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PART I: AN ANALYSIS OF SME INTERNATIONALISATION AND POLICY
INTERVENTIONS
EXECUTIVE SUMMARY
The significance of SMEs to the economy and society is widely recognised, with major contributions to
employment, output and innovation. However, for some time now, policy makers have been looking to
SMEs to internationalise and help them to do so through interventions. This research-based paper
examines the challenges of SMEs to internationalise, the support landscape and how policy interventions
may be improved in the EU. The SME population is very heterogeneous in terms of size, age, location,
sector, capabilities and entrepreneurial ambition. Undoubtedly, this renders the design and delivery of
appropriate interventions challenging. Yet, the limited resources of SMEs and their internal and external
constraints, ostensibly provide a case for policy intervention. However, most SMEs appear to
internationalise without engaging with the government apparatus of support, at the EU or member state
level; although there are variations in the take-up of initiatives within the SME population. This is not
surprising given the determination, ‘self-help’ approach and a lack of trust of government agencies of
many SMEs.
The literature on SME internationalisation is voluminous and can be instructive for policy development. It
provides different models of internationalisation, presents analyses of firms that internationalise and the
orientation of people who run them. Amongst the greatest challenges to SMEs is risk. This is heightened
when they internationalise. Hence, they draw upon their trusted networks to minimise risk and gain
knowledge and information about markets before entering them. Policy needs to be cognisant of the
efforts that SMEs make themselves, their challenges and networks if it is to deliver relevant interventions
to boost internationalisation.
The paper shows that there appears to be an abundance of organisations and schemes deriving from
member-states and the EU, for SMEs to internationalise. However, these are not always reaching SMEs
because of a lack of awareness, their relevance and accessibility. There also appears to be a lack of coordination of these interventions, causing market confusion. The paper examines EU interventions in
particular and finds them, in some areas, to be wanting. Analyses of more recent efforts by the EU to
promote SME internationalisation are also limited by their lack of engagement with existing systems and
lack of available monitoring and evaluation evidence. This is somewhat alarming given that it is this very
evidence that would enable appropriate policy improvements.
If the EU’s policies for SME internationalisation are to be more effective and add value to what is on offer,
their design should pay more attention to the research-base. The analysis suggests that relevant EU
agencies seeking to promote trade have to develop closer relationships with the institutions and
agencies that constitute the ‘natural’ networks of SMEs. These include sector-based organisations,
chambers of commerce and member-state promotion systems and agencies – examples are provided. It
has to be recognised that, if EU policies for internationalisation is to be improved, engaging with SMEs is
very different than with large, multi-national organisations and requires engaging with the fabric of their
world and their networks, rather than developing structures in parallel. This engagement will help raise
the efficiency of interventions as well as their reach and impact.
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INTRODUCTION
Success in international markets is recognised as one of the priorities for the EU, is regarded as integral to
firm growth and contributes to economic development (European Commission, 2008; 2015a). A focus on
SMEs is intrinsic to such a priority: SMEs account for over 99% of all enterprises, 67% of jobs, and 58% of
output (European Commission, 2015b). Although numerically dominant in the economy, the
contribution of SMEs to international trade is less prominent than larger enterprises. Recent data shows
that around 52% of SMEs in the EU are engaged in international activities, either as exporters or importers
(European Commission, 2015c) and they account for around a third of the value of all EU exports (Cernat
et al., 2014). However, more SMEs import than export: 33% of all SMEs in EU are exporters and 39%
importers (European Commission, 2015c, p. 16). Other data shows that less than 20% of SMEs are
involved in internationalisation as subcontractors; and less than 10% of them partnered with an abroadbased enterprise on R&D and 4% invested directly in a foreign based firm.
Research also shows that although they can internationalise, SMEs face many challenges in this process.
This may involve identifying and penetrating new markets for the first time; maintaining existing markets;
or extending beyond existing markets. Internationalisation needs to be regarded as a process rather than
a fixed event, as engagement in foreign markets changes over time. For example, this may even involve
withdrawing from an international market rather than a constant expansion process. Prior research
suggests that one of the main reasons for market retreat stems from the firm’s lack of information, lack of
competitiveness, and un-readiness to deal with the challenges in the foreign markets (Crick, 2004).
Indeed, the literature also suggests that rapid internationalisation by SMEs is risky and can lead to high
business failure rates (Nummela et al., 2016). Thus internationalisation is risky and not preferable for
many SMEs.
The internationalisation of SMEs has also received detailed attention in the policy research literature over
an extensive period (eg. OECD, 2009; European Commission, 2010; OECD, 2013; Kahiya, 2013; Dimitratos
et al., 2014; Felzenzstein et al., 2015; European Commission, 2015a;2015d; Fernhaber and Prashantham,
2015; Pickernell et al., 2016). This literature often draws upon surveys and qualitative studies of SMEs, as
well as monitoring and evaluation reports from interventions at member state and European levels.
Overall, a consensus demonstrates that SMEs are found to encounter a number of internal constraints
such as their limited resources, market knowledge, and networking capabilities. They also have external
challenges including coping with regulations and legal procedures, customs, quotas, administration,
market competition, language and culture barriers, and accessing internationalisation support. More
importantly, for this paper, there appears to be gaps between existing policy support structures and
interventions and SMEs’ needs, especially in relation to SMEs’ exporting to non-European (third)
countries. Hence, this paper seeks to analyse the support needs of SMEs in the internationalisation
process with a view to informing demand-led interventions and support structures.
Internationalisation is defined as the process involving all activities that put SMEs into a meaningful
business relationship with a foreign partner (European Commission, 2010). Internationalisation involves
both outward operations that ”…occur outside the firm’s country in the form of exporting, licencing, or
foreign direct investment”, and inward operations, i.e. those which ”…occur in a firm’s own country in the
form of non-equity contracting relationships with foreign firms, joint ventures, or importing” (Liang et a.,
2012, p. 134). In the context of this research paper, we aim to focus on SMEs doing international business
beyond the EU internal market.
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1

Aim of the paper

This paper is designed to provide a research-based background briefing on the internationalisation of
European SMEs. Specifically it seeks to
I.
II.
III.
IV.
V.

provide an analysis of the internationalisation performance of SMEs in the European Union
understand the challenges of SMEs to internationalisation
clarify to what extent public support and regulations have reached SMEs
identify the gaps in support and challenges ahead, and
propose intervention strategies to the European Parliament to simulate SMEs in the
internationalisation process.

The SME population is highly heterogeneous, encompassing firms at different stages of development,
different ages, sectors and locations; and run by people with different personal aspirations, capabilities
and ambitions (Blackburn, 2012; BIS, 2013). Developing support structures and initiatives that can reach
these various needs is challenging. Evaluations of existing support provision suggest room for
improvement (e.g. Wymenga et al., 2013). As 90% of the global economic growth is expected to be
driven in non EU-markets in the next decade, SMEs’ internationalisation beyond the EU is essential to
enhance the growth and sustainability of European economies (European Commission, 2015c; 2015d).
Hence, the final objective of this paper is to help inform policy interventions to address to the needs of
European SMEs, especially addressing to those targeting third country markets.

2

SMEs contribution to economy

The significance of SMEs in the European economy has been well established in the literature. SMEs
account for 99.8% of the enterprise population and have contributed more than 70% of the increase in
employment in 2014 (European Commission, 2015b). 1 Recent evidence shows that the EU has 22.3
million SMEs, employing over 90 million people and SMEs in the non-financial sector contribute to almost
60% of the economies total value added. The SME population itself is highly skewed towards micro-firms
(i.e. those employing less than 10 people) with 92.7% of all firms; and this sub-group accounts for 29.2%
of all employment and 21.1% of all total value added (European Commission, 2015b). Hence, support and
intervention for SME’s should be cognisant of this size distribution because of the different needs and
resource constraints linked to enterprise size.
SMEs are mainly concentrated in five sectors: Manufacturing, Wholesale and retail, Construction, Business
services, and Accommodation and food services. These constitute 78% of all SMEs; generate
approximately 80% of the total SME employment and 71% of value added. Across these sectors, Business
Services was reported to be the leading sector in terms of value added, growth in employment and
number of enterprises. There is also variation within the SME population according to business sector
dominance: Wholesale and retail trade is predominant amongst micro and small firms, while those in
Manufacturing are mainly medium sized firms (European Commission, 2015b). This baseline data is
important not only to help demonstrate the significance of SMEs in Europe, but also to show the diversity
of the population. It is this diversity, as well as the totality, which is important when considering the
extent of international trade by SMEs and their support needs in internationalisation.
Excludes Financial Intermediation. SMEs are defined by the European Commission in 2010, SMEs are enterprises which have
fewer than 250 employees and less than 50 million euros in their turnover, or having the balance sheet of less than 43 million
euros.
1
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3

SME approaches to internationalisation: Models and theories

A number of concepts may be used to help understand the internationalisation behaviour of firms that
may have utility when developing appropriate interventions. These include the resource-based view;
transaction costs analysis; network and organisational learning approaches; and international new
venture approaches (Jones and Coviello, 2005; Dimitratos et al., 2014). However, one of the most
influential approaches of internationalisation is the stage model, dominated by the Uppsala school
(Johanson and Vahlne, 2006).
Stage models
The most popular stage model of internationalisation is known as the Uppsala school model. This model
focuses on the internal process of small firm’s development (Ruzzier et al., 2006; Johanson and Vahlne;
2006). According to this model, the firm’s decision to internationalise is driven by its experiential market
knowledge and resource commitment (Nummela, 2011). Internationalisation behaviour is shaped by the
firm’s accumulated market knowledge which influences the firm’s entry mode and target destinations
(Johanson and Vahlne, 2003, p. 89). Hence, it is significant for SMEs to enhance their market knowledge,
capacity (i.e., financial, technical, human and physical resources) and capabilities (i.e., skills, knowledge,
know-how, networking) to manage risk in international markets. This model suggests that firms will
favour countries nearby with a low ‘psychical’ distance 2 (Johanson and Wiedersheim-Paul, 1975) and then
expand to more distant markets.
Although appealing, stage models have been criticised as too deterministic and ignoring variations in the
internationalisation process. More recent research as also suggested that the time between start-up and
internationalisation has declined (Sharma and Blomstermo, 2003; Cavusgil and Knight, 2009). This has
spawned new concepts, particularly ‘born-global’ (new firms that internationalise within three to five
years) (Cavusgil and Knight, 2015) as opposed to ‘late internationalisers’ (sometimes referred to as ‘bornagain globals’ (Bell et al., 2001). These will be discussed in more detail in the next section of this paper.
Types of SME internationalisation
In understanding the different types of support requirements of SMEs, and thus potential policy and
programme interventions, it is important to understand the different pathways to SMEs to
internationalisation. The first route is early internationalisation in the life of the firm; often known as born
global firms. These firms conduct international business at, or near their foundation and ”…seek to derive
a substantial proportion of their revenue from the sale of products in international markets” (Knight and
Cavusgil, 2004, p. 124).
Born globals face a number of constraints, such as a lack of economies of scale and insufficient
experience in international business markets. However, they are also known to have distinctive
intangible resources and capabilities in the form of knowledge management and innovation compared
with other firms (Rialp et al., 2005; Knight and Cavusgil, 2004). These firms view the global market as their
main target market, facilitated by the internet and innovations to reduce the costs of doing international
business. These firms are often run by business owners who have had prior experience of working in
international markets (Rialp et al., 2005) and thus take advantage of their tacit knowledge.
The second and third routes to internationalisation are rather more conventional, and are distinctive by
both the time it takes and the intensity of their international activities. Specifically, the second group
2
By psychical distance we are referring to ‘…factors that prevent or disturb the flow of information between firm and the market’
Johanson and Wiedersheim-Paul (1975, 308). These include language, culture, economic and political systems, and education
levels.
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comprises SMEs that start their businesses serving domestic markets and build up market knowledge and
expertise before approaching foreign markets (Johanson and Vahlne, 1990; Cavusgil and Knight, 2015).
This route tends to fit into the Uppsala school discussed earlier. These SMEs aim to achieve a substantial
share of international sales in their growth and maturity phases. The internationalisation process of this
group of SMEs is iterative and experiential (Nummela, 2011).
The third group may be classified as 'late internationalisers' (also known as born-again globals) (Bell et al.,
2001; Nummela, 2011). This group comprises SMEs that concentrate on their domestic market and only
once well into their life start internationalisation activities. Again these firms tend to fit within the
Uppsala model of internationalisation.
Such empirical-informed differentiation may also help to classify firms according to their support
requirements. For example, a ‘born-global’ may need access to market knowledge and networks as well
as financial support to build-up sufficient capacity (Freeman et al., 2006) and for the additional costs
made on the young enterprise when internationalising. A late-stage ‘internationaliser’ may have a
product or service that is less adaptable to foreign markets and unaware of the additional costs of
product or service delivery to an international market and may, therefore, require detailed market
knowledge or an access to an overseas agency.
Significant Role of Networks
The literature shows that networking is a process that helps to link businesses and institutions to
construct relationships across different environments (Freeman et al., 2006; Felzensztein et al., 2015;
Fernhaber and Prashantham, 2015). The use of networks by different business owners does vary and this
can also shape their decision making to internationalise (Child and Hsieh, 2014).
Hence, networks can provide SMEs with access to resources; helping them identify and capture market
opportunities and enhance their knowledge, and information about foreign target destinations
(Johanson and Vahlne, 2003; Sharma and Blomstermo, 2003). Furthermore, networking helps to lower
the risks that SMEs face through the identification of opportunities, gathering of local market
intelligence, formulating alliances and shaping their products and services for a foreign market (Lu and
Beamish, 2001). Networking is, therefore, considered to be a critical role in simulating and enabling the
internationalisation of SMEs; not only in terms of speed but also the degree of internationalisation
(Johanson and Vahlne, 2009; Nummela, 2011). Networks can also reduce the ‘psychical distance’ that
many SMEs face when looking to internationalise (eg. Ojala, 2009).
Networks have been classified as formal and informal. Informal networks are found to be more effective
to new or young international ventures that seek resources (Fernhaber and Li, 2013; Felzensztein et al.,
2015; Dimitratos et al., 2014). Formal network relationships refer to the founding of alliances which
enable firms to have close collaboration and inter-dependence in the of pooling resources to generate
economies of scale and creating synergies in operating international activities (Fernhaber, 2013;
Felzensztein et al., 2014).
Interventions by government agencies can play an important role in formal network development
through the provision of trade missions, websites, digital platforms and exhibitions (Zain and Ng, 2006;
Fernhaber and Li, 2013; Amoros et al., 2015). In short, networks, formal and informal are particularly
important enablers for SMEs seeking to internationalise, as they help them overcome their relative weak
in-house resource base: thus enhancing their capacity and capabilities.
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Innovation
The interplay between innovation and internationalisation performance of SMEs has been emphasised in
the literature (Love and Roper, 2015; Geldes et al., 2015). Ruzzie et al.’s (2006) innovation-related model
links SME’s internationalisation behaviour with innovation. SMEs with strong innovative capabilities are
more likely to introduce new products and services, which simulate their market share and foreign sales
(Kafouros et al., 2008; Geldes et al., 2015). The integration of SMEs into the internationalisation process
enables SMEs to create synergies to further enhance innovation by utilising their existing resources and
networks to cut costs while improving technical expertise (Kotabe et al., 2002).
The academic literature is supported by policy evidence that finds a positive association between the
degree of internationalisation and innovation (European Commission, 2010). More specifically,
internationally active SMEs are more likely to launch product/ service and process innovations than noninternationally active SMEs (European Commission, 2010). For example, more than half of internationally
active SMEs introduced product/services innovation and over 30% launched process innovations,
compared to the average rate of 32% and 22% of total European SMEs respectively (European
Commission, 2010).
The degree of SME internationalisation is, therefore, influenced by the level and type of innovation.
Statistics from a survey of internationalisation amongst European SMEs shows that amongst those firms
introducing new products/service for their sector in their countries, the proportion of internationally
active firms is three times more than that of domestically-orientated SMEs (European Commission, 2015b;
Felzensztein et al., 2015).

4

SME internationalisation performance: Baseline data

There are a number of sources of data on SME internationalisation activities. Recent evidence indicates
that the total value of EU exports was approximately EUR 5500 billion, contributing to 43% of the
Europe’s GDP (Cernat et al., 2014). The number of SMEs that export outside the EU is estimated to be
over 600,000. According to a Eurobarometer survey (European Commission, 2015c), over 33% of SMEs in
the EU are engaged in exporting within the EU; almost 20% export to a non-EU country; and 39% have
been involved in importing. Other internationalisation activities, such as subcontracting and operating in
a foreign market involve less than 20% of SMEs in the EU28. However, the proportion of SMEs engaging
in internationalisation activities outside the EU is approximately half of those doing business in internal
markets (see Figure 1). In terms of the number of enterprise involved in trade, SMEs are net importers
rather than exporters both within and outside the EU.
The most popular markets of SMEs, outside their own member state, are within the EU; which accounts
for 81% of SME exports and imports. Outside the EU, exports are equally distributed amongst Middle East
and North Africa (15%), Eastern Europe, Caycasys and Balkans (14%), and the USA (13%). The data on the
contribution to turnover is, however, less clear although estimates suggest that around 21% of export
‘sales’ came from within the EU and 13% from outside the EU (European Commission, 2015c).
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Figure 1: Internationalisation activities of EU % of SMEs

Source: European Commission, Eurobarometer survey 2015c

5

Characteristics of SMEs that are involved in international
trade

The empirical-based literature on SME internationalisation is extensive and draws upon surveys,
interviews and case studies. This has helped develop, inter alia, a profile of the characteristics of SMEs
that are most internationally orientated. These characteristics will now be discussed.
Firm size
The literature shows that firm size is an important determinant of the international status of firms (eg.
Ottaviano and Mayer, 2007; Wagner, 2007). The entry cost into the third country market is much higher
than the cost of doing business in closer and better known regions in Europe: the ‘psychical distance’
effect. This also influences the patterns of internationalisation between small, micro and large firms
(Dimitratos et al., 2014). A survey for the European Commission (2010) suggests that the proportion of
exporters amongst micro, small and medium sized is 24%, 38% and 53% respectively. This is in line with
the latest evidence reported by the European Commission (2015c), that found larger enterprises to be
more likely to engage into international activities beyond the EU markets over a three year period. In
addition, the proportion of exporting SMEs belonging to an international group also doubled that of
independent SMEs over the last three years (42% compared with 19%). This size-relationship is also
shown in analyses of the level of export engagement in high growth markets, such as the BRIC countries
(e.g. Brazil, Russia, India and China) (OECD, 2013). The size-effect can be attributed to the heightened risks
and variety of challenges involved in penetrating these markets. Clearly, firm size is an important
determinant of the firm’s engagement in international trade and any intervention needs to be aware of
the differences in capacity between micro and medium sized enterprises.
Firm Age
Conventionally, the literature suggests that the internationalisation behaviour amongst European SMEs is
positively associated with firm age (European Commission, 2010). For instance, the proportion of young
internationally active SMEs (whose age is less than 4 years old) is half of mature firms (those having over
25 years in operation) (European Commission, 2014). Similarly, SMEs founded before 2008 are more likely
13
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to engage into internationalisation compared to those started during 2008-2014 (for example, 21% vs
15% in export respectively). This indicates that the more mature the firm grows, the more active it is in
internationalisation because of its accumulated resources, market knowledge, experience and
networking. These firms are also more likely to be larger SMEs. Hence, these facts and figures imply that
younger firms that are seeking to internationalise may be more vulnerable to failure. This has
implications for policy and support interventions and suggests that younger firms are more vulnerable to
challenges and failure.
Sector
Industry sectors are found to vary tremendously the SMEs’ internationalisation behaviour. The three most
internationally active sectors are: manufacturing, transport and communication, and research. Regarding
the intensity of internationalisation activities, most export-oriented SMEs are concentrated in the
following sectors: Mining (58%), Manufacturing (56%), Wholesale Trade (54%), Research (54), Sales of
Motor Vehicles (53%), Transport and Communication (39%) (European Commission, 2010). Evidence
shows that the proportion of SMEs in manufacturing and retail planning to import from non-EU markets is
approximately three times higher than those in services and industry sectors. In terms of foreign
destinations, Manufacturing SMEs are considered to be the most active exporters to non-EU markets
(European Commission, 2015c).
Entrepreneur characteristics: intentions and capabilities
Intentions and ambitions
The literature suggests that owner-manager orientation, or mind-set, is highly influential in the export
behaviour of SMEs (Cavusgil and Godiwalla, 1982; Morgan, 1997; Lloyd-Reason and Mughan, 2002;
Felzensztein et al., 2015; Amoros et al., 2015). This includes their ambition, vision and intention to grow
and internationalise (Morrison et al., 2003). In other words, the owner-managers’ vision and ambition
have a critical impact on the firm’s orientation to approach either ‘global from inception’ or gradually
increase their engagement into international activities (Rialp et al., 2005).
In the case of ‘born global enterprises’, entrepreneurs are highly motivated to engage international
markets because they have a strategic orientation that focuses on potential business opportunities
outside their own country (Lloyd-Reason and Mughan, 2002). This also reflects the entrepreneurs’ risktaking attitude and their perceived business opportunities in the foreign market. While ‘growth-inclined’
business owners tend to be more active and have positive attitudes to exporting, ‘growth-ambivalent’
and ‘growth-resistant’ are more likely to avoid internationalisation activities (ERC, 2015).
Capabilities
Small business owner-managers’ capabilities: their experience, language capability, management knowhow, and educational training in international business, play an important role in their firms’
internationalisation (Morgan, 1997; Reid, 1981; Rialp et al. 2005; Ruzzier et al., 2006; Hsu et al., 2013).
Some authors classify this factor as ‘human capital’ (Novak and Bojnec, 2005; Ruzzier et al., 2007). Human
capital refers to the knowledge accumulated by the entrepreneur including tacit (e.g. market knowledge)
and explicit (eg. experience, management know-how, ability to do business in foreign market) (Ruzzier et
al., 2007).
The entrepreneur’s management know-how (i.e., skills and international expertise) plays a critical role in
identifying, and utilising a combination of resources for product development, production and
promotion (Vatne, 1995). Hence, this is positively related to SME internationalisation in terms of
”...product, time, market, operation mode and degree” (Ruzzier et al., 2007. P. 19). The level of human
capital held by an entrepreneur is positively associated with their ability in identifying and exploiting
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business opportunities (Davidsson and Honig, 2003). This, in turn, enhances their levels of
internationalisation (Reuber and Fischer, 1997; Carpenter et al., 2000).
Destinations of SME’s trade
Evidence suggests that there is distance-decay in the exporting intentions and activity of SMEs and those
that do export only do so to a few countries. Aggregate data shows that 60% of all exporting firms export
to only one or two extra-EU markets and it is likely that this proportion will be higher for SMEs given their
limited scale and resource base (Cernat et al., 2014: p. 2). Furthermore, over 80% of exporters target other
EU countries, whilst only 13% target non-European destinations (European Commission, 2014). The
remaining proportion is equally shared by other markets including Middle East, Russia, China, India and
South East Asia and USA. The exporting market share of European SMEs is depicted in Figure 2.

Figure 2: ShMre of export destinMtions in 2014
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Source: European Commission, 2015c. 3

Clearly, despite serious efforts to promote internationalisation of SMEs beyond the EU and especially to
BRIC economies, the bulk of activity remains within the EU. Such findings demonstrate the concept of
‘psychical’ distance as well as illustrate the challenges of strategy that seeks to stimulate SME exporting
beyond EU and known markets.

6

Challenges to SMEs internationalisation

As suggested by a recent European survey (SAFE, 2014), the most common obstacles faced by
international SMEs over the period 2011-2014 include the difficulties of finding customers, competition,
access to finance, cost of production or labour, availability of skilled staff or experienced managers, and
regulation. Over these three years, there has been improvement in the SMEs’ ability in seeking for
international customers. However, SMEs have to deal with the increasing concern about insufficient
skilled staff and more complicated regulation in doing international business as shown in Figure 3.

3

Businesses that have exported goods or services in the last three years (N=4,320 in the EU)
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Figure 3: Challenges of international SMEs during 2011- 2014

Internal challenges
Research suggests a variety of internal and external constrains to the internationalisation of European
SMEs (Love and Roper, 2015; Ruzzier et al., 2006). The most critical internal factor is related to the firm’s
limited resources and capabilities. SMEs are known to have lower levels of human resources, reputational
resources (such as credibility, trust and recognition) (Tolstoy and Agndal, 2010), physical resources (i.e.
infrastructure, facilities, equipment) (Coviello and Munro, 1997; Zain and Ng, 2006); financial resources;
technical, and market knowledge (OECD, 2009; European Commission, 2010).
Knowledge of international markets is considered critical to trade (Felzensztein et al., 2014; Fletcher and
Harris, 2012). However, SMEs have difficulties in accessing data and information about foreign markets.
As a consequence, SMEs face many challenges in identifying business opportunities abroad and
understanding the nature of local demand. They also lack the internal expertise in dealing with
administrative issues raised during the internationalisation process. A survey of EU SMEs, found that their
main perceived barriers to internationalisation are often related to their internal resource base, including
the price of their product/service, the cost of doing international business, a lack of skilled staff, the
specification of the firm’s products, and language barriers (European Commission, 2010).
External challenges
SMEs also deal with a number of external challenges resulting from both the domestic and foreign
business environment. This relates to regulations, law, customs, administration, lack of public support,
lack of information, and ‘cultural clashes’ (OECD 2009; European Commission, 2010). To these has to be
added constraints emerging from the business environment including, for example, the instability of the
economy, infrastructure, exchange rate fluctuation, IPR enforcement, political risks, corruption and the
competition rules (Ruzzier et al., 2006). The asymmetric information perceived by SMEs and the lack of
business support from national and international authorities also make it more costly for SMEs to engage
into international business (OECD, 2009). The UK’s House of Lords (2013) identified different compliance
barriers in target countries to result in a more expensive market entry for SMEs because of the fixed costs
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Tailor-made support for SMEs towards effective implementation of the EU’s trade and investment strategy

involved, in the changes and adaptation of products and services, to meet the foreign standards and
rules. In addition, it is more difficult for SMEs to find prospective customer contacts overseas because of
their limited international networking as well as experience in the foreign market.
Undoubtedly, the evidence shows that exporting is normally relatively expensive per unit sale compared
with domestic sales. For example, 52% of EU SMEs reported administrative procedures and delivery costs
to be the most common problems. More than a third were concerned about the lack of security in
payment from foreign countries, complicated taxation procedures, as well as having insufficient
information about the potential markets (European Commission, 2015c).
In summary, the internal and external challenges that SMEs encounter in the internationalisation process
can be illustrated in the Figure 4.
Figure 4: Internal and External Challenges of Internationalisation

Despite the challenges faced by SMEs to internationalise, the data does show that they are engaged and
make a significant contribution to the EU. Examples of how SMEs internationalise were presented at a
workshop organised by the European Parliament Committee on International Trade (European
Parliament, 2016). The experiences of the four business cases demonstrated the validity of the concepts
developed in the literature, particularly the orientation of some entrepreneurs to want to internationalise;
and their determination and the fortitude to realise this ambition. Internationalisation by these cases,
from very different sectors, illustrated the role of networking, personal and familial resources, importing
and trade fairs as significant in their journeys to become exporters. However, the cases also illustrated the
inclination of not considering engagement with government support, at member state or EU levels, and
none of them had used any government support. 4 It is their very industriousness and self-help approach
to internationalisation that policy interventions must understand if they are to raise interest and levels of
take-up. Seeking and securing public policy support is not amongst the priorities of most entrepreneurs

4

Such an attitude amongst SME witnesses was also demonstrated in the House of Lords investigation of exporting (2013).
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seeking to internationalise. If they do seek advice and support government is also unlikely to be the first
port-of-call. Rather, they are most likely to approach their most frequently used or trusted sources of
advice in the first instance. Hence, the requirement to have policy interventions that are relevant and
easily accessible for SMEs is emphasised.

7

Policy interventions and evaluations

The case for intervention to support SMEs to internationalise is incontrovertible. The insufficient internal
capabilities of SMEs, compared with the scale and scope of resources necessary to undertake
international activity, presents a clear case for intervention. However, what is to be delivered, who
delivers and how this is delivered is debateable. The analysis in this paper implies that a demand-driven
approach should be adopted. This identifies the needs of SMEs, ties in with the existing relationships of
SMEs, is sympathetic to the fabric of their networks and how they engage with their networks.
However, the literature also shows that the provision of support for SMEs exporting is in abundance
(Wymenga et al., 2013). These derive from member states as well as from the EU. Whether these are
reaching those SMEs that require support is open to question.
EU interventions
The scale and range of EU interventions can be seen in the EU portal for SMEs, including assistance and
advice on accessing non-EU markets. 5 In 2015, DG GROW produced an overview of the instruments that
exist to support EU SME’s internationalization (DG GROW 2015). 6 This report lists around 50 interventions
deriving from the European Union designed to promote internationalisation amongst SMEs. 7 Many of
these interventions are designed to enhance trade and investment during the period 2014-2020 such as
COSME (Competitive of Enterprises and Small and Medium-sized Enterprises- 2014-2020), Partnership
instrument, European neighbourhood instrument, HORIZON and Structural and investment funds (ESIF).
These initiatives aim to promote SMEs’ ability to seize market opportunities by facilitating networking,
bilateral trade, information exchange, access to finance, and business support in the foreign markets.
A more recent emphasis in the EU strategy is to promote ‘doing business’ in specific third countries (DG
GROW, 2015). A number of EU interventions have been launched to support SMEs in developing
economies, particularly in the form of EU business centres in India, China, Thailand, followed by the
foundation of European and Latin American Business Services and Innovation Network (ELAN). Further
Gateway activities in Asia are planned by the Commission. The amount of funding for SME
internationalisation by the EU is substantial. For example, the actions financed by COSME in 2014 under
the ‘improving access to markets’ objective totalled EUR 12.65 million. 8 However, pinning down an
overall amount for the whole of the EU’s interventions for SMEs is problematic: there appears to be a
variety of budget allocations within a range of EU interventions, reflecting the complexity of what is
available. However, this does render an overall assessment of the efficacy of measures somewhat difficult,
particularly given the additional challenge of finding the actual expenditure amounts on interventions.

See: http://ec.europa.eu/small-business/index_en.htm
http://ec.europa.eu/DocsRoom/documents/9334/attachments/1/translations/en/renditions/pdf
7
Author’s calculation based on DG GROW (2015).
8
Data provided in a European Parliamentary answer on behalf of the Commission, 29 April 2015. See:
http://www.europarl.europa.eu/sides/getAllAnswers.do?reference=E-2015-001791&language=EN
5
6
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Trade Agreements
Of course, SMEs have to work within the broader context of trade agreements. These agreements require
consideration when analysing the internationalisation challenges and opportunities of SMEs. Facilitating
SMEs equal access to international markets is perceived as a priority by the EU because of SMEs’ limited
resources and the huge potential risks involved in the foreign markets. This is enshrined in the EU’s ‘Think
Small First’ Principle (European Commission, 2008). For example, the EU’s initial textual proposal on EUUS Transatlantic Trade and Investment Partnership (TTIP) specifies information for SMEs regarding
customs regulations and procedure, regulations, intellectual property rights, internationalisation
supporting programmes, business registration regulations and so on. 9 In addition, a number of trade
support provisions for SMEs have been proposed including the elimination of double certification
requirements, enhancing supporting schemes, providing SMEs with fast track procedures at the border
(European Parliament, 2015: pp. 25-26). This helps to foster SMEs capabilities and capacity in overcoming
the trade and investment barriers to undertake potential business opportunities.
Recent evidence from the European Commission (2015c, p.16) indicates that the two most critical
concerns on the global trade performance of small firms include the costs of new market entry and the
information on market access opportunities. These issues are perceived to impose a more significant
impact on SMEs than larger firms due to their resource constraints. Additionally, SMEs are often found to
encounter more challenges in dealing with non-tariff barriers such as foreign technical standards,
certifications, licensing, IPR enforcement (Cernat et al., 2014). Hence, the opportunities gained from Free
Trade Agreements (FTA) through the eliminating tariffs and non-tariff barriers are regarded to be
beneficial to SMEs (European Commission, 2015c).
Evaluations of existing EU programmes
As reported in this paper, in addition to academic studies, there are numerous reports on SME
internationalisation and the role of member state governments and EU institutions in this process.
Overall, the research suggests that the main concerns about policy interventions relate to: the
segmentation of SMEs, target markets, sources, types and forms of support, the collaboration between
EU and Member States’ programmes in both domestic and foreign market, and the monitoring and
evaluation of on-going interventions.
Target SMEs
Many European support schemes are found to be more open to all SMEs engaging in internationalisation.
This approach tends ignore the diversity of the SME market by firm age, size, sector and experience of
internationalisation. This reflected in a lack of a tailor-made programmes that address specific business
concerns of different SMEs and their phases of internationalisation. SMEs from different sectors and
industries are also likely to encounter specific challenges in different business environments, such as
regulations relating to product specifications or intellectual property issues. For example, networking
and market information are perceived to be more valuable to ‘born globals’, compared with other SMEs
because of their higher speed of internationalisation, and the range of markets involved in their
businesses (Felzensztein et al., 2015). These firms are often driven by radical innovations to serve
international markets and will more likely to seek support in developing, sustaining and protecting their
innovations (Cavusgil and Knight, 2015; Nummela, 2011).
SME needs are also determined by their growth orientation, as driven by the entrepreneurs’ vision and
ambition. Ostensibly, many existing interventions and structures have not been able to offer tailor-made
supporting measures to ’growth-inclined‘ and ‘growth-ambivalent’ SMEs to enhance their
9

EU’s initial textual proposal, 7th January 2015, http://trade.ec.europa.eu/doclib/docs/2015/january/tradedoc_153028.pdf
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internationalisation performance, in particular in third countries which involve a higher level of risks and
challenges. Rather it is suggested that interventions have attracted SMEs that are more likely to want to
internationalise, rather than be on the cusp of this process. Hence, the link between the specific needs of
SMEs and what is on offer may be inadequate. For many SMEs, interventions need to be meaningful to
them and their requirements, otherwise they will suffer from a lack of take-up.
Target markets
Recent evidence suggests that while 81% of SMEs export to other EU countries, only around 10% target
non-EU markets (European Commission, 2015c). The more recent emphasis on the EU to target BRIC and
developing economies seems to be particularly challenging.
As already demonstrated, the proportion of international SMEs targeting non-EU markets is dependent
on business sector, firm size, age and the owner-manager’s orientation. Recent statistics suggests that
SMEs in manufacturing and services sectors are more likely to export to markets outside EU. SMEs that
were set up before 2008 have a higher intensity of export and import activities beyond EU borders.
Medium-sized firms or SMEs belonging to an international group have a higher probability of engaging
in internationalisation in non-EU markets (European Commission, 2015c). In addition, ‘born-globals’ are
more likely to target multi-destinations compared with incremental or late ‘internationalisers’ (Nummela,
2011; Knight and Liesch, 2016; Felzensztein et al., 2015).
Despite substantial efforts to enhance internationalisation, European interventions have not fulfilled the
expectation of state members as well as reach SMEs’ needs, especially with regard to business support to
SME internationalisation in non-EU countries (Wymenga et al., 2013; European Parliament, 2015). For
example, a preliminary assessment of the Asian supporting schemes suggests that the top-down
approach of European Commission’s interventions have failed to reach the SMEs’ needs. The main
problems and concerns may be summarised as follows (Eurochambres, 2015; European Parliament,
2012):
•

There is a lack of adequate cooperation between EU centres in the third countries and SMEs and
their network partners in the member states.

•

There are overlaps between EU centres and Member States’ schemes in terms of structures and
aims. Hence, SMEs may be confused in selecting different schemes from the EU and Member
States.

•

Some EU initiatives are organisation-based (i.e., EABC, SME Centre, IPR Helpdesk, Europe Enterprise
Network), while others are more activity based (i.e., Gateway to Japan, ETP, Missions for Growth, AL
Invest). This lack of coherent vision may weaken the sustainability and effectiveness of such
schemes.

•

There is not any robust and consistent system for monitoring and evaluating the progress and
efficiency of the existing EU centres, the implemented programmes and on-going projects.

Although the EU should be encouraged to meet the needs of SMEs to internationalise through policy
innovations, a weak monitoring and evaluation systems is a missed opportunity for subsequent
refinements and permanent improvements.
Publicity and SME awareness of support services
EU programmes have revealed some weaknesses in raising the SMEs’ awareness about their impact and
roles in enhancing internationalisation. For example, a recent survey by the European Commission
(2015c) shows that 92% of the SMEs across 28 EU- countries (out of 13,111 SMEs) have no idea about the
Enterprise Europe Network (EEN), despite its claim to play an influential role in connecting businesses
across Europe. There are no differences in the level of awareness about this network between SMEs in
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non-EU and EU-28 member states. This not only reflects the lack of coordination between EU and
member-state programmes but also implies an inactive role of European Commission in publicising and
disseminating the impact of their programmes on promoting SME internationalisation.
According to the European Commission, the highest rate of awareness of public support programmes by
SMEs is from the following sectors: Manufacturing (25%), Wholesale trade (20%), Business Services (17%),
and Construction (17%). In addition, only 22% of all internationally active SMEs are aware of current
supporting schemes, and less than 30% of medium-sized enterprises have information to access to
existing programmes (European Commission, 2010). This may be attributed to their lack of confidence
and beliefs in the effectiveness of EU supporting schemes in accelerating internationalisation
performance.
This may also reflect a lack of awareness of what support exists amongst SMEs. The assessment by the
European Commission also revealed that medium-sized firms are found to perceive more value from
these support programmes than micro firms. Overall, a third of all SMEs perceived value in the schemes.
However, the survey also reveals that these schemes are perceived to be more valuable to new comers,
or inexperienced international SMEs, than established international businesses (by 40% of all SMEs)
(European Commission, 2015c).
Sources, types and forms of services
Even though most EU initiatives aim at promoting all forms of internationalisation ‘modes’, they are more
likely to focus on the needs of direct exporters. Less attention appears to be paid to SMEs involving other
forms of internationalisation (for example, firms seeking new sources of supply, or establishing foreign
based subsidiaries) because of their different approaches or limited capabilities (European Parliament,
2012). The range of support services available across the EU for SME internationalisation are extensive,
including seminars, workshops, staff training, trade missions, consultancies, business cooperation,
networking, subsidies, grants, tax incentives, insurance services, and so on (Wymenga et al., 2013). The
bulk of the funding for these services is predominantly from member states (Table 1). Of these services,
482 have only one source of funding. The role of the EU is important, contributing as estimated 28% of
funding for services.
Table 1: Number of services in the EU by source of funding
Source of
funding

EU

National

Regional

Municipality

Other

217

343

158

50

205

Source: Wymenga et al. (2013: Table 3.24, p. 72)

A focus on the number of information and support services offered in the EU shown in Table 2, confirms
the pattern of relative importance of national, regional and EU sources: 403 information and support
services were reported to derive from the national level, compared with 139 from the EU.
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Table 2: Number of information and support services offered in the EU by level
EU members
Total EU

EU level

National

Regional

Local

139

403

163

29

5

14

6

1

Average EU

Source: Wymenga et al. (2013: Table 3.28, p. 76)

When the analysis of the number of information and support services in third-countries is considered,
again national sources dominate (Table 3). Of the 422 support services funded only 35 are funded by the
EU alone (Wymenga et. al., 2013: p.80). 10 This is also reflected in the type of organisation providing
support services. For example, 98 chambers of commerce provided support services in third countries,
compared with 71 from governments and 9 from the EU (Wymenga et al., 2013: p. 77).
Table 3 Number of information and support services in third countries
Sources

EU

National

Regional

Municipality

Other

Total

83

177

63

40

142

Average

3.6

7.7

2.7

1.7

6.2

Source: Wymenga et al. (2013: Table 3.32, p.80)

The provision of a variety of support services has the potential to enhance the efficiency of the EU
programmes. It also lays the ground for different SMEs to engage and gain knowledge and access to
information and finance from different approaches. However, the Wymenga study found that the poor
focus of these schemes meant that they did not address the needs of SMEs of different types, sectors in
their internationalisation activities. For example, seminars, workshops and staff training are perceived to
be more valuable to new internationalisers, whereas experienced ’internationalisers’ would be more
interested in seeking financial support (Wymenga et al., 2013). Overall, the analysis suggests that the EU
provision is but one stream in a wider range of services for SME internationalisation. In this, member
states’ provision appears to dominate.
Collaboration and forms of delivery
One of the major challenges for the EU in designing interventions for SMEs is how to connect with the
existing fabric and behaviours of SMEs and their owner-managers. Although there appears some
collaboration, such as with the EEN and chambers of commerce (e.g. Mattino, 2015)11, this is not
widespread and is a source of criticism. This can lead to both duplication of services and the lack of
capacity building for SME support. The lack of cooperation between EU service points in foreign markets
and the home market has led to SMEs’ confusion (European Parliament, 2012). For example, international
activities need to be prepared and planned in the home market before SMEs seek information in the EU
centres in non-EU markets. However, recent EU programmes have focused attention on the development
of centres in foreign markets rather than building up capacity or drawing on networks in the home
market. The evidence shows that EU centres in foreign markets have not met SMEs’ needs in terms of the
number of contacts (European Parliament, 2012). Hence, there appears to be insufficient coordination
between the EU’s internationalisation efforts and the business community it seeks to serve. It is no
surprise, therefore, that the impacts of these centres are not perceived high amongst SMEs. This can be
Estimates of the actual budgets at the EU and national levels are difficult to obtain. The Wymenga et al. (2013) study reports
financial figures but raises serious qualifications about the accuracy of the data. Hence, although we draw upon the Wymenga et
al. study, this has limitations.
11
See http://cor.europa.eu/en/events/Documents/EER/SME%20internal.%20(09-12-2015)/Panel%201-2%20Mattin%C3%B2.pdf
10
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seen in the low number of inquiries to these centres (European Parliament, 2012). 12 Overall, it is fair to
summarise that these schemes have not been adequately shaped or based on the extensive literature
that shows the heterogeneity of the SME population and their various pathways and needs to
internationalisation.
A further issue is the form of delivery of interventions. In some cases interventions appear to have missed
engaging with existing sector, business support networks and activities of SMEs on the ground. The
awareness of the EEN, for example, remains low across the EU (European Commission, 2015c). Face-toface contacts remain significant for many SMEs in their day-to-day activities. For example, research shows
that even with breakthroughs in digital forms of engagement and marketing, face-to-face meetings
remain important for SMEs in developing their contacts and support networks: internet enabled means
of contact are not sufficient (Giudici and Blackburn, 2014). A deeper engagement with such networks and
their key stakeholders would strengthen the performance of the centres, but not necessarily guarantee
their success or sustainability.
Monitoring and evaluation of ongoing projects
In examining the performance of EU interventions, it appears that the available monitoring and
assessment system of existing EU centres is not sufficiently transparent. There appears to be limited or
even no robust data of the progress of interventions that would enable comprehensive analyses and help
shape subsequent improvements. For example, there is insufficient available data on the effect and
progress of the Asia centres on the SMEs’ internationalisation performance, or the interventions
themselves. Data on the number of enquiries to the EU business centres in Asia lacks transparency or
rigour. This was not readily available, or the public domain for the development of this paper and what
data that does exist suggests a limited number of enquiries (European Parliament, 2013; 2014). For
example, there appears to be no records of the number of enquiries to EU business centres in Thailand or
India, whilst those for China appear relatively low compared with member-state’s enquiries (such as the
UK’s PIMs system: Rincon-Aznar et al., 2015). Hence, the extent to which the EU centres in foreign markets
have assisted SMEs in overcoming the barriers to internationalise and the effect of these programmes, on
boosting the sustainability and intensity of internationalisation activities, remains unknown, if not
controversial. The absence of an evaluation system that produces publically available robust data or
analyses for permanent improvement is a major flaw in any government intervention.
Evaluation of EU-27 member states’ schemes
In addition to EU sponsored interventions, SMEs can draw upon support deriving from their own member
state. The study by Wymenga et al. (2013) show these to be prolific than from the EU as a whole (Table 1)
and derive from mainly public and then private sources (Table 2). Regarding the types and forms of
support, most EU-27 member states have utilised a combination of organisations and services in
promoting internationalisation (Figure 5). Clearly government and chambers of commerce are significant
players in delivering support at member state-level although business associations are also important.
This is understandable, given that most SMEs are more likely to be connected within their own countries
business and support networks than those at an EU or supranational level.

Here we draw upon a paper from 2012. There is, however, an absence of publically available evaluation evidence from the
Commission on many of the interventions promoted by the EU. Some documents from the Parliament are labelled ‘internal use’
only (European Parliament, 2013; 2014).
12
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Figure 5: Supporting organisations in EU-27 Member States

Source: Wymenga et al., 2013

However, there is unevenness in the types of support. For example, the proportion of sectoral
programmes, tax incentives, low interest credit, credit guarantee schemes, grants and subsidies are quite
low, varying from 2% to 6%. While seminars and workshops turn out to be very helpful for new comers
regarding their access to new markets, this provision may not to fully meet the demands of more
experienced SMEs in internationalisation who are more concerned about financial support.
According to the Wymenga et al. study (2013) the value of the supporting schemes launched by EU-27
member states is determined by the level of support that reach SMEs rather than the quantity of support
services. However, most EU member states have failed to offer specified programmes targeting to
different groups of firms according to their size, age, sector, experience and types of firm as found in the
literature.
A further weakness of EU-27 national programmes is that they tend not to be tailor-made. Only a few
national schemes are designed to address to SMEs needs according to sector or their internationalisation
phase. In addition, more attention has been focused on constructing formal networks rather than
drawing upon the natural and informal networks among the business community. This has somewhat
constrained SMEs in expanding their networking and developing sector-related business hubs to
promote their competitiveness in the internationalisation process. Low awareness of national
programmes amongst SMEs, either because they do not perceive the value of such schemes, or lack of
information is also a challenge. This has shaped a gap between what the policies expect to develop and
achieve and what SMEs really need.
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Table 2: Types of support to SME internationalisation in EU-27
Type of support
Seminars, workshops
Staff training
Trade missions, trade fairs and matchmaking
events
Information on rules and regulations
Information on market opportunities
Identifying and arranging meetings with
potential clients
Advice and consultancy
Business cooperation and networking
Sectoral programs
Credit guarantee scheme
Subsidies, grants
Tax incentives
Low interest credits
Insurance services
Other
Total

Public
Support
Share in
Services
total %
355
12
214
7
280
9

Private
Support
Share in
services
total, %
39
10
26
7
33
9

286
308
264

9
10
9

30
45
34

8
12
9

370
338
180
105
133
73
75
69
21

12
11
6
3
4
2
2
2
1
100%

51
45
17
15
16
6
4
12
2

14
12
5
4
4
2
1
3
1
100%

Source: Wymenga et al. (2013, p. 70)

Finally, the monitoring and evaluating of existing national programmes is also a big concern to not only
at the EU level but also within member states. The lack of transparent and robust systems of monitoring
on-going and implemented projects made it more challenging for policy-makers and policy analysts to
assess the effectiveness of existing schemes. This renders evidence-based policy-making and incremental
improvements difficult. In this case, it means that there is no guarantee that policies and interventions to
help SMEs internationalise will improve with time.
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8

Case study examples of support for internationalisation of
SMEs

8.1

Case study 1: Italy

Compagnia delle Opere (‘CDO’, i.e. “Companionship of Works”)
Source: http://www.cdo.org/
CDO is a non-profit organisation founded in 1986, aiming to provide support and create networking
capabilities for SMEs to foster trade and mutual collaboration between its members. With more than
34,000 cross-sector members, CDO connects SMEs, supporting institutions and partners such as banks, IT
and energy companies and universities. Its objectives are to enhance SMEs’ management skills by
providing training, workshops and consultancy, and financial advice. CDO currently has 38 local branches
across Italy and formal branches in 17 foreign countries.
Activities
CDO provides a number of support services to SMEs including consulting and services, focusing on the
following areas: Insurance, Human Capital, Certifications, Energy, Finance, Internationalisation,
Innovation and Trade Fair. CDO also utilises its business agreements with its partners/networks to help
reduce the supplier costs for SMEs (i.e. discounts). This support is mainly applied to several sectors such
as Automotive, IT, Mobility, Communication.
In 2005, CDO first launched Matching 2.0 (www.e-matching.it), claimed as an innovative B2B networking
to develop a closer linkage between smaller and larger firms. This intervention is supported by both the
government and business associations including the Italian Ministry for Economic Development, the
Italian Trade Agency, the national Association of the Chambers of Commerce and the Lombardy and
Veneto regional governments. In addition, CDO also organises a 3- day annual event in Milan, attracting
more than 2000 delegates, institutions and organisations.
Since 2010, CDO focuses on supporting internationalisation of SMEs by coordinating with ‘matching’
events in foreign markets (i.e. Brazil, China, Qatar, Russia and Spain). In 2013, CDO re-launched eMatching platform, aiming at facilitating the use of digital technologies in business in the four areas:
Inter-firm networks, Internationalization, Relationship with Large Firms, and Clusters.
Results and Impacts
The first ‘Matching 2.0’ platform was successful, resulting in the re-launch of ‘E-Matching’ in 2010 and
2013. CDO currently attracts more than 34,000 users and has a strong impact on Italian international
SMEs, especially enterprises in the Lombardy area.
The main advantage of CDO is its provision of both online and off-line services, which enables SMEs to
access to data, information, sectoral networking, consultancy, and interaction with business associations,
and supporting institutions. Its value to SMEs was also confirmed by the turnover generated from
membership fee to join CDO. Non-profit businesses have to pay a fee of 200 euros. Profit organizations
have to pay fee that might range from €250 to 1000 depending on their statuses. The same fee has to be
paid yearly in the case the company decides to renew its membership.
The weakness of this organisation, however, is the lack of monitoring and evaluation of the follow-up
progress of SMEs after joining CDO. Hence, CDO is an example of a focused intervention that seeks to
overcome the human capital and networking disadvantages of SMEs. By bringing together SMEs with
potential stakeholders, including trainers, suppliers and customers, CDO helps SMEs overcome the
barriers to internationalise.
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8.2

Case study 2- GERMANY

Bayer Innovativ GmbH- a publicly backed body
Source: http://www.bayern-innovativ.de/
Bayer Innovativ, based in Nuremberg, was founded in 1995 by the State of Bavaria. It is a Centre for
Innovation and Technology Cooperation, aiming at facilitating networking for open innovation and
supporting SMEs to promote innovations in international markets. The Centre was funded partly by the
Bavarian Economics Ministry (40%) and by fees and projects (60%), 51% of its shares are owned by the
LFA state bank. Bayer Innovativ is run by a board of politicians, scientists and industrialists to enhance
knowledge and technology transfer, involving 11 spoken languages and 7 nationalities. Currently, Bayer
Innovativ GmbH is managing a network of 70,000 customers from 40,000 companies, of which 30,000 are
located in Bavaria, plus 500 institutes and 80 organisations both nationally and internationally.
Activities:
Bayern develops innovation networks in sectoral categories to enhance knowledge transfer and
networking regionally, nationally and internationally. Some of its main projects are listed below:

•

BAIKA - the automotive supply industry

•

BAIKEM - electronics and microelectronics

•

BAIKUM - environmental technology

•

Network Life Science - biotechnology, food and pharma

•

Textile Innovation - functional textiles

•

Logistics

•

New Materials

•

Wood

Bayer Innovativ also enables its members to join European networks such as EEN - to promote
technology and knowledge transfer. As well as promoting sectoral activities, Bayer Innovativ also creates
activities in the corresponding clusters: Automotive, Energy Technology, New Materials.
Results and Impacts
Bayer Innovativ has a huge network of more than 70,000 customers and has gained credibility amongst
SMEs in Bavaria. Its publications and news items are regularly updated in different formats including ELetters, Internet portals, Congress TV and the Bayern Innovativ Journal. The organisation also generates
more than 150 million euros annually from Bayern Innovativ Congresses.
The strength of this organisation include its long-term financial funding from the government, which
support it to create cross sectors and cluster activities and programmes, and offer customer-orientated
services to SMEs.
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8.3

Case study 3: UKTI - The UK

Source: https://www.gov.uk/government/organisations/uk-trade-investment
UK Trade and Investment (UKTI) is the leading government body to promote internationalisation of UK
SMEs (UKTI, 2012; 2014). Recent statistics shows that in 200910, UKTI has provided support to more than
31,000 UK based SMEs (cf. 18,000 in 2005/06) in engaging into the internationalisation via export or
entering high growth markets (Rincon Aznar et al., 2015). UKTI also aligns with more than 170
organisation and institutions to simulate supporting programmes to SMEs. UKTI offers both online and
off-line services, through numerous delivery methods such as workshops, training, events, meetings,
consultancy, and access to data, trade fairs, and exhibitions.
Activities
UKTI has initiated a number of following programmes and campaigns in supporting both exporters, and
firms willing to export.

•

International Trade Advisers (ITAs)

•

Passport to export (providing information, training, market knowledge for new exporters)

•

Gateway to Global Growth (to SMEs having from 2 to 10 years of export experience and innovative)

•

Export Marketing Research Scheme (access to foreign market knowledge)

•

Overseas Marketing Introduction Service (for both starters and experienced exporters)

•

Trade fair and exhibition

•

Open-to-Export (free online advice service for exporters)

Results and Impacts
By providing solutions aligning with SMEs challenges in the internationalisation process, UKTI has
contributed to raise the percentage of its users to enter new markets to 53% during 2012-2014 (Rincon
Aznar et al., 2015). Within this duration, 52% of its users have also improved skills, and 28% has
introduced new products/services or process innovation. In addition, 47% of them have gained
confidence to enter new markets. UKTI support has also helped to improve SMEs’ access to resources
(23%), and 14% of SMEs overcame regulation challenge. Language and cultural concerns have also
significant reduced. For example, 46% of SMEs supported by UKTI, gained their access to information and
37% improved overseas marketing strategy. UKTI’s access to market data also improved SMEs’
knowledge of competitive environment in foreign market (40%) and improved their credibility in doing
international business (42%). Overall, UKTI is a good example of an organisation providing tailor made
services to international SMEs and is very influential in the UK. Currently it online platforms (such as
“Open to export” attracts more than 20,000 online visits monthly, and its publications (around 4000
articles and reports) are of great value not only to SMEs, but also to the policy-makers (UKTI, 2014)
Strengths
The advantages of UKTI are to provide a kind of tailor-made supporting schemes to both new comers and
experienced internationalised SMEs. This not only enhances knowledge exchange, access to information
but also shape a strong networking/ social capital for SMEs from both informal and formal networks as
explained in the literature.
The UKTI also benefits from a regular monitoring of activities (e.g. Annual Performance and Impact
Monitoring Survey (PIMS). This information is publicly available and enables subsequent development of
interventions. In reviewing the available literature, there was little or no comparative monitoring data for
the EU interventions.
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9

Issues for deliberation and policy recommendations

Summary of key points
The research on SMEs and internationalisation that has implications for interventions shows:
1.

The bulk of SMEs internationalise with no or little policy support. The evidence reviewed in this paper
and the presentations by owner-managers at the EU workshop (European Parliament, 2016) help
understand this lack of engagement. Although this varies by sector and in some cases memberstates, nevertheless, the point remains: despite efforts by member states and the EU, most SMEs
choose to internationalise with little public policy support. Given the finding that SMEs experience
internal and external barriers to internationalise, this does imply that public policy can do better.

2.

There are distinctive patterns in international activity by size and sector. Micro firms are less likely to
be involved in trade than medium sized firms. Innovative firms are more likely to be involved in
exporting. Furthermore, internationalisation appears to both enable as well as drive innovation and
growth.

3.

In terms of market entry, there appears to be a variety of pathways to internationalise. Some follow
the textbook approach and have a strategy and operational plan. Others may become international
because of a customer enquiry rather than having a deliberate marketing strategy. In other words,
many SMEs fall into trade rather than having a conscious, proactive strategy. Trade involves both
exporting and importing. The research shows that two-thirds of exporters also import. The cases and
research suggests that personal networks and familial resources should not be underestimated. Nor
should the fortitude of owner-managers seeking to export: these owner-managers have a strong
orientation to internationalise.

4.

The SME market for support may be segmented between those that have no or little experience of
international trade and those that are more experienced. Some SMEs follow a stage model approach
to internationalisation building up first a domestic market, whilst other are ‘born global’. Some SMEs
withdraw from exporting whilst others seek to extend their markets. The support needs will vary
between these groups.

5.

Risk is the greatest perceived barrier to exporting. The greatest risk of entering new markets is late
payment followed by political/ economic instability. Once exporting, SMEs report significant barriers
to further overseas development, including legal and regulatory issues; customs and developing
contacts.

6.

The need to develop trusted contacts in the international marketplace for both new market entry and
once exporting is considered crucial. Hence, there is a need for international trade advisers and
network brokers who can make links between SMEs and host economy contacts.

7.

SMEs are shown to favour readily-accessible, trusted sources of advice from known institutions and
network members. Hence, new institutions or initiatives need to take notice of these established
patterns of behaviour and key agents.

8.

The macro data shows that there is much more support activity at the member state level than the
EU as a whole.

9.

Evidence shows that trade agreements have a significant impact on SMEs in terms of market entry
and utilising business opportunities for investment and growth. Free Trade Agreements therefore
have the potential to offer more benefits to SMEs than larger firms due to their constraints and
challenges encountered in the internationalisation process.
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Policy implications
These findings imply a number of key policy implications for the European Union: what should be
delivered, who should deliver this and how should it be delivered?
1.

EU programmes should be based on demand-driven approach by linking programmes and
interventions to SME needs. These interventions should be designed to overcome SME’s internal and
external challenges to internationalisation. These challenges can be human, physical, knowledge and
financially based. Identifying these needs and their changing nature involves policy makers engaging
with SMEs and their stakeholders in order to design and deliver relevant, efficient and effective
interventions.

2.

Overcoming these challenges implies that a broad range of interventions and organisations, to reach
the multiple challenges of exporting and the heterogeneity of the SME populations, is necessary. In
addition, it is essential for the EU to continue developing initiatives that help SMEs build their
internationalisation capabilities (i.e. know-how, knowledge management, networking, information
and training).

3.

One of the key challenges to SME internationalisation is knowledge of the ’local’ foreign market.
Many SMEs for example are importers, and there is some evidence that the knowledge gleaned and
linkages from operating in foreign markets may be used to develop an export strategy. This may, for
example, involve building sector- and geography-related business hubs to enhance knowledge
sharing and information as well as introduce SMEs in the international market.

4.

It is suggested that EU programmes should continue to segment their strategies and measures to
address to different types of SMEs: their size, sector, target geographical markets. Of course,
economies of scale have to be achieved in any policy intervention but an absence of identifying the
target SME with support and with what type of support suggests poor policy design and an
inefficient use of resources.

5.

A further segmented policy approach can be based on the level of SME internationalisation
experience: new exporters; those seeking to maintain the same target market; those seeking to
extend their market-share in the same regions; and those seeking to extend their market-share to
new regions. Specific examples of interventions designed to reach these firms have been discussed
and can provide a successful basis of segmentation.

6.

An examination of who delivers interventions finds that there is a substantial range of support for
internationalisation at member-state and EU levels. The apparent diversity and variety of measures
from member states and existing membership and support networks, should be regarded as
enabling, rather than confusing, specific SMEs in their internationalisation efforts. It is this rich fabric
of national-based support and bodies that should be built upon to enable SMEs to overcome the
challenges they face when seeking to internationalise.

7.

The rationalisation of support structures or initiatives, or their simplification, on the grounds of policymakers’ need to overcome complexity may not be desirable from an SME perspective. It is this very
complexity, often deriving from a bottom-up or member states’ initiatives, which enable policies and
institutions to reach SMEs with tailored interventions. Hence, these local institutions and support
measure should be utilised to help both the design and delivery of EU interventions.

8.

Although innovations in policy interventions by the EU to promote SME internationalisation are
welcome, care should be exercised in their design and implementation. The limited research that is
available suggests that the take-up and impact of interventions could be improved. However, the
research also shows that new interventions should take a SME ‘world view’: understanding their
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natural networks and activities, and engaging with these. If developed in isolation, not adequately
connected to the needs and networks of SMEs, new interventions will not flourish.
9.

EU trade policy needs to address to SMEs’ specific needs, in particular with regard to the FTAs,
following the ‘think small first principle’. For example, offering investment and trade incentives to
targeted sectors and different types of SMEs. The development of SME chapters in EU FTAs is highly
recommended to lay the ground for SMEs’ integration into the global trade. SMEs’ concerns with
tariff and non-tariff barriers, administrative hurdles and the restricted mobility of migrant workers
should be minimised through trade agreements.

10.

A structured monitoring scheme of trade agreements for SMEs should be involved in future EU trade
policy to assess the progress of internationally active SMEs in order to provide appropriate support to
promote their trade and investment performance.

11.

A closer collaboration and co-ordination of member-states’ structures and measures is desirable
across the EU. This will allow increases in efficiency, greater policy reach and the sharing and learning
of best practices/ interventions among EU-28 member states. This paper has identified the scale of
interventions and provided examples of good-practice at the member state level. There is every
reason to suggest that the EU can learn from this experience and help shape new interventions.

12.

The paper has also identified a weakness in the detailed evidence-base on SME internationalisation.
Whilst aggregate data exists on the proportion of firms that export, beyond this the data is patchy.
For example, there is insufficient systematic evidence on the intensity of exports or the value of
exports amongst SMEs and well as their export destinations. Much of the information is also outdated
or incomplete. The academic literature has also tended to focus on the process of exporting but little
is known about the behaviour of SMEs over time in relation to the changing risks and intensity of
exporting over time. This makes assessing the performance of SMEs and the appropriateness of
interventions designed to improve this performance problematic.

13.

Furthermore, if policies and interventions are to improve, with each successive round of interventions
learning from previous efforts, it is essential that robust monitoring and evaluations are undertaken.
These need to be regular and transparent. Our review of the evidence suggests that this
underpinning activity in the EU policy-making process needs improving so that the results of
evaluations are fed into subsequent interventions.

14.

Further, clarity over the metrics used in the evaluations of intervention will ultimately aid the EU in
helping SMEs in their internationalisation efforts. For example, the costs of intervention, the number
of SMEs involved in the intervention, and the value-added to the SME (perhaps in terms of additional
sales and sustainability of securing a market) would provide some measuring rods of success or
otherwise. This would also help inform the opportunity-cost of an intervention over other types and
approaches that may be possible.

15.

These monitoring and evaluation exercises and the data on which they are based, should also be
made known to the European Parliament and other key stakeholders. The Parliament can only
execute its budgetary control function on the basis of full transparency of the monitoring and
evaluation of the various support schemes at EU level, in particular with regards to lessons learnt.

16.

SMEs are central to the development and progress of the EU, its citizens, economy and society. It is
crucial that the support for internationalisation is improved and adds value to the efforts made by
entrepreneurs and SMEs in the economy. This paper is designed to help stimulate discussion in the
European Parliament with a view to improvement in the EU’s policy interventions.
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