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1. INTRODUCTION

As we get nearer to the turn of the millennium, governments have been looking for new
approaches to stimulate the competitiveness of their nations. At the same time, they have come
to recognize the growing economic importance of small and medium-sized enterprises (SMEs),
which constitute between 75% and 99% of al firms, employ a very large proportion of their
workforce and account for a large percentage of their national growth (Hatzichronoglou, 1996).
Small firms have been generally more innovative than larger ones and, proportionally, have
created more jobs (Schreyer, 1996). Furthermore, small innovative firms share a common
characteristic: they conduct a large part of their business activities on foreign markets (Wagner,
1995; Bonaccors, 1992). Small innovative firms can create a competitive advantage and
governments have become more and more aware of this reality and motivated to promote SMES
and exports through specific public policies.

In the last two decades, therefore, public policies have undergone many changes, first to create

and maintain a stable macro-economic environment in which firms could prosper, and then to
reinforce and support a business environment conducive to innovation and exports. The
importance of a suitable macro- and meso-economic infrastructure to enhance industrial
competitiveness has been stressed by the work of Porter (1985; 1990) and of others. But
attention soon shifted from structural determinants to science and technology as means by which
governments could create wealth. Lundvall (1985), who put forward the vision of National

Systems of Innovation (NSI) to trace knowledge flows and their distribution within and between

national boundaries, helped to provide an integrative and holistic framework to orient
governments’ actions in promoting innovation. More recently, with the emergence and growing
importance of information and communication technologies (ICTs), a universal phenomenon is
becoming clear. While at the meta- and macro-levels, ICTs modify the global economic
environment by reducing distances and creating a global market, at the meso- and micro-levels,
they are altering whole industries’ value chains (Kalakota and Whinston, 1997) by connecting
major players through high-performance networks and eliminating others. At the firm level, core
competencies are now more and more embedded in knowledge rather than in products (Nonaka
and Takeuchi, 1995) and, the very structure of the organization is dematerializing, thus giving
way to a new mode of governance, the virtual firm (Davidow and Malone, 1992).

These changes are taken into consideration in conducting this critical analysis of «best practices»
of export promotion programs for SMEs. More specifically, interventions of supranational and
national governments are analysed to identify practices that can inspire innovative approaches to
stimulate and support exports activities in SMEs. Criteria that guided the selection of public
initiatives are threefold. First, this report has adopted a holistic view by examining not only the
programs themselves but also the institutions in place to support them, the national objectives
pursued by the 22 countries surveyed and a few supra-national initiatives that have influenced
governments’ actions. Second, programs supporting the knowledge-based economy paradigm
are highlighted since innovation necessitates knowledge creation, transfer and diffusion. Finally,
this report has emphasized programs that promote or make use of new technologies since ICTs
and more specifically the Internet, are “the” tools for doing business in the coming virtual
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economy. Finaly, the research itself was conducted using the Internet and seeking out the
information made available electronically by governments and their agencies.

This document is structured using an analytical framework identified as the “chain of impacts”
and sees programs as the final link in a chain that stretches from supra-national initiatives to
SMEs. Supra-national initiatives influence governments’ objectives and strategies, which are
usually formulated (though not always explicitly) into national policies. These in turn are
implemented by various mechanisms, institutions and agents in the forms of laws, programs, tax
incentives, and so on. This framework is meaningful when one performs an international
analysis of export promotion programs. First, it enables the researchers to analyze the
innovativeness of all governments’ actions. Second, it permits the assessment of the integration
between the various steps in the chain. For example, some governments are able to maintain a
high level of cohesion and integration from their stated objectives to their policies and
institutions, all the way down to their programs. Others, having stand-alone initiatives or
programs, often dilute their resources and do not provide the intended benefits.

The present document is divided into five chapters. Following the introduction, the second
chapter includes a description of the methodology used to carry out this research and a
discussion of its main limitations. Next, the three first links of the chain of impacts of public
policiesare described. Selected supra-national initiatives of two international organizations, the
Organization for Economic Co-operation and Development (OECD) and the European Union
(EV), are presented. They are followed by an analysis of national objectives and mechanisms
put in place to support these objectives for the 22 countries surveyed. The fourth chapter covers
the programs labeled “best practices” and identifies the major issues confronting policy makers.
It proposes an innovative approach to supporting SMEs and exports. Finally, a brief conclusion
emphasizes the main findings of this research report.
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2. RESEARCH METHODOLOGY AND LIMITATIONS

This chapter presents the methodology adopted to perform this study of the best practices
supporting SMEs and exports. It isdivided into the following three subsections:

* A brief description of the sample;
» The data gathering process;

* Thelimitations of this study.

2.1 Description of the sample

The 22 countries included in this study were chosen because of their economic importance on the
world scene and how well they represent different parts of the world. Asia is represented by
Japan, Korea, Malaysia, Singapore and Australia. Countries from the Americas include the
United States of America (U.S.A.) and Colombia. Finally, most OECD members and European
neighbors were included: Austria, Belgium, Denmark, Finland, France, Germany, Italy,
Luxembourg, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the United
Kingdom (U.K.). Countries under development were excluded, except for Colombia, which is
the only country from South America that was retained since information on it was available.
The countries of Eastern Europe was also excluded for lack of information and since they are
undertaking major political and economic changes. The selected countries respect the following
criteriac they are recognized as industrialized countries; they represent different parts of the
world; and they make use of the Internet to publicize their public policies and programs.

2.2 Thedata gathering process

The growing recognition by national governments of SMEs’ importance to the economy has led
them to generate new policies and strategies that take this emerging reality into account. The
preliminary analysis for our “best practices” study was based on a traditional literature review
using secondary sources of information. Two limitations were encountered. First, the literature
on government policies was not easily available from private or public sources (libraries, etc.) in
Canada. Second, literature based on secondary sources usually lags behind the current reality.
The inherent difficulty of gathering information on rapidly changing policies makes secondary
information much less adequate and, for some countries, even irrelevant. This led us to use new
forms of data gathering based on the new tools provided by the virtual economy and the
information superhighway. Thus, the Internet was our principal tool for data collection.

The literature review included such information as:

» Official documents and web pages from official government sites (ministries, agencies, public
banks).
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» Official documents from international organizations such as the World Bank and other
development banks, the OECD, the EU, UNCTAD, IBID, and others.

The review excluded al unofficial sources of information such as private consultants and
individuals’ personal web pages (even those of persons working within universities or
governments). This decision was based on the assumption that the documents provided there
were generally not subject to a proper review as is in the case for traditional papers in
monographs or journals.

2.3 Limitations and validity of the method

There are several limitations to any “best practice” study, the first and most important being the
difficulty in selecting objective criteria and indicators that can be used to select programs labeled
as “the best” to promote SMEs and exports. Only a few governments have started evaluating the
impact of their programs, and formal performance indicators are still lacking. Thus, four
subjective criteria were retained by the researchers. The following type of information were
favored:

1. Initiatives, interventions and actions that promote a holistic vision of public policies;

2. Programs that can be included in one of the four steps of the process representing the logic of
government intervention to promote exports, from indirect support (government intervention
and management capabilities) to direct support (access to market and finance);

3. Innovative programs that offer a service in an unusual or unique way;

4. Programs that make use of information and communication technologies (ICTs) and the
electronic superhighway.

The language barrier is another important restriction. Since policies, strategies and programs are
oriented towards enterprises at the national level, not all countries have made them available
worldwide in a widely used language such as English. The present study has been limited to
three main languages: French, English and Spéanish

The availability of material was another limitation. Not all governments have started to make
extensive use of the electronic tools available nowadays. Therefore, there are differences in the
availability and accessibility of information. These limitations were assessed using a Likert scale
and all 22 government sites were evaluated according to five criteria (accessibility, connectivity
with government, multilingual interface, search engine and user-friendliness). The results of
these evaluations are shown in Appendix 1.

Finally, there is one other constraint which must be borne in mind. Most strategies and policies
promoted by governments are influenced by internal politics, which themselves are influenced
by socio-political factors. Moreover, policies in some countries tend to be developed with a
short-term (three to five years) vision. They are frequently affected by democratic political
processes. Unfortunately, there is no external means to determine whether a policy has a short-

1 With further resources, the research could include information in other languages, if required by Industry Canada.

) Page 6
CIRANO — March 1998 — All rights reserved



or a long-term prospect. Nonetheless, our research design permits a deeper anaysis of these
policies since it compares not only stated policies and strategies but also implementation
mechanisms (institutions, agencies, etc.) and programs which require longer periods of time to be
properly institutionalized.

The validity of this “best practices” study is ensured by using the following triangulation
method. All information was corroborated by more than one source of information, thus
assuring external validity. This process was complemented by a review of secondary sources
such as official reports and published studies in journals and/or monographs. The reliability of
the research data is based on a rigorous method which uses information only from legitimate
sites that are authorized by national governments or international agencies. Over a period of six
months, all sites were revisited frequently and updates were taken into account. It is important to
note that there was a definite growth in the information content of the sites in terms of both
guantity and quality, between the early and later stages of the research. This clearly supports our
choice of methodology: the use of Internet sources of information results in far more up-to-date
data than a traditional literature review.
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3. CHAIN OF IMPACTSOF PUBLIC POLICIES. THE THREE FIRST LINKS

In this chapter, we will emphasise the importance of an appropriate alignment of public policies
in promoting export by SMEs. Thiswill be donein four steps.

» First, the concept of “chain of impacts” is introduced,

* Next, the importance of supra-national initiatives is presented (first link of the chain);

» Then, national objectives (the second link) are described for the 22 countries under study;
* Alist of the mechanisms or institutions put in place by each country follows (the third link);

* Finally, the importance of aligning these three first links is discussed.

3.1 Chain of impacts of public policies

Public policies cannot be regarded as stand-al
political, economic or social choices. They a

part of a larger system, identified by Aust

Figure 1l Chain of impacts of public
policies

(1990) as the “chain of impacts” and develope

figure 1. First, supra-national initiatives a
elaborated by international organizations, with {
participation of member countries. These sup
national initiatives correspond to the first link

the chain. Influenced by these initiative
governments state national objectives that refl
the goal(s) they are pursuing and/or the strateq
they intend to adopt (second link). Mechanis
and institutions put in place to implement the
objectives form the third link, and programs cor
in as the fourth link. Programs correspond to

specific intervention tools governments choose
reach the firms they intend to support.

In a time where resources are scarce i
competition is harsh, new strategies for compet|
internationally must be explored. Even thou
globalization of the economy and more op
channels of information have created ng
opportunities, they have also contributed
levelling most of the efforts deployed b
governments to gain a competitive advantage.
our view, the first means by which a governmg

can be innovative and enhance the added valt

Supra-national initiatives

{ GOVERNMENT }"

@ National objectives %

@ M echanisms and
institutions

@) Programs

!

Adapted from Austin, 1990: 77.
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its public policies is by developing a proper alignment between supra-national initiatives,
national objectives, mechanisms and programs. By doing so, governments will create the inter-
link synergy that will reinforce the whole chain of public policies.

3.2 Supra-national initiatives

International organizations play a major role in shaping the world market. For this reason, this
section presents an analysis of the supra-national initiatives (first link of the chain of impacts)
taken by two international organizations, the Organization for Economic Co-operation and
Development (OECD) and the European Union (EU). Both organizations have recognized the
importance of SMEs in promoting exports and job creation and have taken specific initiatives in
that matter.

3.2.1 The OECD

The OECD'’s involvement is mainly oriented towards promoting research projects that provide
information on the economic welfare of its 26 member countries and disseminating this
knowledge. Three categories of initiatives taken by the OECD are particularly relevant to policy
makers:

O Initiatives directed towards SMEs, exports and job creation;

O Initiatives that propose a systemic approach to promote exports and job creation;

O Initiatives to encourage the use of standards and common indicators.

Each will be discussed briefly.
0 SMEs, exports and job creation

The OECD is particularly active in supporting research projects, industry forums and

conferences that aim at creating and circulating a body of knowledge on public support to
industry, and more specifically to SMEs. Many of the reports provided to the Industry

Committee and its Working Party on SMEs or to the Science and Technology Directorate are
made available to member countries and the general public.

Questions of interest to policy markers have been addressed. For instance, as shown in exhibit 1,
an analysis of reported expenditures and programs by policy objective helps one to visualize the
relative importance of programs addressing SMEs and exports. The exhibit provides evidence
that, even though most countries formally recognize the importance of SMEs and of exports,
only 28% of theirexpenditures are directed towards these objectives with a mere 10% towards
SMEs. In comparison, almost one-fourth (23%) of phegrams analyzed during the same

period addressed SMEs and 8% related to exports. The costs per program to support exports are
therefore much higher per program.

With the increase in unemployment, the OECD has paid more attention to factors affecting job
creation. In an overview of selected quantitative studies in OECD member countries, (Schreyer,
1996) demonstrates the link between firm size and job creation. Statistics from the U.S.A.,
Sweden, the U.K. and Denmark show that SMEs have created more jobs than larger firms.
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Another study (Hatzichronoglou, 1996), analyzes the link between exports and job creation and
concludes that money and technological transfers, direct investments and import-export are
linked with employment since they affect industrial restructuring and development. These
initiatives, and many others taken by the OECD, contribute to building a cumulative body of
knowledge on SMEs, exports and job creation.

Exhibit 1 Analysisof reported expendituresand programs by policy objective

Distribution of average net costs to government 1,552 Programs
from 1989 to 1993 classified by policy

$ 47,736 M objective
100

7- Others
13%

5- Sectoral
10%

3- R&D and
Tech. Innovation
18%

Source: OECD Industrial Support Database, April 1996

O A systemic approach to promote exports and job creation

Over the years, the OECD has concurrently promoted the creation of a body of knowledge on
national systems of innovation (NSIs) based on the renowned work of the Swedish economist B.
Lundvall (1985; 1988). The concept of NSI has enabled researchers to identify knowledge
components and distribution within a country and has facilitated comparison between countries
by promoting the use of a common language and of comparable indicators of knowledge
production, diffusion and transfer. Since exporting can be defined as the transfer of knowledge
embodied in products and/or services, it is considered as an indicator of knowledge transfer and
isclosaly linked to the process of knowledge creation.

The systemic approach advocated by the organization to promote exports and job creation is very
comprehensive and reflects the multitude and complexity of the interactions between
components of NSIs. Exports can therefore be promoted both directly and indirectly. For
instance, investments or subsidies to exporting firms can be considered as direct assistance. But
other kinds of support are also important. Programs supporting knowledge creation such as joint
industry-university research or grants to promote R&D aso have an impact on exports in the
longer term. Thus, fostering a specialized workforce through education and training is important
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since these measures affect the competencies of workers and managers and result in gains in
productivity (OECD,1996b).

When considering the growth of national economies, we find that different countries share
common tendencies and directions, one being the growing importance of knowledge. Nations

able to create, distribute and use knowledge stand out as the most productive. Concepts such as

NSI and the “knowledge-based” economy, promoted by the OECD, help develop a shared
mindset between member countries.

O The use of standards and of common indicators

The OECD also plays an important and unique role in encouraging countries to use standard
indicators to better evaluate their actions and be able to compare their results with those of other
countries. It has promoted the adoption of standards to facilitate and regulate the flow of goods
and services between countries. For example, under the OECD’s auspices, member countries
have reached a consensus on eliminating disparities in the financing terms of exports:

* reimbursement must take place in two years or more;

» the buyer must provide a minimum of 15% of the contract value;

» payments should be distributed over a maximum period of five years for rich countries

and 10 years for poor ones;

e a minimum interest rate must be respected,;

» there are limits to help provided by the country to which the goods will be exported;

» arms and agriculture are excluded.

The third category of key initiatives taken by the OECD has fostered the sharing of common
indicators to facilitate comparisons between countries and the adoption of regulations to promote
free trade.

3.2.2 The European Union

As members of the European Union (EU), most Western and Central Europe countries, have
joined a supra-national government which focuses on enhancing the wealth of its members by
promoting growth, competitiveness and job creation. The initiatives taken by the EU are worth
mentioning since:

[0 They are mainly directed towards SMEs, R&D and technology;

O They are implemented with the participation of several levels of governments;

[0 They make extensive use of ICTs.

0 SMEs, R&D and technology

The EU government recognizes the economic importance of SMEs and most policies and
programs are centred around small and medium-sized businesses; SMEs, that is, firms that
employ fewer than 500 employees, account for 99.8% of all EU firms and are thus the focus of
most programs. For instance, the Third Program, called SMEAP, focuses on SMEs from 1997
to the year 2000 and includes support in such areas as loans (ELISE program), promotion of
innovation, technological cooperation and training (SPRINT and COST programs), collaboration
between industry and academia (ESPRIT program), and cooperative industrial research
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involving associations of organizations (FEICRO or AECRO), research, development and
technology (20 programs including EUREKA) and cooperative research action for
subcontracting research outside the firm (CRAFT program).

Most EU programs specifically address SMEs and they indirectly support exports and job
creation since most are centred on R& D and technol ogy.

0 Participation of several levels of government

The policies and programs put in place are implemented in three ways: shared-cost actions with

national or regiona ingtitutions; concerted actions where national, regional or sectoral
institutions and associations participate in the development of the programs; and the EU’s own
programs. Statistics show that member countries have increased their percentage of exports with
other EU countries, an indication that more exchanges are taking place since most national
barriers to commerce have been eliminated or at least diminished. The EU government, through
its General Directorates, and more specifically GD XVI, promotes transnational activities.
Funds such as FEDER or FSE help SMEs to adapt to a single market and enhance their
competitiveness at the European level. The creation of a European Electronic Market offers
long-term equity capital through the medium of a public share offering and a subsequent listing
on the market. Finally, loans offered to SMEs for job creation include special coverage for
transnational projects.

The initiatives for integrating supra-national, national and regional policies and programs have
been worthwhile and firms have enhanced their competitiveness at the European level.

O Useof ICTs

The EU’s contribution to the support of SMEs and exports has also been provided indirectly
through the efforts deployed in creating a Community Research and Development Information
Service (CORDIS). CORDIS is an original and very comprehensive tool for making information
accessible to SMEs and for promoting and supporting networking; it acts as a network of
networks, and is linked to the Internet sites and networks of member governments and to specific
databases such as:

» EUREKA, a Europe-wide network for industrial R&D;

* IRCs, innovation relay centres;

* VIPs, a scientific press service;

» Patent and intellectual property services;

» OPET, organizations for the promotion of energy technologies;

* RTD help desk.

The creation of the European Electronic Market is yet another innovative initiative that makes
use of ICT and supports the efforts of member countries in promoting competitiveness.
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3.3 Examples of pursued national objectives

Supra-national initiatives directly influence the national objectives countries decide to pursue.

These national objectives (the second link) are expressed in specific laws and are usualy well
publicized. One should note that only officially declared objectives cited in official documents

issued by government institutions such as ministries of trade and industry are included in this

section. There is no assessment at this point of their validity or the extent to which they have

been successfully implemented. Governments’ stated objectives or strategies have been restricted
to a maximum of three, and preferably only one, the most impdr@rerall, 30 cited objectives

were listed; they are presented in Appendix 2. The stated objectives are classified in five
categories, as shown in figure 2. They are briefly described below and listed in their order of
recurrence, starting with the most often cited set of objectives.

Figure2 Examples of the objectives stated by the 22 countries

1- Technology - Innovation - Industrial Development

2- Infrastructure and Economic Development

3- Collaboration - Information - Visibility

4- Employment, Training and Management

5- Regional Dev. and
Cluster Approach

Objectives Description
Technology, industrial development and | Strategies aimed at science, technological innovation and industrial modernization.
innovation
Infrastructure and economic development | Objectives aimed at improving the level of economic wealth of the country by
developing the proper public infrastructures. transport, communications, etc.

Employment, training and management Issues related to human resources, for example, the U.K.'s “Best practices”
strategies concerned with management issues.

Collaboration, information and visibility Objectives specifically addressing the collaboration between various govefnment
bodies (national, provincial, regional) and private organizations. They also include
information services and diffusion mechanisms.

Regional development and cluster approach | Strategies that clearly point to regional development and/or the development of
specific sectors or industry clusters.

2 Importance from the governments’ point of view, not the researchers’.
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Since most policies and programs are directly linked to these objectives, this preliminary
assessment of the directions taken by the countries in the sample helps us to visualize the relative
importance granted to SMEs and to exporting and job creation.

Some countries have also publicized objectives that specifically address SMEs. Australia, Japan,

the U.K. and the U.S.A. are among the countries that have stated such objectives. Australia,

Japan and the U.K ., address the business conditions of SMEs, the former focusing on alleviating

their administrative burden, the second on “best practices”, and the latter on support to
entrepreneurs and employees. For its part, the U.S.A. has clearly stated that SME exports are
one of their main concerns. Presidential support was given to the Small Business
Administration, which was added to the President’s Export Council, greatly reinforcing this
priority.

In many countries, support for SMESs is not directly stated as a prime objective although, in all
countries, small firms constitute more than 75% of all enterprises and, in some countries, up to
99%. This fact cannot be interpreted as meaning that no support is offered to SMEs but rather
that many governments appear not to have adapted their policies and programs towards SMEs’
specific needs.
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3.4 Examples of mechanisms and institutions supporting SMEs

This section examines the third link in the chain of impacts, and provides examples, within the
22 countries, of mechanisms and institutions specifically concerned with SMEs. There are two
kinds of institutions. a) institutions supporting SMES, b) institutions providing financial support
to SMEs. Details of this analysis are presented in Appendices 3 and 4.

Figure 3 Examples of institutions supporting SMEs

Institutions supporting SMEs Institutions providing financial services
to SMEs

4- SME-dedicated
financial institution

1- No specific
institution

4- SME-
dedicated
institution

1- No specific
institution

3-Ex/Im
institution
investment

with SME
services

2-Ex/Im

3- Institution under investment institution

MIT 2- Institution with limited services

I nstitutions supporting SMEs

Four categories are distinguished here (see the left side of figure 3). Each one is independent and,
contrary to the section on governments’ objectives, each country can be represented in only one
of the four categories. A country may have:

1. No specific institution or agency concer ned with SMEs
Multiple services are offered but no differentiation is made between small firms and large ones.
2. Institution(s) or agency(ies) delivering a limited range of services

Some countries have put in place institutions that offer only a specific range of services: for
example, the Swiss Government has appointed an SME Council and the Government of the
Netherlands has created an SME Research Institute.
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3. Dependent institution(s) that are part of larger ministries

Severa countries make use of an agency or service which is part of alarger ministry; thisis the
case in Japan, the U.K., Finland and Malaysia, where the agencies are not independent but
operate under the Ministry of Trade and Industry (MTI).

4. A specific and independent institution, ministry or agency for SVIEs

Some countries offer services to SMESs through dedicated ingtitutions. For example, the SMBA

in Korea and Spain’s Institute for SMEs coordinate all programs addressing SMEs in these two
countries. But the Small Business Administration (SBA) in the U.S.A. probably represents the
best example of a dedicated institution for SMEs. Exhibit 2 describes the extent of SBA Online
services offered and provides an example of the role a dedicated institution can play in
integrating multiple government’s interventions coming from several ministries, agencies or
departments.

Exhibit 2 SBA Online services

The SBA Home Page provides SBA services, downloadable files, plus services from agency
resource partners, links to other federal and state governments, and direct connegtions to
additional outside resources. Special areas of interest focus on assisting U.S. compahies that
are setting up an operation, seeking financing, looking to expand, and beginning to engage in
exporting. SBA Online also contains information on SBA programs that assist minority- and
women-owned businesses. In addition, large libraries of business-focuses shareware,
downloadable SBA loan forms, and agency publications are available. A wide vdriety o
services listed by state are provided, including calendars of local training courses sponsored
by SBA. Online workshops are offered for individuals to work through self-paced actiyities
that help them start and expand their business. In addition, the home page links directly to the
White House home page and the U.S. Business Advisor, which houses a large Violume o
regulatory information for small businesses. SBA provides full text search capabilities s well
as an area for user comments and suggestions.

I nstitutions providing financial servicesto SMEs

Once again, we distinguish between four categories, as presented on the right side of figure 3. A
country may have:

1. No specific national institution or agency

To the best of our knowledge, some countries, such as Denmark or Switzerland, have no specific
national institutions even though, as EU members, they rely on the presence of the European
Investment Bank. Countries in this category rely on their banking system for all financial
services to business.
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2. Anindependent institution to support imports and exports but no specific services for SMIEs

In countries within this category, a national bank, an export-import bank or a related institution
supports firms that want to export but does not adapt its financial programs to the specific needs
of small firms. Sweden, for instance, promotes foreign investments through ISA and Spain has
CERSA. Maaysia has created the Exim Bank of Malaysia and Portuga the Exterior
Development Bank.

3. Special services for SMEs through non-SME-dedi cated institutions

In some countries, institutions such as the Export Import Bank in the U.S.A. or OND in Belgium
provide specia financia services focusing on SMEs. Germany uses specialized public and
private banks to offer guarantees for SMEs and Finland relies on Postipankki and the Finnish
Export Credit Agency.

4. Special servicesfor SVIES through an SMIE-dedicated institution

Australia, Japan, Korea and France provide examples of countries that have specialized banks,
corporations or agencies for handling loans and/or other financial services offered to SMEs.
Australia created EFIC, an export and insurance corporation, while in Korea, a specific bank

(SME Bank) was set up. In Japan, the Small Business Credit Insurance Corporation
complements JEXIM’s support. Finally, France uses SOFARIS, a government-controlled
corporation, to manage loans and guarantees directed at SMESs.

Several countries offer special financial support to SMEs through public-owned institutions or
agencies. It appears that the benefits of such specific institutions for SMEs are manifold. On the
one hand, from a government’s perspective, a centralized approach to support mechanisms by
central institutions facilitates control and evaluation processes. On the other hand, from an
SME’s perspective, small firms have access to specialized centres (one-stop or one-point-of-
entry shops) where they can find a wide range of information on all the available programs with
regard to finance, business environment, management capabilities and access to markets.

3.5 Alignment between supra-national initiatives, national objectives and mechanisms

At this point, we would like to emphasize the importance of three distinct levels of alignment
that affect the outcomes of public policies in terms of effectiveness and efficiency:
» First, an alignment providing national synergy;
* Second, the degree of coherence between supra-national initiatives, national objectives,
mechanisms and programs;
* Finally, the level of integration of all mechanisms and institutions supporting SMESs.

Alignment providing national synergy

Supra-national initiatives play a key role in proposing holistic approaches to guide governments
in defining their national objectives, the mechanisms and institutions they put in place and the
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programs they implement. They alleviate the differences between members and promote
common interests.

In a globalized economy, the path to economic wealth crosses many frontiers and
necessitates cooperation between governments. The EU provides a good example of the
benefits of regional alignment of public policies. Building a synergy between NAFTA
countries could very well bring more prosperity to all.

The degree of coherence between initiatives, objectives, mechanisms and programs

Even though governments do not specifically mention SMEs in their national objectives, most
countries do recognize their importance. On that matter, it could be argued that all stated national
objectives include strategies that can be of great support to SMES. It is extremely difficult, if not
impossible, to determine the specific impacts of government interventions, whether they are
designed to provide direct support to SMEs, direct support for exports or indirect support for one
or the other. For instance, promoting R& D and technology transfer makes firms more innovative
and, according to many researchers (Lefebvre et a., 1997; Chetty and Hamilton, 1993),
innovative firms export their products and create more jobs. In our view, the U.SA. and
Australia have achieved aremarkable degree of coherence between objectives and mechanisms.

If a government intends to prioritize SMEs and exporting, the objective should be
clearly stated and specific mechanisms should be put in place to implement this goal
and coordinate all related interventions and programs. This coherence will contribute to
the effectiveness of public policies.

Thelevel of integration of all mechanisms and institutions supporting SMEs

Since mogt, if not all governments have limited resources, agencies and ministries should not
compete but rather cooperate in order to offer a “package of solutions” for all firms in need of
assistance. Three levels of cooperation can be identified: i) between government agencies or
ministries, ii) between local, regional and national levels of governments, and iii) between the
private and public sectors. In the U.S.A., the SBA coordinates the efforts of several ministries
that offer programs directed at SMEs. The French government offers a remarkable example of
cooperation with excellent multi-level government integration with the Chambers of Commerce
on one hand, and with the EU on the other hand. Examples of this will be provided in the next
chapter. Both the Korean and the Australian governments have also put in place dedicated
institutions for providing and integrating financial and other types of support to SMEs.

The synergy between government support actions will be amplified if all levels of
governments and agencies supporting these programs cooperate to complement their
individual efforts. Furthermore, collaboration with the private sector should be
encouraged. Thisintegration will contribute to the efficiency of public policies.
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4. CHAIN OF IMPACTSOF PUBLIC POLICIES. THE LAST LINK, THE PROGRAMS

This chapter concentrates on describing several innovative programs that support SMEs and
exports.

» First, it proposes a sequential approach termed the “logic of intervention”;
* Next, we provide a description and synthesis of the programs identified as “best practices”;
* Finally, an innovative approach to major issues facing governments is proposed.

4.1 Thelogic of government intervention

Innovative programs are manifold but the fact remains, according to statistics provided by the
Australian government, that 95% of all SMEs do not use any government program.
Governments, for their part, have principally intervened by providing financial support
programs, often neglecting the fact that the road to exports does not start with loans, guarantees
or other financial tools. As depicted in figure 4, SMEs and their managers first access
government institutions for information. If they encounter a lack of management capabilities,
they will need training or counseling before they can gather and analyze information to gain
access to specific markets. Only then, having located potential markets and customers, will they
require financial help to support their export activities. By taking into account this logic of
intervention, policy makers can ensure that they respond to the specific needs of SMEs and their
chief executive officers (CEOSs) as they acquire the capabilities and information that will lead to
exports.

Figure4 Thelogic of government intervention

Use no government 1 2 3
program Interaction
with M anagement Accessto Financin
g, b | capabilities = market M- 9

gover nment

Only 5% use
gover nment
programs

4.2 Innovative programsto support SMEsand exports

Following the OECD’s classification in the repdest Practice Policies for SMEs (OECD,

1995) and the logic of government intervention presented above, innovative programs were
classified in four separate areas, even though some programs apply to more than one. This
section will examine each of these are@s:interaction with government;] management
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capabilities; [0 access to markets, and [J financing. For each subsection, an overview of the
specific programsis provided, followed by a short description of afew innovative programs.

4.2.1 Innovative programsin the area of interaction with government

Programs related to this first category aim at creating a favorable environment for SMEs to
communicate with government institutions or services.

Table 1l Innovative policies and/or programsin the area of interaction with gover nment

Country

Program or Policy

1. Australia

The Regulatory Reform introduced to alleviate the regulatory burden for SMEs is partig
extensive and covers the review and reform of over 15 laws or regulations in fields sug
securities, retirement saving accounts, product recall requirements, regulatory regime
patent attorneys, copyright, licences, customs, conformity assessment, health, immign
and others.

ularly
h as
or
ation

2. Belgium

“One-stop-assistance” centres for new businesses; simplified and reduced formalities f
registration in government programs (Siprocom Program).

or

3. Denmark

“One-stop-shops” enable businesses to deal with one authority even though programsg
supported by the Danish government or by the EU.

may be

4. France

Most government programs are implemented with regional partners, usually the Chan
Commerce; this collaboration between levels of government is particularly important.

hbers of

5. Germany

Information on all programs is accessible on the Internet and presented in an
understandable format.

easily

6. ltaly

Most government programs are implemented with regional partners, usually the Chan
Commerce; they address specific clusters of firms and provide information supj
networking: DIT, the Chambers of Commerce network, offers information, training, tec
assistance and consultancy, and specific sectorial support.

hbers of
bort to
hnical

7. Japan

A series of measures for strengthening the management base and rectifying disadvant
facing SMEs have been adopted by various government bodies: financial measures; ta
measures; organization measures; measures for proper subcontracting; measures for
adjustment of business sectors; measures to secure public-sector demand.

ages
1X

8. Korea

Korea is known as a largely corporatist state and government interactions with mark
firms are common. “Chaebol governance” where large firms make use of a str
network of subsidiaries, suppliers and customers characterizes the Korean |
environment.

ets and
uctured
business

9. Sweden

ALMI Foretagspartner: this organization, owned by both government and local auth
incorporates the best of centralized and decentralized help for SMEs. Located in the
milieu, it has central headquarters to support local actions.

orities,
business

10. Switzerland

The program in place to alleviate the administrative burden for SMEs uses a single p
entry strategy. Generalists in place can assess the specific needs of a firm and di
specialists in specialized government agencies according to the type of assistance nee

oint-of-
ect it to
ded.

11. United
Kingdom

An original project is the Wessex Virtual Business Park, hosted by Bournemouth Uni
which takes into account the hype concerning the Internet and the information supert
and offers a free Internet site to participating organizations which, in return, provide a ¢
case study for the costs and benefits incurred.

CASBA, the Centre for Applied Superhighway Business Advantage, provides a singl
of access to skills and resources available to local and national SMEs.

ersity,
ighway
jetailed

e point

12. United States
of America

SBA is accessible from the Internet and offers a small guide for entrepreneurs wis

hing to

export as well as online information on most of the programs available.
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Table 1 describes such programs in 12 countries. The large number of programs in this area
shows that governments have been especially active in trying to put in place “user-friendly”
measures for small enterprises.

Four types of programs have been designed with that objective:

0 Programs that alleviate the administrative burdens of doing business with government
agencies

The Regulatory Reform introduced by the Australian government is a good example of a
program in this category. If we take into account SMES’ very low rate of participation in
government-supported programs (a topic on which statistics will be presented in a subsequent
section), it could be argued that alleviating the regulatory burden is probably the best and most
promising means of supporting SMEs since they lack the time and personnel to go through all
the administrative paperwork necessary to participate in government programs. Compliance
costs are also very burdensome for SMEs; for instance, an Australian report affirms that “Small
businesses with one or two employees spend on average 120 hours a year on tax matters. This
rises to about 250 hours for businesses with more than 10 employees” (Commonwealth of
Australia, 1997b). Exhibit 3 presents key initiatives taken by the Australian government on the
matter. In the Netherlands, statistics show that the cost per employee of administrative
obligations is 21 times higher in very small firms than in large firms. The efforts made by the
Belgian government, which has adopted simplified registration formalities for all firms, should

be mentioned. Japan has also adopted a series of measures to rectify the disadvantages faced by
SMEs in doing business with government. In fact, it should be noted that most governments
have initiated some actions in that regard.

Exhibit 3 Key initiativesto alleviate the administrative burden

Small businesses with one or two employees spend on average 120 hours a year on tax matters. Thisrisesto
about 250 hoursfor businesses with more than 10 employees.

Tax compliance affects every small business operator. Small business wants certainty and simplicity in the
reporting and compliance arrangements. The Government has delivered a comprehensive programme aimed at
addressing these issues.
The Government knows that many small businesses have problems with the taxation system and has already:
introduced capital gainstax rollover relief;
«  provided capital gainstax exemption on the sale of asmall business for retirement;
«  reduced the provisional tax uplift factor from 8 per cent to 6 per cent; and

agreed to set up anew Small Taxation Claims Tribunal.
(Source: Commonwealth of Australia, 1997b)

0 Programs that promote “one-stop” shops or “one-point-of-entry” shops

Many countries have created one-stop shops (Belgium, Denmark, U.S.A.) or one-point-of-entry
centers (Australia, Switzerland) (see figure 5). Each type offers benefits and disadvantages, for
government as well as for the clients who consult them:
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One-stop shops offer all types of servicesin one location. Supported by multidisciplinary teams,
the shops can respond rapidly to adiversity of needs. But in the long run, specialists tend to lose
contact with state-of-the-art knowledge in their discipline and become generdists. For
government, one-stop shops require that specialized resources to be present in various regions,
multiplying operation costs.

One-point-of-entry shops act as dispatchers for all of the government’s services. Generalists
analyze clients’ specific needs and refer them to the appropriate service. Teams of specialists are
centralized, therefore reducing operational costs while developing expertise centers. Clients,
who often need various types of support, have to shift from one office to another

Figure 5 “One-point-of-entry” shop and “One-stop” shop
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0 Programsthat are built on cooperation between levels of government

The Australian government, in collaboration with the state, territorial and regiona governments,
has reviewed all programs affecting SMEs in an effort to reduce, as much as possible, any
overlaps between programs and government levels. This review has helped Australia to reduce
the administrative burden on SMEs, as discussed in section i). What is more, the one-point-of-
entry shop, as explained in section ii), dispatches SME clients not only to programs maintained
by federal (or Commonwealth) agencies but to all programs provided by any governments within
Australia. Similarly, in the U.S.A., the federal agency (SBA) has joint responsibility with the
State of Californiafor guaranteesto California exporters.

Countries such as France, Italy and Sweden have worked with local partners, often Chambers of
Commerce, to implement regional offices, which incorporate the best of centralized and
decentralized help for SMEs. These offices serve as one-stop or one-point-of-entry centres and
have the advantage of bringing government agencies closer to their potential clients.
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0 Programs that bring information directly to the small firm via the Internet and business
networks

Measures in the fourth category are probably the most innovative since they use the Internet and
electronic superhighway to reach SMEs and provide access to databases and networking.
Governments have developed extensive sites where objectives, policies and specific programs
are presented.

For example, the German site providing information for SMEs is particularly remarkable for its
simplicity and accessibility. Japan’s site is probably the most extensive with regard to SME
networks (private and public). The U.K.s Centre for Applied Superhighway Advantage
(CASBA), is exceptional for providing access to skills and resources to local and national SMEs.
On the site, one can even find registration forms to apply for the support programs offered. The
U.K.’s use of the Web to create a virtual business park is most original. Finally, the U.S.A.’s
SBA agency not only provides its programs online but also assists SMEs via computer software
that can be downloaded online for business improvements, such as (to name only one) business
plan preparation software.

Government efforts to provide online support where small firms can find information and
resources, while very innovative, are nevertheless useless if the proper electronic infrastructure is
not in place and if firm owners and managers lack the willingness and/or training to use these
new technologies. For this reason, the German government has developed an action plan to make
sure Germany develops into an information society. These actions include sensitization and
education activities to change the mindset of business people towards a better understanding of
the “information society”. Working in the same direction, Singapore is investing heavily in the
development of an information and telecommunication network and is making strategic use of
information technology to support trade (TradeNet and Globalink projects).

4.2.2 Innovative programsin the area of management capabilities

In the area of management capabilities, governments organize forums and conferences in order
to disseminate knowledge on topics of interest to SMEs. They provide information and access to
external expertise and training. Technology transfer, production modernization and R&D
activities are also promoted since they are closely linked to innovation and job creation.
Governments also support networking and, most of all, sectorial networking since knowledge
and know-how are mainly industry-specific. Table 2 describes such programs adopted by eight
countries.

One program worth singling out in this area is the KEKO program adopted by the Finland
government. This program is innovative in two ways. First, the program’s collaborative
infrastructure includes several ministries, labor organizations, training firms and private
enterprises and makes it possible to offer tailor-made training, education, counseling and
consultancy. Secondly, the program makes use of unemployed professionals, thereby rendering
services to both the professionals and the client firms. Malaysia has adopted a similar type of
support by encouraging mentor/mentee relations while, in the U.S.A., the SCORE program
resorts to retired managers on a voluntary base to help out small firms and their managers.
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Italy, on the other hand, has adopted a cluster approach and most programs are industry-specific.
For instance, to enhance management capabilities, the Italian government makes use of several
programs to reinforce national competence centres. As an example, in the microelectronic
domain, the MEPI and SUMIS programs help support seminars, training courses and workshops
to make SMEs aware of the opportunities of using electronic circuits in their production.

Table2 Innovative policies and/or programsin the area of management capabilities

Country

Program or Policy

1. Denmark

The Ministry of Foreign Affairs has put in place a special unit to assist in maintaining and
improving the quality of Danish aid for all projects and programs targeting induistrial
development assistance; the evaluations are carried out by interdisciplinary teamg mostly

composed of external consultants.

2. Finland

The KEKO program, a collaborative and cooperative program from the Ministry of Labor,

the Ministry of Commerce and Industry and the Ministry of Education, promotes f

Dreign

trade, marketing and quality development, along with labor organizations, enterprises and

training organizations. It
professionals:

aims to respond to the needs of both SMEs and unemployed
it finds SMEs with realistic projects and well-educated unemployed

professionals and it organizes and plans the required tailor-made training and edugation as

well as counseling and consultancy.

3. Italy

Programs are mainly centred on specific industries; for instance, the MEPI and
programs in the microelectronic domain focus on reinforcing national centres of comp
seminars, training courses and workshops are offered to SMEs to make them awa
opportunities of using electronic circuits.

SUMIS
etence;
e of the

4. Japan

The Japanese government’s interventions to assist SMEs are centred on supporting managers

self-help efforts; managers must demonstrate pro-activity.

5. Korea

Networking and subcontracting or partnering with organizations from other count
looked at as a means to foster technology transfer and capabilities building and eng
through positive investments.

ries is
ouraged

6. Malaysia

One program for supporting Bumiputra entrepreneurs does this through mentor
relations.

mentee

7. United
Kingdom

Programs are mainly centred on best practices and address management and ir
capabilities; they promote the importance of intangible assets, which definitely differ
other governments’ interventions, which are aimed at technology, R&D or employmen

tnovation
5 from
[

8. United States
of America

Through the DOC program, 51 Districts of Consultation off@psut from 1,700 firms an
experts in international commerce (850 of whom are retired managers participating
SCORE program) on a voluntary basis.

d
in the

Japan has adopted a diametrically opposed approach to enhance management capabilities; all of
the government’s interventions are centered on supporting the self-help efforts of managers, who
must demonstrate their pro-activity in order to benefit from government support.

The U.K. also differentiates itself with regard to the importance of promoting “intangible assets”
such as quality, best practices and management capabilities rather than focusing on R&D or

technology.

Special mention should be made of “the Asian way of doing business”, for in Japan, Korea,

Malaysia and Singapore, intricate networks and partnerships have traditionally been developed

and governments have always been very closely linked to the business milieu. These countries
have been known as largely corporatist states and government interactions with markets and

firms are commonChaebol governance in Korea arteiretsus in Japan imply that large firms

make use of a structured network of subsidiaries, suppliers and customers, customs that have no
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equivalent in the Western world. Tremendous efforts to harmonize worldwide conditions for
doing business have been deployed by the OECD and all member countries.

4.2.3 Innovative programsin the area of access to markets

To promote access to markets for SMEs, governments rely on policies and programs that favor

SMESs in government procurement; they also provide information, facilitate training for trade
promotion and support potential exporters. But the most innovative programs in this area make
strategic use of information technology and the electronic superhighway to reduce distances and

ensure that their country is part of the global marketplace currently “under construction”. Table 3
describes such programs located in seven countries.

Access to foreign markets is made easier by simplified laws and regulations regarding customs,
requirements, patents, licences and immigration. The first step taken by governments must
therefore be centred on internal access to information and support. As mentioned earlier,
Australia and Belgium have been very active in alleviating the administrative and regulatory
burden of doing business with government. Making it easier to get information and support
through one-stop or one-point-of-entry shops and the use of the Internet has also helped SMEs in
many countries.

The second step to be taken is to use the same technologies to facilitate access to external
markets. The Italian Institute for Foreign Trade (ICE), operates an electronic foreign trade
information system called SICE that promotes trade, industrial and technical cooperation and
circulates information on Italy around the world. The U.K. has put in place an Export Market
Information Centre (EMIC), a “self-service” library and research facility with advice pages
aimed specifically at smaller businesses new to exporting; individual market menus are offered
as well as information on products, markets, opportunities, contacts, statistics and research
papers. Australia offers a similar service through “Australia World Direct” from Austrade
(Australian Trade Commission Online).

The U.S.A. also makes extensive use of the Internet to provide information on foreign markets.
It has also created a physical network of Exportation Assistance Centers that offer marketing and
financial assistance with the cooperation of national agencies and teams of specialists. These
centres perform market scanning activities in each industrial sector to detect exporting
opportunities for American products and pass on this information to interested parties. Japan’s
Chamber of Commerce and Industry (JCCI) also gathers information for SMEs seeking
international trade, investment and technology ties. JCCI holds seminars, publishes a bulletin,
introduces potential business partners and offers mediation and consulting services. A specific
program called JETRO promotes cooperation agreements with external firms by providing
information and financing. Creating an online electronic marketplace is a most innovative
initiative. Spain has already put such a tool in place, aiming to help the development of SMEs
with limited resources; it currently operates as a subscription service and offers customized
business information on all industries and trades.
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Table 3 Innovative policies and/or programsin the area of accessto markets

Country Program or Policy
1. Australia The Regulatory Reform introduced to alleviate the regulatory burden for SMEs is
particularly extensive and covers the review and reform of more than 15 laws or
regulations in fields such as securities, retirement saving accounts, product recall
requirements, regulatory regime for patent attorneys, copyright, licences, customs,
conformity assessment, health, immigration and others.
2. ltaly ICE, the Italian Institute for Foreign Trade, operates SICE, an electronic foreign trade
information system that promotes trade, industrial and technical cooperation and
circulates information on Italy around the world.
3. Japan Japan’s Chamber of Commerce and Industry gathers information for SMEs geeking
international trade, investment and technology ties and provides them with business
opportunities; the JCCI holds seminars, publishes a bulletin, introduces potential business
partners and offers mediation and consulting services. The JETRO program promotes
cooperation agreements with external firms by providing financing and information.
A new law tentatively named “Law for facilitating creative business activities of SMEs”
will be enacted to facilitate the trailblazing of new markets and the starting-up af new
companies through technological development by SMEs and the commercializgtion of
their achievements.

4. Singapore Information technology is used strategically with TradeNet and Globalink, both of which
support trade.
5. Spain The online global marketplace is certainly a tool for future development, specifically for

SMEs with limited resources; it currently operates as a subscription service and offers
customized business information on all industries or trades.
6. United EMIC, the Export Market Information Centre, is a “self-service” library and research

Kingdom facility with advice pages aimed specifically at smaller businesses new to exporting;
individual “market menus” are offered as well as information on products, markets,
opportunities, contacts, statistics and research reports.
7. United States Exportation Assistance Centers offer marketing and financial assistance in one location

of America with the cooperation of counselors and national agencies such as SBA, Eximbank, the
Department of Commerce, the International Development Agency and others.| These
agencies are supported by a team of specialists from Washington who perform| market
scanning activities in each industrial sector to detect exporting opportunities for American
products.

4.2.4 Innovative programsin the area of financing

Most countries offer credits, loan guarantees, capitalization funds for new businesses, and tax
benefits or incentives. Indirect assistance that involves facilitating the supply of informal equity
and providing information services promoting the linkages between investors and investees has
been excluded from this section.

Financing-related programs located in three countries attracted the attention of our researchers

and are summarized in table 4. The first program worth mentioning was initiated by the Belgian
government. A special “financial package” approach is used. It includes an array of incentives
of various kinds which can be combined to offer optimal customized financial aid to SMEs. This
approach implies a comprehensive view of all types of support offered as well as a proper
analysis of the specific needs of each applicant firm.

By putting in place a special corporation to provide financial support for SMEs in the form of
credit insurance, the Japanese government has ensured that SMESs’ specific needs are well
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understood and taken care of. Another initiative from Japan has been the creation of an
investment loss reserve for businesses commercializing seed technologies. The risks inherent to
research can thus be shared by both the government and the SME.

Table4 Innovative policies and/or programsin the area of financing

Country Program or Policy

1. Belgium An investment incentive framework with a package approach involving incentives which can
be mixed to offer the optimal combination of direct aid in the form of a grant linked to
investment, favorable tax schemes, labor incentives and training measures, R&D and
international trade opportunities.
2. Japan The Small Business Credit Insurance Corporation (a government-affiliated institution) is
specifically dedicated to providing financial support for SMEs in the form of a c¢redit
insurance system for machinery and modernization of equipment. Assistance for small-scale
seed technology research and creation of an investment loss reserve for businesses
commercializing seed technologies are initiatives worth mentioning.
3. United States | Exportation Assistance Centers offer marketing and financial assistance in one locatipn, with

of America the cooperation of counselors and national agencies such as SBA, Eximbank, the Department
of Commerce, the International Development Agency and others. These agengies are
supported by a team of specialists, from Washington who perform market scanning activities
in each industrial sector to detect exporting opportunities for American products.

The United States government has created Exportation Assistance Centers (EAC) that offer
marketing and financial assistance in one location. These ssmplify the search for help and, since

they are linked to adequate expert resources, these centres can be very effective in supporting an

SME that wants to export. Both the SBA’'s Export Working Capital Program (EWCP) and
Eximbank’s Working Capital Guarantee Program (WCGP) are available in these centers and in
several approved commercial banks; one application form can be used for both programs.
However, compared to Belgium's “package”, the EAC’s analogous package is less
comprehensive, although it gives the applicant firms access to both export financing and the
SBA'’s assistance and companion loans. The Belgium program is more customized focusing
solely on financial contents.

Programs designed to stimulate informal investment activities and start-ups or foster innovation
or R&D were not included since they do not directly promote exports. Even though the link
between access to venture capital, whether formal or informal, and exports and job creation has
yet to be proven, many countries are providing such funding for start-ups and innovation,
especially for SMEs in the high-tech sector. The French government's efforts to support new
businesses are particularly extensive and many SME-dedicated programs are available.

4.3 The major issuefor government intervention

In our effort to identify and describe the best practices in use to support SMEs and exports, we
have come to the conclusion that the major problem facing policy makers lies not so much in
composing the most innovative and extensive portfolio of support programs but rather in

reaching the large proportion of SMEs who do not traditionally use any government program

(see figure 6). For this reason, this last section will propose a solution, the virtual export centre,
briefly defining the concept and exploring its feasibility and advantages.
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Figure6 Themajor issuefor government intervention
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While this report has enabled us to identify the main concerns facing governments that want to
promote exports and job creation in SMEs, it has also provided examples of programs
implemented by several countries to counteract threats or to take advantage of opportunities
created by the global and virtual economy which is now developing. The use of the electronic
highway stands out as one of the most promising avenues of intervention since a government can
be present in every firm and offer several services in the form of a customized help-desk in a
virtual export centre.

Figure7 Thevirtual export centre (VEC)
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The virtua export centre (VEC) acts as both a one-stop and a one-point-of-entry shop (see figure
7). Specidists, though centralized in expertise centres, are electronically linked and can
intervene directly with a manager whenever there is a need for their specific field of competence.
Furthermore, teams of specialists can confer on cases and propose integrated packages of well-
adapted solutions, respecting the logic of intervention in promoting exports.
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Soecialists, even though geographically dispersed, must be able to work together to
offer a global, integrated portfolio of solutions. They must act as a team.

The core node of the VEC is embedded in a feedback loop, where SMES consult government
services on one hand, but where government also offers personalized information through the use
of push media on the other hand. For a better understanding of the concept of push media, please
consult exhibit 4. This feedback is represented by the bidirectional arrows in figure 7. The
channel of push diffusion could be developed on an existing diffusion platform such as Point
Cast.

The information content of “pushed” to SMEs must be enlightening, useful and relevant.
Only if firms benefit on a day-to-day basis from worthwhile information will they
change their attitude towards government support and engage in a trusting relation.

But integrating and facilitating access to government support programs is only part of the
solution since the fact remains that SMEs are usualy unwilling to seek and make use of
government support programs. Policy makers must therefore try to enter the closed set of
selected, explicit linkages CEOs devel op with arestricted number of preferential partners. These
networks have two characteristics: they are geographically localized (Acs, 1990) and industry-
centred (Chakrabarti, 1990; Porter, 1985). Some of the programs to promote exports and job
creation by small firms should therefore be directed towards existing networks, professional
associations, industrial clusters and others. By providing information and services to these
business networks and collaborating with them to offer these services to SMESs, governments can
ultimately reach managers and benefit from the climate of trust and cooperation which
characterizes their functioning. VECs could offer industry-specific specialized services and
include links with private services available for SMEs.

The VEC needs to implement close collaboration with existing business networks and
with the socio-economic actors already involved in industry.

The development of VECs directly accessible by managers from their desktops and by industrial

clusters or business associations will contribute to the effectiveness and efficiency of government

support programs. The creation of this unique help desk necessitates the integration of programs

between several levels of government - local, regional and national — and should reduce the red
tape a CEO in need of help must currently face.

) Page 29
CIRANO — March 1998 — All rights reserved



Exhibit 4 Push Media

With its millions of web sites, the Internet currently offers an overwhelming amount of inform;lition.

Unfortunately, finding the desired information can often be quite difficult in the existing “browsing” mode.

Push Media constitute a new multimedia tool that can directly transmit rich and diversified content to net
By allowing the users to specify the types of information they would like to receive, Push Media (¢
personalized access to Internet. The traditional, passive model of the Internet requires the individual to
through hypertext links to obtain the desired information. By contrast, Push Media operate accordi
broadcasting mode and automatically issue information to the user (as television does).

First, users register by downloading the free software that will enable them to receive the broadcast.

customers select the channels they prefée Globe and Mail or Wired Magazine, for example. Users
personalize each channel by selecting their domains of interest. After registration, for each cust
broadcast session will occur whenever its computer enters the screen saver mode. Users that have a
connection to the Internet will continuously receive updated broadcasts. People using dial-up acce
Internet can manually update their information each time they connect.

PointCast www.pointcast.comis the pioneer in Push Media. More than two million users have downiq
the free PointCast software since the launch of the final version in May 1996, and one million Internet
regularly use PointCast. The company finances its activities by selling advertisement space. Ads appe
the content.

Most Push Media software has recently begun to provide the technical information that is necessary to
diffusion channel. Consequently, it is now possible for public and private organizations, as well as indi
to broadcast through this new medium, free of charge. Push Media providers also prepare specific fng
information relevant to different categories of customers. For example, PointCast provides several i
related channels, like telecommunications, banking and even the U.S. government.

Other well-known companies offering Push Media services include Microsoft Active Desktop, Ne
Netcaster, and Marimba Castanet.
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5. CONCLUSION

SMEs and exports are now recognized as major determinants of national competitiveness
(Hatzichornoglou, 1996). This report provides key insights for the formulation of specific public

policies aimed at SMEs and exporting. “Best practices” from export promotion programs for
SMEs in 22 countries were surveyed on the basis of their holistic approach, their relevance and
effectiveness in a knowledge-based economy and their use of information and communication
technology.

This document highlights two major conclusions. First, significant benefits can be gained by
aligning supra-national initiatives with national objectives, mechanisms and programs, the four
links in the chain of impacts. Synergy between supra-national initiatives and national objectives,
coherence between the four links of the chain and integration of all mechanisms and institutions
supporting SMEs are the three levels of alignment that governments should specifically focus on.

Our second conclusion stresses the importance of respecting “a logic of intervention” in order to
reach a larger proportion of SMEs, particularly those who traditionally use no government

programs, and to offer them a portfolio of programs that meet their specific needs. An innovative
approach, the virtual export centre, was proposed to deal with this major issue and provide
customized, client-centred service to SMEs and their managers.

Small firms are now increasingly considered as major actors in promoting exports and job
creation. The alignment of public policies addressing SMEs and the adoption of an integrated
and customized approach to offering the needed support will facilitate access to the “knowledge
economy” which will characterize the beginning of the: 2&ntury and ensure the country’s
growth and wealth.
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APPENDIX 1

Table A: Evaluation of the availability and accessibility of information on gover nment

Internet sites
Criteria used to assess the availability and accessibility of information on gover nment
Country ST
Internet sites
- Connectivit Multili ngual . User-
Accessibility with gov’ty interfa%e Search engine friendliness
1. Australia 6 5 2 4 5
2. Austria 5 3 5 2 5
3.  Begium 6 6 7 3 6
4, Colombia 4 3 3 2 3
5. Denmark 5 5 1 5 4
6. Finland 6 6 2 1 5
7. France 6 6 6 7 6
8. Germany 5 5 3 3 6
9. ltaly 5 5 1 5 6
10.  Japan 6 6 5 6 6
11. Korea 4 2 2 2 4
12.  Luxembourg 5 6 4 6 6
13. Malaysia 5 4 5 3 6
14.  Netherlands 6 5 3 2 5
15. Norway 7 7 5 6 7
16.  Portugal 6 7 5 7 6
17.  Singapore 6 7 3 6 5
18.  Spain 5 5 3 2 4
19. Sweden 6 5 3 3 5
20. Switzerland 6 6 7 2 6
21.  United
Kingdom ! ! 2 6 6
22.  United S_tat& 7 7 2 5 7
of America
T Measured using a seven-point Likert scale.
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APPENDIX 2

TableB Main stated objectives supporting government policies

Category
= ho]
sl <5 BB
g0 EE (2 |B
S £ 5|6 |& =
22 O|E |® |8c
S3|8T|T |k |88
815815 15588
_§ =|E 2B E|E§ %2’
S =|S |8 o 5\ c 5
E§§§§Ea§9m
B82£353>|62|85
Country M ain stated objectives suppor ting gover nment policies 112]383]4]|5
1. Australia Support SMEs and alleviate the regulatory burden O
2. Austria Cluster policy O
3. Belgium Employment O
4. Colombia Social development through education, housing and jobssét® ‘social” O ]
5. Denmark Industrial development ]
6. Finland Collaboration between governments and visibility 0
7. France Economi ¢ assistance, technological development and information O O O
8. Germany Employment and shaping for the information age 0 d
9. ltaly Clusters and regional development O
10. Japan Productivity and business conditions of SMEs, entrepreneurs and employees 0 0 O
11. Korea Science and technology 0
12. Luxembourg | Production modernization and innovation through R& D O
13. Malaysia Economic growth through manufacturing ] O
14. Netherlands | Cluster approach and technology O d
15. Norway Employment O
16. Portugal Modernizing markets and infrastructure devel opment O
17. Singapore Economic growth and infrastructure development (including tel ecommunications) O
18. Spain M odernization of the scientific and technical system ad
19. Sweden Support and information 0
20. Switzerland Technology ]
21. UK. Best management practices O
22. U.SA. Preserve free competitive enterprise and exportation O
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APPENDIX 3

Table C Institutions supporting SMEs

=)

Category
s82 |8
o BRI 'g
=5|EBIE |58
#2282 |02
SEZEESBE
Country I nstitutions supporting SMEs 1 2| 3
1. Australia Auslndustry, a partnership between Commonwealth and State and Territory 0
Governments
2. Austria 0
3. Belgium ]
4. Colombia O
5. Denmark O
6. Finland The Ministry of Trade and Industry (MTI) Business Services O
7. France The Direction de I'action régionale et de la petite et moyenne industrie ]
8. Germany The German Directorate - General Il O
9. ltaly ]
10. Japan Small and Medium Enterprise Agency (under MITI) O
11. Korea SMBA, the Small and Medium Sized Businesses Agency a
12. Luxembourg ]
13. Malaysia The Ministry of Entrepreneur Development and SMIDEC, a corporation under MIT]| O
14. Netherlands The Research Institute for SMBs 0
15. Norway 0
16. Portugal ]
17. Singapore 0
18. Spain IMPI, the Institute for SMEs O
19. Sweden ALMI Foretagspartner, a public/private-owned institution 0
20. Switzerland The Swiss Government’s Federal Council ad
21. UK. Under MTI, a Ministerial Group and a Report O
22. USA. SBA, Small Business Administration 0
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APPENDIX 4

TableD Institutions providing financial servicesto SMEs

Category
& |6
212 |
CEIE
5 | &|E8c
8 | £ |52|E
S| LEss
=5 £ |EYBSs
85| E E5|TS
F=l = ||l =
28 & 05|52
Country I nstitutions providing financial servicesto SMEs 1121314
1. Australia » Export Finance and Insurance Corporation (EFIC) offers special servicesto SMEs O
2. Austria » The AKB, Austrian Kontrollbank 0
3. Belgium » The Office National du Ducroire (OND) offers special coverage for SMEs O
4. Columbia » Banco de la Republica O
5. Denmark » European Investment Bank and Nordic Investment Bank O
6. Finland  Postipankki and Finnish Export Credit Agency, offer banking services to SMEs gnd
others a
7. France » SOFARIS, a company for financing guarantees for SMEs
» COFACE, a quasi-governmental agency provides insurance O
» Banque Nationale and private banks
8. Germany » Specialized public and private banks offer guarantees for SMEs O
9. Italy » SACE, the Italian credit insurance body O
10. Japan » Small Business Credit Insurance Corporation and JEXIM, the Ex/Im Bank of Jagan [l
11. Korea » SME Bank and Export-Import Bank O
12. Luxembourg » Société Nationale de Crédit a I'Investissement (SNCI) 0
13. Malaysia » Exim Bank of Malaysia O
14. Netherlands » The Central Bank and specialized export financing companies set up byl large 0
commercial bankd\V Export Financiering Maatschappij)
15. Norway » The Central Bank and Eksportfinans A/S, which acts on behalf of the government to 0
administer trade subsidy schemes
16. Portugal » The Exterior Development Bank O
17. Singapore » Asian Development Bank ]
18. Spain » CERSA, a refinancing camany 0
19. Sweden * ISA, Invest in Sweden Agency, promotes foreign investment H]
20. Switzerland » European Investment Bank 0
21. UK. * Small Firms Loan Section in the DTI 0
» SME services in Bank of England and others
22. USA. » Eximbank with special programs for SMEs and OPIC (Overseas Private Investment 0
Corporation)
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