tailoring and stressed that the competitiveness of SMEs being a necessary condition.  

Strong points of the strategy proposed by the Commission include (1) a better coordination of the 
different players involved in the internationalization process of the SMEs and (2) supporting effectively a 
bottom-up approach which is evidence based. However, as emerged during the workshop one has to 
keep in mind which are the risks linked to that. To make the support system more efficient does not 
mean to forget about what the real needs of the SMEs are. EU trade policy must also ‘think small’ in 
concrete ways, all points having, in one way or another, been mentioned in the EP workshop as well.  
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PART II: What kind of support do SMEs require on their path 
towards internationalization- a critical assessment of whether the 
EC Communication provides the right answers? 
Prof. David Smallbone 

1. INTRODUCTION 

In view of the fact that 85 per cent of the new jobs in the EU between 2002 and 2010 were created by 
SMEs1, it is not surprising that Europe's policymakers are looking for opportunities to exploit the 
dynamism within the sector to the wider benefit of EU society. The figure is considerably higher than 
the 67% share of total employment in SME's. Moreover, the averages annual employment growth rate 
of 1% was double that of large enterprises over this period. In this context, seeking to promote and 
support the economic activities of SMEs outside the EU is viewed as part of the EUs approach to 
competitiveness.  Since the EU needs to find new sources of growth to provide employment and 
wellbeing for EU citizens, there is a simple logic in encouraging SMEs to look to the most rapidly 
expanding markets globally for future business growth.  However, recent survey evidence shows that 
only 13% of EU SMEs have been internationally active outside the EU through trade, investment or 
other forms of cooperation with foreign partners), compared with 25% that have been internationally 
active within the single market.  Superficially at least, this would suggest significant unfulfilled potential 
within Europe's SME sector for increasing the level of involvement in foreign markets outside the EU.  At 
the same time, the point needs to be made that this potential is certainly substantially less than it might 
appear at first sight, because of the large number of small firms that are tied to local markets and/or 
where business owners do not prioritise business growth. That is not to say there are not opportunities 
for market growth, but rather that these opportunities should not be exaggerated. 

Before turning to the key questions I have been asked to address, there are two definitional issues that 
need to be raised because they affect the answers to the key question.  The first is internationalisation, 
which has been described as the process of increasing involvement in international operations2. 
Exporting typically attracts the most attention from policymakers although internationalisation is much 
wider than this and includes import activity, such as the supply of parts and components, and foreign 
investment. The point to stress is that the type of support SMEs may need is affected by the way in 
which they are internationalising. Compare for example an SME seeking to export to China or India for 
the first time with another SME that is looking for new suppliers.  Internationalisation can be achieved 
through a variety of international market entry and development nodes, which include, amongst 
others, direct and indirect exports, licensing, franchising, international subcontracting, joint ventures, 
strategic alliances, mergers and acquisitions and the establishment of wholly owned subsidiaries in 
foreign markets. From a policy perspective, the choice of method used to enter a new market can have 
different implications for the home economy, including the direct effects on employment. In this 
regard, policy support for exporters may be easier to justify than assisting European SMEs to set up 
subsidiaries in foreign markets since the direct employment effects will occur in the host economy. At 
the same time, the principle of specialisation based on the law of comparative advantage suggests that 

                                                               
1 DG Enterprise and Industry newsletter, 16 January 2012 
2 Bell J, Crick and Young S . (2004). Small firm internationalisation and business strategy:], International Small Business 
Journal 22, 1, 23-54 
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support for a more broadly based concept of internationalisation may be justified if it is part of a 
strategy of shifting resources from lower to higher value-added activities. 

Since the  progression from home based internationalisation modes (e.g. exporting) to overseas 
production modes and from non-direct direct investment, require increasing resources and involves 
higher risks, differences may be observed between large and small enterprises in their approach to 
internationalisation. SMEs are more likely to supply their international markets from domestic 
production bases through direct and indirect export activity and sales/service subsidiaries. This helps to 
explain why the bulk of the literature on SME internationalisation results from exporting research.  

This leads on to the second definitional issue, namely SME, which may surprise some people given the 
apparent simplicity of using the numbers employed, supplemented by financial resources to 
distinguish SME's from large enterprises on one hand and from micro-enterprises (or very small firms) 
on the other, although in practice micro-enterprises are often viewed as part of the SME sector. Whilst 
the simplicity of these size classes makes them administratively convenient, they are not ideal in 
relation to support needs of businesses and how best these support needs may be addressed. More 
specifically, because the term SME includes businesses employing between 10 and 249 people, there is 
considerable variation within this category in characteristics that affects both support needs and how 
best the support is effectively delivered.  Compared with small firms, medium-sized enterprises are 
more likely to benefit from a managerial division of labour; a higher propensity to employ professionally 
qualified managers and a larger and more diverse financial resource base. Whilst they may also share 
some common characteristics with small firms, such as behavioural features that stem from an 
overlapping or coalescence of ownership and management, some of the other characteristics described 
affect their ability to receive and implement external assistance. In other words, in the field of business 
support one size of cap does not fit all. As a result, there must be flexibility on the supply side to 
accommodate this diversity, both in designing programs but also in terms of how they are delivered. 

2. WHAT SUPPORT DO SMEs NEED? 

Clearly the support needs of SMEs with respect to internationalisation relate to the reported barriers 
they experience, as well as the underlying strengths and weaknesses of the firm. The communication 
from the European Commission prioritises access to market information, locating possible customers 
and finding the right partners. In addition, it is suggested that SMEs face more complex issues such as 
compliance with foreign legislation, managing technology transfer and protecting intellectual property 
rights. Whilst these issues are also experienced by many large enterprises, SME face more challenges in 
dealing with them not least because their smaller size offers less scope for the employment of 
specialists and a managerial division of labour. 

As mentioned above, most of the existing literature on the international activities of SMEs relates to 
exporting. One of the main themes in this regard has been characteristics of exporters and the 
problems they face at different stages of export development. The latter can be important because it 
affects the nature and extent of the experience a SME has in dealing with such issues. More generally it 
emphasises the need to recognise the variety of needs and the importance of avoiding a ‘one size fits 
all’ mentality. Nguyen, Ghatak and Daly (2006), for example, stressed the need to include both internal 
and external characteristics, pointing out that most empirical studies of SME exporting tends to 
emphasise internal factors, such as a firm’s structure, operations and decision making. Similarly, Gurrieri 
and Petruzzellis (2008) emphasise how a SMEs export performance is affected by its structural and 
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organizational characteristics.3 Lautanen (2000) explores the relationship between the decision maker’s 
age and language ability, and export performance. 4In this regard, Knowles et al (2006) 5show that 
language skills make indirect contributions to international business success which is more useful than 
their direct contribution to communications. In contrast, few studies investigate the importance of 
networks on exporting. For example, Tomiura (2006)’s study shows that export feasibility is also 
enhanced by interorganizational relationships which create human contacts6. Nassimbeni (2001) 
reveals that SMEs’participation in consortia positively impacts on their export performance.7. 

The point to stress is the variety of obstacles that SMEs may be confronted with at different stages in 
their internationalisation including but not confined to the initial stage. One of the more robust 
frameworks for analysing these barriers is that of Leonidou (1995),who defined export barriers as ‘ all 
those attitudinal, structural, operational and other constraints that hinder a firm's ability to initiate, develop 
or sustain international operations’.8 In an extensive review of export barrier research Leonidou identified 
four main sources, each of which is briefly summarised below: 

Internal domestic-these are barriers that emanate from within the firm and relate to the home country 
environment. They include a lack of export marketing capacity, reflected in few staff with the requisite 
knowledge and experience of dealing with export marketing.. It can also include a lack of expertise in 
dealing with foreign government regulations, negative perceptions of the risks involved and 
management emphasis on developing domestic market activities. 

Internal foreign-these barriers also arise mainly from the firm's limited marketing ability and 
experience in the foreign market environment. For example, if modifications are required to meet safety 
standards or customer specifications, this can be enough to inhibit  some SMEs from exporting because 
of the initial investment required. Other examples include the provision of technical and repair facilities. 

External – domestic-these barriers emanate from the SMEs domestic environment and are typically 
outside its control. The most commonly cited examples include the large and complex documentation 
that is required in some foreign markets, although this is an area where effective policy intervention can 
help to reduce the barrier effect. 

External foreign-these barriers are external to firms operating in international markets. They include 
the effects of decisions made by foreign governments that can affect, for example, exchange rates, and 
tariff and non-tariff barriers. However, equally important for SMEs are the effects of language and 
cultural barriers, which some form of cooperation agreement with the foreign enterprise, for example, 
may help to overcome. 

                                                               
3Gurrieri, A.R. & Petruzzellis, L. (2008) “Does network matter in international expansion? Evidence from Italian SMEs”, 
Working papers n. 224. Fondazione Enrico Mattei, ETA- Economic Theory and Applications 
4Lautanen, T. (2000) “Modelling small firms’ decision to export- evidence from manufacturing firms in Finland in 1995”, Small 
Business Economics, 14 (2), pp. 107-124 
5Knowles D, Mughan and  Lloyd Reason (2006) Foreign language use among decision makers in successfully 
internationalised SME, Journal of Small, Business and Enterprise Development 13,4,620-641 
6 Tomiura, E. (2006) Effects of R&D and networking on the export decision of Japanese firms. Department of Economics, 
Yokohama National University, Yokohama, 240-8501, Japan. 
7 Nassimbeni, G. (2001) “Technology, innovation capacity, and the export attitude of small manufacturing firms: a logit/tobit 
model”, Research Policy, 30, pp. 245-262. 
8 Leonidou (1995) Empirical research on export barriers: review, assessment, and synthesis, Journal of Industrial Marketing 
3,1,29-43 
Wyer P. and Smallbone D. (1999) ‘Export Activity in SMEs: a Framework for Strategic Analysis’, Journal of the Academy of 
Business Administration 4, 2, 9-24 
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Leontidou’s framework draws attention to the variety of challenges facing SME seeking to enter and 
exploit foreign markets. It draws attention to the role of external influences and internal firm 
characteristics but also draws attention to the role of the domestic environment in influencing the 
extent to which a firm is challenged when seeking to exploit foreign markets. In addition, it implicitly 
recognises the role of a firm's previous experience in foreign markets. Just as the support needs of an 
SME varies at different stages of business  development, so are their support needs with respect to 
internationalisation affected by the stage of internationalisation reached.  

By drawing attention to the respective roles of the domestic and foreign environments, we are implicitly 
acknowledging the role of context, which is increasingly recognised as an important theme when 
analysing any form of entrepreneurial behaviour. Rather than taking external conditions as given, 
location is a key element in the context in which the firm is operating. In general, SME 
internationalisation tends to be greater in small open economies than in larger, more self-contained 
countries. In Ireland and Finland for example, the small domestic markets mean that growth oriented, 
niche focused producers need to export almost from day one if their growth ambitions are to be 
achieved.  

A simple point that is often forgotten is that for the individual firm exporting must be profitable if it is to 
be sustainable. Whilst this may seem obvious it is not always emphasised. It results partly from the ways 
in which some small firms get drawn into exporting (such as through unsolicited enquiries) but more 
importantly because of their failure to fully assess the resource implications which can impact on the 
rest of the business. Export activity in SMEs in particular must be seen within the context of the total 
activity of the firm. This is necessary if it is to be underpinned by adequate resources (particularly 
management capability, capacity and commitment), in order to ensure that foreign market development 
does not result in negative impacts on other aspects of business activity9 (Wyer and Smallbone 1999). 
While in many instances, export activity may be derived initially from the adaptive capability or 
opportunism of its management, it can be argued that sustained and profitable exporting depends on 
the firm's ability to successfully develop its export effort without adversely affecting other activities by 
over committing resources or by exposing the firm to excessive risk. 

This emphasis on the need for exporting to be profitable if it is to be sustainable may be used to 
promote the potential benefits that an SME can gain from seeking out expert advice to support its 
export effort. At the same time, it can also be used to draw attention to the different perspectives of the 
public policymaker and the SME owner. For example, in a 20 page communication, the word profit does 
not appear once. Public policymakers are increasingly looking to SMEs to export because of the 
potential welfare gains for the economy and society as a whole. Not surprisingly, most SME's objectives 
have different objectives.  

Of course, the European Union is not alone in ‘banging the export drum’, because of the potential gains 
of growth in the economy through the generation of external income and the associated multiplier 
effects. But from an SME perspective, exporting must be profitable and it is a message that one hears 
infrequently from the policy community.  The issue is a real one because of the variety of circumstances 
in which SMEs can enter foreign markets, often in an unplanned way. Some SMEs may have found 
themselves in international markets whilst lacking a strong motivation for being there.  Such firms may 
have entered foreign markets accidentally reacting to unsolicited foreign orders. The priority in terms of 
business support in these cases is help with business planning including provision of appropriate 

                                                               
9 Wyer P. and Smallbone D. (1999) ‘Export Activity in SMEs: a Framework for Strategic Analysis’, Journal of the Academy of 
Business Administration 4, 2, 9-24 
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management information, in order to ensure that the export markets are exploited profitably and 
thereby enhancing the overall performance of the business. 

3. WHAT SUPPORT IS CURRENTLY PROVIDED FOR SMEs?  

The support offered by the EU to SMEs for internationalisation is only part of the total support available. 
Most countries offer support at the national and often sub national levels, although the budgets 
allocated to this vary enormously. Some support measures may be classified as direct in that they are 
specifically designed to support international activities or businesses whilst others may be considered 
indirect in that they focus on enhancing the overall competitiveness of SMEs, rather than on 
internationalisation per se.  In many ways the latter may be considered more important in that the 
former are assisting firms to exploit their potential competitiveness on international markets whereas 
the latter are seeking to assist firms in achieving competitiveness 

Direct support measures range from raising awareness of opportunities, market research, support for 
export preparation, foreign market entry, to export market development and expansion focused 
activities  These measures have been classified by Crick and Czinkota(1995) into export service 
programs, such as seminars for potential exporters, export consultancy and export financing); and 
market development programmes, such as dissemination or sales leads to local firms, participation in 
trade fairs and preparation of market analyses.10 Much of the direct support is delivered in the home 
territory, with inputs from commercial attaches attached to foreign embassies although in the case of 
larger EU countries there is considerable additional support available from private sector institutions 
such as Chambers of Commerce. 

Indirect assistance essentially comprises economic infrastructure which can be hard (e.g. financial, tax 
and machinery leasing) or soft (e.g. training advice and information). In combination, programs of direct 
and indirect support might include access to information about foreign markets; some forms of 
financial assistance (e.g. export credit or foreign investment guarantees, grants and subsidies; advice 
and assistance aimed at upgrading management competence, sometimes involving specific help with R 
and D and technology; a better business environment by facilitating networking, and simplified one-
stop shop assistance.  

The existing measures at an EU level designed to support European SMEs to benefit from the growth of 
markets outside the EU may be divided into a number of categories: 

i. Infrastructural support, which includes the Enterprise Europe network which claims more than 
600 local partners worldwide. The rationale is to enable SMEs to find guidance on their doorstep when 
seeking to go international. The principle is a sound one although its effectiveness in practice depends 
on whether or not the local Enterprise Europe partners are organisations that local SMEs look to access 
support. 

ii. Market access strategy, which is based on a partnership approach between the EC, member 
states and the European business community. The aim is to lobby foreign governments to address 
trade barriers experienced by European SMEs. The market access database is a tool used as part of the 
market access strategy to provide information on tariffs and important non-tariff  

iii. The European Customs Information Portal which provides practical information to prospective 
traders as well as E learning tools and online databases. 

                                                               
10 Crick D and Czinkota M (1995) Export assistance: another look at whether we are supporting the best programs, 
International Marketing review 12, 3,61-72 
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iv. Financial support for the SME centres in Japan, Korea and China (IPR SME help desk). The EU 
also supports a network of 20 private business organisations operating in different markets varying in 
their purpose and in services provided by sharing a common focus on helping mainly SMEs 

v. financial support from the European Parliament has been used to set up Centres in India, China 
and Thailand, with an objective to provide comprehensive services for European SME in non-EU 
markets 

Clearly, in developing a strategy for supporting the internationalisation of European SMEs the European 
Commission is not starting with a clean slate. There is already a substantial infrastructure in existence 
some of it provided by the EU but much of it financed by individual member states, particularly the 
larger countries. This raises questions of possible overlap on the one hand and gaps in provision on the 
other, although the support is provided by a multiplicity of organisations many with different national 
interests 

The recent EIM study for the European Commission identified more than 300 support programs aimed 
at assisting business internationalisation in the EU and its member states, although the effectiveness of 
many of these appeared limited. Whilst the European Commission was required to take into account 
existing provision when formulating its current policy, existing measures are largely outside its control. 
The fragmentation of business support measures is recognised as a problem in a number of European 
countries (including the UK) not just because of possible inefficiency in resource allocation but also 
because fragmentation hinders SMEs find the help they need even where it is available. 

Despite the apparent comprehensiveness and overall appropriateness of the policy measures available, 
empirical findings on the level of awareness, usage and satisfaction with these programs has generally 
been negative 11(Ibeh, 2006). The EU Communication recognises that some internationalisation support 
measures are more effective than others.  Significantly, it also recognises that the large number of 
measures and bodies active in this field actually contribute to a situation where SMEs find it difficult to 
identify and make use of the assistance that is actually available. It is also encouraging that the EU 
recognises the importance of cost effectiveness in the delivery of publicly funding support programs. It 
is particularly pleasing to note that evaluation of pilot actions concerning the SME centres will help 
decide whether or not these actions should continue. It is important that these evaluations are 
undertaken by independent organisations. 

4. DOES THE EC COMMUNICATION PROVIDE THE RIGHT ANSWERS? 

Clearly in undertaking any assessment it is important to acknowledge positive as well as negative 
features.  In this regard, it is encouraging to see policy development being supported by an evidence 
base specifically assembled for the purpose, although it would have been preferable for it have been 
developed earlier in the process.  The rest of this commentary on the EC communication considers the 
appropriateness and likely effectiveness of specific aspects of the strategy proposed. 

The focus on information provision 

One of the main objectives of the strategy is ‘to provide SMEs with easily accessible and adequate 
information on how to expand their business outside the EU’, which immediately raises a number of 
interrelated questions: firstly, is information provision high on the list of SME support needs?; Secondly 
what types of information are to be provided; and thirdly is the provision of information sufficient for 
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SMEs. Is information of the types required? Is information on its own sufficient, particularly if firms have 
not internationalised previously. 

Support for an emphasis on information provision is provided by survey evidence in the 2009 report 
showing that 44% of SMEs reported a lack of adequate information as an important barrier to 
internationalisation. Moreover, one of the conclusions of a seven country study of internationalization 
and SME development that I conducted some years ago was that: “SMEs in all surveyed countries face 
difficulties in obtaining information about foreign markets as well as in promotion, not least because of 
their tendency to rely on informal marketing methods. Whilst the latter may be adequate in some 
domestic markets, it is more difficult to rely upon them abroad”12. Although this supports an emphasis on 
information provision, particularly market information, it also raises the question of the ability of some 
SMEs to effectively use this information, particularly those firms with limited marketing capacity.  

It is also important to look at the information needs of businesses engaging in other forms of 
internationalisation, such as investing to establish a subsidiary or firms looking for new sources of 
supply. The latter have tended to attract less attention from policy makers in the past than exporters 
because their contribution job generation in Europe is less direct. However, if more cost-effective supply 
solutions can be found in emerging markets than the competitiveness of European SMEs will be 
increased if they can tap into these sources. 

The Commission is also planning to launch an online portal that will integrate and streamline existing 
information and provide sector specific information about target markets including a detailed overview 
of the different support services available. This would seem to be a good idea and follows a 
recommendation made in the 2009 report about organising information provision of market 
developments and legal and institutional environment at an EU level. It is suggested that this online 
portal will link to online content in business support providers in each member state and will not 
duplicate existing information. Whilst this represents a positive development, its success will depend on 
the commission's ability to persuade agencies in the member states to share existing information. 

The proposed mapping exercise  

The EC Communication contains a proposal to undertake an in-depth mapping and analysis of existing 
support services both within the EU and non-member countries, with a view to identifying potential 
overlap and gaps in existing provision, initially for priority markets. The intention is to use the results as 
a starting point for deciding on any future actions. This is a logical step towards building an evidence 
base for future policy development, which is necessary if coherence between the EU and national policy 
measures is to be maximised.  

At the same time, it raises the question of why a basic mapping exercise was not conducted previously, 
in order to identify the most cost-effective use of EU resources, such as when decisions were made 
about establishing SME centres in target market countries. If it had been, then it would seem unlikely 
that the China Centre would have been located in Beijing, in view of the fact that a high proportion of 
existing support provision by individual EU member states is heavily concentrated in the Beijing -- 
Shanghai region. 

The importance of local access points 

The field of business support is littered with examples of programmes that are well designed, and an 
apparently logical response to the support needs of enterprises whose impact is limited by the 

                                                               
12  Smallbone D, Piasecki B, Venesaar U, Todorov K and Labrianidis L (1999) ‘Internationalisation and SME Development in 
Transition Economies: an International Comparison’, Journal for Small Business and Enterprise Development 5, 4, 363-375, 
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mechanisms used to deliver the programme. Indeed the Communication explicitly recognises the low 
take-up of business support services as one of the barriers SMEs face when seeking to internationalise. 

In this regard, the communication quite rightly recognises the importance of local access points as the 
point of entry into the business support system for SMEs seeking assistance with their 
internationalisation. At the same time, it needs to be recognised that convenience may not be the most 
important criterion influencing whether or not a SME uses the local access point, but rather the 
credibility of the organisation involved with SME owners. The most effective local access points to 
business support services will be those organisations that SME owners typically look to when they have 
support needs. In this regard, the Commission view the Enterprise Europe Network with its 600 local 
partners as the main vehicle for achieving this. Whether or not this proves successful is likely to depend 
on who is local partners are and the extent to which they are seen as one of the first port of call for SMEs 
looking for information. The answer is likely to vary between countries. 

Bringing a European dimension to the supply of services for SMEs in priority markets. Although 
the initial emphasis in EU support has been on assisting SMEs with initial market entry, the Commission 
have recognised that SMEs may require specific support once they have begun to operate in a third 
country.  As a result there is now a commitment to develop by the end of 2012 recommendations for 
improving the effectiveness of the entire support system available to European SMEs in non-EU 
markets. The idea is to assist European companies changing from one market to another. 

In an attempt to avoid duplicating existing support, it is intended that the approach to future support 
provision will incorporate existing service providers. This contrasts with the approach adopted 
previously which led to the establishment of EU SME centres in various target markets. Whilst the aim is 
very laudable, the proof of the pudding is in the eating. It remains to be seen whether or not national 
providers which vary considerably in the nature and extent of their offer can be persuaded of the 
benefits of co-operating to provide an integrated support system that SMEs can easily find their way 
through to access the support they need. 

What is proposed makes good sense as it will build on the results of the mapping exercise, seeks to 
incorporate good practice and avoids unnecessary duplication. At the same time, successfully 
integrating existing national provision will be a challenging task. The commission hope to encourage 
member states to open up their services in non-member countries to all EU SMEs on a voluntary basis. 
This is idealistic and whilst it is undoubtedly happening at present, to some extent at least (for example 
in China where the German chamber have assisted Slovenian SMEs on an ad hoc basis, referred by the 
Slovenian embassy).  But it is difficult to imagine this happening systematically and on a large scale 
without payment being involved. This is a particular problem in the case of new member states, where 
support provision in target markets is typically very thin on the ground. 

Intensifying the work of market access teams 

Although the focus of the Communication is on providing support for individual SMEs in their efforts to 
internationalise, there are also potentially important contributions at the macro level where the 
European Union is using its influence to seek to ensure foreign market access. This refers to the work of 
the market access teams whose strategy has recently been renewed. Working in partnership with the 
member states and the business community, the European Commission actively seeks foreign market 
access with varying degrees of success. Certainly, in the case of China, there would seem to be a case for 
intensifying the efforts of the market access teams to avoid a repeat of the recent situation where 
foreign firms were barred from acting as suppliers when the new high-speed rail system was under 
construction.  As a consequence, the work of the market access teams remains an important part of the 
EU's internationalisation strategy; to the potential benefit of firms of all sizes, as the European 
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Commission needs to remain active in seeking to maintain unrestricted access for European SMEs to 
target markets. 

5. CONCLUSIONS 

As national economies become increasingly internationalised, businesses are presented with new 
sources of threat and opportunity. Whilst this applies to firms of all sizes, the more limited internal 
resource base of SMEs compared with large companies can place them at a disadvantage when seeking 
to identify and/or exploit international business opportunities. However, the inherent flexibility found in 
smaller firms with flat organisational structures and direct management styles is potentially a source of 
competitive advantage. As a group, their stronger employment growth performance compared with 
larger enterprises often attracts the attention of policymakers, who can see potential welfare gains for 
the economy as a whole emanating from the selective use of public funds to help SMEs overcome size 
related constraints.   

In this context, the question is does the recent communication from the European Commission suggest 
they have got it right in terms of providing types of support that SMEs need, and delivered cost-
effectively. My overall assessment is that in some respects they are getting it right; in other respects, it is 
not clear if they are getting it right or not because of certain vagueness about what is being proposed; 
whilst in other cases they are almost certainly not getting it right. 

In this assessment, the positive features include an attempt to develop policy on the basis of a 
systematic research evidence base. In this regard, the European Commission should be congratulated in 
having the vision to commit substantial resources to undertake this large and diverse study from which 
many of its recommendation and propose policy measures are drawn. There is also evidence of some 
policy learning, which can be illustrated with reference to the change in approach in target markets 
moving away from a top-down SMEs centre type intervention towards a more bottom-up approach 
based where possible on the use of existing service providers. At the same time, there is little reference 
to the geography of business support which in larger target countries such as China and India is a major 
issue because existing provision is highly concentrated in a few large urban centres (e.g. Beijing and 
Shanghai in China) whereas increasingly European SMEs and potential investors will need to look 
beyond the traditional centres as competition intensifies. In these circumstances there will be a real 
need for information about, potential and the emerging markets within these countries.  The 
multilingual online portal provides third country and sector specific information about priority markets 
together with details of the various support services available is a positive step. Although primarily a site 
where businesses can obtain information about markets, support available etc this might be the place 
to post video clips of SMEs that have successfully established in target markets overcoming the main 
barriers with help of business support providers as demonstrators. 

However, there are a number of areas where the future shape of business support provision in target 
markets is unclear. Uncertainty exists where future policy measures are dependent upon the results of, 
for example, the mapping exercise, which although a good idea comes rather late in the process. 
Uncertainty is associated with a lack of detailed descriptions of future policy measures. How will the 
mapping exercise be conducted? Will it include any attempt to assess service quality because the 
simple existence of a service does not mean many firms are using it nor reveal the extent to which users 
are benefiting from it? Economic impact assessments are notable by their absence, yet could help 
considerably to inform decisions about strengths and weaknesses on the supply side of the business 
support system. There is uncertainty about whether or not there will be good a local access to business 
support across the whole of Europe. The European Commission propose to use the Enterprise Europe 
network for this purpose but despite some proposals to strengthen the functioning and governance of 
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these organisations, they are not the first support agency of choice for SMEs in many European 
countries, which  may reduce their effectiveness as local access points in this program. The 
communication itself recognises that one of the main challenges is to raise awareness of support 
services available among SMEs. Since the success of the various measures proposed in the 
communication depends on SMEs across Europe finding out about them, key potential partners for the 
EC are the most commonly used business support networks in each of the 27 member states. Once 
again one size will not fit all. 

One issue that is not adequately dealt with in the Communication is the position of SMEs in new 
member states, some of which only have the part-time services of a commercial attaché in some target 
markets and is no Chamber of Commerce presence. SMEs in these countries potentially have the most 
to gain from the EU initiatives whether this takes the form of the EU SME Centres or co-operation either 
with experienced business support providers in larger states and/or with each other. Either way, if 
businesses require advice and consultation rather than simply information, there is likely to be some 
cost involved. In many cases, SMEs in new member states have very limited ability to pay and based on 
current experience, funds set aside from national budgets for this purpose are typically small and used 
up very quickly. Hence those SMEs that perhaps need EU support the most are arguably in the weakest 
position to access it. 

Finally, two important issues raised by the Communication are firstly the coherence of what is proposed 
and secondly its contribution to the competitiveness of Europe's SMEs.  In answering the first question 
we distinguish between internal and external coherence, both of which require detailed analysis in 
order to be answered fully and accurately. Internal coherence refers to the complementarily between 
the measures themselves. External coherence refers to the relationship between support measures 
proposed and existing provision. In the first case, a more explicit rationale needs to be provided for the 
respective roles of national and EU policy, as well as for the private and public sectors. The second 
question concerns the extent to which the measures proposed will help to make Europe's SMEs more 
competitive on a global level. Business support measures do not form the basis of the firm's 
competitiveness which is based more on the business model, its innovative capacity and performance, 
the effectiveness of its marketing and so on. But the extent to which the SME can exploit its potential 
competitiveness in the marketplace often depends on its ability to draw in external resources. The 
question of the nature and extent of the impact of this external support requires robust evaluation. 
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6. POWERPOINT PRESENTATION 

SUPPORT NEEDS OF SMES ON THEIR PATH 
TOWARDS INTERNATIONALIZATION - A 

CRITICAL ASSESSMENT OF THE EC 
COMMUNICATION

David Smallbone

Professor of Small Business and 
Entrepreneurship

Small Business Research Centre

Kingston University, UK
http://business.kingston.ac.uk/sbrc

 
 

INTRODUCTION

 Types of internationalization
• Exporting, importing, international  subcontracting, 

licensing, franchising, joint ventures, foreign subsidiaries

 SMEs –a heterogeneous group
• e.g. by sector, size (within SME band)

 SMEs and internationalization 
• Types of internationalization used affected by resource 

constraints   

• Perspectives of entrepreneur & public policy maker              
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.  WHAT SUPPORT DO SMES 
NEED?

 Support needs vary with:
• type of internationalisation, 

• underlying strengths and weaknesses of the 
firm, 

• its experience of internationalisation

 Examples include
• Information about markets, regulations, legal 

issues,IPR

• Finding and vetting partners

• Marketing

• Language and cultural awareness   

 

 

 

THE EC COMMUNICATION –AN 
ASSESSMENT

 Encouraging to see policy development 
being supported by an evidence base

 Focus on information provision
• Supported by survey evidence run EIM study

• Some firms need help in using information eg 
those with limited marketing capacity

• Little  said about access to advice or about 
pricing policy                                                  
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THE PROPOSED MAPPING 
EXERCISE

 a logical step towards building an 
evidence base for policy

 But why not earlier?

 Might have resulted in different solutions in 
some target markets

  

 

 

 

THE IMPORTANCE OF LOCAL 
ACCESS POINTS

 Low take-up of business support services 
recognised as one of the barriers to SME 
internationalisation.

 Enterprise Europe Network seen to provide 
the solution

 But will it?
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BRINGING A EUROPEAN DIMENSION TO 
THE SUPPLY OF SERVICES FOR SMES IN 

PRIORITY MARKETS. 
 Support no longer to be focused on new 

entrants

 to avoid duplication,future  provision will 
incorporate existing service providers. 

 A variety of practical issues need to be 
overcome, although co-operation is almost 
certainly  essential if SMEs in new member 
states are to access support

  

 

 

 

INTENSIFYING THE WORK OF 
MARKET ACCESS TEAMS

 Potentially important contributions at macro 
level where EU is using its influence to seek 
to ensure foreign market access

 case for intensifying the efforts of the 
market access teams eg China
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DOES THE EC COMMUNICATION 
PROVIDE THE RIGHT ANSWERS?
 In some respects, yes

• Evidence base

• Policy learning

• On line portal

 in other respects there is uncertainty about 
what is being proposed
• Information other than for exporters

• Precisely what will be mapped? Will it include 

• service quality? 

• Is the EEN well placed to provide an EU wide 
series of local access points? 

 

 

 

 

DOES THE EC COMMUNICATION 
PROVIDE THE RIGHT ANSWERS?

 in other cases they are almost certainly not
getting it right
• SMEs in new member states potentially have 

the most to gain from the EU initiatives

• But if businesses require support they must pay 
for , there may be problem 

• Hence those SMEs that perhaps need EU 
support the most are arguably in the weakest 
position to access it.
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PART III: Are existing EU policies and programmes helping SMEs to 
access global markets? Identification of value-added of EU market 

access initiatives versus those of EU Member States 
 

A. Can European SMEs really intercept the international paths of 
fast growth? 
Prof. Fabio Antoldi13 

1. INTRODUCTION 

Since the very beginning of this century,  world economic integration - encouraged by international 
trade agreements, technological improvements, more efficient international communication and 
transportation - has dramatically changed the international business environment and contributed to 
an impressive growth in international trade. As an outcome, in this increasingly integrated world, 
virtually all firms, regardless of their size, industry or country of origin, need to cope with the question of 
developing a strategic response to international competition. Therefore, many nations of the world 
have intensified  their assistance to the international strategies of their own firms. 

Nowadays, this is becoming more and more important in the face of the rapid growth of the BRIC 
markets and the new dynamics of the post-2008 world economy. In fact, the recent economic crisis – 
which particularly damaged Europe and other advanced economies - has made the need to 
internationalize firms more urgent, in order to protect the well-being of European citizens, create new 
jobs in our countries and boost the reprise of the European economy.  

As a consequence of this urgency, both the EU and national governments have been asking SMEs 
(Small and Medium size Enterprises) to become more involved in international business, in particular to 
promote their exports  outside the Internal market. Indeed, exporting  is the most common entry mode 
into a foreign market, as it involves a lower business risk, less commitment of resources and a greater 
flexibility than other forms such as joint ventures or direct investments.  

The aim of this paper is to make a contribution to European Union policy-makers at this stage of the 
strategic process, which is leading up to the design of a new policy for SMEs. Its title is in the 
interrogative form in order to stress the critical issues related to this challenge. Of course, some 
European SMEs are already seizing the new global opportunities and it is a common desire to want to 
intensify activities; and other firms can follow in their footsteps. In any case,  going international to such 
large, distant markets is something which is likely to exceed the possibilities of most small European 
firms. 

The paper underlines six key points seen as fundamental in order to assure an effective and efficient 
outcome to the new Commission’s strategy. They can be summarized as follows: 
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1. SMEs European population present an high degree of heterogeneity, so it is better to focus 
internationalization policies on only the most suitable segments, instead of targeting all SMEs. 

2. Going outside the single market is far more difficult that exporting inside the EU, because the 
world is only semi-globalized and the distance between Regional blocs is still an important factor. 

3. In many cases internationalization requires the firm to grow (in competencies, in relations, in size) 
and this growth process must also be adequately supported. 

4. Industrial clusters and SME networks can play a fundamental role in the new international 
challenge of European business. 

5. Because of the different needs and internationalization potentials of the different segments of 
firms, it is better to design distinct specific support initiatives, targeted to different selected 
groups of firms. 

6. Finally, human capital is crucial, because Europe urgently needs a new generation of pioneer 
entrepreneurs. 

All these issues are discussed from a microeconomic point of view and the analysis is grounded in small 
business management research and literature. Therefore, the overview of the market of 
internationalization services for SMEs is directed more to the demand side (the small firms) than to the 
supply side (the public or private services providers).  

Finally, the paper analyses the main issues related to the proposal of a better coordination between the 
internationalization initiatives at EU level and those at Country level and proposes some final 
implications for policy makers. 

2. THE CALL-UP FOR SMEs TOWARDS A NEW FRONTIER 

Because they largely represent the majority of  business units, over the last two decades more and more 
SMEs have started to become aware of the importance of internationalization as a means of enhancing 
their long-term profitability, competitive success and chances of survival. Indeed, globalization 
represents for SMEs both an opportunity and a threat; as they are no longer protected from foreign 
competition, they need to go international  in order to remain competitive even within their own local 
market.  

This call-up to internationalization for European SMEs in the recent past was worthwhile at a regional 
level and produced the promotion of their exports inside the single market. 

Europe now needs to intercept the new drivers of world economic growth, currently in operation 
beyond its borders, in fast-growing economies. This is clearly the goal of the Communication from the 
Commission “Small Business, Big World” which accordingly proposes a special effort to help European 
SMEs seize global opportunities in the third markets. 

As we are living through a  difficult time for business, an increasing number of European entrepreneurs 
are realizing that their future must be international. But many of them feel as though they are in 
quicksand, as their actions are hindered by a large number of internal and external constraints, 
including an inadequate entrepreneurial mindset, limited strategic competences, and absence of 
financial resources and trade credit. For all this reasons the Commission’s new initiative appears timely 
and necessary.   

European SMEs are expected to increase their exports towards BRIC markets in the near future, but this 
is a considerable challenge, particularly if we consider the not insignificant distance that still exists 



Policy Department DG External Policies 

 30

between Europe and the Brazilian, Indian, Chinese and other Asian markets, and the difficulties that 
European SMEs face in tackling such unfamiliar environments. 

For Europeans, targeting the Far East of Asia and the Far South of Latin America today may seem like 
the perilous navigation of old pioneers towards the New World in the XVI and XVII centuries. 
Unfortunately, those markets are not simply a vast new land to conquer and occupy, and neither is 
business merely an adventure for the brave or daring. In order to succeed in this new business frontier, 
SMEs need new resources, increased competencies and greater determination. 

In designing the new strategy for supporting the internationalization of small firms, the Commission’s 
document is based on various premises: the first is that there is an untapped potential for the 
internationalization of European SMEs in Internal and External markets; the second is that, in order to  
benefit from the fast growing economies, we must increase the number of European SMEs involved in 
international activities in priority markets; the third is that current measures to support SMEs by 
member States are often fragmented and uncoordinated, and therefore at times inefficient; the fourth is 
that the European Union is ready to increase its direct intervention, even promoting European-level 
actions if these can add value; the fifth is that the Commission will play a crucial role in the coordination 
and governance of this process of reviewing existing structure and actions and establishing a new 
strategy for supporting SMEs in international markets.  

3. SOME CRITICAL ISSUES ABOUT THE ‘UNTAPPED INTERNATIONAL 
POTENTIAL’ OF EUROPEAN SMEs 

There is no doubt about the fact that 23 million SMEs represent the economic backbone of Europe, 
accounting for two thirds of jobs in the private sector and 59% of total value added in the non-financial 
business economy in 2010. This large number of SMEs undoubtedly represents a valuable asset for 
European citizens and they absolutely deserve to stay at the centre of European economic policy.  

However, by looking at tables and figures describing this vast entrepreneurial population, one could 
erroneously believe that these firms represent a relatively homogeneous body, composed of similar 
firms differentiated only by their size (micro, small, medium). This is, of course, not true. Despite the fact 
that we tend to refer to them with the generic collective acronym of SMEs, they are not  homogeneous; 
and neither do they form a compact, solid army, ready to invade foreign markets at the European 
government’s beck and call.  

On the contrary, they present an incredible degree of variety. And the differences are not merely those 
relating to country of origin (for instance Northern vs. Southern Europe), or those of average size or 
industries, but there are also differences in identity, structure, business model, entrepreneurial culture 
and behaviours in domestic and foreign business environments. For example, within the statistical 
group of micro firm (0-9 employees), we could find both a young high-tech startup (launched with a 
view to rapid global growth) and a traditional artisan company. Within the category of small firm (10-49 
employees), a local fast-food business listed alongside  an innovative, specialized software house with a 
partnership in Silicon Valley. And finally, in the medium-size category (50-249 employees), a low-skill 
mechanical manufacturer working as a sub-contractor for a larger enterprise could appear alongside a 
medium-size firm which is a leader in an international niche market and operates worldwide with many 
subsidiaries as a kind of ‘pocket multinational’. Are they similar companies? Of course they aren’t, but 
statistics doesn’t consider their business nature nor their international involvement or potential. 

Therefore, when designing new policies for SMEs it is always necessary to look inside this ‘black-box’ 
and make the right distinctions between different business cases and needs.  
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In any case, when considering the internationalization of SMEs, it is important to bear in mind that 
although we work on the basis of a company size of 0-250 employees, in reality 92% of European firms 
are micro firms; of the remainder, 6.7% are classified as small, and only  1.1% are medium-size.  

For the specific purposes of the paper, considering SMEs  from a qualitative perspective can help us to 
avoid creating false expectations about their real international development potential and to suggest 
appropriate directions for new European policy. Classification into quantitative categories (micro, small, 
medium and then large) based on revenues, asset value and number of employees is not sufficient to 
make clear what these firms can actually do and become. 

 The strategic and organizational features of small business 

Although there is no univocal definition of small business, research and literature on small business 
management tend to underline some qualitative features distinguishing smaller businesses.  

Since the germinal enquiries about SMEs in Europe, we know that small businesses are not “little big 
businesses”, as the nature and the management system of these firms differ so greatly from those of 
larger enterprises. The Bolton Committee Report (1971), for instance, described a small business as a 
business that has a relatively small market share; that is managed by its owners in a personalised way, 
and not by an organised managerial structure; that is independent with the owner-managers having 
control of the activities of the business. Other studies added items to this list of characteristics: their 
capital is supplied and owned by an individual, or a few individuals; their area of operations is 
primarily local (although the market isn’t necessarily local); the entrepreneur is always involved in 
material decisions and takes an active role in all aspects of management, and his/her character is 
likely to be stamped on the ethos of the business; because they have a small market share, they 
cannot dictate price or influence heavily the sales volumes; their bargaining power towards suppliers 
is usually reduced, since they do not buy in large quantities; when occupying a niche market, they 
often become reliant on a small but loyal customer base (and if they lose only these key customers 
the business risks failure); they often find it difficult to raise the finance to grow, and are often highly 
dependent on customers' prompt payment in order to survive. (Nowadays, we can add that most of 
them face severe problems in accessing capital markets and are suffering due to the credit crunch…). 
It is part of the nature of SMEs to have particular strengths and weaknesses.  

We can underline four particular elements, occurring in SMEs, which better display their strategic and 
organizational features (Antoldi 2012). The first is entrepreneurship, or the fact that they are owned 
and led by one person (the sole owner) or at most by a very small group of people. Usually, small 
entrepreneurs represent the “engine” of the firm and are often very individualistic and not  inclined 
towards delegation or cooperation. A second distinctive element is that small firms normally present 
a simple, flat organizational structure that allows them to be flexible, because of the low level of 
division and specialization of labour; but they often lack skilled competencies. SMEs can change and 
react more rapidly and more easily than large enterprises. The third characteristic concerns the set of 
strategic options which are, or may be, implemented successfully by SMEs. Because of the limitation 
of resources, SMEs have a narrower range of competitive strategies compared to larger competitors in 
the markets. They can rarely adopt a cost leadership strategy (because of the low volumes of 
activities) and most of them follow a market focus strategy, targeting a narrow segment of their 
industries, or niche-seeking strategies. Otherwise, they have little chance of surviving against large 
firms competing in huge markets, particularly in concentrated industries, where economies of scale 
and economies of scope can produce concrete superior advantages to bigger competitors. In 
addition, many of those operating in the Business-to-Business industries, are not totally independent 
from a strategic point of view, as their ‘raison d’être’ depends on the choices of other firms: of their 
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main customer, when they are sub-contractors or suppliers of another enterprise; or of their main 
supplier, when they are the exclusive dealer of branded products.  

Finally - and this is the fourth characteristic - most of them are family owned and managed, which often 
implies limited availability of financial resources, lower mobility of top management team members 
and some suspiciousness to external alliances or openness of equity to new partners. 

The  profile described influences the international strategy-making of many SMEs. In terms of the SME 
decision-making process, it should be underlined that small entrepreneurs behave very differently 
from professional managers. Of course, economic information and business analysis are relevant 
factors in the successful decisions of SMEs, but the decision-making of small entrepreneurs is very 
different from the rational strategic planning of professional managers of large corporations. 
Intuition, speed, passion, emotion, personal relations and family connections are significant 
components of the business behaviour and strategy-making of entrepreneurs. We must also take in 
consideration the fact that SMEs usually have profound roots in their communities of origin, deeper 
than any large enterprise or multinational corporation. This is a real strength in terms of public 
support and social responsibility, but, at the same time, can also result in a more closed 
organizational culture.  

 What do we know about the “Internationalization of European SMEs”? 

The final report of the research carried out by EC and EIM “Internationalization of European SMEs” 
(2010) states that a considerable number of European SMEs are engaged in international export 
activities (25% of the total), yet only half of them are involved in export beyond the internal market 
(13% of the total of SMEs). Similar figures refer to import activity (29% of European SMEs import from 
abroad, 14% from outside the internal market), while a much lower percentage of firms are involved in 
other international activities. 

Unfortunately, the research did not measure the intensity at which these firms export and/or import - for 
instance, in terms of temporal continuity and ratio of exports to total sales - so we have to assume that 
sporadic and passive exporters are also included (e.g. firms that may have received only one,  
unexpected and  unsolicited, order from an unknown customer). This is a serious limitation of the 
research, as it fails to provide evidence of the real degree of internationalization of European SMEs .  

The report confirms the heterogeneity of European SMEs also in front to internationalisation. For 
instance, important differences emerge among firms when considering different industries: a high 
percentage of exports have been reported only in a few of the 26 sectors analyzed, namely mining, 
wholesale trading, manufacturing, sales of motor vehicles, research. But  most of the firms pertaining to 
other industries show a low or extremely low rate of internationalization, which often depends not only 
on the firm’s choices, but also on the still domestic nature of such industries.   

Another important point underlined by the report is the link between level of internationalization and 
size of firm.  Consistently with large research on SME internationalisation, the size of the firm appears 
positively related to level of internationalization, i.e. the larger the company, the more it tends to 
internationalize. Only 24% of micro firms export, compared to  38% of small firms and 53% of medium-
size firms. The same also applies to imports (28% - micro, 39% -  small, 55% - medium). 

The goal of the communication rests on the assumption that the current 25% of SMEs exporting inside 
the single market and the 13% exporting to third markets still represent a low performance that 
deserves to be improved. 

Furthermore, as a tacit consequence of this statement, the remaining 75% and 87% (respectively) of 
SMEs appear automatically as a natural target to be gradually  and partially converted into 
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internationally active firms. And the 12% gap between firms exporting inside and outside the European 
borders seems an obvious place to identify  the first natural candidates to take on the external markets.  

The Report (and the Communication) assume, therefore, that an untapped potential does exist. Of 
course it exists; but the question is, where is it? How many firms can exploit it, and which are they? What 
is its real value? So far, unfortunately, we do not  have the answers to these questions. But they are not 
just  details, since this information will determine the selection of targets, the design of policies and 
actions, the expectations in terms of return and, ultimately, the amount of resources to be put on the 
table. 

The internationalization potential of individual European SMEs deserves to be better identified, at least 
in terms of profile of prospective international firms. Otherwise, in the absence of a further in-depth 
investigation, we would be obliged, at least in theory, to target all SMEs, indiscriminately.  

 Are European SMEs really interested in going international? 

In general, both the awareness of, and to a greater extent,  the use of public support programmes 
among SMEs remain very low: only 15% of micro size firms are aware of the existence of public support 
programmes and only 10% use them, both financial and others. The percentages increase slightly for 
small size firms (20% for awareness and 13% for use of financial and 8% of non-financial support) and for  
medium size firms (respectively 27%,  16% and 6%). Once again, size seems to make the difference. 

There are also significant differences depending on type of industry: firms in the manufacturing and 
wholesale sectors are at least more aware of the existence of such programmes than firms in other 
sectors.  

In the case of a firm's use of the programmes, there are also difference between countries: the 
percentage of SMEs using public support for internationalisation varies a great deal from from country 
to country inside the EU. 

But again, the low percentage of European SMEs informed about the programmes is not sufficient 
reason to sustain there is a high untapped potential. The question is: Are there really so many more 
European SMEs that have the potential to get involve in international activities? 

The key is a concrete interest on the part of the firms in internationalisation. It is remarkable that only 
very few of the internationally inactive SMEs have concrete plans to start up international activities in 
the foreseeable future: only 4% . But we must also be aware that most of them will never be able to 
compete in such markets, either because they operate  in a domestic industry or because of a variety of 
possible constraints inherent in their business model: the limited value of products, an absence of 
demand,  inadequate resources or competences. 

It would not be far from the truth to believe that currently a large proportion of European SMEs – 
particularly the smaller ones - are not interested in going international. There are several reasons for 
this. Many of them belong to industries which have either a limited international market or are 
completely domestic: they have no business reasons to justifying internationalization. Others are sub-
suppliers of local medium or large firms and  their competitive strategy is thus, effectively, out of their 
hands and depends on the choices of their customers. Others belong to local SME systems, industrial 
districts or clusters, and their business success depends more on the competitiveness of the entire 
system than on their individual choices. Others are not motivated to take into consideration 
international markets because their small size and limited resources represent insurmountable barriers 
to competing in such large and distant markets.  

 Going beyond Europe is an option open to only a few, because… unfortunately, distance still matters! 
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The mandate to internationalize European SMEs appears even more problematic  if we target  markets 
outside the single market. Currently – according to the European Commission-EIM Final Report – the 
partner countries of European SMEs are mostly other EU countries, while, except for imports from China 
(27% of SMEs purchase from this country), relations with BRIC countries are generally underdeveloped: 
only 7 to 10% of European SMEs sell their products in Brazil, Russia, India or China.  

The Commission’s strategy is primarily to target external markets, namely the BRIC countries, USA and 
Japan, but it must be said that going beyond the single market remains a much tougher task compared 
to exporting within the EU. The external markets are complicated for SMEs because they are distant, 
and not just from a geographical point of view. It would be a mistake to think that helping European 
firms to enter Brasilian, Russian, Indian or Chinese markets is merely a question of availability of better, 
continuously updated information, provided speedily via help-desks or online. 

In general, when enterprises go international they experience higher costs than local firms. Reasons for 
this include lack of local information and market knowledge and unfamiliarity with the local culture and 
business environment. For this reason, in order to be successfully in foreign markets, firms need to 
leverage on firm-specific advantages (FSA) that enable them to overcome this liability of foreignness 
(Zaheer 1995). Globalization, linking markets and creating a slippery economic space, has only partially 
reduced the causes of this liability. For many scholars, only a semi-globalization exists, based on 
regional blocs (Rugman, 2004). Ghemawat (2003) argues that the distinctive feature of today’s 
environment is semi-globalization because it is not characterized by either extreme geographical 
fragmentation of the world in national markets or complete integration.  

The semi-globalization argument is based on the key concept that distance still matters and is the main 
source of complexity in international expansion. As Ghemawat (2001) has pointed out, distance exists 
not only in geographical, but also in cultural, administrative and economic dimensions. The importance 
of each of these dimensions varies across industries and across the countries involved in the pathways 
of foreign expansion. In particular, cultural distance affects beliefs, values and behaviours. Therefore, it 
gives rise to difficulties due to interpersonal barriers between members of the firm and outside 
individuals. Furthermore, a greater cultural distance has a strong impact at firm level as it requires 
complex adaptations of management practices and organizational structures and systems. 

The world is neither flat nor homogeneous: compared to 20 years ago, international trade is carried on 
much more easily within single blocs, rather than between different blocs. Going from a domestic 
market to an international market is easier when  this is restricted to a firm's  home region (the single 
market), but it is still tough – if not impossible for many small firms – as far as  other blocs are concerned.   

In other words, for European firms in general, and SMEs in particular, going outside the continental 
region is totally different from tackling other European markets. Even in a “globalized” world there are 
real difficulties involving in going beyond the home region. Therefore the concept of liability of 
foreignness, which has traditionally been theorised in the context of entry into a particular country, has 
recently been rethought at regional level. 

Empirical evidence shows that even most of the world’s largest multinational enterprises are not global, 
in the sense of having penetrated foreign markets broadly and deeply across the world (Rugman and 
Verbeke, 2004), but mainly home region oriented: i.e., the large majority of their sales are made within 
their own region of the triad (North America, European Union and Asia). This suggests that the 
additional costs of doing business abroad can be much higher when enterprises enter the other regions 
of the triad and, consequently, that the transferability of their FSAs is limited. 

Rugman and Verbeke (2007) have introduced the concept of home region-bound FSA to indicate this 
phenomenon. The building of regional blocs has emerged as a general tendency in the world economy 
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and, naturally, it also concerns SMEs. In a broad sense, a region is an area characterized by similarities in 
culture, customer needs, regulatory environment, and level of social and economic development. 
Regional strategies seem to be the most effective responses to cross-border competition (Ghemawat, 
2005). They are built on the basic idea that regions are a critical unit of analysis in the formulation and 
implementation of international strategies. 

International business research has traditionally focused on country differences. Consistently with this 
approach, the concept of the liability of foreignness has almost exclusively been theorised in the 
context of entry into a particular country. However, the importance of regions rather than countries as a 
fundamental unit of analysis is being increasingly acknowledged. As a result of economic and 
institutional integration within regional blocs, the world is moving towards regionalism, pushing firms 
to develop regional strategies and focus on regional markets.  

Semi-globalization and the phenomenon of inter-regional liability of foreignness can explain why 
European SMEs show a higher rate of export inside single markets than outside. It can also modify 
expectations of their success on third markets outside the European Region. 

4. LARGER MARKETS REQUIRE BIGGER FIRMS: THE CHALLENGE OF A 
FIRM’S GROWTH 

The core reason for the new EU strategy on SME internationalization lies in intercepting the dynamics of 
economic growth.  Indeed, the key-word “growth” – referring to both the world and European 
economies – is repeated several times in the Communication.   

However, more attention should be paid to the natural consequences of internationalisation for the 
firm, especially when this is directed towards large external markets, potentially requiring large volumes 
and more sophisticated business models. We are talking here about the growth of the SME itself.  

Anyone familiar with the strategic and organizational dynamics of international strategies  understands 
immediately that the option for an SME to tackle distant markets almost naturally implies changing  
borders and perhaps even the nature of the organization itself.  

In economic studies there has been considerable debate and vast research exploring the relation 
between firm’s size and economic growth. Parallely, the connection between the size of the enterprises 
and their international performance (for instance, in terms of export intensity) represents a classic topic 
of research in international management studies. Although there is still some discussion about the 
concrete nexus of causality, scholars are in broad agreement  that when a firm faces international 
markets alone it is subjected to developmental processes: on one side the internationalisation process is 
an important driver of firm’s growth; on the other side, firm’s size appears to facilitate the 
internationalisation of SMEs.  

Unless the firm is international from the outset (the so-called “born global company”), the 
internationalization process generally implies a significant business development process for the SME. 
This produces a qualitative and quantitative evolution along three basic dimensions (Grandinetti and 
Nassimbeni 2007): an enlargement of their system of relations; the enrichment of their competencies; 
and finally, in many cases, an increase in size (see Figure 1). 

Empirical research shows that development of relations is fundamental to guarantee successful 
internationalisation of SMEs.  Many SMEs even choose to grow on international markets through an 
extension of their external networks, both vertically, towards customers or suppliers, horizontally, with 
competitors, and transversally, with intermediaries such as research agencies or universities. 
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Furthermore, international strategies always require the qualitative development of the entrepreneurial 
formula of the firm, i.e. changes in the offer, in the selection of customers, in the organizational 
structures and bundle of resources and competencies. New competencies, in particular, are necessary 
to sustain FSA on unfamiliar markets, to manage operations in extended areas, to listen to and 
understand the needs of people not sharing the same culture, language, rules or ethics.   

Figure 1: The relationship between the internationalisation strategy and a firm’s development 

 

 

 

Finally, operating in international markets can also produce growth in a narrow sense, meaning the 
quantitative extension of a firm’s owner borders through internal or external lines (Penrose 1959). 
Operating in a larger geographical area often requires an increase in the production scale, in terms of 
volume of sales, employment and units. This is particularly true when internationalisation points to 
large, distant markets (such as the BRIC markets), where it is natural to expect growth because of the 
volume of both customers and demand. 

The issue of small business growth must occupy a central position in the new strategy to help European  
SMEs internationalise and seize the global opportunities. As a matter of fact, small firms meet internal 
and external constraints which hamper their growth  - being the first ones related to the owner-
manager’s profile and the scale of the enterprises, the second ones to the dynamics of competition and 
the structure of the industries (Storey 1994; Smallbone and Wyer 2006). 

More in particular, Smallbone and Wyer (2006) identify four major internal constraints to small firms 
growth: (a) the organizational culture of the firm (often too influenced by the personality of the 
entrepreneur); (b) finance (an inadequate financial resources base and difficulties in raising external 
equity and credit capitals); (c) attracting and retaining quality people (many small firms face only 
marginal labour market); (d) developing effective marketing and distribution systems (difficult access to 
market information, lack of marketing methods and tools). 

In order to ensure the largest possible diffusion of international practices among European SMEs, it is 
necessary to help entrepreneurs going international to manage the growth of their firms and to 
overcome internal constraints. Sometimes the inability of small entrepreneurs to manage the 
development process of their firms can result in a hidden barrier to successful internationalization or 
can generate significant sunk costs that thwart the competitive strategy of the firm. 

But not all European small entrepreneurs see growth as an important business objective. In some 
countries - such as Italy - one interesting phenomenon is worthy of note: many small entrepreneurs 
admit that they fear growth. They are concerned about losing control and being exposed to too much 
risk. They may understand perfectly that their industry is becoming international, but feel unprepared 
to manage the development of their firm. This is because they feel they do not have access to adequate 
financial resources or to highly skilled human capital (small businesses are still largely unattractive to 
graduates or professional managers). The entrepreneurs themselves are often not well trained in 
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managing international businesses or complex organizations, and are not open to handing over power 
to professional managers. 

Therefore, the challenge of internationalization cannot be reduced to a need to provide adequate and 
timely business information about customers, suppliers and regulations. Neither is it merely a question 
of logistics or distribution channels. The challenge also lies within the walls and at the heart of the SMEs 
themselves: the relationship between the entrepreneur and the firm.  

5. THE INTERNATIONALIZATION OF SMEs THROUGH STRATEGIC 
NETWORKS AND CLUSTERS  

Traditional research about internationalization has focused on firms acting alone on international 
markets.  

Actually small firms going international very rarely stand alone; they are usually well-connected  to 
many other firms and actors through formal or informal ties. In fact, it is increasingly acknowledged that 
firms can boost their export potential by leveraging on networks or collaborative strategies. And in 
many cases the decision of entrepreneurs to turn to the international competition path is strongly 
influenced by the experience of other neighbouring firms (Bonaccorsi 1992). 

International research on SME internationalization underlines the relevance of networking in explaining 
the international actions of small entrepreneurs.  These are influenced by the networks of relations that, 
within the market, link the firm to a large number of other players: customers, suppliers, competitors, 
family, friends, private and public agencies.  

Human and Provan (1997: 372) define SME networks as ‘intentionally formed group of small and medium 
sized profit-oriented companies, in which the firms are geographically proximate, operate within the same 
industry, potentially sharing inputs and outputs and undertake direct interactions with each other for specific 
business outcomes’. Proximity is a condition that enables firms to efficiently exchange or combine 
resources and competences, while being part of the same industry – in a broad sense - allows them to 
develop synergies along their value chain.  

Stable inter-firm networks allow members to gain reciprocal access to resources controlled by their 
partners. By relying on resource sharing and the coordination of production processes, firms can 
achieve economies of scale and scope, and simultaneously avoid the disadvantages of full 
organizational integration, such as high coordination costs and less strategic flexibility. In addition, by 
working more closely with other firms, an SME can access and share expertise, resources and 
knowledge in ways that would be impossible independently. The focus of the relational perspective of 
analysis lies in the concept of ‘social capital’, created by and within the network, which is used by 
researchers to indicate the source of various  benefits that networks bring to their member firms. Social 
capital in business is defined as ‘the sum of the actual and potential resources embedded within, available 
through and derived from the network of relationships possessed by an individual or a social unit’ (Nahapiet 
and Ghoshal 1998: 243). 

Two relevant examples of SMEs strategic networks are export consortia and industrial clusters. 

An export consortium is a voluntary alliance of firms with the objective of promoting the goods and 
services of its members abroad and facilitating the export of these products through joint action 
(Antoldi et alii 2011). Export consortia therefore represent a particular form of inter-firm network 
dedicated to fostering the internationalization of SMEs. Forming horizontal ties with other domestic 
partners may enable small firms to solve a variety of internal export problems concerning the 
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completeness and quality of the value proposition, organizational and financial issues, and the lack of 
information about foreign markets. 

Export consortia represent an attractive means of overcoming some barriers to export as they enable 
firms to pool resources that may be scarce at firm level and exploit economies of scale without losing 
firm flexibility. For this reason the consortium model is particularly advantageous for smaller firms, 
whether they are going international for the first time or trying to increase their existing degree of 
internationalization.  

Export consortia support the internationalization process of their partners mainly by supplying specific 
services that help them increase sales abroad, become familiar with target markets, make their brands 
known and gather information about foreign customers and distribution channels. By pooling their 
resources, individual partners can better cope with the transaction costs associated with international 
marketing, most of which are related to collecting information. They require relatively little financial 
investment, are not expensive in terms of human capital, are sufficiently loose (partners are still able to 
carry out many activities independently) and, finally, can be managed in such a way that partners need 
only  participate in those initiatives which are of real interest to them. 

The importance of networks for the growth and competitiveness of SMEs has led many countries to 
promote export consortia among SMEs; in Europe, for instance, export consortia are very diffused in 
Italy and Spain, while UNIDO is promoting them in many countries as a tool for boost the local 
economic development (Antoldi et alii 2011).. 

Industrial clusters also represent a valuable asset for the European Union in supporting SME 
internationalization. Academic research and studies supported by the European commission over the 
last decade have shown that half of the SMEs cooperate with other SMEs - particularly in countries such 
as Italy, Denmark, Norway, Finland and, more recently, also in France, Germany and in some new EU 
countries from Eastern Europe such as Hungary – in many different forms, including regional and local 
clusters, poles of competitiveness, science parks, outsourcing networks and industrial districts (see 
“SMEs and Cooperation Report”  by SMEs Observatory, 2003; and the report  “Innovation clusters: a 
statistical analysis and overview of current policy support”, 2007). A frequent motivator and concrete 
result of this increasing cooperation among small European firms is having better access to 
international markets in a more global economy (Villa and Antonelli, 2009). 

Clusters and networks represent ready-to-use platforms for the internationalization of SMEs, and are 
particularly suitable for involving smaller firms in collective international actions. Joining many 
independent SMEs in one single coordinated network allow both small firms to face more easily the 
internationalisation process and the supporting actors to assist them in a more effective way. 

The new strategy to help SMEs seize global opportunities should exploit this experience and support 
both the diffusion of SMEs export consortia and industrial clusters in all the member States and the 
creation of special measures for internationalization of such networks. 

6. DIFFERENT KINDS OF SMEs REQUIRE A VARIETY OF DISTINCT 
MEASURES: THE 3S FRAMEWORK 

If the European Union wants to achieve tangible results in its new strategy for supporting SMEs in 
international markets, it must also adopt a new perspective of actions based on the adoption of a more 
pro-active approach to SMEs and the offer and delivery of more tailored support services instead of 
undifferentiated and standardized financial and non-financial aid.  
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On one hand, the firms to be supported – whether they are already exporters (in order to encourage 
expansion of their international activities) or brand new future exporters - must be identified by EEN 
staff in advance, selected, researched, analysed and actively approached with internationalization 
programmes which actually match their needs. It is not yet possible to sit passively in  helpdesk offices, 
whether on the firm’s doorstep or in the target countries, simply waiting for entrepreneurs to knock at 
the door. 

On the other hand, the possibility of delivering value-added services depends on the capability of new 
EU support schemes and structures to design specific solutions starting from the real needs of the firms, 
which differ according to their size, industry, structure, target country etc.. Undifferentiated public 
measures targeted at a vast number of heterogeneous firms risks being ineffective and a waste of 
resources. 

In order to accomplish this, it might be useful to adopt a more “customer-oriented” framework of action 
which may be called the “3S framework: Segment, Select, Support” (Figure 2). This includes three main 
tasks for EEN partners: 

A. SEGMENT FIRMS AT THE COUNTRY LEVEL, taking into consideration the real potential of different groups of 
firms in each country, classifying them in terms of differing potentials and needs for 
internationalization (industry, size, set of resources, stage of its internationalization process, 
competitive positioning). Relevant characteristics include strategic relevance of the industry for the 
EU and the member State, international tradability of products, trend of demand for the products, 
rate of innovation of the firm or  industry,  existence of a consolidated experience on foreign 
markets. 

B. SELECT SPECIFIC POLICIES TAILORED FOR THE DIFFERENT GROUPS. It can be useful to design specific 
internationalization support patterns for each industry and/or segment of firms, training EEN staff to 
treat differently  firms at different stages of the internationalization process. This policy could also 
include creating different channels and bundles of services according to different target firms; for 
instance, preparing special tools and measures for single vertical industries (in partnership with 
business associations). The logic is not to provide different enterprises with the same set of 
information, avoid treating all the firms in the same standardized way and to avoid the creation of 
rigid undifferentiated protocols. 

C. SUPPORT  EACH SEGMENT OF FIRMS WITH THE CORRECT SPECIFIC MEASURES. The support given to firms at the  
internationalization helpdesk should include an initial assessment in order to identify the profile of 
the firm (aimed at positioning it into a specific segment) and then select and propose the bundle of 
services that best fits its needs and potential. Implementing this more tailored procedure will 
increase the efficiency and effectiveness of the support process. 

After identifying which typologies of SMEs are the most suitable candidates for internationalization 
both within and beyond the single market, the EU can help EEN local partners to promote in their  
territory an active search for candidates for internationalization in tradable sectors, according to the 
profiles of different segments and contacting each firms with suitable communications and proposals. 

If appropriate consideration is given to existing reports on the internationalization of European firms 
and industries, the best practices at European and country level and the dynamics of international 
markets, it is not difficult to identify the main profiles of firms that have the best chance of success in 
external and internal markets. The crucial point is to develop specific bundles of international services 
which respond best to the different needs of this type of firm. These bundles should integrate the entire 
range of support schemes offered by public and private actors at country level, EU level, both doorstep 
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and in the field. The bundle should be updated, dynamic and designed to fit the profile of the firms as 
closely as possible.   

 

Figure 2: The 3S framework 

 

Subsequently - and by capitalizing on the wide experience of EU and individual country helpdesks - it 
would be relatively simple to define a methodology of assessment (or self-assessment) of the 
international needs and potential of a single specific firm, designing diagnostic tools in order to enable 
EEN staff to quickly analyse their customer firm.  

Armed with these operational tools, local agents of internationalization would be able to scan the 
domestic business environment in order to proactively identify selected firms to contact and encourage 
them to enter new markets or strengthen their existing operations abroad.  

7. EUROPE NEEDS NEW PIONEER ENTREPRENEURS 

The possibility for European SMEs to succeed  in their new challenge depends of course on the ability of 
the firms to overcome the many external barriers that can thwart their international competitiveness, 
particularly outside the familiar markets of the EU.  

But their destiny largely depends also on the motivation, vision and capabilities of the people who lead 
them. 

In many European firms there is a more profound barrier which risks halting any effort to go 
international before it starts. Anyone who has travelled recently in the new fast-growing economies and 
visited local SMEs, will have noticed the incredible determination and energy of these new  
entrepreneurs. An obvious difference often emerges between these new businessmen and many 
European SME owners, particularly in the older industrialized countries. Each year the Global 
Entrepreneurship Monitor (GEM) Global Reports, by Babson College and London Business School,  make 
these differing attitudes evident. At times, it appears that, in our continent, personal responsibility and 
entrepreneurship have  been replaced by attitudes of passivity and entitlement, and the expectation 
that others will take care of our problems. In many business environments, a kind of passive 
victimization seems to prevail.  

Finally, the expected new wave of highly internationalized European SMEs can only come from the 
emergence of a new generation of pioneer entrepreneurs. The expression “pioneer entrepreneurs” links 
two different conceptual blocks: that of entrepreneurship - referring to the Schumpeterian idea of 
“disruptive creation” and eventually, innovation, vision and risk-taking - and that of pioneer - a  person 
who is among the first to explore or settle a new country or area or to research and develop a new area 
of knowledge or activity. 
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Entrepreneurs are individuals who are dissatisfied with the status quo, who take responsibility for their 
own lives and futures.  They also create new ways of getting goods and services to consumers, they are 
inventive. 

Pioneers have a vision of something better beyond their immediate world and are not afraid to travel  
untrodden paths or navigate perilous oceans to reach their final destination, making life more fulfilling 
for themselves and the world a better place for the rest of us. To survive in an unfamiliar and dangerous 
environment, pioneers have to innovate on the spot, solving any  problems which may arise along the 
way. 

Europe’s future needs to work to build and disseminate a new, entrepreneurial, pioneer spirit among 
young people. This implies making an extraordinary and timely effort to encourage and train new 
entrepreneurs and SME managers.  

Over the last three decades, the European Academy has been very effective at setting up and delivering  
MBA programmes to train high-level managers for large corporations (because this was what the 
market demanded!). But only a small group of business schools in Europe have good executive 
programmes dedicated to the development of small entrepreneurs and SME managers, or academic 
programmes in small business management.  

In the current climate, this is a weakness we need to address. European universities must help the 
entrepreneurs of today to change their mindset. We must train the entrepreneurs of the future. We 
must help the SME managers to support their superiors in changing the management of the firms. 

8. THE ROLE OF THE EU AND MEMBER STATES: THE NEED FOR A 
“COOPETITIVE APPROACH” 

One crucial point of the new strategy for helping European SMEs to enter foreign markets is how to 
achieve, in the near future, a better coordination among the different subjects engaged in supporting 
firms in their internationalization.  Currently, there is a multitude of public and private actors, generally  
uncoordinated, and at times overlapping or in mutual competition, with some obvious ineffective and 
inefficient duplications of competences.   

This issue may be solved by adopting a new model of governance aimed at better coordinating the 
actions designed to help SMEs seize global markets, and more efficiently dividing the tasks among the 
Commission, the member States and the other public and private actors concerned.  

The European Commission intends to govern its new strategy for supporting the internationalization of 
SMEs by adopting the guiding principles of subsidiarity, sustainability and efficiency. Two main politic 
problems may arise: 

1. Possible conflicts of interests among states and between specific states and the European 
institutions - in terms of cooperation vs. competition - when supporting their own national firms 
in the third markets; 

2. Selection of the supporting functions to be centralized at EU level and those functions to be 
decentralized at country level. 

Regarding the first issue, we should say, of course, that from a political standpoint, competition among 
member States appears contrary to the spirit of the Union and should be avoided, as cooperation ought 
always to characterize the relationship between European citizens and the institutions.  
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However, from an economic and business standpoint, we have also to accept that a certain degree of 
competition among national enterprises does exist, and that this is positive for the market system. For 
instance, French wine producers compete with the Italians; Belgian breweries compete with the Dutch 
and Germans; Swedish or Finnish software houses compete with the British and Irish. They compete 
directly in the markets,  in Europe as well as in China or Brazil. Competing with other European firms in 
the home market forces SMEs to be more innovative and also to drive their competitiveness in third 
markets. Indeed, innovative entrepreneurs usually  focus their resources and efforts on building a 
sustainable competitive advantage in the market. They commit to delivering more value to customers 
than their competitors and, by doing so, gain a superior margin compared to the industry average.  

According to the resource-based view of the firm, the competitive advantage of firms lies in the 
asymmetries between them, in terms of the set of tangible, intangible and human resources, the set of 
organizational capabilities, the entrepreneurial attitude and the ability to innovate (Ibeh 2001; Bell and 
Young 1998). In some business models, even resources related to downstream activities of the firm’s 
value chain can partially produce competitive advantage. For instance, updated and timely information 
about foreign markets can represent a source of internationalization competitiveness, if this information 
is not equally available to all competitors. Also, having an exclusive bridgehead in a foreign target 
market (for instance, for logistics) can represent a source of competitive advantage to firms, if this is not 
available to other competitors. Preferential access to the local networks of business relations (via special 
diplomatic or political links) can also give  a firm an advantage over its competitors when entering a 
market.  

When European SMEs compete in single and third markets, their states – in some ways – compete with 
each other in supporting their own firms. Competition can play a role even between partner states of a 
Union, in attracting investment, in defending enterprises and jobs, and in taking decisions and 
initiatives that support the interests of local stakeholders. In the past, some European countries have 
invested heavily in order to create benefits for their own national firms, even in those priority markets 
actually targeted by the EU.  A new landscape for the future, where the set of information supplied (for 
instance, about foreign customers and suppliers), or services and financial help for internationalization 
in one country becomes a standard for all European SMEs, couldobviously facilitate the 
internationalization of new small firms. However, this could also have – at least theoretically -  an 
important impact on the mechanisms of competition among European firms in those industries where 
downstream activities are significant, or in those countries which have  invested heavily in supporting 
the field operations and business promotion of their own firms.  

These ‘collateral effects’ of the new European strategy could seriously threaten its implementation. 
Close attention is required on the part of policy-makers, given the strong link between competition 
among enterprises and the behaviours of their countries. When facing a zero-sum game situation, 
national governments, business associations and chambers of commerce are expected to pay more 
attention and provide quicker and more effective reponses to the requests of their own direct electors 
than to the more general interests of all European entrepreneurs. 

In certain ways and in some specific cases, however, competition and cooperation are not rigid 
alternatives. This occurs in a “win-win” game, i.e. when the resources provided to the SMEs in order to 
sustain their international strategy in the third markets does not represent a direct source of 
competitive advantage and when, at the same time, cooperation can produce added value for all, 
increasing the competitiveness of European firms compared to local rivals.  

Under these conditions, there is room for a certain degree of competition among the states, though 
within a clear framework of fair cooperation. In other words, a system of “coopetition” (a combination of 
“competition” and “cooperation”) is actually more efficient than mere competition: all the actors can 
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continue to pursue their competitive interest, but must respect a common framework, follow clear 
rules, discovering together the fields of common superior interests, where cooperative behaviours are 
more efficient and effective than direct rivalry.  

The second question, regarding the division of labour between the EU and the member countries in 
supporting the internationalisation of SMEs, consistently involves the problem of drawing the 
preliminary borders of this “coopetition” framework. It requires a clear analysis of where and when 
cooperation among the States is more convenient than competition. This is, of course, an extremely 
complex issue.  

At first glance, it would appear convenient to cooperate at EU level and produce jointly support 
initiatives when and where: (a) economies of scale exist  and joining forces is the best way to reach a 
minimum efficient scale for the production of some services for SME internationalisation; and (b) the 
output of such initiatives and actions is not a strategic resource on whom the firm bases its competitive 
advantage (otherwise, by providing all European with firms the same strategic resources, the EU would 
cancel out the competitive value of that resource). 

Conversely, the possible solution of attributing internationalization support initiatives at a country level 
- ultimately in competition – is opportune when and where: (a) the initiative requires a close 
relationship or trust between the entrepreneur and the advisors providing internationalisation support 
to the firm; or (b) the physical proximity of the service providers to the firm is crucial for designing and 
delivering an appropriate and effective service due to the relevance of local or national factors (for 
many small entrepreneurs - particularly those coming from countries where the language is not spoken 
abroad - national identity, culture and language still remain important in building trust with advisors 
and business partners).  

One way to solve the problem operationally is to look at the comprehensive internationalization 
support process, adopting a holistic approach, in order to list all the different functions that SMEs need 
– at home, on-line or in the field, in foreign markets  - as they head towards international markets. Of 
course,  information about business opportunity or market characteristics, which usually represents the 
starting point of the process, is not sufficient; they also require a series of other services. Once these 
services are identified, each of them  must be assessed, analysing if it is more convenient to attribute it 
to the EU level (because economies of scale exist and the output is not strategically relevant in the 
competition among firms) or to the Country level (because proximity or relational factors matter). Figure 
3 is an example of this kind of analysis; an initial - and certainly not exhaustive - list of different functions 
to be included in such an appraisal.  

The functions are listed and assessed according to different aspects: 1. the place where they are usually 
carried out and delivered (at home, on-line or in the field, in the foreign market); 2. the degree of 
relational intensity they involve (high means there is usually a need to build a trust-based relationship 
between the service provider and the customer firm, low means no trust is required); 3. if the production 
of that function presents possible economies of scale (when the unitary cost of the output can 
significantly decrease when the production scale increases). 
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Figure 3: Example of appraisal of the functions of a comprehensive internationalization support 
process 

Functions  Where  Relational 
intensity 

Economies 
of scale 

   Doorstep On-line In field   

Business environment scanning    Low Yes 

Market information brokerage    High Yes  

In field facilities management    High Yes 

Supply chain management    Low Yes 

Business promotion abroad    High  No  

SMEs network and clusters building    High  No 

Segmenting of new potential European 
exporters 

   Low No 

Active recruiting of new potential European 
exporters 

   High  No 

Assessment of new potential European 
exporters 

   High  No 

Training of SMEs entrepreneurs and 
managers 

   High  No 

 

This method requires prior mapping – at least in the main tradable industries – of the specific functions 
involved in the SME internationalization support process (mapping “who-makes-what” and where), 
taking into consideration the many differences between the different countries and sectors.  

In conclusion, European SMEs can certainly benefit from better coordination between the EU and the 
member States, but to coordinate some initiatives at the European level is a valid solution. This applies 
mainly to those actions that present economies of scale (or high minimum efficient scales) and produce, 
as output, resources which do not represent a source of competitive advantage for a firm’s strategy. 
Otherwise, the risk is the production of useless, undifferentiated services and the bureaucratization of 
SME international processes. 

9. IMPLICATIONS FOR POLICY-MAKING AND FINAL REMARKS 

This paper has presented six key points that could be useful in order to focus some policy priorities for 
the future strategy proposed in the Communication “Small Business, Big World”. 

Firstly, pragmatism suggests that European SMEs do not represent an army ready to invade far-flung 
foreign markets, and – to continue with the military metaphor – in order to achieve concrete results, it is 
better to select a squad of good,  well-trained soldiers and leverage on selected troops, made up of 
veterans and newly-trained, motivated young soldiers. Veterans would be those European SMEs already 
involved in operations abroad, usually in exporting to internal and external markets: the new strategy 
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must look at them first, in order to enforce their presence in foreign markets and help internal exporters 
go beyond the single market; they can be easily identified and reached, in each country, in order to 
provide further financial and non-financial support. The fresh new soldiers are all those SMEs that are 
interested in developing their activities: their emergence depends on the scouting and recruiting 
activities carried out by EEN partners at country level. In order to design an effective new strategy to 
help European SMEs seize the opportunities of international markets, it appears necessary to estimate  
the real, untapped internationalization potential of these firms in each priority market, for each of the 
main tradable sectors, with details for each specific member state. An in-depth analysis of this nature is  
necessary also for setting SMART (Specific, Measurable, Attainable, Relevant, Timely) objectives for the 
new initiative proposed in the Commission’s Communication. 

The second point underlines the fact that placing the focus of internationalization outside the single 
market is not only, nor even mainly, a problem of adequate tools and information. We must not 
underestimate the complexity of this kind of internationalization process. Unfortunately, managers, 
entrepreneurs and sometimes even policy-makers tend to underestimate the existence and importance 
of this liability of inter-regional foreignness. We need to be aware that only a part of European SMEs are 
potentially interested in an internationalization process. And if we target the BRIC countries, we are 
talking about an even smaller proportion of them. Consequently, we cannot afford to allocate resources 
to an undifferentiated base of small businesses: a very precise focalization on selected European SMEs is 
required.  

The third point  makes explicit the link that exists between internationalization strategy and a firm’s 
growth, particularly when confronting large markets. Small entrepreneurs must be aware of the need to 
grow and be supported in managing their firm’s growth. It is necessary at a domestic level to create an 
enabling environment in order to support the entrepreneur in managing both the internationalization 
choices and the consequent growth of the firms. There is a need to inform current small and medium 
entrepreneurs, clearly and without ambiguity, that if they choose to go international, they will need to 
develop their firm and, probably, also to grow in size. It must also be made clear that if “small first” is 
certainly the starting point, for some firms “larger afterwards” is also crucial. We need to support the 
growth process of many medium and small firms that are already internationalizing in order to support 
their transition towards a bigger business model. This implies  coping with organizational and 
entrepreneurial issues, but also with financial issues, including support for M&A among SMEs, FDI 
financing and foreign credit insurance. 

The fourth point reminds us that while growth is certainly the destiny for SMEs going it alone into large 
international markets, the alternative for micro and small firms to join forces also exists. This is a way to 
cooperate for internationalization through strategic networks among SMEs, particularly in the form of 
industrial clusters and export consortia. These represent ready-to-use platforms for the 
internationalization of SMEs, and are particularly suitable for involving smaller firms in collective 
international actions. Joining many independent SMEs into one coordinated network allows  small firms 
to take on the internationalisation process  more easily, and the supporting actors to assist them in a 
more effective way. The new strategy to help SMEs seize global opportunities should exploit this 
experience and support both the diffusion of SME networks in all the member states and the creation of 
special measures for the internationalization of such networks. The Communication could put more 
emphasis on these networks, in particular  putting in actions measures for the promotion, at country 
level, of export consortia as a tool, especially with regard to micro and small firms. 

The fifth point suggests adopting the 3S framework in designing the new set of policies and measures, 
in order to allocate the resources efficiently to distinct groups of firms requiring different types of help 
and support. This framework is based on the adoption of a more a pro-active approach to SMEs and the 
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offer and delivery of more tailored support services, rather than undifferentiated and standardized 
financial and non-financial aid. This approach requires European SMEs be segmented firstly into 
homogeneous groups in their country of origin ; secondly, that the tailored bundle of services be 
developed for each specific needs category of  of these segments, and finally that EEN partners actively 
recruit firms in their home country which belong to priority segments and, after identifying the 
segment to which the firms belong, proposing  specific bundles of services.   

The sixth and final point focuses on the need for a new entrepreneurial spirit within European SMEs, 
underlining that human capital remains the core of small business. Small firms going international – 
particularly in markets beyond the EU - need highly-skilled and motivated human capital. For this 
reason the new European strategy for SME internationalization should explicitly include the promotion 
of executive education programmes for small entrepreneurs and SME managers, supporting 
universities all over Europe to train a new generation of international small business leaders.  

Some A final remarks should be included  regarding the challenge of building a new European 
governance for all the SME internationalization support schemes. As the value of adopting a holistic, 
comprehensive approach to the analysis of the SME internationalization process is clear, many functions 
emerge that may be attributed to the different actors involved in supporting European SMEs in going 
international. The attribution of these functions at different political levels (EU, country and  local 
government) is not a simple task. The solution is to assume a certain degree of competition among the 
states, but in a clear framework of cooperation, according to the so-called method of “coopetition”. This 
can be implemented gradually. The first step is certainly mapping the effectiveness of the support 
actions already carried out by the different actors (as already indicated in the Communication). The 
second could be a precise mapping of “who-makes-what-and-where” about internationalization at 
distinct levels. We need to map all the specific functions involved in the SME internationalisation 
support process, taking into consideration the many differences between countries and sectors.  

Finally, all these functions should be assessed in order to ascertain which may be attributed to EU level, 
according to their different characteristics in terms of relational intensity, proximity to national firms 
and eventual presence of economies of scale. It will be possible, in this way, to design a system whereby 
entrepreneurial pioneering European SMEs will have access to coordinated and effective support in 
seizing the opportunities of international markets. 
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11. POWERPOINT PRESENTATION 

Can European SMEs really intercept 

the international paths of fast growth?

Some pragmatic remarks on the Commission’s 
Communication «Small Business, Big World»

Fabio Antoldi 

ALTIS – Postgraduate School of Business and Society

Università Cattolica del Sacro Cuore, Milan (Italy)

Workshop “European SMEs and International Trade”

European Parliament, Brussels – Thursday 24th January 2012

  

 

 

 

Some key points (and their possible implications)

2

(1) European SMEs are highly 
heterogeneous: and the most have no 

reason/convenience to internationalize.

(2) The world is only semi‐globalized 
and distance still matters 

(inter‐regional liability of foreignness).

(3) Often internationalization requires 
the firm to grow (in competencies, 

in relations, in size).

Focalize resources only where untapped 
potential is (to analyze more in depth)

Focalize resources only where untapped 
potential is (to analyze more in depth)

For going beyond EU, target only the 
SMEs really interested in it

For going beyond EU, target only the 
SMEs really interested in it

Actively Support the growth process of 
firms («Small first… larger afterwards!») 

Actively Support the growth process of 
firms («Small first… larger afterwards!») 

implications
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Some key points (and their possible implications)

3

(5) Different segments of SMEs 
present different needs and 

internationalization potentials.

(4) SMEs networks play a fundamental 
role in the internationalization 

process of small businesses

(6) Human capital is crucial:
Europe needs a new generation 

of pioneer entrepreneurs.

Promote in EU clusters, export 
consortia and other SMEs networks

Promote in EU clusters, export 
consortia and other SMEs networks

Adopt the pro‐active framework of 3S 
(Select, Specify, Support)

Adopt the pro‐active framework of 3S 
(Select, Specify, Support)

Promote education programs for SMEs’
entrepreneurs and managers

Promote education programs for SMEs’
entrepreneurs and managers

implications

  

 

 

 

 

The 3S framework for supporting SMEs

4

1. Segment

Distinguish European 
firms into homoge‐neous 
classes

1. Segment

Distinguish European 
firms into homoge‐neous 
classes

2. Select

Define different tools, 
actions, measures for 
promoting the inter‐
national development of 
each segment

2. Select

Define different tools, 
actions, measures for 
promoting the inter‐
national development of 
each segment

3. Support

Provide single action and 
measure to the 
corresponding seg‐ment 
of firms, accor‐ding to its 
real needs.

3. Support

Provide single action and 
measure to the 
corresponding seg‐ment 
of firms, accor‐ding to its 
real needs.
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Support industrial clusters and export consortia

6

Local level (doorstep)

Target 
market

EENConsortium 
or cluster of SMEs

Consortium 
or cluster of      

SMEs
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The political challenge: design a “coopetitive system”

7

High coordination and direct policies at EU levelHigh coordination and direct policies at EU level

Support initiatives delivered at Country (doorstep) levelSupport initiatives delivered at Country (doorstep) level

• A close relationship or 
trust with entrepreneurs 
is needed.

• Physical (and cultural) 
proximity to firm is 
crucial

• Economies of scale 
(minimum efficient 
scale) exist

• The output doesn’t 
represent o source of 
competitive advantage 
for single firms.

 

 

 

 

 

Analyse the functions of the support process

8

Functions of a comprehensive internationalization support process  

Where Relational 
intensity

Economies 
of scaleDoorstep On‐line In field

• Business environment scanning  Low Yes

• Market information brokerage   High Yes 

• In field facilities management  High Yes

• Supply chain management  Low Yes

• Business promotion abroad   High  No 

• SMEs network and clusters building  High  No

• Segmenting of new potential European exporters  Low No

• Active recruiting of new potential European exporters  High  No

• Assessment of new potential European exporters   High  No

• Training of SMEs entrepreneurs and managers  High  No

(to be completed…)
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PART III: 

B. Reflections on the document “Small Business, Big World – a new 
partnership to help SMEs seize global opportunities” 
Dr Magdolna Sass14 

1. INTRODUCTION  

„Distance is dead” says the title of a famous article. Globalisation and technological advances really 
reduced distances and the significance of national borders in various areas and made tradable up till 
now non-tradable goods and services. They enabled even smaller companies to build economic 
relations with faraway countries. For small and medium sized enterprises (SMEs) these changes have 
also brought opportunities and challenges. Even for those, whose presence is concentrated on the local 
market, the business environment became more competitive. On the other hand, many SMEs were able 
to access faraway markets, to increase their imports and exports and even presence in the form of 
foreign representatives or affiliations. Their interactions with foreign partners, even from distant 
countries, became more frequent, increasing their access to technology, strategic assets and various 
inputs.  

SMEs differ in their abilities to be present in foreign markets. Some of them, especially the quickly 
growing firms mainly in knowledge intensive industries reaching a relatively larger size are able to 
accumulate the financial and human resources for supporting their needs in foreign markets, mainly in 
the form of being able to hire the necessary personnel with the required knowledge. Others would not 
succeed without government help. The first two company cases provide illustrations. 

                                                               
14 senior research fellow, IE HAS and ICEG European Centre, Budapest, Hungary, email: sass@econ.core.hu or 
msass@icegec.hu 
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Company case no 1 

A small company was established in 2001 by three Hungarian private persons, IT professionals. Its main 
activity is software production and software consultancy. It is a small company with 40 employees. In 
2007, the company was one of the fastest growing technology companies in Europe, according to 
Deloitte Technology Fast 50. It developed a specific product (queue management system or costumer 
directing system), which are used by banks, telecommunication companies, public utility companies 
and public institutions or other companies with a customer service. In 2004, the company extended its 
list of activities by introducing the distribution of Uninterruptible Power Supplies (UPS) used in 
industrial environments and others dedicated for small offices and home use, which are applied in 
hospitals, office buildings, shopping malls, manufacturing plants, educational and governmental 
institutions. The competitiveness of the company is mainly related to the innovative nature of its 
products. While exports represented only 5 per cent of total sales in 2006, its volume in 2010 exceeded 
that of domestic sales. The company exports its products to many countries. Besides exporting, the firm 
is present with affiliates in many EU countries and outside the EU, in Russia, where it established its 
affiliate in 2006. In Russia its customers include the Russian Tax Authority and Bank of Moscow. It has 
local partners, distributors and agents in various African (for example Egypt, Uganda, Ghana, Senegal, 
Zimbabwe and Morocco), Asian countries (for example United Arab Emirates, Oman, Syria, Turkey and 
Jordan) in the EU and non-EU European countries (Croatia, Macedonia and Serbia). Being an SME, access 
to information and lack of the knowledge of local languages was the most problematic in foreign 
expansion, especially in the case of faraway countries. When they first started to expand their activities 
in the immediate region, in Central and Eastern Europe, they hired a well experienced manager for 
realising the strategy. Similarly, for the African expansion, they hired an expert, who was born in 
Cameroon, but spent the last ten years of his life in Hungary. Thus he knows both the home and the 
host countries and has the required local knowledge.  

Source: http://computerworld.hu/tovabb-terjeszkedik-az-onlinet-20111006.html; the homepage, the 
balance sheet of the company and an interview with the CEO 
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Company case no. 2 

A privately owned innovative company with 58 employees produces various types of implants, used in 
trauma surgery (screws, plates, nails) and related instruments. It was established in 1995. It exports to 
numerous countries, including faraway economies, such as the US, CIS-countries, Iran and Egypt. The 
firm’s export/sales ratio fluctuates around 60 %, of which one third goes to other European Union 
member countries. The firm has a separate R&D unit and numerous quality control and environmental 
standards. It cooperates with Hungarian universities and US partners in R&D, and developed a few 
novelties even in international comparison. According to self-assessment, the company’s 
competitiveness is around the international average, and this is connected mainly to its innovativeness, 
to skilled (but relatively cheap) labour and to the quality it provides. The company is present in markets 
where its products are competitive partly because they are cheaper than those of the well-known 
companies in this market segment. That is why it is present in faraway, less developed markets as well. 
For the company, the most important hindering factors in internationalisation are human: lack of 
language knowledge (for example Chinese, which is a major problem for their activities on the Chinese 
market) and lack of information about the target market. Furthermore, financial problems also impede 
their further internationalisation. On large markets they sell through distributors, on smaller and 
geographically closer markets (Romania and Slovakia) and on markets, where they have personal 
contacts (CIS) they sell directly. The company used the help of ITDH, the Hungarian trade and 
investment promotion agency on numerous occasions for realising its foreign goals. They were overall 
satisfied with the support which they received mainly in the form of information on the foreign market. 

Source: KKVENT project15 

Internationalisation is of crucial importance as it can enhance the competitiveness of SMEs. Empirical 
studies traced a direct positive link between internationalisation and the various indicators of company 
performance: growth, innovation, productivity and competitiveness. 16 The lower level of 
internationalisation of SMEs compared to large enterprises can be explained by the fact that SMEs are 
more vulnerable and have lower resources than large companies in many fields (financial, human 
capital, knowledge, organisational etc.), which pose significant barriers to internationalisation. These 
market failures (e.g. asymmetric information) need to be addressed, which fact provides the basis for 
government intervention. There is support provided from public (e.g. through government agencies or 
government programs) and private sources (e.g. consultancy firms, chambers of commerce, industrial 
associations). However, there are some considerations which need to be thought over when (public) 
support for SME internationalisation is developed further. When (re)designing the support schemes, 
one important aspect is that the social costs of government/public support need to be lower than social 
benefits accruing from the positive externalities linked to increased internationalisation. 

Furthermore, other problems must also be taken into account, which are especially relevant when an 
EU support strategy for SMEs’ internationalisation is elaborated. 

These highly inter-related problems are the following: 

1. the  existing “labyrinth” of support 

2. the problem of vested interests 

                                                               
15 KKVENT project: “The chances of Hungarian SMEs in the era of internationalising knowledge based economies” led by Dr. 
Annamária Inzelt, IKU Innovation Research Centre and financed by the Finance Research Foundation and NKTH. 
16 See among many others Harris and Li (2007), Hessels (2007) or O’Cass, A.; Weerawardena, J. (2009). 
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3. bottom-up versus top-down approach 

4. targeting versus general support  

5. cooperation versus competition 

6. special problems on outside-European markets 

Let us have a look at these problems one by one! 

2. THE “LABYRINTH” OF SUPPORT 

SMEs usually are not aware of the various types of support available to them, and in many cases they 
feel lost because of the large number of various support schemes.17 For example, an inventory of 
various national support schemes in the member states18, the aim of which is to help and promote the 
internationalisation of SMEs identified 310 different measures in the 27 member countries. There were 
216 general policy measures, and the remaining ones target selected faraway countries. It is obvious, 
that there are a large number of support measures per country. For example, more than 20 schemes 
were available in France Germany, Hungary, Slovenia and the UK. On the other hand, five or less are 
available in Cyprus, Luxemburg, Bulgaria, Latvia, Lithuania and Portugal. Some measures are European 
level initiatives, such as Enterprise Europe Network, European Research Area Network (ERA-NET), 
EUREKA, Eurostars, EU Gateway Programme, Executive Training Programme, the EU Framework 
Programmes and more importantly the elements of the Commission’s Market Access Strategy (Market 
Access Teams and the Market Access Database) and so on. On top of these, selected chambers of 
commerce and various private sector sources offer support for internationalising companies, large and 
smaller sized alike. As the Commission’s paper rightly points out, SMEs usually do not have the sufficient 
resources to find programs which are the most appropriate for them.19  

This problem is exacerbated in the case of outside EU markets. Surveys of SMEs concerning their use 
and evaluation of the support measures show20, that many SMEs find it problematic to get access to the 
supports, as a survey of SMEs doing business outside the EU showed. A majority of entrepreneurs (60%) 
finds that it is not sufficiently easy to get an overview of existing support for business activities in 
markets outside the EU; an equally large share finds these support measures not easily accessible. 
Certain groups of SMEs are especially disadvantaged, as the problem of the lack of information and 
ability to navigate among the support schemes has a negative correlation with size: especially smaller 
and micro SMEs have to cope with that problem.21 It is also important to take into account the age of 
the SME as newly established ones are less experienced in that field.22  

                                                               
17 This is true at the level of the member countries as well, especially in the New Member States, see e.g. for Poland 
Klonowski (2010), or for Hungary the report of the GlobaliSME project, available at  
http://international.different.hu/data/files/a_magyarorsz%C3%A1gi_felm%C3%A9r%C3%A9sek_%C3%A9s_sz%C3%BCks%
C3%A9gletelemz%C3%A9s_eredm%C3%A9nyei,_aj%C3%A1nl%C3%A1sok.pdf According to Lederman et al. (2006), the 
number of publicly funded agencies proliferated in the 90s all over the world. In the OECD countries, there was also a 
growth in the number of offices abroad. 
18 EIM (2011) 
19 In a project analysing Hungarian automotive suppliers we identified a threshold level of around 100 employees, from 
where on companies have sufficient human and financial resources in Hungary to deal efficiently with applications for 
public support or with other processes requiring significant administrative resources. 
20 EIM (2011) 
21 See e.g. Boter, Lundström (2005) 
22 See e.g. Hurmelinta-Peltomaki, Nummela (2004) 
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It is not only the large number of various support schemes, which is problematic. Another problem is 
the uncoordinated nature of these schemes, which creates a labyrinth of support schemes for the SMEs 
and increases the amount of public money spent on them in the environment of the more and more 
limited public resources. The uncoordinated nature also may result in gaps in the network of existing 
support schemes especially in the case of more costly measures and in overlaps between measures, 
which causes a loss of public money at the EU level. Thus the Commission paper rightly advises the 
“cleaning up” of this labyrinth.    

Box 1 Criticisms in Hungary 

One frequently mentioned criticism towards the present system is in Hungary, that the various 
programs are not „synchronised”. There are at least 15 different public and private agencies and 
organisations providing direct or indirect support for SMEs, including for their internationalisation. 
Not only SMEs but even representatives of these organisations are not aware of the existence of 
many others in this area. In some cases even the institutional distribution of labour makes things 
more difficult: overall, the Ministry for National Economy is responsible for the foreign economic 
strategy and the related institutions, with the exception of three countries: China, Russia and Ukraine, 
which “belong” to the Ministry of National Development. There are even criticisms concerning the 
content of various support schemes. For example, certain programs providing preferential credits in 
many cases do not support (even exclude) exporting activities, they offer help only for producing for 
the domestic market. Others exclude smaller companies setting a relatively high threshold level of 
annual turnover or for the amount of the supported transaction as a criterion for support. Moreover, 
while this affects only indirectly the internationalisation of the company, one of the highly export 
oriented interviewed companies in the KKVENT project criticised the EU programs for R&D, which 
require a university or research institute partner. This makes impossible to get support for those 
companies, which, for example because of the specificities and specialties of their products, are not 
able to form such type of partnerships. 

Source:http://www.piacesprofit.hu/magazin_2011_8/a_piacszerzes_terepei.html; 
http://www.kormany.hu/download/1/d7/30000/kulgazdasagi_strategia.pdf;  
http://international.different.hu/data/files/a_magyarorsz%C3%A1gi_felm%C3%A9r%C3%A9sek_%C3
%A9s_sz%C3%BCks%C3%A9gletelemz%C3%A9s_eredm%C3%A9nyei,_aj%C3%A1nl%C3%A1sok.pdf; 
interviews taken in the framework of the KKVENT project 

The amount of public support may be quite significant. While data on total money spent are not 
available, estimation puts the amount spent on various programs at around 3 billion euros23.24 Also the 
Commission paper indicates that “significant resources are already devoted to business support at 
national and EU level”. There is another estimation concentrating on export promotion agencies, which 
suggest that they are effective: for each USD spent, there is on average an USD 160 increase in exports 
in the OECD.25 It must also be taken into account that many SMEs wouldn’t have been able to 
internationalise without support.26 Thus the importance of this type of support is obvious, however, it is 

                                                               
23 EIM (2011) 
24 Interestingly enough, the calculations by Lederman et al. (2006) show that „at levels around 60 cents per capita (spent on 
export promotion agencies), the marginal efficiency starts declining.” 
25 Lederman et al. (2006), p. 5. Moreover, assessing the impact of another type of institution, Rose (cited by Lederman et al., 
2006) shows that the presence of an embassy or consulate increases bilateral exports by 6 to 10 per cent.  
26 EC (2007), EIM (2011) survey of SMEs doing business outside the EU finds that 16% of the users of non-financial support 
and 25 % of the users of financial support would not have started without the support. 
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difficult to judge, which problems should be addressed and how, especially given the lack (and 
shrinking) of public resources. 

The idea of the “International Business Portal Online” available gradually in all European Union 
languages described in the Commission paper would be a very important (and not costly) first step into 
the direction of cleaning up this plethora of support schemes and improving the access to information 
for SMEs. This is especially important, as the first most important channel of learning about the support 
programs is internet search for SMEs. (EIM, 2011)27 The mapping exercise concerning the available 
support services at local, regional, national and EU level must also be supported together with the 
assessment of the effectiveness of EU support programs. 

3. THE PROBLEM OF VESTED INTERESTS 

The large number of support measures and the “jungle” or “labyrinth” of these justifies the aim of 
identifying overlaps, possible gaps and areas of cooperation and collaboration. However, the existing 
system contains many groups with vested interests, i.e. which derive private benefits from its operation. 
Thus redesign and collaboration may hurt various interests and may induce (rent-seeking) pressures 
from interest groups. Associations, lobbying successfully for special measures helping their members; 
experts having attractive jobs in faraway countries; private sector firms giving pricy advice on the 
schemes may all lose out from the changes. Thus the question “do we want to help SMEs or to help 
people who at present work on SMEs” summarizes well this problem. While all stakeholders should be 
involved in the process, cleaning up the labyrinth of internationalisation support schemes thus involves 
disregard for these groups. A thorough evaluation of various measures, based mainly the opinion of 
their users is indispensable in that respect.  Moreover, as it is shown28 in the case of export promotion 
agencies, the optimal combination is to have a mix of private and public management (with a larger 
private share) together with a larger share of public sector funding.  

4. BOTTOM-UP VERSUS TOP-DOWN APPROACH 

The importance of this type of support is obvious, however, it is difficult to judge, which problems 
should be addressed and how, especially given the limitedness of public resources for public support 
and the identification of deadweight losses29 for already existing support schemes. While the overall 
efficiency of the support programs is documented, a number of empirical studies show that programs 
aiming at promoting internationalisation of SMEs do not meet the actual needs of the companies; there 
are considerable differences between the perceived and actual barriers of internationalisation faced by 
SMEs.30 Our company case below also is an illustration to that problem.  

 

                                                               
27 An NMS-aspect: internet search is also the main channel how Polish SMEs gain access to the Polish Passport to Export 
programme. (EIM, 2011) According to company interviews, for Hungarian SMEs this is also a major channel. At the same 
time, for EU programmes (Gateway programmes Japan and Korea); it is mainly direct contact by representatives how SMEs 
learn about these support schemes. (EIM, 2011) This difference may be important when designing dissemination methods. 
28 Lederman et al. (2006) 
29 Relatively significant deadweight losses, i.e. when the international activity would have taken place even without the 
support are identified by EIM (2011). It is important to note that when comparing various support schemes, deadweight 
losses seem to be the lowest for two EU-programs: Gateway Korea and Gateway Japan (together with two national schemes 
analysed.), while ETP (Executive Training Programme for Korea and Japan) was not appreciated highly by the respondent 
SMEs. (EIM, 2011) 
30 See e.g. Seringhaus, Botschen (1991), Hutchinson, Fleck, Lloyd-Reason (2009); Klonowski (2010) or the GlobaleSME project 
(footnote 2).  
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Company case no. 3 

A small-sized Hungarian innovative company in the medical precision instruments sector was 
established in 1999. It is owned by Hungarian private persons. The number of its employees is 12, of 
which 8 is carrying out R+D activity. It researches, develops and produces advanced, high technology 
medical devices. The firm exports to all over the world, including Russia, other CIS countries, Asia, the 
American continent. In an interview, carried out in the framework of a research project on Hungarian 
SMEs, the owner-director of the company presented very pessimistic views about the existing system of 
SME support. According to him, the existing schemes have nothing to do with the real needs of the 
companies. That is why the firm does not apply for any type of support. They have tried to get help from 
ITDH (the Hungarian trade and investment promotion agency) for their exporting to geographically 
distant, unknown markets, but it could not assist them in any meaningful way. They usually rely on 
distributors in their foreign sales activities and on personal contacts established on conferences for 
international R&D cooperation. 

Source: KKVENT-project 

These results strengthen the advantage of the bottom-up approach, which is rightly emphasized also 
by the Commission paper. This also calls for an exhaustive analysis of the target markets, identifying the 
needs of SMEs in terms of helping their internationalisation, together with the most important 
“bottlenecks” and barriers to it, market by market.  

Closer cooperation with the SMEs themselves and with the private sector, e.g. with the European 
Chamber of Commerce can be a way of doing that. This organisation is present in faraway countries, 
and is operated by businessmen, who have practice and experience in helping newcomers, including 
SMEs to the analysed markets, thus they understand what the SMEs really need and demand. A similar 
consideration can be valid for the foreign representatives of national chambers of commerce, though 
member countries differ in terms of the presence of their chambers of commerce abroad. Moreover, 
even SMEs prefer information sources from their own business world. (EIM, 2011 and the author’s 
interviews with Hungarian SMEs also underlined this phenomenon.) In that respect, the Commission’s 
suggestion to enhance and promote cooperation and networking between various company 
associations, chambers of commerce and private actors active in outside-EU countries can be supported 
without doubt. 

The bottom-up approach should be based on the identification of the needs of SMEs. This is also 
indispensable for identifying the gaps in the existing schemes and missing services. However, attempts 
so far have resulted in a controversial list of barriers to internationalisation for SMEs.31 The main reason 
for that may be that SMEs as a group are very heterogeneous, and companies’ demands differ 
considerably, depending on their size, sector, age, nationality and other factors. This leads us to the next 
problem of choosing between targeting and general support.  

                                                               
31 Empirical studies based on SME surveys in the international literature underline the importance of human factors and lack 
of absorption capacity in inhibiting internationalisation. (Zuchella, 2009) Language barriers were also found to act as a main 
barrier for smaller sized companies in the EU. (EC, 2007) However, as far as financial barriers are concerned, the results are 
not so straightforward. Many studies find financial barriers determining for SMEs, especially compared to larger companies 
(see e.g. Knight, 2000; Hollenstein, 2005, OECD, 2006, and among the New Member States Klonowski, 2010 for Poland or 
Korez Vide et al., 2010 for Slovenia), Greenaway et al., 2007 found that even when companies complain about financing 
difficulties; this does not prove to be a hindering factor which would really deter them in realising their planned 
internationalisation steps. Chaplin, 2009 also cites similar results. In another study we found that financial barriers are really 
important for young, early internationalising SMEs but not for those firms, which have a longer history and internationalise 
gradually.   
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5. THE DILEMMA OF TARGETING VERSUS GENERAL SUPPORT 

Another dilemma arises in the area of “how” to support, is it better to have more internationalised 
companies32 or to focus on those companies, which have the largest potential to internationalise, and 
especially to access outside-EU markets? There are experts, who are in favour of a more general 
approach, where all types of internationalisation and all SMEs are supported. Others are more for a 
targeted approach, which takes into account the differing needs of SMEs based on their specificities, as 
for example sector, size, approach to internationalisation, actual level of internationalisation etc. and 
their different potentials to internationalise, especially outside of the EU. 

The first group emphasizes on one hand that internationalisation and entrepreneurship are of the same 
origin, and on the other hand that because of a lack of entrepreneurship, general support is more 
needed in improving the business environment and education (especially in languages and 
entrepreneurship). 

The approach favouring targeting says that it may result in a more efficient use of scarce public money, 
as in that case measuring the efficiency of the individual support schemes is easier. Especially, as it is 
rightly pointed out by the Commission paper, the effectiveness of these measures differs considerably. 
The above presented facts about the heterogeneity of the SMEs also support this approach. Moreover, 
the analysis of export promotion agencies showed that they are more efficient if they focus on certain 
broader (non-traditional) exports instead of promoting overall exports.33 Focusing support on 
companies with larger potential may bring better results:  for example those SMEs which already 
internationalised inside the EU may have a larger potential to access outside-EU markets.  

Another argument in favour of targeting is that there exist very specific and identifiable groups of 
companies with special needs. Obviously, the needs of actual and potential or present versus future 
“internationalisers” differ to a great extent. For those, which already export, improving access to existing 
schemes may be of crucial importance; while for future internationalisers, improvements in the overall 
business environment may be more essential. On the other hand, companies only planning to export or 
invest abroad need onshore support, while firms already present in faraway markets require local, 
“offshore” help.34 Further distinct groups of companies may be identified in the area of various activities: 
export, import, foreign investment and other activities.35  

The impact of those policies which may help SME internationalisation indirectly e.g. supports for 
clustering, networking and R&D cooperation must also be taken into account and the viewpoints and 
demands of SME internationalisation must also be “built in” in these, as the Commission paper rightly 
points out. However, even in these areas the principle of sustainability must be applied.36  

                                                               
32 Mayer and Ottaviano (2008) 
33 Lederman et al. (2006) 
34 Other differences may also be relevant. For example it is obvious, that sectoral needs may differ. Moreover, our study on 
innovative Hungarian SMEs in the medical precision instruments sector concluded that barriers to internationalisation differ 
for “born global” companies, which internationalise early in the company life cycle and for those, which internationalise 
gradually, in stages. (Sass, 2011). 
35 EIM (2011) shows that support up till now is used predominantly for exporting. 
36 The problem of sustainability arises among others in the NMS-context. For example, in Hungary the overwhelming 
majority of (quasi) cluster formations have not proved to be sustainable after the expiry of financial support from EU and 
government sources. 
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6. COOPERATION VERSUS COMPETITION 

Given the present uncoordinated structure of the various support schemes, it is obvious that 
collaboration, coordination and cooperation between member countries may increase the efficiency 
and effectiveness of the system of supports and of the use of public money. This is especially important 
when public money available for that type of support is more and more limited, as it is pointed out by 
the Commission paper. However, coordination may prove to be problematic when member states’ 
interests (e.g. concerning sector or country targets or the amount of public money spent on these 
purposes) differ from each other. This aspect is not emphasized enough by the Commission paper. One 
important point is mentioned though, the difference in the concepts, organisation and methods of 
business support in the individual member states. 

An obvious example for the source of conflict is the preference of those outside-EU countries by the 
individual member states, with which they have traditional economic and cultural links, colonial or 
language ties or with which the present level of economic exchanges is outstanding. If target countries 
are selected on the basis of their share in EU exports and market size, this may also result in ignoring the 
country preferences of certain member countries, e.g. those with smaller exports or smaller outside-EU 
exports. This conflict of interests can also be true on the sector side: while there are certain sectors, 
which are more “SME-intensive” in all the member states, the overall sectorial distribution of SMEs varies 
considerably with different outstanding sub-branches or with sub-sectors deemed to have a strategic 
importance. However, it must be acknowledged, that a certain selection mechanism should be 
elaborated through compromises given the limited financial resources. From that point of view for 
limiting the geographical scope, the Commission paper comes up with an acceptable proposal, which 
also takes into account the difference in the “difficulties” of the outside-EU markets.37 That is missing for 
the sectorial issue. Another problematic area partly ignored by the Commission paper may be the 
different amounts of public money spent on the support measures by the member states, especially 
when it comes to giving access to these for firms from other member states.  

Thus member states’ interests may differ when identifying overlaps or complementing existing 
schemes and possible ways of rationalisation of the existing support schemes. (Table 1 below illustrates 
differences in NMS support schemes in terms of the number of schemes and the geographic scope of 
the measures.) Language problems, which are especially serious in the case of SMEs38, may also hinder 
cooperation and collaboration e.g. when an SME is trying to use information support provided by the 
agency of another member country. In that respect it must also be taken into account that “SMEs prefer 
that offices providing support in target markets are run by their national organisations”. (EIM, 2011) 
Furthermore, there may be cases when companies from different EU members compete with each 
other in a given outside-EU market, which also makes this type of cooperation less viable. From that 
point of view, the Small Business Act rightly emphasizes that “The national and local environments in 
which SMEs operate are very different and so is the nature of SMEs themselves… Policies addressing 
the needs of SMEs therefore need to fully recognise this diversity and fully respect the principle of 
subsidiarity.” 

However, the Commission paper’s proposal for establishing fora for the exchange of ideas between 
both agencies and companies and incentivise cooperation in some cases may prove to be fruitful. 
Moreover, it is important to note in the light of the above described potential sources of differing 

                                                               
37 EIM (2011) shows how different is the perception but also the intensity of the use of support among the selected outside-
EU markets. 
38 See e.g. EC (2007). Not only lack of but also low or insufficient level of language knowledge. 
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interests that the Commission paper rightly emphasizes the principle of complementarity and 
subsidiarity and limits the manoeuvring room to fill gaps.  

Country needs may differ in the New Member States as well, which have a much shorter SME history, 
compared to EU-15. Our company case studies are written in majority about successful, innovative 
Hungarian companies. However, these represent only a negligible share of the total group of SMEs – 
both in Hungary and in other NMEs. At the beginning of the nineties, NMS were characterised by the 
relative absence of SMEs. The liberalisation and deregulation eased the entry barriers for SMEs, and also 
various programs addressed the problem of the absence of SMEs, including the PHARE SME support 
programmes provided by the EU. As a result, there has been a marked growth in the SME sector: the 
number of SMEs albeit from a very low level has been increasing at a higher rate than in the EU-15. In 
NMS, these companies account now for a relatively large share of employment, output, value added 
and export and they played a significant role in the introduction of new technologies, managerial 
techniques and innovations. However, the growth in the number of SMEs is “inflated” by the large 
volume of microenterprises, of registered but not operating ones and of those which simply serve tax 
evasion purposes. Many of the SMEs can be characterised by the notion of „too weak – too small - too 
isolated” (Bateman, 2000) and the enterprise structure is still lacking of medium-sized companies in 
many NMS. The share of internationalised SMEs is also lower than in the EU-15.39  

Even today, the average NMS SME is less developed in its human resources (e.g. language knowledge, 
entrepreneurship culture40) than an average EU-15 one. They are less inclined to cooperate and network 
with each other and to form clusters because of a lower level of trust compared to the EU-15 countries. 
They have to face an additional disadvantage in foreign markets: distrust towards and demanding 
irrationally low prices from companies from former socialist countries.41 On the other hand, the 
institutional framework and support provided for SMEs is less advanced compared to the EU-15, partly 
because of the shorter time horizon available for building these up. According to McIntyre (2001) “Not 
only does SME ‘success’ not emerge automatically, but when surrounding conditions (aggregate 
demand, market access, fair competition, etc.) are not actively monitored with SME interests in mind, it 
is difficult to judge the connection between ‘efficiency' and who in fact is seen to be succeeding or 
failing.” One result of that is that SME sector reacts to economic changes with larger amplitude in NMS 
compared to EU-15. However, even inside the NMS group there are large differences, e.g. in the needs 
of SMEs in helping their internationalisation. (Lloyd-Reason, et al., 2004) As far as the institutional 
background is concerned, they have built up a different system with a different number of measures: a 
good illustration for this is provided by the list of measures in EIM (2011). Table 1 below shows country 
differences in supporting SMEs in outside EU markets. It is also important to note that for none of the 
SME internationalisation support schemes could be found an evaluation in NMS.42 

 

                                                               
39 GlobaliSME project (footnote 2) 
40 ibid. 
41 ibid. 
42 EIM (2011), however, even for EU-15 shcemes, there is a very low number of such studies. 
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Table 1 Support schemes for selected outside-EU markets in NMS 

Country No. of 
general 
measures 

No. of 
measures for 
selected 
outside-EU 
markets 

of 
which 
EU-
level 

Outside-EU countries covered 

Bulgaria 4 1 0 Azerbaijan, Belarus, China, Moldova, 
Russia, South Korea 

Czech Republic 9 0 - - 

Estonia 7 0 - - 

Hungary 15 9 3 Brazil, China,  India, Japan, Russia,  South 
Korea, Ukraine 

Latvia 5 0 - - 

Lithuania 2 2 0 China, Russia 

Poland 2 7 2 Belarus, Brazil, China, India, Japan, 
Russia, South Korea, Ukraine 

Romania 11 3 0 Armenia, Azerbaijan, Brazil, China, India, 
Japan, Russia, South Korea, Ukraine 

Slovakia 7 0 - - 

Slovenia 15 8 0 Brazil, China, India, Japan, Kuwait, 
Russia, Turkey, Ukraine 

Source: based on the database in EIM (2011) 

Overall, besides fostering cooperation it is important to take into account the delicate balance between 
cooperation and competition and the possible sources of problems in this area. 

7. SPECIAL PROBLEMS ON OUTSIDE-EU MARKETS 

Outside-EU markets, including the BRICS and CIS countries, Korea and Japan are less popular 
destinations for EU SMEs. However, the relative “negligence” of these countries deprives the SMEs from 
various benefits. These outside-EU markets are quickly growing both relative to the European Union 
and in absolute terms. The majority of world growth is generated outside the EU, in these markets. Thus 
they offer a potentially rapidly growing market for any firm venturing there. Enterprises with the 
motivation of seeking new markets, seeking efficiency through access to cheap labour as well as 
“knowledge seeking” or looking for sources of specific imports (e.g. raw materials or parts and 
components) can find beneficial opportunities there. However, it is more costly and risky for SMEs to go 
to these markets than to stay in more familiar to the regions. 

Companies internationalising inside the EU either in terms of exports, foreign direct investments or 
other forms, operate in a business environment, which resembles to a great extent to their home 
situation. Outside of Europe, the business and cultural environment is completely different, especially 
on emerging markets. The costs and risks of entering these unfamiliar markets are much higher than in 
the case of the market of another EU-member state. “Big” European languages are not widely spoken. 
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The first of our next two company cases is a good illustration for the language problems. These markets 
differ much more from the market of the European Union, for example in terms of technical regulations 
and standards, of the elements of the legal environment, in protecting intellectual property rights and 
industrial property rights etc. This also is presented in the first company case. Corruption is much higher 
compared to the EU and protecting foreign investors’ rights is also at a lower level – usually at the 
expense of outside investors, as it is illustrated by the other company case. Thus in these faraway 
countries in many respects, as the literature says, the “psychic” distance43 is high, and thus costs related 
to the internationalisation of companies are also high. These higher costs then are translated into the 
higher costs of public support for helping SMEs to enter these markets. 

 

Company case no. 4 

Another small-sized Hungarian company with 30 employees owned by Hungarian private persons, in 
the medical precision instruments sector exports to many non-EU-countries in every part of the 
world. It produces ambulatory blood pressure monitors, multifunctional monitors, ECG Holter 
monitors among others. Its products comply with relevant international standards, and bear the CE 
mark required in the EU. In certain small market niches it is among the top five companies worldwide. 
It exports almost 60 % of its production. While around half of its export went to the European Union, 
it sells its products in many countries on the American and Asian continent as well. According to the 
management, the most important inhibiting factors of internationalisation are: lack of specific 
language knowledge (managers speak English, French, German and Spanish, but there are no 
Japanese or Chinese speakers), lack of information on the foreign market, lack of foreign partners and 
lack of financing. The company uses support from various Hungarian organisations (ITDH – the trade 
and investment promotion agency, MEHIB – export credit bank, chamber of commerce and sector 
association). They deem existing personal, business and research links are the most important, when 
choosing the foreign market. They complained about the relatively high level of non-tariff barriers for 
certain health and medical instruments, for example administrative barriers, import licences or the 
need for local permissions from the national authorities are significant in Argentina, Brazil, Canada, 
the US, China and Japan (they export to all these markets).  

Source: KKVENT project 

 

                                                               
43 Johansson and Vahlne ( 1977) emphasize the importance of psychic distance in the internationalisation of companies, 
thus in international transactions cultural, language and other differences act as barriers to the flow of information and thus 
limit the decision taking capacity of the company. 
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Company case no. 5 

A highly successful Hungarian family-owned medium-sized company with 235 employees in the metal 
working sector, which was established in 1988, operates in Budapest. Its main profile is pressure dye 
casting. It is a second and first tier supplier mainly to local and foreign automotive companies. It is 
highly internationalised in terms of exports, its sales per exports ratio fluctuates around 98 %. Its main 
export market is Germany, but it sells its products in Austria, Sweden, Spain, Poland, the Czech Republic 
and in Brazil, Mexico and until 2007 in China. Its competitive advantage lays in high quality, trustfulness, 
punctuality, meeting the deadlines and relatively low prices. In the last decade it invested in innovation 
activities, which became the main factor of its competitiveness together with the establishment of its 
own tool-making shop. The leading managers speak foreign languages (German and English); they 
deem this also an important factor in their increasing export activity and conquering growing market 
shares abroad. One of its foreign partners established an affiliate in China, which encouraged the firm to 
found a joint venture with Taiwanese and Chinese private partners in 2006. The local partners took over 
the know-how and the facilities and then “expelled” the Hungarian firm in 2007. The loss of the 
Hungarian company amounted to HUF 100 million (around EUR 392000), which is around two thirds of 
its 2007 profit and around 1.8 % of its 2007 sales. The Hungarian firm was approached since then by 
other four foreign partner companies to go to China, but after the failure it does not want to take the 
risk. The company was even encouraged to go to the US, but establishing an affiliate in extra-EU 
markets is now considered too risky by the owners. 

Source: interview taken in the framework of the project on Hungarian automotive suppliers (Finance 
Research Ltd., financially supported by the Hungarian Competition Authority) 

The opportunities provided by these markets and the more intense need for information and other 
support by companies is recognised by the individual Member States as well as by the European 
Commission and by privately founded associations, agencies. According to SMEs, the most important 
barriers in these markets are foreign languages, transport costs, lack of market information, 
bureaucracy, other business culture, lack of financing, other laws and regulations, payment risks (EIM, 
2011) SMEs used non-financial support first of all in the form of information on rules and regulations, 
information on market opportunities, exhibiting in international trade fairs, identifying potential foreign 
business partners, business cooperation and networking and matchmaking events. The type of financial 
support most widely used was subsidies and grants. Taking into account different competencies, 
specific factors inhibiting market access by SMEs need to be identified. According to survey results, 
regulation/standardisation, trade facilitation, dismantling of non-tariff barriers and trade-related IPRs 
are the most significant. Here it is especially important to take into account the competencies as these 
issues are in the competence of the EU (common trade policy), and EU-level complaints have more 
“constraining power” (for example in the WTO but also in the host countries) than those prepared by 
the individual Member States. As the Commission paper points out, it is mainly this area where EU level 
support (e.g. Market Access Strategy, Market Access Teams and Database) are already available. These 
are also those areas where collaboration between embassies of member states and EU delegations may 
be the most beneficial. Another right point is that in very large countries, a unified European “force” 
may act much more powerfully than the individual member states alone. 

As for other barriers, as we could see language problems are especially present, particularly in the case 
of “outside-European” languages. As the Commission paper points out, SMEs prefer that offices 
providing support in target markets are run by their national organisations and preferably in their own 
languages. This problem is of crucial importance for the smallest SMEs, for whom even English and 
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other “large” European languages are not widely spoken. This language problem must be taken into 
account when organising and offering EU-level local support in outside-EU markets for SMEs and in the 
case of collaborations.  

8. CONCLUSION 

The present support system of helping SME internationalisation at the regional, national and EU level 
involves a plethora of schemes and actors. This results in a too complex system of support, which 
assumedly contains overlaps, gaps and other problems. Many SMEs are not able to get access to the 
relevant information about the available support and are not satisfied with the services provided. 
Information is also scarce about the efficiency of the support schemes and thus about whether scarce 
public money is spent efficiently. The initiative of the Commission to elaborate a coherent strategy of a 
more effective and efficient support system can thus be welcomed. However, one has to be careful as 
many problematic areas may arise when carrying out some of the planned activities. Thus, the problem 
of vested interests may act hinderingly during the cleaning up process and approaches of the individual 
member states concerning the extent, content, geographical and sector targets of such type of support 
may differ considerably. The Commission’s paper emphasizes the importance of the bottom-up 
approach and targeting, which are both right and supportable, especially in the selected outside-EU 
markets, although their details need to be thought over carefully.  
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10. POWERPOINT PRESENTATION 

Reflections on the document 
“Small Business, Big World – a new partnership to 

help SMEs seize global opportunities”

‐ a view from NMS

Magdolna Sass

ICEG EC and IE HAS, Hungary

  

 

 

 

Background 1 SMEs in NMS
• At the beginning of transition: a relative absence of SMEs; deregulation 

and support programs: a quick growth, though still lower share 
compared to EU‐15

• Mainly small and micro enterprises

• On average less developed in human resources (e.g. language, 
managerial)

• Still many „too weak‐too small‐too isolated”

• Lower level of internationalisation compared to EU‐15, though some 
successfully internationalising, even „born globals” in innovative sectors

• Institutional framework for support, incl. for internationalisation less 
advanced, though differing from country to country

• Cases of overlaps, parallel structures, complicated organisational 
systems and irrelevant programs

• Missing evaluations on existing support schemes
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Background 2 A tale of two companies

An IT company („born global”)

• Established in 2001, 40 
employees

• Software and related hardware 
production

• Quickly growing, esp. exports
(Deloitte Technology Fast 50 in 
2007)

• Since 2006: also FDI
• Affiliates in EU and in Russia, 

local partners in many Asian and 
African countries

• Institutional support minimal, 
„problems” in foreign markets 
solved mainly through hiring 
experienced personnel with local 
knowledge (CE, Russia, Africa) 

An innovative company in the medical 
precision instruments sector

• 30 employees, established in 1990
• In some small market segments 

among the top 5 companies 
worldwide

• Around half of its exports go to the 
EU, the other half to many countries 
in the American and Asian continent

• Used support extensively from ITDH 
and MEHIB for outside‐EU markets

• Barriers to internationalisation: 
language (Japanese and Chinese), 
info on markets, lack of foreign 
partners and lack of financing

• Sector specific: import licences and 
need for local permits (Argentina, 
Brazil, USA, Canada, China, Japan) 

  

 

 

 

 

Dilemmas

1. The present „labyrinth” of support: reason 
and room for cleaning up for giving better 
access to SMEs to support and to information 
on support and for a more efficient use of 
public money

2. Delicate issues for the „cleaning up” exercise:

• The problem of vested interests

• The importance of the bottom‐up approach

• Targeting versus general support
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Dilemmas cont’d

• Cooperation versus competition:

differing interests of member states in

1.Geographical scope

2.Sector scope (if any)

3.Size/extent of support

4.NMS „specialties” ‐ an illustration

• Costliness and riskiness of outside‐EU‐markets 
(though quicker growth and opportunities)
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