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5.2 Data on internationalization of SMEs in Belgium

Of the total population of 94,971 Belgian SMEs with at least one full time equivalent (FTE) employee,
most firms (78%) are micro enterprises, 19% are small firms and 2% are medium sized firms. Overall,
24,549 or 26% of these SMEs were internationally active in 2002, either through import, export or
both. This proportion is roughly the same for manufacturing (24.9%) and services (26.3%). However,
leaving out construction, 44.6% of manufacturing SMEs are internationalized.

Figure 15 Percentage of internationalized firms in Flanders, Wallonia and Brussels (2002)
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Source: VIO database

In Flanders and Brussels, an equally high share of manufacturing firms (26.6%) is internationalized.
In Wallonia, only 20% of manufacturing firms are international. Leaving out construction, the share
of internationalized firms is highest in Flanders (47.2%), and the gap between Brussels (40.6%)
and Wallonia (38.9%) is substantially reduced. Brussels has the highest share of services firms with
international activities (30.5%), followed by Flanders (27.4%) and Wallonia (20.7%).

5.3 Manufacturing

In this section, the internationalization of all Belgian (domestic owned) manufacturing (NACE 10-
45) SMEs (less than 250 employees and turnover less than €50 million) with at least 1 FTE will
be analyzed. This broad definition of manufacturing includes mining (NACE 10-14), utilities (40
and 41) and construction (45). These sectors are not included in a more conventional definition of
manufacturing, which comprises only NACE 15-37. These latter sectors will be referred to as “core”
manufacturing sectors.



5.3.1 Mode and geographical scope of internationalization

Of the 28,284 Belgian manufacturing SMEs, 77% had no international activities in 2002, leaving 23%
with one or more forms of internationalization. The most common mode of internationalization was
the combination of import and export (3,133 firms or 48% of internationalized SMEs). Of these firms
that both import and export, 1,284 had both intra-EU and extra-EU import and export, and another
1,338 firms traded (either import or export) with partners both inside and outside the EU®.

Figure 16 Mode of internationalization of Belgian SMEs in manufacturing (2002)
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Source: VIO database
About one in four internationalized SMEs import only, and roughly the same share only export. While

import from the EU is more common than extra-EU import, a larger proportion of firms export to
destinations outside than inside the EU.

Table 1 Mode of internationalization of Belgian SMEs in manufacturing (2002)

intra-EU extra-EU both
no internationalization 21,814
both import & export 3,133 293 218 2,622
import only 1,637 822 315 500
export only 1,700 614 728 358

Source: VIO database

SMEs are often involved in more than one form of internationalization. More than 50% of importing
firms also export. Up to 73% of firms that import from outside the EU also import from within the EU.
About 60% of exporters also import. Table 2 shows for each row the percentage of firms engaged
in other international activities.

5 EU refers to the EU-15, the relevant union for the period covered.
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Table 2 Percentage of exporting and importing manufacturing SMEs with other international
activities (2002)

import export
intra-EU extra-EU intra-EU extra-EU
intra-EU import 100.0 62.3 52.5 521
extra-EU import 73.4 100.0 56.8 65.1
intra-EU export 60.8 55.9 100.0 63.0
extra-EU export 56.5 60.0 59.0 100.0

Source: VIO database

Evolution in geographical scope of internationalization

In 2002, about 12% of manufacturing firms had intra-EU export and 13% exported to countries
outside the EU. This percentage is stable compared to 1996. In contrast, the percentage of importing
firms dropped from 19% in 1996 to 12% in 2002 for intra-EU import and from 17% to 13% for extra-

EU import.
| 54 Figure 17 Evolution in geographical scope in internationalization of Belgian manufacturing SMEs
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Export and import by sector

On average, 17% of manufacturing SMEs export. However, since the number of exporters is sector
dependent, large differences exist across sectors. In some small sectors, such as tobacco (16),
almost all firms export. For none of the core manufacturing sectors (15-37), the number of exporters



is smaller than 20%. On the other hand, in construction (45) only 4% of firms export. As this is by far
the largest manufacturing sector, this heavily distorts the global picture. Leaving out the construction
industry, the share of exporters is 32%.

Table 3 Percentage of exporting and importing manufacturing SMEs per sector (2002)

sector (NACE)® number of firms % export % import
10 7 14% 14%
11 2 50% 50%
13 6 50% 83%
14 119 20% 30%
15 2,156 21% 25%
16 16 94% 69%
17 7 58% 55%
18 415 52% 45%
19 62 58% 37%
20 612 30% 32%
21 193 52% 61%
22 1,551 20% 17%
23 12 58% 67%
24 374 64% 57%
25 385 53% 58% 155
26 807 21% 29%
27 209 37% 40%
28 2,297 21% 24%
29 835 45% 45%
30 54 63% 39%
31 306 46% 38%
32 109 60% 40%
33 295 29% 22%
34 187 37% 41%
35 109 43% 33%
36 989 35% 29%
37 189 36% 48%
40 25 16% 16%
41 19 32% 11%
45 15,227 4% 4%

Total 28,284 17% 17%
total “core”
manufacturing 12,879 32% 32%
(NACE 15-37)

Source: VIO database

6 Alist of NACE codes is included in appendix |.



The number of importers is almost exactly the same as the number of exporters: 17% across all
manufacturing sectors, and 32% for the core manufacturing sectors. Again, differences across
sectors are large, ranging from 4% in construction (45) to 83% in mining of metal ores (13).

Firm age

The proportion of exporting and importing SMEs increases with firm age. Less than 6% of firms
younger than 5 years have intra-EU or extra-EU export. This percentage gradually increases with
firm age. Almost 16% of firms of at least 20 years old have extra-EU export and 14% have intra-EU
export. While younger firms (up to 10 years) export mainly to EU destinations, older firms tend to
export more to countries outside the EU. Intra-EU import increases from 4% to 15% and extra-EU
from 5% to 17% from the youngest to the oldest age class.

Figure 18 Percentage of exporting and importing manufacturing SMEs per age class (2002)
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Firm size

Large SMEs import and export much more than smaller ones. Up to 57% of medium sized firms
(60-250 employees) export, compared to less than 10% for micro enterprises (less than 10
employees).



Figure 19 Percentage of importing and exporting manufacturing SMEs per size class (2002)
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Very few micro enterprises (less than 10 employees) export (5% within the EU, 4% to countries
outside the EU). About 20% of small firms (10-49 employees) export. Aimost 60% of firms with 100

to 250 employees export, and up to 75% of these firms import. 157

Table 4 Percentage of importing and exporting manufacturing SMEs per size class (2002)

SIZE
<10 10-49 50-99 100-250
intra-EU export 5.0% 22.2% 42.0% 59.1%
extra-EU export 4.0% 19.5% 44.2% 59.4%
intra-EU import 6.2% 17.8% 60.6% 75.1%
extra-EU import 6.6% 19.4% 52.3% 64.9%
N 20,204 3,809 812 345

Source: VIO database

Technology intensity

Twice as much high technology and medium high technology firms export compared to low and
medium low technology firms. The share of medium high tech firms that export is about the same
as high tech firms. In contrast, the share of importers is much higher among medium tech firms. In
medium low technology sectors, more firms import than export, while in low tech sectors the shares
are about the same.
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Figure 20 Percentage of importing and exporting manufacturing SMEs per technology intensity
class (2002)
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Correcting for size by focusing on medium sized firms (50 to 250 employees) only, the impact of
technology intensity becomes even more apparent. All medium sized firms in high technology
industries export and import; more than 90% trade both with EU and non-EU partners.

Figure 21 Percentage of importing and exporting manufacturing medium sized enterprises per
technology intensity class (2002)
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About 60% of low tech and medium low tech firms export, and about 80% import. Remarkably, more
firms in these sectors export to non-EU countries than to EU countries. In high tech sectors, 100%
of firms export and import, while in less technology intensive sectors more firms import than export.
In medium low tech sectors, 87% of firms import, while only 60% export.

5.3.2 Operating characteristics of exporting SMEs in manufacturing

To analyze the operations of exporting SMEs over time, the focus of this section is on firms that were
active in 1998 and were still active in 2003. Of these firms reporting positive employment in 1998-
2003, 3,998 (20%) were exporters in 20027 and 15,972 were not. However, the majority of these
non-exporting firms (9,637) were in construction, a sector which typically has a very low export rate.
Focusing on the “core” manufacturing sectors (NACE 15-37), thus excluding construction, mining
and utilities, 36% of these SMEs export. Nevertheless, to analyze the importing and non-importing
SMEs in further detail, the next sections will focus on all manufacturing sectors.

Are exporters more productive?

Exporters, and especially those that have been exporting several years, have higher levels of
productivity® than non-exporters. This finding is consistent with empirical results in other countries,
as shown in chapter 3. Not only do the higher productivity levels of exporters point to self selection
of the more productive firms into exporting, the results further indicate that exporting may lead to
increased productivity, through learning by exporting. More specifically, firms that started exporting,
initially had higher productivity levels than non-exporters (self-selection), and increased productivity
after starting to export (learning by exporting).

Table 5 Labor productivity in Manufacturing SMEs (Value added per FTE employee, 1000 euro)

X X 4 La_b(_)r La_bpr A
1998 2002 productivity1998 productivity 2003
Export Y 3,979 53.1 58.7 +10.5%
Constant export Y Y 3,362 53.5 59.2 +10.7%
New to export N Y 1,094 50.9 56.3 +10.6%
Stopped export Y N 838 53.5 53.2 -0.6%
No export N 18,072 46.8 52.2 +11.5%

Source: VIO database

Firms that were permanent exporters between 1998 and 2003 reported the highest productivity
levels (€59,200 per FTE). All types of exporters were more productive than non-exporters. Only for
those firms that stopped exporting, labor productivity dropped between 1998 and 2003. Although

7 Import and export data are used until 2002, and operating characteristics until 2003. The rationale behind this is that there
may be a lag effect of exporting on firm operations, i.e. exporting in year x may lead to a change in operations in year
X+1.

8 Labor productivity levels of firms were measured by the ratio of value added per FTE employee.
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exporters are older and larger than non-exporters, no significant productivity differences were found
for firms of different age or size classes.

Not only labor productivity was higher for SMEs that engaged in export activities. These firms also
grew stronger in terms of employment, value added and labor productivity over time. The evolution
of employment, value added and labor productivity over the 1998-2003 period is depicted in the
next tables, showing the compound annual growth rate (CAGR) for different types of exporters and
non-exporters.

Table 6 Change in employment and value added in Manufacturing SMEs: CAGR (%) 1998-2003

o5 abos  * Employment  JS0S roduotiviy
Export Y 3,979 +1.1 +3.2 +2.0
Constant export Y Y 3,362 +0.6 +2.7 +2.1
New to export N Y 1,094 +3.7 +5.8 +2.0
Stopped export Y N 838 -0.9 -1.0 -0.1
No export N 18,072 +0.7 +3.0 +2.2

Source: VIO database

Overall, firms that started exporting between 1998 and 2002 report the highest increase in employment
(+3.7%) and value added (+5.8%). The highest increase in labor productivity is for non-exporters.
These data are further analyzed for different age classes. Older, mature firms show different growth
patterns than young, dynamic firms.

For all age classes, those firms that are new to export, i.e. those that did not export in 1998 and
started exporting between 1998 and 2003, report the highest increase in employment and value
added. Since both employment and value added increased rapidly in these firms, they do not always
have the highest increase in labor productivity. Firms that stopped exporting, i.e. those that did
export in 1998 and no longer exported in 2002, had the lowest, sometimes even negative growth of
employment and value added. Across age categories, firms that have been active for 6 to 10 years
report the highest growth in employment and value added, while the steepest increase in productivity
comes from firms that are either 11-15 years old, or have been active for more than 20 years. The
latter increase is due to a drop in employment, combined with a slight increase in value added.

Table 7 Manufacturing SMEs started between 1993 and 1997 (6-10 years): CAGR (%) 1998-2003

export1998 export2002  Employment Valueadded o'a"l‘]%‘,:i:,i "
Export Y +4.2 +5.5 +1.2
Constant export Y Y +3.2 +4.5 +1.3
New to export N Y +9.2 +11.0 +1.6
Stopped export Y N +0.4 +3.0 +2.6
No export N +5.8 +7.9 +2.0

Source: VIO database



Overall, the growth rates of non-exporters within this age group (6-10 years old) are higher than
those of exporters. However, the fastest growth in employment and value added is for those SMEs
that started exporting between 1998 and 2003. The firms that stopped exporting on the other hand,
report the highest increase in labor productivity.

Table 8 Manufacturing SMEs started between 1988 and 1992 (11-15 years): CAGR (%) 1998-

2003
export 1998 e;&?; Employment  Value added prolc-iau?:?i:/i ty
Export Y +2.8 +5.2 +2.3
Constant export Y Y +2.4 +4.6 +2.2
New to export N Y +4.2 +7.5 +3.1
Stopped export Y N +1.2 +3.6 +2.4
No export N +2.8 +5.1 +2.3

Source: VIO database

Within the group of services SMEs that have been active for 11-15 years, there are no significant
differences in growth rates of exporters compared to importers. However, those firms that started
importing report the highest growth in employment, value added and labor productivity.

Table 9 Manufacturing SMEs started between 1983 and 1987 (16-20 years): CAGR (%) 1998-

2003
export 1998 eé((;))é)zrt Employment  Value added prola?l?:?i:/i ty
Export Y +2.3 +3.0 +0.7
Constant export Y Y +1.8 +2.2 +0.4
New to export N Y +3.9 +6.1 +2.2
Stopped export Y N -0.6 +1.7 +2.4
No export N +1.2 +3.8 +2.6

Source: VIO database

Within the group of services SMEs aged 16-20 years, exporters grow faster in terms of employment,
while non-exporters have faster growth of value added and labor productivity. Again, the highest
growth rates are for firms that started exporting.
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Table 10 Manufacturing SMEs started before 1983 (> 20 years): CAGR (%) 1998-2003

export 1998 e;((;))(;)zrt Employment  Value added pr olai?:(t)i:li ty
Export Y -0.5 +1.9 +2.4
Constant export Y Y -0.9 +1.6 +2.5
New to export N Y +1.8 +3.6 +1.8
Stopped export Y N -1.8 -3.4 -1.6
No export N -0.5 +2.0 +2.5

Source: VIO database

For the oldest group of services SMEs (older than 20 years), employment growth is negative for
both exporters and non-exporters. Only those firms that started exporting between 1998 and 2003
report positive employment growth. These firms also have the fastest growth in value added, while
permanent exporters report the highest growth in labor productivity.

Overall, the fastest growth in employment and value added is reported by firms that have recently
started exporting, regardless of firm age. However, these growth rates decline with firm age.

5.3.3 International new ventures

From the database, two types of rapidly internationalizing SMEs can be identified: current exporters
established in 1998 or later; and firms founded in 1993-1997 that started exporting within five years
from inception. The former will be the focus of this section, since these more recently established
international new ventures® best capture the recent evolutions, and are still relatively small in scale.

Although these firms report spectacular growth rates, the number of international new ventures
is limited. 453 (9.9%) of the 4,570 firms established in 1998 or later that were still active in 2002,
reported export in 2002. Of these international new ventures, 25 were established in 1998.

Sector distribution
International New Ventures are especially active in the high tech industries (both high and medium

high tech). Often such firms offer very specific niche products, for which the domestic market is too
small and therefore they are pushed to internationalize relatively soon.

¢ The dataset does not provide information on the scope of these SMES’ international activities. Consequently, the scope of
the export activities (number of export destinations and share of sales in foreign markets) is not taken into account and no
disctinction has been made between international new venture and other rapidly internationalizing SMEs.



Figure 22 Percentage of international new ventures and domestic new ventures per technology
intensity class (2002)
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Although the highest number of INVs is in low technology sectors (160 firms vs. 36 firms in 163

high technology), the percentage of INVs is much higher in high tech and medium-high tech
sectors.

Productivity

Employment in the 25 INVs established in 1998 doubled between 1998 and 2003, from an average
of 18 employees to 36 employees per firm. Value added more than doubled (+120%). These growth
rates are substantially higher than those of the 153 domestic new ventures (DNVs) established in
1998, i.e. firms that had no export in 2002. However, these firms report a steeper increase in labor
productivity (+3.8% per year, compared to +2.1% for international new ventures).

Table 11 Evolution of employment, value added and labor productivity of international new ventures
and domestic new ventures, 1998-2003 (CAGR, %)

Employment Value added Labor productivity
INV +14.7 +17.1 +2.1
DNV +7.6 +11.7 +3.8

Source: VIO database
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Geographical scope

The export destinations of international new ventures are not significantly different from those of more
mature firms. About 30% export only to EU countries, 28% only to countries outside the EU, and
41% export both within and outside the EU. Almost half (46%) of international new ventures have
foreign suppliers both in the EU and in other countries. 36% import only from EU suppliers and 18%
only from outside the EU.

5.8.4 Operating characteristics of importing SMEs in manufacturing

Firms active in 1998 and still active in 2003

4,271 firms (20%) reporting positive employment over the period 1998-2003 were importers in 2002;
16,701 were not. However, the majority of these non-importing firms (10,182) were in construction,
a sector which typically has a very low import rate. Focusing on the “core” manufacturing sectors
(NACE 15-37), thus excluding construction, mining and utilities, 37% of all Belgian manufacturing
SMEs import.

Nevertheless, to analyze the importing and non-importing SMEs in further detail, the next sections

will focus on all manufacturing sectors.

Table 12 Change in employment and value added in Manufacturing SMEs: CAGR (%) 1998-2003

Tiss  ooop g Employment e, prolai?:?i:/ity
Import Y 4,271 +0.5 +2.7 +2.1
Constant import Y Y 3,426 -0.0 +2.1 +2.1
New to import N Y 814 +5.3 +8.4 +2.9
Stopped import Y N 327 -5.8 -5.3 +0.5
No import N 16,701 -0.1 +2.3 +2.3

Source: VIO database

Overall, firms that started importing between 1998 and 2002 report the highest increase in
employment (+5.3%) and value added (+8.4%) and labor productivity (+2.9%). Both employment
and value added dropped steeply in firms that no longer import. These data are further analyzed
for different age classes. Older, mature firms show different growth patterns than young, dynamic
firms.

For all age classes, those firms that are new to import, i.e. those that did not import in 1998 and
started importing between 1998 and 2003, report the highest increase in employment and value
added. This is consistent with the results for export. Except for those firms aged between 5 and 10
years, those firms that stopped importing drastically reduced employment, sometimes accompanied
by a drop in value added.



Table 13 Manufacturing SMEs started between 1993 and 1997 (6-10 years): CAGR (%) 1998-2003

import 1998 import 2002 Employment Value added pr olai?:?i:lity
Import Y +3.9 +5.6 +1.6
Constant import Y Y +3.0 +4.8 +1.8
New to import N Y +9.0 +10.2 +1.1
Stopped import Y N +5.3 +8.5 +3.0
No import N +6.2 +8.2 +1.9

Source: VIO database

Of those services SMEs aged 6-10 years, the firms that started importing between 1998 and 2003
had the highest growth in employment (+9.0%) and value added (+10.2%). The SMEs that stopped
importing on the other hand, report the highest increase in labor productivity.

Table 14 Manufacturing SMEs started between 1988 and 1992 (11-15 years): CAGR (%) 1998-

2003
import 1998 import 2002 Employment Value added Labo.r .
productivity 165
Import Y +2.9 +4.9 +2.0
Constant import Y Y +2.3 +4.2 +1.9
New to import N Y +6.3 +9.3 +2.8
Stopped import Y N -0.7 +5.6 +6.4
No import N +2.7 +5.3 +2.5

Source: VIO database

Similar to the group of firms aged 6-10 years, within the group of services SMEs that have been
active for 11-15 years, those firms that started importing report the highest growth in employment
(+6.3%) and value added (+9.3%), and those firms that stopped importing report the highest increase
in labor productivity (+6.4%).

Table 15 Manufacturing SMEs started between 1983 and 1987 (16-20 years): CAGR (%) 1998-

2003
import 1998 import 2002 Employment Value added Labo_r .
productivity
Import Y +2.6 +3.5 +0.8
Constant import Y Y +2.1 +2.8 +0.7
New to import N Y +6.6 +8.9 +2.1
Stopped import Y N -3.1 +0.1 +3.3
No import N +0.7 +3.4 +2.6

Source: VIO database
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Within the group of services SMEs aged 16-20 years, importers grow faster in terms of employment,
while there is no marked difference in growth of value added. Again, the highest growth rates are for
firms that started importing, while the highest growth in labor productivity is for SMEs that stopped
importing.

Table 16 Manufacturing SMEs started before 1983 (> 20 years): CAGR (%) 1998-2003

import 1998 import 2002 Employment Value added prolaitc):(t)irvity
Import Y -0.2 +2.3 +2.5
Constant import Y Y -0.5 +1.9 +2.5
New to import N Y +3.2 +6.2 +2.8
Stopped import Y N -10.5 -12.6 -2.4
No import N -0.9 +1.4 +2.3

Source: VIO database

For the oldest group of services SMEs (older than 20 years), employment growth is negative for
both importers and non-importers. Only those firms that started importing between 1998 and 2003
report positive employment growth. These firms also have the fastest growth in value added and
labor productivity. Those SMEs that stopped importing report a steep drop in employment (-10.5%)
and value added (-12.6%).

5.4 Services

In this section, the internationalization of all Belgian (domestic owned) services (NACE 50-74) SMEs
(less than 250 employees and turnover less than €50 million) with at least 1 FTE will be analyzed.
5.4.1 Mode and geographical scope of internationalization

Of the 65,941 services SMEs employing at least 1 FTE in 2002, the majority (74%) had no international
activities. Of the 17,332 internationalized services SMEs, 5,978 both import and export. 4,251 firms

only import; of which 756 import from both EU and non-EU countries. 7,103 only export; of which
1,286 export to EU and non-EU countries.

Table 17 Mode of internationalization of Belgian SMEs in services (2002)

intra-EU extra-EU both
no internationalization 48,609
both import & export 5,978 1,130 424 4,424
import only 4,251 3,028 467 756
export only 7,103 2,491 3,326 1,286

Source: VIO database



In contrast with manufacturing, where the combination of both import and export was the most
common mode of internationalization, most internationalized services SMEs (11%) only export. A
smaller share (9%) import and export, while 6% only import.

Figure 23 Mode of internationalization of Belgian SMEs in services (2002)
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SMEs are often involved in more than one form of internationalization. About 50% of importing firms
also export. Up to 67% of firms that import from outside the EU also import from within the EU. Table
18 shows for each row the percentage of firms engaged in other international activities.

Table 18 Percentage of exporting and importing services SMEs with other international activities

(2002)
import export
intra-EU extra-EU intra-EU extra-EU
intra-EU import 100.0 36.8 44.5 37.5
extra-EU import 67.7 100.0 55.2 59.4
intra-EU export 46.7 31.5 100.0 47.9
extra-EU export 37.2 32.1 45.2 100.0

Source: VIO database

The link between different modes of internationalization and geographical scope is less strong than
in manufacturing. Only 36.8% of firms with intra-EU imports also import from outside the EU. Firms
with extra-EU imports are more likely to have exports than firms with only intra-EU export. 46.7% of
intra-EU exporters also have intra-EU imports, and 31.5% have extra-EU imports.
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Evolution in geographical scope of internationalization

In 2002, about 11% of services firms had intra-EU export and a similar proportion exported to
countries outside the EU. This percentage is slightly lower compared to 1996. In contrast, the
percentage of importing firms dropped from 16% in 1996 to 12% in 2002 for intra-EU import and
from 13% to 7% for extra-EU import.

Figure 24 Evolution in geographical scope in internationalization of Belgian services SMEs
(1996-2002)
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Export and import by sector

On average, 17% of services firms export and 14% import. However, substantial differences exist
across sectors. In sectors like wholesale (51), air transport (62) and research & development (73),
a large proportion of firms export. In some other sectors, the number of exporters is insignificant.
In most services sectors, only a marginal fraction of firms import. Only in wholesale (51), a sizeable
number of firms (41%) import. Leaving out this sector in the analysis would bring the average
percentage of importers in services to only 7%.



Table 19 Percentage of exporting and importing services SMEs per sector (2002)

sector (NACE) number of firms % export % import
50 5,510 28% 16%
51 14,047 39% 41%
52 12,366 13% 13%
55 6,625 2% 1%
60 3,891 8% 2%
61 109 12% 2%
62 16 50% 0%
63 1,493 16% 3%
64 239 15% 4%
65 1,061 3% 2%
66 14 7% 0%
67 1,865 1% 0%
70 2,443 2% 1%
71 645 13% 9%
72 1,604 15% 6%
73 62 37% 8%
74 10,800 7% 3%
Total 62,790 17% 14%

Source: VIO database

Firm age

The proportion of exporting and importing firms increases with firm age. Just over 6% of firms
younger than 5 years have intra-EU or extra-EU export. This percentage gradually increases with firm
age, although differences are smaller than in manufacturing. About 12% of firms of at least 20 years
old have extra-EU export and 11% have intra-EU export. Intra-EU import increases from 5% to 15%

and extra-EU from 2% to 8% from the youngest to the oldest age class.

Figure 25 Percentage of importing and exporting services SMEs per age class (2002)
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Firm size

Analogous to age, firms become more internationalized with increasing size.

Table 20 Percentage of importing and exporting services SMEs per size class (2002)

SIZE
<10 10-49 50-99 100-250
intra-EU export 8.8% 18.9% 28.0% 37.0%
extra-EU export 9.2% 21.3% 31.2% 31.3%
intra-EU import 9.6% 25.0% 29.7% 31.7%
extra-EU import 4.6% 16.1% 20.6% 19.1%
N 51,844 10,090 626 230

Source: VIO database

Interestingly, a higher proportion of micro enterprises in services export, compared to those in
manufacturing. In contrast, for all categories of larger services SMEs, the proportion of internationalized
firms is substantially lower than in the same size classes in manufacturing.
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5.4.2 Operating characteristics of exporting SMESs in services

To analyze the operations of exporters over time, the focus of this section is on firms that were active
in 1998 and still active in 2003. Of these firms reporting positive employment over the period 1998-

2003, 7,491 (20%) were exporters in 2002 and 30,423 were not.

Are exporters more productive?

Exporters, and especially those that have been exporting several years, have higher levels of
productivity'® than non-exporters. This finding is consistent with empirical results in other countries,
as shown in chapter 3. Contrary to the findings in manufacturing, exporters were not always more
productive than non-exporters. SMEs that are new to export reported the lowest labor productivity.
SMEs that were permanent exporters between 1998 and 2003 reported the highest productivity
levels (€ 68,700 per FTE). Except for firms that were new to export, exporters were more productive

than non-exporters.

Table 21 Labor productivity in Services SMEs (Value added per FTE employee, 1000 euro)

export export

1998 2002
Export Y
Constant export Y Y
New to export N Y
Stopped export Y N
No export N

#

7,491
5,285
2,206
2,227
30,423

Labor productivity
1998
61.9
63.3
57.2
60.5
58.4

Labor
productivity

2003
67.0

68.7
62.2
64.7
63.4

A

+8.2%
+8.5%
+8.7%
+6.9%
+8.6%

Source: VIO database

The evolution of employment, value added and labor productivity over the 1998-2003 period is
depicted in the next tables, showing the compound annual growth rate (CAGR) for different types of

exporters and non-exporters.

Table 22 Change in employment and value added in Services SMEs: CAGR (%) 1998-2003

export  export

1998 2002
Export Y
Constant export Y Y
New to export N Y
Stopped export Y N
No export N

#

7,491
5,285
2,206
2,227
30,423

Employment

+3.5
+3.0
+5.0
+1.9
+2.8

Value
added

+5.1
+4.7
+6.8
+3.3
+4.5

Labor
productivity

+1.6
+1.6
+1.7
+1.3
+1.7

Source: VIO database

19 Labor productivity levels of firms were measured by the ratio of value added per FTE employee.
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Overall, firms that started exporting between 1998 and 2002 reported the highest increase in
employment (+5.0%) and value added (+6.8%) and the highest increase in labor productivity (+1.7%).
These data are further analyzed for different age classes. Older, mature firms show different growth
patterns than young, dynamic firms.

For all age classes, those firms that were new to export, i.e. those that did not export in 1998 and
started exporting between 1998 and 2003, reported the highest increase in employment and value
added. Since both employment and value added increased rapidly in these firms, they did not always
show the highest increase in labor productivity.

Table 23 Services SMEs started between 1993 and 1997 (6-10 years): CAGR (%) 1998-2003

e;(ggosrt export 2002 Employment Value added pr olaitc):(t)i:/i ty
Export Y +6.9 +8.2 +1.2
Constant export Y Y +5.1 +6.3 +1.1
New to export N Y +11.6 +14.0 +2.1
Stopped export Y N +8.1 +7.2 -0.8
No export N +6.7 +8.7 +1.9

Source: VIO database

Overall, the growth rates of exporters and non-exporters within this age group (6-10 years) do not
differ much. However, those services SMEs that started importing between 1998 and 2003 had the
highest growth in employment (+11.6%), value added (+14.0%) and labor productivity (+2.1%). Non-
exporters report negative growth in labor productivity (-0.8%).

Table 24 Services SMEs started between 1988 and 1992 (11-15 years): CAGR (%) 1998-2003

e1x ggosrt export 2002 Employment Value added prolaaut::ct)i:/ity
Export Y +4.9 +6.3 +1.3
Constant export Y Y +4.7 +6.2 +1.4
New to export N Y +5.6 +6.7 +1.1
Stopped export Y N +3.8 +4.5 +0.6
No export N +4.1 +5.9 +1.8

Source: VIO database

Similar to the group of firms aged 6-10 years, within the group of services SMEs that have been
active for 11-15 years, those firms that started exporting report the highest growth in employment
and value added. Those firms that stopped exporting had the slowest growth rates. Non-exporters
had the highest growth in labor productivity.



Table 25 Services SMEs started between 1983 and 1987 (16-20 years): CAGR (%) 1998-2003

export 1998 export 2002 Employment Value added prolai?:(t)izli ty
Export Y +3.6 +5.8 +2.1
Constant export Y Y +3.6 +5.6 +1.9
New to export N Y +3.4 +6.3 +2.8
Stopped export Y N +2.4 +6.3 +3.9
No export N +2.5 +0.7 -1.8

Source: VIO database

Within the group of services SMEs aged 16-20 years, exporters grow faster in terms of employment,
value added and labor productivity than non-exporters. Again, the highest growth rates are for firms
that started exporting. Non-importers had negative growth in labor productivity (-1.8%).

Table 26 Services SMEs started before 1983 (> 20 years): CAGR (%) 1998-2003

export 1998 export2002 Employment  Valueadded o'aik;‘t’i:,ity
Export Y +1.9 +3.4 +1.5
Constant export Y Y +1.6 +3.2 +1.6
New to export N Y +3.1 +4.4 +1.2
Stopped export Y N -0.4 +0.8 +1.2
No export N +0.3 +3.3 +3.0

Source: VIO database

For the oldest group of services SMEs (older than 20 years), importers grow much faster in terms
of employment (+1.9% versus +0.3%) than non-importers, while the difference in growth of value
added is rather small (+3.4% versus +3.3%). Non-importers reported the highest growth in labor
productivity (+3.0%). Also for this age group, the fastest growth is for those SMEs that started
importing, while those that stopped importing report negative growth for employment (-0.4%).

Overall, services SMEs perform better in terms of growth than manufacturing SMEs. Exporting services
SMEs, and especially those that recently started exporting, grow faster in terms of employment and
value added than their non-exporting counterparts.

5.4.3 Operating characteristics of importing SMEs in services

To analyze the operations of importers over time, the focus of this section is on firms that were active
in 1998 and were still active in 2003. Of these 37,914 firms, 19% were importers in 2002; 81% were
not.

Overall, firms that started importing between 1998 and 2002 reported the highest increase
in employment (+7.5%) and value added (+9.8%) and the highest increase in labor productivity
(+2.1%).
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Table 27 Change in employment and value added 1998-2003: CAGR (%) 1998-2003

e i & Employment  \&04® prolai?:?il;ity
Import Y 7,080 +3.4 +5.5 +2.0
Constant import Y Y 5,440 +2.5 +4.6 +2.1
New to import N Y 1,640 +7.5 +9.8 +2.1
Stopped import Y N 673 -1.2 -1.1 +0.1
No import N 30,834 +2.8 +4.3 +1.5

Source: VIO database

These data are further analyzed for different age classes. For all age classes, those firms that were
new to export, i.e. those that did not export in 1998 and started exporting between 1998 and
20083, reported the highest increase in employment and value added. Since both employment and
value added increased rapidly in these firms, they did not always show the highest increase in labor
productivity.

Table 28 Services SMEs started between 1993 and 1997 (6-10 years): CAGR (%) 1998-2003

'ngen "2&;)2“ Employment  Value added pr olaitz:ct)irvity
Import Y +6.7 +8.0 +1.2
Constant import Y Y +3.7 +5.3 +1.6
New to import N Y +13.7 +15.0 +1.2
Stopped import Y N -3.1 -0.3 +2.8
No import N +6.8 +8.7 +1.9

Source: VIO database

Overall, the growth rates of importers and non-importers within this age group do not differ much.
However, marked differences exist between those SMEs that stopped importing, and those that
started importing. Of those services SMEs established between 1993 and 1997, the firms that
started importing between 1998 and 2003 had the highest growth in employment (+13.7%) and
value added (+15.0%). The firms that stopped importing on the other hand, report negative growth
in employment (-3.1%) and value added (-0.3%). Because the drop in employment in employment
is much steeper than the one in value added, these SMEs report the highest increase in labor
productivity.

Table 29 Services SMEs started between 1988 and 1992 (11-15 years): CAGR (%) 1998-2003

Toos  zoz  EMPoyment  Ga Lroduetiity
Import Y +5.3 +7.1 +1.7
Constant import Y Y +4.1 +6.1 +1.9
New to import N Y +9.7 +11.1 +1.2
Stopped import Y N +1.7 +3.1 +1.4
No import N +3.9 +5.7 +1.6

Source: VIO database



Similar to the group of firms aged 6-10 years, within the group of services SMEs that have been
active for 11-15 years, those firms that started importing report the highest growth in employment
and value added, while those firms that stopped importing had the slowest growth rates. Firms
that have been permanently importing between 1998 and 2003 have the highest increase in labor
productivity. In general, importers report higher growth rates in employment (+5.3% versus +3.9%)
and value added (+7.1% versus +5.7%) compared to non-importers.

Table 30 Services SMEs started between 1983 and 1987 (16-20 years): CAGR (%) 1998-2003

import 1998 import 2002 Employment Value added pr olc_jit():?i:/ity
Import Y +3.9 +7.2 +3.1
Constant import Y Y +3.5 +6.9 +3.3
New to import N Y +5.8 +8.9 +2.9
Stopped import Y N +2.6 -4.7 -7.2
No import N +2.4 +0.1 -2.3

Source: VIO database

Within the group of services SMEs aged 16-20 years, importers grow faster in terms of employment,
value added and labor productivity than non-importers. Again, the highest growth rates are for firms
that started importing, while the highest growth in labor productivity is for permanent importers. Non-
importers had hardly any growth in value added (+0.1%) and negative growth in labor productivity.
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Table 31 Services SMEs started before 1983 (> 20 years): CAGR (%) 1998-2003

import 1998  import 2002 Employment Value added prol(_llelljt():(t)i:li ty
Import Y +1.8 +3.6 +1.8
Constant import Y Y +1.3 +3.1 +1.8
New to import N Y +4.3 +6.6 +2.2
Stopped import Y N -3.4 -2.7 +0.7
No import N +0.3 +3.1 +2.8

Source: VIO database

For the oldest group of services SMEs (older than 20 years), importers grow much faster in terms
of employment (+1.8% versus +0.3%) than non-importers, while the difference in growth of value
added is rather small (+3.6% versus +3.1%). Non-importers reported the highest growth in labor
productivity. Also for this age group, the fastest growth is for those SMEs that started importing,
while those that stopped importing report negative growth for both employment and value added.

In general, for all age groups, importing services SMEs, and especially those that recently started
importing, grow faster in terms of employment and value added than non-importing services
SMEs.






POLICY IMPLICATIONS

A large number of SMEs have never considered internationalization (European Commission, 2004).
The first policy objective should be targeted at increasing the awareness about the benefits of
internationalization within this group of entrepreneurs. Spence (2003) claims that the awareness of
export promotion programs among non-exporters is low. As the entrepreneur is key to the successful
internationalization of the SME, the focus of policy support mechanisms should be the decision
maker, often the owner-manager (Lloyd-Reason & Mighan, 2002). For successful internationalization,
the owner-manager needs to have an international orientation. As the owner-manager can influence
every aspect of firm behavior, it is critical to take his impact on the potential strengths, weaknesses
and needs of the firm into account (Fisher & Reuber, 2004). In a second phase, the skills and resource
base of the firm should be targeted.

In a UK study on SMEs’ use and awareness of government export assistance programs, Crick
(1997) found that firms in different stages of internationalization have different needs for government
export assistance. Therefore, support should be tailored to firms with different degrees of export
commitment, rather than offering generic government assistance to all firms. For those firms that
do not export, a distinction should be made between those that are ready to export and those firms
that are not.

Acs et al. (2001) argue that the activities of support agencies may actually be counterproductive to
the long-term interests of many SMEs. SMEs are often pushed toward direct exporting, rather than
indirect exporting by entering the value chain of established multinational enterprises (MNESs). They
suggest especially highly innovative SMEs might be better off leaving the internationalization of their
products to MNEs and sharing the exporting profits with them. Policy measures should be aimed at
reducing entry barriers and lowering the cost of international expansion (Acs et al., 1997), such as
the protection of property rights, and transaction costs.

Export programs aimed at old firms with little or no export experience, will not generate a high return,
as these firms generally have only limited export potential (Moen & Servais, 2002). Old firms with
high export involvement appear to have the highest export potential, while many newly established
exporting firms are also promising. Hessels & Van Stel (2006) suggest governments should focus
on new ventures with high export ambitions. Export promotion programs should target those
entrepreneurs who have high growth abilities and ambitions. Andersson et al. (2004) also suggests
targeting those firms that are not international, but have growth ambitions. According to Mayer &
Ottaviano (2007), the number of firms that engage in export and FDI is the most important factor for
a country’s trade and FDI performance. Governments should thus develop policies that broaden the
export base. Although most authors seem to agree it is most beneficial to increase the number of
exporters, Westhead et al. (2004) on the other hand suggest policy makers should maximize their
investment returns by encouraging existing exporters to export more, rather than increasing the
number of exporting firms.

As it is evident that good firms become exporters, but the subsequent benefits of exporting are less
clear, Bernard & Jensen (1999) suggest aiding current exporters might target the wrong firms. The
most apparent benefits of exporting are the increased probability of survival and higher employment
growth. However, as exporting entails several risks, and given the negative consequences of stopping
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export, policies should target only those firms that are export ready. Reducing entry costs for these
firms, by offering export assistance, information programs and joint marketing efforts, would be an
appropriate way to push these firms to exporting.

Lloyd-Reason & Sear (2007) indicate a number of policy mismatches between the needs of globally
trading SMEs and support agencies. Support agencies focus too much on export, as compared
to other forms of internationalization. The emphasis is on trade promotion (opportunity spotting)
rather than trade development (managing global opportunities). The dominant rationale behind this
is still the traditional approach of developing global activities through stages. Another aspect of
internationalization that does not receive enough policy attention is the increasing number of SMEs
that internationalize in order to access know-how, technology and labor (European Commission,
2004). Exploiting the opportunities of globalization implies not only exporting and spreading activities
across the globe. Sourcing goods and services from different regions of the world should also be
part of this strategy (Coucke & Sleuwaegen, 2007).

Policy frameworks need to be flexible enough to respond to the increasing complexity and uncertainty
SMEs face while competing internationally. Lloyd-Reason & Sear (2007) suggest that, in order to
effectively support globally trading SMEs, support measures should be adjusted. Policy should take
initiatives to develop an international entrepreneurial environment. Support agencies should consider
other forms of internationalization than export.

Kirby & Kaiser (2003) point to the emergence of joint ventures as an internationalization strategy
for SMEs. Support programs could play in important role in assisting SMEs in identifying foreign
business partners. Since the global marketplace is a rapidly changing environment, support
agencies need to keep track of the changes and adjust their support measures. New markets and
new ways of internationalization, such as partnerships or direct investment, and new sectors offer
opportunities for the internationalization of SMEs (Hessels & Stigter, 2004). Furthermore, small firms
are internationalizing at a much earlier age than before (Andersson et al., 2004). This implies that
government policy and support towards SMEs should be adjusted to these changes.

A number of recent studies indicate a need for more customized support (e.g. lbeh, 2003). Programs
providing direct and active support to SMEs should combine a number of factors, such as access
to information, competency development and hands-on, individual service. Ibeh (2003) suggests
policy should focus on developing the entrepreneurial competencies and international orientation.
The necessary skills and knowledge to manage globally need to be developed, and networks and
relationships need to be supported.

A straightforward approach to assist internationalizing SMEs would be to reduce or remove existing
barriers to internationalization. An often mentioned barrier to internationalization is regulations and red
tape. Therefore, policy measures should aim at reducing these barriers, rather than further increasing
the administrative burden SMEs already have to deal with. Lloyd-Reason & Sear (2007) identify a
number of barriers perceived by US based SMEs. Support agencies can play an important role in
reducing most of these barriers, including those related to lack of information and finding reliable
partners.

Most EU member states have specific policies to support the internationalization of SMEs. These
generally comprise different types of support, ranging from basic information or export promaotion



to company-specific measures including individual consulting and competency development. Policy
measures can be categorized into five types of support: information, promotion, financial support,
inward investment support and counseling (European Commission, 2004). Most countries offer
standard information services and promotion, such as support for participation in trade fairs or trade
missions. However, Mayer & Ottaviano (2007) claim that trade missions do not generate trade. Spence
(2003) states that while trade missions do facilitate market entry, they do not attract non-exporters.
Financial support may include export credit or insurance, internationalization support grants and in
a few countries even tax relief. Inward investment support comprises FDI information or financial
support. Arguably the most effective support measure is individual counseling. This may include
advice on export development, the establishment of subsidiaries abroad, competence development,
the identification of partners and legal advice. However, there seems to be a significant gap between
the need SMEs have for planning their international activities and the actions in relation to these
activities. Therefore, SMEs could benefit from assistance in choosing, planning and deploying the
right strategy.

A Spanish program providing support to SMEs that want to start foreign activities combines advice
of the Spanish institution for foreign promotion with assistance from an external specialist. Next to
financial support, the services include individualized and specialized advice and complementary
services designed especially for the SME such as translation, insurance, financial services,
information, training and promotion (European Commission, 2004). The program is based on an
assessment of the competitive position and the internationalization potential of the SME. Next
to the internal assessment, the opportunities in the foreign market are identified through market
research. The firm is guided through the whole process, including the implementation of the
internationalization plan. After the implementation, a monitoring program aims to guarantee the
firm’s status as regular exporter.

This example is in contrast with the often rather generic services offered by support agencies
in other countries or regions. Key learning points are the customized support in combination
with external experts, and the monitoring program. Support agencies often limit their role to
information services and financial support, after which there is no follow up of the impact of the
assistance on the SME’s internationalization performance.

Recommendations to improve support

Based on the review of studies dealing with SME internationalization policies and the findings of this
study, the following recommendations are made to improve the current situation in Flanders.

1. Increase awareness. Many SMEs have never considered internationalization. More entrepreneurs
should be made aware of the possible benefits of internationalization.

2. Target firms that are export ready. Policies should target firms that are new to export, while
making sure that these firms are export ready. This implies that these SMEs are prepared and
ready to make the necessary investments and take the risks involved in internationalization.

3. Help entrepreneurs acquire the capabilities needed to internationalize. Lack of skills or skilled
human capital to engage in internationalization is an often cited barrier for SMEs. Improving skills
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has a long term effect on the internationalization of SMEs. It can further help those firms that are
not export ready to gain the necessary skills and prepare them for internationalization.

4. Target new firms. New ventures with high ambition and the ability to realize these ambitions, have
a great export potential. Supporting these firms can thus generate a high return, on the condition
that these firms are export ready.

5. Offer tailored support. Export support is often generic, while diversity among SMEs is increasing.
Support measures should be customized to better respond to the needs of these SMEs.

6. Offer specific programs for international new ventures. Support is often still based on the
assumption that firms internationalize in stages. Rapidly internationalizing SMEs would benefit
from measures that address the specific issues faced by young firms that want to reach clients
in multiple countries.

7. Integrate internationalization support in a broader range of support measures targeted towards
SMEs. Some countries (e.g. Ireland, Finland) have merged internationalization and innovation
support.

8. Broaden the range of services. Support is often oriented towards increasing export by trade
missions and financial support. There is an increasing need among SMEs for reliable information
and help in identifying foreign business partners.

9. Follow up. Long term follow up and measuring the impact of support can help improve the
effectiveness of specific measures.

10. Reduce barriers and entry costs. SMEs suffer from disadvantages of scale and often have
problems in overcoming the costs and barriers involved in internationalization. Reducing these
costs and barriers can thus increase the number of SMEs engaging in international activities.

11. Reduce red tape. An important barrier to export is red tape. Effective support measures should
help entrepreneurs to reduce red tape and not confront them with an even higher administrative
burden.

12. Stimulate cooperation. Linking with existing MNEs can help SMEs in circumventing barriers to
internationalization. Developing clusters and assisting SMEs in establishing partnerships can
increase the possible benefits of international cooperation.

The effectiveness of government support could further be improved by integrating policies
on entrepreneurship, innovation and internationalization. Stimulating entrepreneurship and
internationalization can increase the number of starters and exporters. Innovative firms should be
encouraged to market their products abroad.

Policies supporting internationalization in Belgium are scattered among different agencies. Next to
the regional export promotion agencies Flanders Investment and Trade (Flanders), AWEX, (Wallonia)
and Brussels Export (Brussels), federal organizations such as Finexpo, BMI and Delcredere also offer
export support. On a regional Flemish level, internationalization is supported by Flanders Investment
and Trade (F.I.T.) and PMV. Next to those organisations, other public bodies such as VLAO and
IWT play a role in identifying potential exporters. Recently, VLAO, IWT and Agentschap Economie,
in cooperation with F.I.T. have joined forces to form a consortium acting as the Flemish branch of
Enterprise Europe Network, offering a wide range of information and other services. In addition, private
professional organizations and federations such as VOKA, UNIZO and Agoria also develop activities
to support internationalization. F.I.T. has agreements of cooperation with these organizations.



CONCLUSIONS

Globalization brings about great opportunities, but also great challenges to all firms. SMEs in
particular have difficulties to respond to these changes in the business environment, given their
limited resources and other disadvantages linked to the small scale of their operation. Nevertheless,
an increasing number of SMEs are internationalizing, either through export, import or other forms of
internationalization, and doing so successfully.

Evolutions in communication and transportation technology have substantially reduced barriers to
internationalization, enabling small and young firms, with limited resources and limited experience,
to pursue a global strategy. As a result, the traditional models of small firm internationalization, which
depict the process as an evolution in incremental stages, no longer correspond with the increasing
empirical evidence of born global firms, or international new ventures. Especially firms in technology
intensive sectors seem to reap the benefits of rapid internationalization. These firms often operate in
small niches, and thus need to have operations on a global scale to be profitable.

Although the barriers to internationalization have been reduced in the past two decades, small firms
still find it difficult to overcome the barriers that are still in place. In addition, internationalization brings
about increasing risk and uncertainty, and not all entrepreneurs are willing to take this risk. When
considering internationalization as a strategic option, the entrepreneur has often limited information
about conditions in foreign markets. To overcome these obstacles, small firms often rely on the
international experience of their network, such as their current buyers and suppliers.

Given their limited resources, SMEs cannot choose from the same set of strategic options available
to large firms. While large firms can choose to internalize certain activities, SMEs often have insuffi-
cient resources to do so, and thus need to use the market and cope with the transaction costs
involved.

An analysis of the external and internal factors should lead to the development of a strategy. Those
firms that have the internal capabilities to face the risks and barriers of internationalization and
incorporate internationalization in their strategy, still need to bring this strategy into practice. Choosing
the right market, the appropriate timing and the optimal entry mode, are just some of the options to
successfully implement an international strategy, and ultimately increase a firm’s profits. The optimal
scope of the international operations will depend on the interaction between the strategic needs
of the firm, its resources and environmental factors in both its home market and foreign markets.
While high tech firms may choose rapid internationalization and follow the international new venture
approach, the stage theory may still be the most appropriate for firms in mature industries. The
timing and risks involved in these approaches are different, and firms need to evaluate whether they
want to reduce the risk and follow a conservative pattern, or need to capture market share fast
before their technology becomes obsolete. The internationalization strategy must fit the firm’s overall
strategic objectives.

Despite the strategic importance and the possible benefits of internationalization, a large number of
SME owners indicate they have never considered internationalization. Many others have considered
internationalization as a strategic option for their business, but did not bring this into practice because
they could not overcome the barriers associated with internationalization.
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The most important internal barriers for SMEs are the costs involved in internationalization and the
characteristics of the products or services. Laws and regulations and lack of financing are the main
external barriers for SMEs in Europe. While there are no considerable differences in terms of external
barriers between Belgian and European SMEs, the product’s quality and specifications seem to be
much more important for Belgian SMEs than for their European counterparts.

Overall, the percentage of exporting and importing Belgian SMEs is higher than the European average.
SMEs in Flanders and Brussels are more internationalized than SMEs in Wallonia. The most common
mode of internationalization for Belgian SMEs is the combination of import and export. Export and
import are much more common among older and larger SMEs than among young and small SMEs.
Still, some recently established firms start exporting shortly after inception. These international new
ventures are characterized by extremely high growth rates, and are most commmon in high technology
sectors. In general, SMEs in these high tech sectors are more internationalized than SMEs in other
sectors.

Internationalized SMEs report faster growth in employment, value added and labor productivity.
Especially in the years directly following foreign market entry, both exporting and importing SMEs
experience very high growth rates. Despite the risks involved in internationalization, both import and
export have a positive impact on firm survival.
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APPENDIX

Table 32 List of NACE-codes

MANUFACTURING (bold: “core” manufacturing)

10 Mining of coal and lignite; extraction of peat

11 Extraction of crude petroleum and natural gas; service activities incidental to oil and gas
extraction, excluding surveying

12 Mining of uranium and thorium ores

13 Mining of metal ores

14 Other mining and quarrying

15 Manufacture of food products and beverages

16 Manufacture of tobacco products

17 Manufacture of textiles

18 Manufacture of wearing apparel; dressing and dyeing of fur

19 Tanning and dressing of leather; manufacture of luggage, handbags, saddlery, harness
and footwear

20 Manufacture of wood and of products of wood and cork, except furniture; manufacture of
articles of straw and plaiting materials

21 Manufacture of pulp, paper and paper products

22 Publishing, printing and reproduction of recorded media

23 Manufacture of coke, refined petroleum products and nuclear fuel

24 Manufacture of chemicals and chemical products 189

25 Manufacture of rubber and plastic products

26 Manufacture of other non-metallic mineral products

27 Manufacture of basic metals

28 Manufacture of fabricated metal products, except machinery and equipment

29 Manufacture of machinery and equipment n.e.c.

30 Manufacture of office machinery and computers

31 Manufacture of electrical machinery and apparatus n.e.c.

32 Manufacture of radio, television and communication equipment and apparatus

33 Manufacture of medical, precision and optical instruments, watches and clocks

34 Manufacture of motor vehicles, trailers and semi-trailers

35 Manufacture of other transport equipment

36 Manufacture of furniture; manufacturing n.e.c.

37 Recycling

40 Electricity, gas, steam and hot water supply

41 Collection, purification and distribution of water

45 Construction

SERVICES

50 Sale, maintenance and repair of motor vehicles and motorcycles; retail sale of automotive fuel

51 Wholesale trade and commission trade, except of motor vehicles and motorcycles

52 Retail trade, except of motor vehicles and motorcycles; repair of personal and household goods

55 Hotels and restaurants

60 Land transport; transport via pipelines

61 Water transport

62 Air transport



190

63 Supporting and auxiliary transport activities; activities of travel agencies

64 Post and telecommunications

65 Financial intermediation, except insurance and pension funding

66 Insurance and pension funding, except compulsory social security

67 Activities auxiliary to financial intermediation

70 Real estate activities

7 Renting of machinery and equipment without operator and of personal and household goods
72 Computer and related activities

73 Research and development

74 Other business activities

Table 33 Variables influencing degree of control in entry mode choice.

high control low control

Global strategic variables
Global Concentration High X

Low X
Global Strategic Motivation Yes X

No X
Global Synergy High X

Low X
Global Concentration High X

Low X
Environmental variables
Political, economic and sociocultural Favorable X
environment Non-favorable X
Cultural and geographical distance Small X

Great X
Demand Uncertainty, present and Low sales potential X
projected size of target market High sales potential X
Target country production factors Low production costs X

High production cost X
Competition intensity Atomistic X

Oligopolistic X
Transaction-specific Variables
Local marketing infrastructure Poor X

Good X
Value of firm-specific know-how High X

Low X
Tacit nature of know-how High X

Low X
Product differentiation Differentiated X

Standard X
Pre- and post-purchase service Service-intensive X

Non-service intensitive X

Source: Sleuwaegen (1997)
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