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SMEs are the backbone of the European economy, but in regional and 
local labour market monitoring approaches their specificities are not yet 
well considered. As SMEs have to compete with larger companies for 
human resources, they develop creative strategies for recruiting and 
retaining employees. This overall flexible approach proves to be a good 
tactic for staying in business, e.g. during a pandemic. 
This publication delivers insights on the statistical relevance of SMEs and 
their importance for the functioning of regional and local labour markets. 
Additionally, it offers an organisational perspective on specific conditions 
for human resource management within European, national, regional and 
local policy frameworks. Most of the contributions in this anthology show 
insights drawn from the current COVID-19 pandemic. This perspective 
leads to further discussions on how these insights can be used to develop 
new concepts for regional and local labour market monitoring beyond the 
pandemic. 
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Foreword  
Analytical work of both researchers and international organisations has stressed 
evidence of increasing regional disparities within and between Member States as 
well as perceptions of a widening rural-urban divide. This concerns labour market 
outcomes and indicators of productivity and innovation, as well as social outcomes 
and subjective measures of life satisfaction and well-being. 

At the same time, regional and local actors today are facing unprecedented chal-
lenges and responsibilities. Depending on the economic structures and skills pro-
files at regional and local level, firms and workers may find themselves dispropor-
tionately exposed not only to the direct effects on public health, but also to the 
massive demand shock that followed the outbreak of the pandemic. This holds in 
particular for regions with high employment shares in the tourism, hospitality and 
cultural sectors. 

Moreover, regions are at the centre of the twin – green and digital – transition on 
which Europe has embarked and which is a cornerstone of our efforts to promote 
a fast and inclusive recovery. Support to regional strategies for a just transition will 
be a main focus of the EU policy agenda over the coming years, moving towards a 
more circular, climate-neutral and sustainable economy and society. Policy action 
at regional level further is central to the effective implementation of the European 
Pillar of Social Rights, including through enhanced access to essential services such 
as education, health, housing, energy and mobility. Last but not least, digitalisation, 
new forms of work and new modes of transport have a clear regional impact and 
can offer new opportunities in rural areas and peripheral regions.  

Against this background, there is an increasing demand for timely and robust infor-
mation on regional labour market developments. The European Network on Re-
gional Labour Market Monitoring continues to play a significant role in this context, 
by bringing together and sharing widely the available analysis and intelligence at 
regional and local level, by promoting concrete activities and initiatives of regional 
and local labour market observatories at the European level and by furthering ex-
change and mutual learning between all relevant stakeholders. 

Loukas Stemitsiotis 

Head of Unit A4 - Thematic Analysis 
European Commission, Directorate-General Employment, Social Affairs and Inclusion 
Brussels (Belgium)  
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Changes in the Italian Labour Market 
The labour market is essential to an economy, so much so that it determines its 
vital state. The Italian economic fabric, in terms of history and tradition, is mainly 
made up of small and medium-sized enterprises (SMEs). The model established in 
the 1970s, that of industrial districts, had its most widespread and successful pe-
riod in the 1990s. Globalisation subsequently modified some of its characteristic 
aspects, especially in terms of work and territoriality. On the one hand, companies, 
with the opening of the global market, have experienced mostly positive effects. 
On the other hand, there has been a tendency to reduce labour costs, resorting to 
territorial areas where labour is underpaid. This has sometimes degenerated to the 
point of exploitation (even of minors). The risk posed by such behaviour would be 
to fall into the logic of an exasperated capitalism with the sole objective of profit 
maximization, debasing the noble and ideal part of SMEs. The definition of an in-
dustrial district, identified for the first time by the economist Alfred Marshall in the 
second half of the 19th century, was taken up by the Italian law according to which: 
industrial districts are defined as “local territorial areas characterized by a high con-
centration of small enterprises, with particular reference to the relationship be-
tween the presence of the enterprises and the resident population as well as to the 
productive specialization of all the enterprises”. This definition emphasizes the link 
between industrial and social reality. SMEs, highly specialised and appreciated at 
national and international level, present in the same geographical area, benefit 
from the advantages of closer relationships between themselves to reduce the 
costs of production of a single supply chain and to better engage with local author-
ities, institutions and policies. This structure creates not only economic but also 
socio-cultural development. A valuable aspect of a system conceived in this way is 
the interaction of labour with its reference market. 

The presence of large companies in Italy remains small and is, for the most part, 
the result of the privatisation of public companies. 

Another dimension of the economy and of the labour market in Italy is linked to 
the spread of cooperativism, enshrined in Article 45 of the Constitution. The sectors 
most affected by this legal form are those of agriculture and transport as well as 
those linked to the needs of the territories. Cooperative credit banks also have a 
very substantial presence in the Italian financial system.  

Still on the subject of analysis of the labour market, a great process of social trans-
formation is underway in Italy. In this context, the public debate, first economic 
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and then legislative, has highlighted how the third sector has taken charge of wel-
fare between the State and the private sector. Through the recourse to regulations 
derived from other legislations, an autonomous legal system has been emanated. 
This reform, transversal to the entire economy, is generating profound changes 
also in terms of taxation and labour law. The Third Sector has been identified as the 
protagonist of a new economic model: the third pillar of development as part of 
the objectives set out in the UN 2030 Agenda. In Italy, the expression of this net-
work is also represented by the National Forum of the Third Sector. The Forum, 
which followed the genesis of the reform, is a privileged observatory and contrib-
utes to the decisions of the Government by being part of the control room estab-
lished at the Presidency of the Council of Ministers. The reform has introduced 
themes of the highest ethical content, especially in the world of work. Inclusion, 
reduction of the social gap, reduction in the range of salaries between different 
levels, personal care, are the vocation of all the realities that work to meet the 
needs of people and communities. The system of the Third Sector and volunteering 
represents a key factor in the evolution and identification of new paradigms of so-
ciality. In this context, the theme of social enterprises and businesses dedicated to 
communities and territories intertwine with the future of SMEs and more generally 
with the concept of the Green Economy that will be at the heart of European poli-
cies. 

The Italian experience, in the context of the meeting between demand and supply 
of labour, has been built both with the help of public instruments and private as-
sets. An acceleration on labour policies was introduced with the Legislative Decree 
n.150 of 14 September 2015 “Jobs Act”. which provides for a series of general reg-
ulatory interventions in the field of labour. Within this process of renewed atten-
tion to the world of labour, a predominant role is now played by ANPAL (National 
Agency for Active Labour Policies). ANPAL, whose statute was approved by the 
Council of Ministers in April 2016, acts to prepare new active labour policies both 
for the placement of workers seeking their first job and for the relocation of the 
unemployed. ANPAL, structured on a regional basis, coordinates with INPS, INAIL, 
the Employment Agencies and all accredited training bodies, including Italia Lavoro 
and INAPP (formerly ISFOL), Chambers of Commerce, Industry, Crafts and Agricul-
ture, universities, and other secondary school institutes. It has among its tasks: -
Manage and define the type of services for employment, placement of disabled 
people and activation policies for unemployed workers; -coordinate the activities 
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of the EURES network; -produce new ways of profiling workers; -promote and sup-
port the use of European Social Fund programmes and national funds; -coordinate 
the information system of employment policies; managing the national register of 
subjects accredited to carry out functions in the field of active labour policies; -
governing the national operational programmes and projects co-financed by the 
Community Funds; -creating new incentives for mobility; -favouring the manage-
ment of the critical aspects of company crises in relations between workers and 
companies so as to limit the possible negative effects on employment data. 

The coordination with INPS allows the Ministry of Labour to have feedback on the 
training and retraining of unemployed workers and on the methods of reposition-
ing in the labour market. Another important element is the file that traces the path 
of each worker, which can be consulted by all stakeholders including Regions, Prov-
inces and by the worker himself. A network has been set up to prepare an annual 
report on the labour market. It is the result of the collaboration developed within 
the context of the Framework Agreement between the Ministry of Labour and So-
cial Policies, ISTAT, INPS, INAIL, and ANPAL, aimed at collecting harmonised, com-
plementary and consistent information on the structure and dynamics of the la-
bour market in Italy. 

The element that creates added value to the labour market is given by active poli-
cies that take charge of the worker avoiding that, while waiting for placement or 
relocation, he remains unemployed. The new needs related to innovation, interna-
tionalisation and digitalisation are at the centre of training projects for workers to 
meet the needs of SMEs. The speed required to change economic system for it to 
become sustainable and not produce waste and inequality is too fast for SMEs to 
adapt alone. Enterprises are calling for continuous training and higher specialisa-
tion. The State favours and accompanies these pathways but, at the same time, it 
requires respect for each worker so that it can have a satisfactory and adequately 
remunerated work without undermining the fundamental rights of individuals.  

Among employment policies, the debate on citizenship income (reddito di cittadi-
nanza) has taken on an important role. With this measure, which is intended to be 
an instrument for increasing employment, the Government wanted to fill a gap. It 
is intended to guide, for a limited period of time, the unemployed towards finding 
a job. For them, the choice must not be weighed down by reasons related to the 
need for economic subsistence but there must be consistency between the em-
ployer's offer and their specific skills, training and acquired skills. There is no doubt 
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that the citizenship income measure is in an experimental phase, especially regard-
ing the job offer and the professionals who take care of its implementation. The 
value to be recognized to this legislative measure is that of having saved a group of 
citizens from a state of pre-poverty, which would have put thousands of people in 
a situation of "invisibility" with the risk of a very serious social and cultural crisis. 
Time and corrections will offer possibilities for the improvement of the measure in 
the sole interest of the economy, the well-being and happiness. 

The Italian economic framework and its most recent evolution from the welfare 
state, towards the welfare society, are the mirror of a thought that focuses on the 
person, relational goods and the common good. Thus, also the labour market is 
part of this process. The meeting between labour supply and demand is enriched 
by new actors, new visions, and new tools. It is no longer a limiting space, delimited 
between the boundaries of an exasperated idea of profit for the company and the 
needs of mere survival of the worker, but rather a path of growth of entire com-
munities towards an ethical and sustainable economy. In this way, tools are born 
that connect the evolutionary phases of each person in their work training. This 
must be consistent not only with the demands of businesses but with European 
and global challenges. All this to generate good globalisation, good economics, and 
good practices; focused on a reciprocal relationship between work and business 
that has as its objective the sustainable development of the planet. 

The reflections made so far keep Italy on a path of profound change that puts the 
individual at the centre of its transformation. Unfortunately, however, 2020, which 
despite a temporary stagnation of the economy and uncertain forecasts on GDP, 
confirmed levels of employment growth in comparison to the trend of the last dec-
ade, has shocked the entire world population with the COVID-19 pandemic. Man, 
in his most fragile aspect, that of the disease, suddenly found himself defenceless 
and vulnerable. Health systems have revealed peaks of inadequacy due to short-
sighted policies that had undermined their tools. Skills, on the other hand, have 
shown that, embodied in men and women of value, are able to deal with cata-
strophic events resolutely and promptly. Italy found itself having to move at the 
same time from observing the epidemic to taking measures to combat it and acti-
vating them. With an intuition that left little time for second thoughts, it immedi-
ately implemented a lockdown, at first in some regions and a few days later the 
whole national territory. The labour market suffered a painful impact already in the 
first month of lockdown. A series of decrees were immediately implemented to 



9 
 
activate passive labour policies to face the liquidity crisis of the companies. A dia-
logue with the countries of the European Union was set up which, today more than 
in the past, shows the need for shared community policies. The pandemic has 
caused a shock to the global economy with effects that, it is assumed, will also have 
repercussions in the coming years. It will be necessary to develop further instru-
ments to support the labour market and to overcome the crisis caused by the pan-
demic. These include co-planning between the State, social partners and employers 
who work mainly alongside SMEs and very small businesses. 

Some productions have slowed their pace, others have stopped their cycles for 
over a month, others have not restarted. Labour seems to have changed its face 
during this period. To deal with the emergency, there has been both a use of pas-
sive policies and a massive increase in the use of smart working. But, despite the 
immediate response of the Italian Government, the indicators give us very worrying 
signals. The most at risk are the precarious workers, young people, and women. 
There has been a significant increase in the demand for unemployment benefits 
(Naspi). Once again, the workers with the lowest wages and those with fixed-term 
contracts are affected the most. 

What future should we envision? The idea of a time that projects itself into the 
months and years to come cannot ignore concepts such as resilience and genera-
tivity. A healthy economy, like any organism, is characterized by the ability to draw 
new energy for its own recovery from a crisis. If the health disaster has not spared 
our best heritage, that of the older generations, it is our task and duty to support 
the new generations on the difficult path to recovery. It will be essential to identify 
the weaknesses of the economic systems that in the labour market identified the 
person with the hours worked. Respect for adequate and favourable conditions for 
the performance of one's tasks must play a priority role, given the fact that in Italy 
49 per cent of workers must carry out their work in relation to and in the places of 
production. Agencies and Services of public and private nature will have to equip 
themselves with organizations that are even more efficient and appropriate to the 
challenge of digitalization, to offer expertise and effective actions. Training, both 
online and offline, must be the key element, not only for the unemployed but also 
for workers placed in redundancy funds. Better pathways will be created where 
people will be remunerated, valued and rewarded in relation to the projects carried 
out and the objectives achieved. Employment levels will increase if the needs of 
the person are taken into account, not only in relation to their working life, but also 
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in relation to their personal life in a community that they welcome and share. Busi-
nesses, and especially SMEs, because of their social concern, will thus be able to 
implement production logics that meet the real needs of consumers. No more re-
sources used to produce goods and services that do not correspond to real needs 
and requirements. No more a slave market of profit maximisation rules that creates 
boxes of debt. No more exploitation and destruction of the environment. No more 
levels of pollution beyond the permitted thresholds. History has confirmed how 
fragile these systems are and how cyclically they collapse causing incontrovertible 
crises. 

Therefore, the future can only be declined in the sense of sustainability and ethics 
that respect the environment and man. 

Senator Stanislao Di Piazza  

State Secretary 
Ministry of Labour and Social Policies 
Italy 
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Homage: What Patrizio Di Nicola Has Left Behind 

Renato Fontana 

Since its very inception, Patrizio Di Nicola was one of the key figures of the Euro-
pean Network on Regional Labour Market Monitoring (EN RLMM). He passed away 
too early. He has left a void that cannot be filled. In these brief notes, I will try to 
outline the research paths on which he ventured and, at the same time, to under-
stand how to gather and continue the very considerable contributions he left be-
hind. 

Patrizio delivered many studies, contributions, and suggestions that are difficult to 
put in order (because he was not a “tidy” researcher). The leaps he made were 
numerous and important. His contributions can be summed up in three key topics: 

• The first concerns flexibility and precariousness in the labour market; 
• The second has to do with his interests in the business world and in particular 

with the organisational dimensions in which the factors of production are 
combined; 

• The third is the one that absorbed Patrizio's energies more than any other, 
namely, his studies on teleworking and smart working. 

The topics are contained within a larger framework that recognises the sensitivity 
that the scholar Patrizio had for the social, political, and historical inequalities that 
have been growing dramatically in recent years. Before examining these three top-
ics one at a time, it should be noted that it was very important to him to constantly 
compare his scientific work to everyday reality; a reality marked by social complex-
ity that makes it complicated to define a clear boundary between the exploited and 
the exploiting subjects and hard to grasp the responsibilities. In times of “surveil-
lance capitalism” (Zuboff 2018), it is quite easy to identify the exploited, weak, and 
poor subjects who pay the heaviest consequences according to this specific devel-
opment model; but it is far less easy to discern the subjects responsible for the very 
serious injustices that split Europe and, for example, Italy in rich and poor. In fact, 
they do not have a face: they are corporations, companies, network enterprises; 
they are virtual places where responsibilities always belong “to others”, or, at least, 
“to the system”. I get the feeling that Patrizio fought against this elusive nebula of 
social and economic responsibilities. 
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The militant researcher. It is almost impossible not to grasp the militant nature of 
his studies, especially when he first faced the issue of flexibility and precariousness 
in the labour market. Patrizio’s latest editorial was a jointly authored book entitled 
“Storie precarie: Parole, vissuti e diritti negati della generazione senza” (“Precari-
ous Stories: Words, Experiences, and Denied rights of the ‘Without’ Generation”) 
(Di Nicola et al. 2014).  

As everyone knows, flexibility is a disaster that has hit the labour market since the 
second half of the Seventies and that continues to disrupt acquired rights, working 
conditions, and the lives of younger and older women and men. On the back cover 
can be read: “Being part of the ‘without’ generation means not being able to afford 
life plans, having no elementary rights, being worse off than one's parents despite 
having studied more: in a few words, workers live on the edge of the labour market, 
seeing themselves denied an important part of their own identity”. The book col-
lects the stories of 470 respondents and their message of complaint is very strong. 
In fact, this is not a book for academics but a book for everyone, even for those 
who have no academic experience or knowledge. For the purpose of putting this 
on public record, here is what a young woman with a postgraduate degree living in 
a region of central Italy complains about to the interviewer: “To be precarious 
means working six years without a contract, but having to do it to pay the rent. To 
be precarious is to obscure your life, but having to do it in order to study [...]. Pre-
cariousness is a way of life. Because if you know that today you work, but maybe 
not tomorrow, you have to design your choices, your needs, your desires not on 
the basis of what you have today, but on the basis of what tomorrow you may need 
to have. Precariousness is exhausting, it wears out your self-esteem. Building pre-
cariously means digging by the sea” (Di Nicola et al. 2014: 140). This is the life of 
many female and male workers who suffer the sad experience of precarious work. 
Everyone seems to be against precariousness, but there are also those who pro-
mote it, namely, hundreds of thousands of firms in Europe. 

The academic researcher. Patrizio taught for years at Sapienza University in Rome 
and held courses and conferences around the world, particularly in the United 
States of America (USA). His contributions, above all, have underlined the conse-
quences of the organisational and technological transformations that have gradu-
ally taken place in the business world. In the book “Visioni sul futuro delle or-
ganizzazioni: Persone e imprese nell’era della complessità” (“Visions on the Future 
of Organisations: People and Businesses in the Era of Complexity”) (Di Nicola 2009), 
together with a team of young collaborators, he focused on the organisation and 
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reorganisation of businesses, outlining the signs of a process that he calls “the great 
mutation”, and which clearly draws its inspiration from Karl Polanyi’s wonderful 
contribution, “The Great Transformation” (1974). 

In his book, Patrizio wonders about the consequences of the crisis that started in 
2008 and he is convinced that the same economic crisis and financial instability 
accelerate the change of modern businesses by bringing up new economic, psycho-
logical, anthropological, and philosophical skills. Looking at what he wrote, we can 
observe that the following lines can also be applied to the very serious current crisis 
caused by the COVID-19 pandemic: “Companies will have to rethink their organisa-
tional paradigms quickly. In fact, to deal with the difficulties, some basic rules 
should be applied. First of all, when production is reduced, companies must try to 
lay off as little staff as possible. Mass layoffs have the defect of striking indiffer-
ently, alienating even the most critical and indispensable professionals from the 
production cycles. In this way, in an attempt to survive in times of crisis, companies 
risk collapsing in the recovery phase, when they will no longer be able to resume 
production. Needless to say, those nations that avoid these mass layoffs within 
their workforce and those who maintain the social contract with the labour force 
and its unions, will have more chance of survival” (Di Nicola 2009: 17-18). His rea-
soning continues with the belief that time freed from work should be reserved for 
training as a driver towards more suitable forms of professionalism to face the risk 
of unemployment and towards the possibility of creating innovative products. Who 
can blame him? In my opinion, the suggested path is also very topical for the crisis 
that we are experiencing or that we are close to experiencing. I also observe how 
these prospects have not been pursued by businesses at all, but this opens a front 
that goes beyond these brief notes. 

The committed researcher. In my opinion, the most important contribution of stud-
ies and reflections that Patrizio bequeaths to our scientific community concerns the 
thematic area of remote work, a research journey that could be summarised with 
“from teleworking to smart working”. In 1997, Patrizio published one of the first 
books on the subject in question in Italy. Its title is “Il manuale del telelavoro: Nuovi 
modi di lavorare nella Società dell’Informazione” (“The Handbook of Telework: 
New ways of Working in the Information Society”) (Di Nicola 1997). It is an im-
portant text that explains the spread of these forms of work and, at the same time, 
points out their advantages and disadvantages. This book is a sort of panegyric of 
the topic addressed. However, it does not hold-back from denouncing the main 
limits concerning “the isolation and reduction of external relational life” (Di Nicola 
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1997: 21), together with the workaholic syndrome, namely that syndrome suffered 
by “those who tend to get drunk on work by losing the distinction between produc-
tive activity and free time” (Di Nicola 1997: 23). 

As a further evidence of the obstinacy with which Patrizio studied telework, the 
following year, he edited a new book entitled “Telelavoro tra legge e contratto” 
(“Telework Between Law and Bargaining”) (Di Nicola 1998), which took the form  
of a guide to legislation, national and corporate bargaining, the design of work-
stations, the use of technology, and the areas of labour union relations. Clearly, it 
has been very useful both for workers and unionists. 

In his paper “Dal telelavoro allo smart work: Una innovazione che fa bene a tutti?” 
(Di Nicola 2016), Patrizio focused on the transition from telework to smart work, 
carefully identifying and defining the similarities and differences between tele-
work, smart work, and agile work. Then he had to stop his work, for reasons of force 
majeure. In this paper, Patrizio explains very well that the three terms teleworking, 
smart working, and agile work do not refer to the same activities and are not syn-
onyms, even if, in common language, they are often confused. The curiosity re-
mains as to what he would have written about remote work, now that millions of 
Italian and European workers practice it. What everyone calls smart working today 
is only a way to work from home, since it is not possible to go to the office; that is 
all. It does not open new horizons. It does not outline epochal organisational 
changes. It is not the sign of an enlightened management. It is a response to the 
pandemic. More precisely, it constitutes an improvised reaction that, once again, 
can be interpreted in terms of social and political stratification; I think that certainly 
would not have escaped Patrizio. The internal layering of the workforce becomes 
evident in the fact that, on the one hand, there are those who are able to stay at 
home to work, while on the other hand, many workers are pushed to go to the 
factory or to the office because they are an integral part of the “essential” produc-
tion services. 

I am convinced that Patrizio would have had something good to say, being moti-
vated, as he was, by the propensity to fight social inequalities and claim a more 
participatory role for those classes dominated by profit and rampant capitalism. 
Now, all we can do is enhance his cultural heritage, with the certainty that new 
generations will want to gain from his teachings, both in studies and life. 
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The Importance of SMEs as Innovators of Sustainable Inclusive 
Employment: New Evidence from Regional and Local Labour 
Markets 

Christa Larsen and Jenny Kipper 

Introduction 

Reflections on SMEs and Their Function for Securing Skilled Labour 

In October 2019, the Scientific Committee of the European Network on Regional 
Labour Market Monitoring decided that in the following 12 months, its thematic 
focus would be on small and medium-sized enterprises (SMEs) and, more specifi-
cally, on their function as innovators of sustainable inclusive employment. This was 
based on the belief that SMEs are more than just a small version of larger compa-
nies. Approaches in recent years have shown many indications that SMEs – in the 
context of skilled labour shortages due to demographic changes – are particularly 
successful in the recruitment and retention of skilled labour. This stems from the 
following factors: (i) their particular, often family-oriented culture; (ii) an orienta-
tion towards their local and regional labour markets; (iii) their distinctive expertise 
of niche products and niche target groups, and (iv) an awareness of having to offer 
more customized working conditions to offset the lure of financial incentives found 
in larger companies. They succeed by offering individually tailored and flexible 
working conditions and career paths for their employees. They are also able to 
adapt to an employee’s specific needs, which will change over time. It is about peo-
ple and their interaction with their environment, their families, and their locality. 
Accordingly, creative and diverse solutions for the reconciliation of work and fam-
ily, flexible working time models and much more are implemented. Employees for 
whom work-life balance is very important, especially many young workers, appre-
ciate these framework conditions of SMEs and show high loyalty to their employers 
in the form of retention.  

However, SMEs are not only highly adaptable and responsive to their employees, 
but also to their product or service markets in which they operate. Fast adaptation 
to emerging product or service requirements is a major advantage for SMEs. Short 
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internal decision-making processes and often very close contacts with customers 
allow for high transparency and quick readjustment. In comparison, large compa-
nies with standardised processes and structures prove to be much more cumber-
some when confronted with the need for fast and customised personnel and prod-
uct/service solutions.  

These observations by members of the Scientific Committee led to the question of 
whether SMEs offer good and contemporary solutions for securing skilled workers 
but also for the inclusion of target groups remote from the labour market. If so, 
they can be regarded as “modern” companies, as hidden champions. To grapple 
with this question, Network members were asked to contribute to this anthology. 

SMEs in the COVID-19 Pandemic 

During the preparation of the articles for this anthology, the COVID-19 pandemic 
broke out and sharpened our focus on the flexibility and possibilities of SMEs, es-
pecially with respect to the changed framework conditions. The current work con-
text has been particularly affected by health-related measures across their respec-
tive labour markets. We wonder whether the characteristics of SMEs, such as flex-
ibility (adaptivity and responsiveness), their orientation towards local conditions 
and the loyalty of their employees will prove to be factors that help these compa-
nies survive the crisis well, or even come out stronger.  

The authors of the articles in this anthology show that there are no simple and, 
above all, no conclusive answers at this moment. Rather, they raise awareness that 
SMEs represent a heterogeneous group of companies. There are fundamental dif-
ferences between a medium-sized company with up to 250 employees and a cor-
responding capital stock or a self-employed person. The latter in particular is af-
fected far more severely and existentially by the pandemic in most regions of Eu-
rope. It is also clear that the company’s industrial affiliation plays an important role. 
For example, while tourism, hospitality, culture industry and vocational training are 
extremely affected by the pandemic, this is hardly the case for most craft busi-
nesses. In many cases, SMEs may succeed by converting their production to pro-
tective equipment or disinfectants, or by offering their services online. In many 
cases, particularly SMEs that focus primarily on local and regional raw materials 
and sales markets are more stable through the crisis than those that depend on 
global supply and service chains. And, of course, it is a fundamental factor how 
politics acts in the individual states and regions. Here specifically, to what extent 



23 
 
are support programmes available (wage replacement benefits, loans, and bridging 
funds) to assist endangered SMEs.  

The articles of our Network members show that it is currently hardly possible to 
draw a precise picture of the SMEs’ situation in Europe. This is not only due to the 
fact that the developments are still ongoing and that changes are occurring very 
quickly. Because SMEs are strongly embedded in heterogeneous local socio-cul-
tural and economic structures and processes, they find both positive and negative 
framework conditions for their future development. Thus, their developments can-
not yet be described with generalised statements. A systematic monitoring of the 
factors listed is not yet available in any country. In order to obtain the information 
necessary for political decision-makers to, for example, act more precisely in a crisis 
such as the current one, it requires a bottom-up perspective from the localities and 
regions. This can create a transparency that enables precise assessments of how 
SMEs are impacted by a crisis, the types of support that they need, and how the aid 
already provided is working. This requires continuous monitoring of local events 
and systematic feedback to the policy process. This can be done through the almost 
700 regional and local labour market observatories in Europe. To this end, the au-
thors of this year’s anthology provide initial approaches and insights. 

Importance of Regional and Local Labour Market Observatories in Supporting Evi-
dence-Based Policy Making During the Pandemic  

Since the start of the pandemic, transparency and orientation have been more im-
portant than ever for the political decision-making process. Evidence-based policy-
making, long advocated, has been quickly implemented. For a long time, virologists, 
successively followed by economists and sociologists, have set the topics and poli-
ticians have made decisions and installed programmes based on their information. 
This top-down process has dominated in almost all countries. It is gradually becom-
ing clear that local and regional decision-makers need more appropriate evidence 
for their political decisions, especially in the important area of the labour market 
and employment. The regional and local labour market observatories across Eu-
rope are already established within networks of stakeholders and policy makers 
and can take on the important task of continuously creating transparency.  

Most regional and local labour market observatories have little specific information 
on SMEs. To a large degree, information from SMEs concern only the number em-
ployees or their affiliation with certain industries. The internal heterogeneity of 
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SMEs is not yet sufficiently mapped, due also to the limits of official statistics. In 
view of the current requirements, these also have the disadvantage that there is 
often a time lag of one year or more between the data generation and its accessi-
bility, rendering such data hardly useful. Much of the Public Employment Services 
(PES) routine data is rather useful, due to their topicality and their small-scale map-
ping. Further qualitative information is required from the expert discussions al-
ready established in many observatories. Surveys of companies and their manage-
ments certainly contribute to exploring the ways in which public support pro-
grammes are effective and where further action is needed. Data from the internet 
(BIG DATA) may also be another source. The contributions in this anthology provide 
a variety of references to this data. They also provide various concepts and defini-
tions for thematic focus ideas by region and need, with which the respective status 
quo can be provided to local decision-makers.  

However, this approach is probably insufficient. The pandemic and the onset of a 
recession are causing massive short-term political interference through immense 
economic stimulus packages intended to minimize or even avoid the economic 
downturn. The immense financial support offers opportunities to “re-engineer” the 
economy and the labour market. The political target horizons for this can include 
the sustainable and inclusive growth approach of the Organisation for Economic 
Co-Operation and Development (OECD) and the International Labour Organization 
(ILO). In connection with this, the green economy concept, including digitisation, 
from the European Commission can serve as inspiration. For monitoring of the la-
bour market, employment, and the economy in regions and localities, this means 
that the observed developments can also be assessed and classified by the extent 
they lead to sustainable and inclusive development. Labour market and local econ-
omy stakeholders, as well as the local policy makers, can leverage their decisions 
and actions to significantly enable SMEs, often local and regional, to pursue sus-
tainable and inclusive strategies for their employees. Unlike large companies, SMEs 
are significantly more dependent on a local and regional support structure and cor-
responding networks. This close interdependency promotes the stability of compa-
nies and thus the regional economy, and it improves the quality of life within re-
gions and localities.  

How can regional and local labour market observatories adapt to the new chal-
lenges? And, what can they do to act as central players in a transformation process? 
This initially addresses the information content observatories make available and 
their roles and involvement in local networks. A strong focus on SMEs is essential. 
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It is highly likely that in most regions and localities, well over 90% of companies are 
SMEs. These are the promoters of the transformation process. For this reason, it is 
necessary to have differentiated information about these companies, their busi-
ness and their personnel policies. Unmet needs and support structure gaps should 
be clearly identified. To generate such information, additional paths can be forged 
by involving new actors. For example, a standing group of experts could be estab-
lished from representatives of local businesses, local training providers, local busi-
ness development agencies, public employment services, and business advisors of 
the Chambers of Commerce and Crafts to assess the current situation. Estimates of 
the degree of transformation would also be relevant. The observatory could sup-
port this group by moderating discussions and contributing new knowledge, when 
necessary. The information stand can be prepared by the observatory for stake-
holders and policy makers. The now widespread use of digital communication in 
SMEs, especially video conferences, can be intensified by the observatories. This 
enables more scheduling flexibility. It would also be important for observatories to 
provide tightly packed current information (real time) at short intervals, and to be 
thematically flexible, in accordance with the needs of the decision-makers. The in-
creased use of information technologies can help to better reach decision-makers 
individually and in real time. As observatories succeed in becoming a reliable and 
central provider of information in the regions and localities, the more central and 
significant the role of the observatories in transformation processes will become. 

In many European countries, the regional and local observatories are intercon-
nected. This structure enables them to communicate findings between regions eas-
ily and efficiently and across regions to national decision-makers. The European 
Network on Regional and Local Labour Market Monitoring will also continue to 
monitor the transformation process in the future and bundle relevant findings. Ap-
propriate measures to achieve this will be defined at this year’s annual meeting. 

Strategic Decisions Planned for the 15th Annual Meeting of the European Network 
on Regional and Local Labour Market Monitoring (EN RLMM) 

For the first time in the Network’s 15-year history, the Annual Meeting will not be 
held as a face-to-face event. The circumstances of the COVID-19 pandemic lead to 
the choice of a virtual format. This will enable Network members to gain experience 
with digitally supported exchanges and possibly receive new impulses for their 
work in the observatories. Two thematic focuses are planned to empower Network 
members for the challenges of the transformation. 
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The foundations of this empowerment are provided by the contributions in this 
anthology. 

Focus 1: Assessing the Complex World of SMEs in the Pandemic and Beyond  

It will be discussed how, according to Network members, SMEs are currently posi-
tioned in their regions to survive the pandemic. In particular, five thematic dimen-
sions are under consideration: 

• Differentiated according to various types of SMEs (different sizes, industry 
affiliations, locations, degrees of innovation and digitisation, qualification 
levels of employees), it can be determined which of these types are particu-
larly well suited to the challenges of the crisis and what are the decisive fac-
tors. 

• A focus is also on the extent to which specific concepts such as corporate 
social responsibility, employability, life-long learning, and green production 
can help to promote sustainable and inclusive employment and how these 
concepts can best be implemented by SMEs. 

• It should be discussed how the digitisation implemented out of necessity by 
many SMEs in work, production, and marketing processes in recent months 
can be stabilized and sustainably anchored or expanded. Further, what can 
the companies achieve on their own and where would they need help from 
third parties. 

• It will be discussed how local and regional policy frameworks should be de-
signed to promote the existence and transformation of SMEs and their em-
ployees. 

• Finally, the integration and networking of SMEs in their regions is of central 
importance, since they are often dependent on support from third parties 
for the recruitment, retention, and training of their employees due to limited 
resources. An exchange should take place about which actors are indispen-
sable for such networks and how these networks should be designed as part 
of the regional governance structure. 

For each of these thematic stands, it is also important to explore how relevant in-
formation on the respective topics can be mapped into a continuous regional and 
local labour market monitoring. 

Focus 2: Preconditions and Functions of Regional and Local Labour Market Ob-
servatories During the Pandemic and Beyond 

During the pandemic and its consequent transformations, the best possible trans-
parency is continuously required so that companies (the majority of which are 
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SMEs), actors in their support structures (Public Employment Services, VET provi-
sion, innovation, and technical support, and so on), and policy makers are  well-
oriented and are able to make suitable decisions. The situation in most regions and 
localities is currently still characterised by non-transparency. Accordingly, there is 
a high need for action. If this need is met, evidence-based labour market and eco-
nomic policies can be implemented. As mentioned above, regional and local labour 
market observatories form a solid basis for creating optimal local transparency. 
However, most observatories are not currently set up to do this job adequately. 
Against this background, it should be discussed where there is a need for action 
and which solutions and support can be used to improve it. Discourses must be 
conducted along four thematic dimensions: 

• It is important to clarify the topics on which information needs exist in the 
regions and localities. In addition, it has to be discussed how this information 
can be made available at short intervals – if possible, in real time – and which 
actors not yet addressed should be involved in the generation and use of this 
information. 

• It will also be discussed how observatories can become visible as competent 
and central actors locally and how they can systematically use the interface 
with the policy makers in particular. However, access to other information 
user groups, such as companies, should also be discussed. 

• For observatories which have so far been operating in (regional) isolation, it 
is important to determine whether a support structure can be established or 
activated with the help of the European Network on Regional Labour Market 
Monitoring and how this structure should be designed. 

• Finally, it can be discussed whether, and if so, how observatories in their re-
gions and localities can influence the initiation and implementation of sus-
tainable, inclusive, and innovation-oriented development. 

At the Annual Meeting, the results of the virtual exchange will be documented and 
serve as a knowledge base for the network members, which can and should be 
updated by further exchanges. 

Contributions in this Anthology  

The 31 Network members, who have written 17 articles this year, show that dealing 
with SMEs can have many different facets. Basically, there are two main perspec-
tives to be differentiated. On the one hand, some of the articles in Chapter 2 focus 
on the relevance of SMEs with the help of structural data and thus demonstrate 
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their importance for regional and local economic areas. These descriptions are 
mostly linked to necessary policy frameworks. This shows how important the tar-
geted support of SMEs is, so that they can secure sustainable and inclusive employ-
ment and at the same time maintain their economic stability. On the other hand, 
this anthology contains a number of articles in Chapter 3 that approach SMEs from 
an organisational perspective. The main focus is on human resource management 
and its specific conditions. These two groups of articles are framed by contributions 
in Chapters 1 and 4, which present definitions and concepts and localise the posi-
tion of SMEs in the major development lines of international organisations such as 
the OECD and the European Commission and thus create an important basis to 
specify perspectives beyond the pandemic. 

The chapters and the articles are described in more detail below. 

In the introductory Chapter 1, Ronald McQuaid and Aleksandra Webb introduce 
the general topic of SMEs. They show different definitions and concepts in order to 
be able to grasp the diversity of SMEs. They also argue that SMEs are of central 
importance for the transformation of economy and labour, especially in times of 
pandemic. They speak of a necessary re-engineering that can be pursued with the 
aim of sustainable and inclusive employment. Finally, they summarise the thematic 
lines under which SMEs can be taken into account in regional and local labour mar-
ket monitoring. In the second contribution of this chapter, Renato Fontana, Ernesto 
Dario Calò, and Milena Cassella open up a rather qualitative perspective on the 
subject of SMEs by historically deriving that the socio-cultural substance of SMEs 
(they particularly consider start-ups), are anchored deep in Italian society. This im-
pressively shows that this is a special quality criterion of SMEs and that this anchor-
ing at a local and regional level can bring about particular sustainability in employ-
ment and at the same time innovations.  

Chapter 2 focuses on the policy framework that SMEs need for sustainable and in-
clusive employment and economic growth. First, various policy fields and their rel-
evance for the support of SMEs are discussed in Chapter 2.1. It starts with Gábor 
Mélypataki, Michał Baránski, Zoltám Muszinki, and Katalin Lipták, a consortium of 
scientists from Hungary and Poland, who interdisciplinarily examine from an eco-
nomic and legal perspective to what extent the legal framework can meet the spe-
cial conditions of SMEs so that they can implement sustainable employment. Their 
finding is clearly negative. They point out, however, that the concept of corporate 
social responsibility can be provided. Martine Gadille, Karine Guiderdoni-Jourdain, 
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and Robert Tchobanian take a different perspective by focusing on the field of eco-
nomic policy. They show that cluster policy in particular cannot adequately do jus-
tice to SMEs. Rather, according to their findings, so-called meta organisations are 
needed, which have independent resources and can support SMEs very efficiently 
as a local service provider. Irina V. Novikova, Olesya V. Dmitrieva, and Roman I. 
Antonenko argue similarly with regard to support for digitisation. Using various ex-
amples from China and Russia, they show that a targeted digitisation policy, which 
in addition to technology also focuses on training people in SMEs, can lead to 
growth of SMEs. However, their results further show that systematic and sustaina-
ble support is needed to anchor digitisation well in SMEs. An appropriate policy 
framework is particular important in times of digitisation, which is often imple-
mented ad hoc. While in the first three articles the focus is on a policy field, Borja 
Pulido Orbegozo demonstrates for the Basque Country how different policy fields 
can be interrelated under a regionally defined and future-oriented strategy. This 
promotes SMEs specifically but also simultaneously promotes inclusive employ-
ment. Thereby, the policy areas economy, labour market, and education are di-
rectly connected with each other. Pulido Orbegozo makes it clear that integrated 
or collaborative approaches can only be successfully aligned if they are supported 
by a common vision or objective. 

In Chapter 2.2, the authors show that when designing policy frameworks for the 
promotion of SMEs, challenges can arise in the implementation, which have a 
clearly limiting effect on the efficiency of the support. In her article, Nina Oding 
shows that, unlike in many European Union (EU) countries, there is no historical 
and socio-cultural line in Russia that would support the establishment of SMEs. She 
argues that in the Post-Soviet states, SMEs play only a marginal role given the large 
corporate and production conglomerates. This also means that transitions into grey 
and black economies are smooth. Incentives from the policy framework to promote 
SMEs are difficult to grasp here since the grey market has established itself as a 
social practise. Ciprian Panzaru and Cosmin Enache outline another challenge in 
their article to the situation in Romania. They deal with employment growth in 
SMEs, which is promoted by a corresponding policy framework. However, their re-
search shows that there is a kind of marshalling yard between individual industries. 
Employment growth in the services and construction sectors is to the detriment of 
employment in production. In his article, Daniel Porep from the Brandenburg re-
gion in Germany proves with elaborated and much differentiated data analyses 
that SMEs’ funding does not automatically function as a job engine. This means that 
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incentives for employment growth in SMEs embedded in policy frameworks cannot 
always achieve the intended effect. Therefore, research and evaluation, as in the 
articles presented here, is required to measure the effectiveness of policy 
measures.  

Chapter 3 focuses on the perspective of SMEs as organisations and discusses how 
human resource management should be aligned in order to create sustainable and 
inclusive employment. Qualification and training seem to be of great importance. 
This is illustrated by the articles in Chapter 3.1. They show that, unlike in large com-
panies, learning and training in SMEs is often carried out informally. This means 
that other than formal formats are applied. To grasp these precisely is an important 
task in regional and local labour market monitoring. Aline Valette-Wursthen con-
ceptually introduces different types of SMEs. She particularly refers to the very 
small enterprises (VSEs), those are microenterprises with up to ten employees. She 
combines her descriptions of the different types of companies with the specifica-
tion of the roles of the managers. According to her results, this has a significant 
influence on how training and learning are implemented in the company. In con-
clusion, she points out that the educational sector could still target some previously 
untapped educational potential in SMEs. Pirita Vuorinen and Cristina Mereuta from 
the European Training Fund (ETF) argue in a similar way. They argue that new train-
ing formats and learning pathways are required in order to significantly promote 
the ability to innovate as well as the relevant technology transfer in SMEs. It is also 
important to the authors that there is a systematic approach on how a skills up-
grade is implemented for employees. Thus, significantly strengthening the employ-
ability of workers and securing sustainable employment. The topic of skills upgrade 
is also in the focus of the article written by Oliver Lauxen and Christian Müller. It 
deals with unskilled and semi-skilled workers in SMEs. Their upskilling is promoted 
in the state of Hesse in Germany so that practical work experience can be used as 
the basis for an external exam in order to obtain a formal vocational qualification 
degree. The results of the presented evaluation show that only certain types of 
SMEs are interested in such formal qualifications for their employees. Rather, it 
seems to be important for SMEs that the necessary knowledge and skills are avail-
able even without formal qualifications. To achieve this, companies use different 
strategies and approaches. In the following Chapter 3.2, Mattia Martini and Dario 
Cavenago show in a case study that maintaining employability is essential for SMEs. 
This also ensures the sustainability of employment. Employability is achieved or 
secured respectively by offering trainings. The authors show that employability is a 
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key prerequisite for sustainable employee loyalty to the company. Moreno Ba-
ruffini also demonstrates in three case studies from the border region between 
Switzerland and Italy that the strategic orientation of SMEs in relation to the devel-
opment of products and services can be closely interrelated with human resource 
management. His findings make clear that innovations in recruitment and employ-
ment can represent a good potential for product and service innovation and vice 
versa. This means that innovative SMEs also have good prerequisites for innovative 
personnel management and, thus, for a sustainable and inclusive employment. The 
conclusion of this chapter is the contribution of Jenny Kipper, who uses the analysis 
of six SMEs in Hesse to clarify that the founders and managers of the SMEs are 
decisive for employee retention, recruitment, and dealing with crisis situations. 
Jenny Kipper works out which indicators should be included in a quality-oriented 
monitoring that can capture insights into the logic of action of small businesses. 

In the last Chapter 4, Marco Ricceri outlines a perspective, based on central key 
documents of the OECD, the ILO, and the European Commission, in order to be able 
to identify objectives for the transformation of economy and employment. He anal-
yses that, however, there is still a need for readjustment, in particular with regard 
to better intersectional integration, new tools for intensifying the relationships be-
tween the regions and their businesses and sound governance for new environ-
mental and social policies. 

As editors of this anthology, we would like to thank the authors who have often 
written their contributions this year under the difficult conditions of the pandemic. 
Their contributions enable a unique panoramic view of the topic of SMEs in a situ-
ation in which there are very good reasons to rely on SMEs when it comes to secur-
ing and sustainably strengthening regional and local economy and employment. 
Thank you very much. 

Without the active and professional support of Amelie Schultze and Daniela Holler 
at the Goethe University in Frankfurt am Main in Germany, this anthology would 
not have been possible in such a short time. Thank you very much for this.  

And last but not least, Marco Ricceri and Ludovico Semerari from EURISPES in Rome 
have given us great support over the past few weeks. They were flexible enough to 
postpone their Network member's invitation to Sardinia from 2020 to 2022 and are 
now helping significantly to make it possible for the first time to host the network’s 
annual meeting as a virtual meeting. We are very grateful to Marco Ricceri and 
Ludovico Semerari. 
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We would also like to thank Renato Fontana, with whom we would like to further 
anchor the memory of the work of Patrizio di Nicola in the Network. He supports 
this greatly. 

At the end of this introduction, we would like to speak again as editors of the Net-
work’s anthology. After 15 years of dealing with regional and local labour market 
monitoring and the many activities that were developed within the network to con-
vince policymakers in regions and localities in particular that evidence-based poli-
cies can generate the best possible development impetus, we look at the current 
situation. In many countries, politics in recent weeks have been more evidence-
oriented than ever before. This is an opportunity for the actors in the network to 
create transparency through their observatories, that is to help them advance the 
transformation of employment and the economy in the crisis and afterwards. The 
exchange in the Network can help us all. 

Frankfurt am Main, June 2020 
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1. SMES: CONCEPTS AND RELEVANCE FOR REGIONAL AND 
LOCAL LABOUR MARKET MONITORING IN THE PHASE OF 
PANDEMIC AND BEYOND  

The Importance of SMEs as Innovators of Sustainable Inclusive 
Employment: Some Issues Resulting from Shocks to the Econ-
omy Imposed by the COVID-19 Pandemic  

Ronald McQuaid and Aleksandra Webb 

Introduction 

This chapter briefly introduces some of the issues related to small and medium-
sized enterprises (SMEs) in their roles as innovators of sustainable inclusive em-
ployment. There are multiple forms of SMEs that differ by size, reach and character, 
varying by industry and country. However, these enterprises are crucial to local and 
regional economies throughout the world, especially in terms of offering employ-
ment opportunities and contributing to economic growth (Acs and Audretsch 
2010).  

Adaptability and responsiveness are two commonly noted features of SMEs that 
provide business advantages in non-turbulent times as well as in times of crises 
(Drucker 1985). A flexibility in management policies and rules allows SMEs, firstly, 
to respond quickly to market opportunities by finding innovative solutions to exist-
ing or emerging problems, and secondly, to develop competitive advantages 
through niche organisational and strategic capabilities, which leads to increasing 
innovation and productivity (Audretsch and Thurik 2004). Utilising their know-how 
enables SMEs to respond to consumer needs, gain cost/strategic leadership and 
increase market-share. Such strategic leadership does not have to be limited to the 
market and financial success, as SMEs can also lead the work and employment in-
novation championing better work and creating more balanced, fairer and health-
ier workplaces (Schumacher and Gullingham 1979, Burchell et al. 2014). 

Such roles seem to be of great value in the context of the health crisis caused by 
the COVID-19 pandemic. The pandemic has already altered some societal norms, 
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caused consumer behaviour to change and negatively impacted national and re-
gional economies. This chapter, firstly, briefly introduces key definitions and statis-
tics related to SMEs and their socio-economic importance. Secondly, it draws at-
tention to some of the immediately observed impacts of the health pandemic on 
local economies and the SMEs landscape, also suggesting the leadership opportu-
nities and challenges such a crisis brings about.  

Definitions and Importance of SMEs  

There is no single definition of SMEs. One seminal UK report argued that: 

“[a small firm is] one that has a relatively small share of the market […] is managed by its 
owners or part-owners in a personalised way, and not through the medium of a formalised 
management structure (…) is also independent in the sense that it does not form part of a 
larger enterprise and its owner-managers should be free from outside control in taking their 
principal decisions.”  (Bolton Report 1971: 1). 

More broadly, quantitatively-based definitions, which vary between sectors, coun-
tries and time, are often based upon criteria such as employment, turnover, asset 
size, and ownership characteristics, although there are difficulties due to measur-
ing, for instance, part-time versus full-time or temporary versus permanent em-
ployees and definitions may vary by industry and country (Glancey and McQuaid 
2000). Qualitative approaches focus more on issues such as market share, the own-
ership or the control of the business, and attempt to capture the meanings, logics, 
beliefs and identities of actors in SMEs (Ekinci 2020) as well as behavioural aspects 
(such as identifying issues facing managers) that differ between small businesses 
and large firms (Curran and Blackburn 1994). Policy definitions of SMEs set out by 
the European Commission (2003) focus on staff headcount and either turnover or 
balance sheet totals. SMEs are those employing fewer than 250 persons, together 
with an annual turnover of no more than EUR 50 million or a balance sheet total of 
no more than EUR 43 million (Table 1).  
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Table 1: Definition of SMEs by the European Commission (2003) 

Company category 
  

Staff headcount Turnover
  

Balance sheet total 

Medium-sized < 250 ≤ € 50 m ≤ € 43 m 

Small < 50 ≤ € 10 m ≤ € 10 m 

Micro < 10 ≤ € 2 m ≤ € 2 m 

Source: European Commission (2003). 

Using financial measures such as turnover can be problematic if used across coun-
tries with greatly differing economic circumstances, for instance in high- and low-
income countries, so Gibson and Van der Vaart (2008) suggest an SME definition 
that incorporates a formula that reflects volume of its turnover relative to the local 
economy.   

Although it is clear that SMEs offer employment opportunities and contribute to 
economic growth, their importance varies by industry and country. For example, 
service and construction industries have the highest proportions of employment in 
small enterprises, while manufacturing has the lowest. In virtually all the European 
Union (EU) countries, more than 50 per cent of private service employment was in 
small firms in 2015. SMEs are crucial to local and regional economies and account 
for the vast majority of firms across the world (Acs and Audretsch 2010); however, 
their share of employment, investment, and value added is relatively lower than 
for larger firms. In the EU, 99 per cent of all business are SMEs (with under 250 
employees), but they make up only 66.3 per cent of business employment and 56.5 
per cent of value added (or lower percentages if financial businesses and the public 
sector are taken into account). The smallest employers, micro-businesses with less 
than ten employees, make up most firms (92.8 per cent,) but their shares of firms, 
employment and value added are relatively smaller at 29.1 per cent and 20.3 per 
cent respectively (Eurostat 2020).  

Canada uses the term SME to refer to businesses with fewer than 500 employees 
(OECD 2017). In the USA, the definition of ‘small’ varies by industry (US SBA 2019), 
but around 99 per cent of all firms had under 200 employees in 2017, and they 
employed 39 per cent of all private employees; while for firms employing under 20 
employees, the figures were 89 per cent and 16 per cent respectively (US SUSB 
2018). While most employment remains in large firms, the job creation rate of small 
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firms is higher (US SBA 2018). There is also considerable “churn” in SMEs, with only 
about half of all new establishments in the USA surviving for five years or more and 
about one-third surviving ten years or more (US SBA 2014). However, in times of 
recession the closure rate usually rises considerably, and the number of new starts 
drops, so there is likely to be a major short-term cyclical reduction in SMEs in the 
aftermath of the COVID-19 pandemic. This might be especially true for businesses 
that are focused on service provision rather than the sale of goods, and which tend 
to operate in face-to-face rather than online environment (education, arts, leisure, 
and sports among others). 

Similar to the differences between SMEs and larger firms, there are many variations 
between types of SMEs that need to be taken into account when monitoring and 
analysing them. The following may often be significant. First, micro-businesses are 
those with under ten employees and whose characteristics and behaviours are 
likely to be quite different from larger SMEs. Second, family owned businesses are 
particularly important across the EU, but may have distinctive perspectives, 
knowledge and rationales compared to other SMEs, with greater emphasis placed 
on family and friendship rationales rather than solely business rationales for their 
decisions (Klein and Kellerman 2008; Seaman et al. 2014). Small family businesses 
often differ from other SMEs in the structure and operation of their social net-
works, including complex relationships through which they engage with the exter-
nal socio-economic environment in which they operate (involving direct and indi-
rect family, friendships, and business links); such relationships can act as bridges to 
outside sources of knowledge and expertise and hence to better exploitation of 
opportunities and innovation and the development or creation of new businesses 
(Seaman et al. 2017). Third, self-employed sole-traders (those with no employees) 
play a crucial role in many economies, but often have fewer financial reserves and 
have difficulty bearing the costs of major economic downturns, such as the pan-
demic. Sole traders, who vary from traditional skilled tradesmen to tutors and life-
style coaches, are particularly prevalent in some service sectors and local econo-
mies.  

Fourth, many people work informally within SMEs or the SMEs themselves operate 
in the informal economy (Webb et al. 2019). It is estimated that two billion workers 
worldwide are now employed informally, representing a majority of the global 
workforce (61 per cent) (ILO 2018a). This is particularly the case in rural areas (80 
per cent) more than in cities (44 per cent), and in developing (90 per cent) and 
emerging countries (67 per cent) more than in developed countries (18 per cent). 
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The role of the “shadow” or “grey” economy also needs to be considered, other-
wise the activities of SMEs and their links to local labour markets may be underes-
timated. SMEs might have different reasons for engaging with the informal econ-
omy, but commonly they arise from global and local competition rules and financial 
constraints (ILO 2015). However, the economic activities in the informal economy 
can be hidden from the authorities and institutions not just for financial gain, but 
also to avoid regulatory responsibilities (Medina and Schneider 2018; Williams 
2011), including entrepreneurial activities in the early stages of product develop-
ment or trading when higher risk of failure and financial loss is involved (Williams 
and Martinez 2014). For example, the evidence from the United Kingdom (UK) sug-
gests that owners of small businesses resort to informal trading when starting their 
business to test the viability of their product or service. As the nature of the entre-
preneurial process is focused on the recognition and exploitation of business op-
portunities (Webb et al. 2009), consequently, decisions concerning growth often 
lead to activities on the periphery or directly in the informal economy.  

Fifth, many have argued that innovation is fundamental to entrepreneurship and 
to economic and social development (Drucker 1985; Schumpeter 1942 among oth-
ers), and SMEs are important in developing and using knowledge as a significant 
source of competitive advantage (Audretsch and Thurik 2004) and innovation often 
underpinning sustainable growth in SMEs (Coad et al. 2016; Ismail et al. 2011). 
However, most SMEs are not particularly innovative (Bhide 2000) and carry out 
what Leibenstein (1968: 72) calls “routine entrepreneurship”, involving routine 
management and coordination in an existing business with well-established and 
defined markets. Such entrepreneurship evolves around activities that are familiar 
and are conducted in familiar “tried and tested” ways with often limited time, 
knowledge and Research and Development (R&D). It is important to distinguish in-
novative SMEs who grasp opportunities, innovatively utilise resources or provide 
new products and services (even if they did not necessarily invent the new product 
or process themselves) from those who just carry out routine entrepreneurship (for 
example, OECD/Eurostat 2019).  

Hence, it is important to take account of variations over time, location, industrial 
sector and various sub-groups of forms of SMEs. How SMEs recruit, train and de-
velop their workers, how they finance themselves and how they develop their 
products and production processes are often quite different from the approaches 
of large firms; and it is crucial for labour market observatories and policy makers to 
take account of these differences. SMEs are important for local and regional labour 
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markets, as they are more likely to recruit, train and develop vocational skills on a 
local basis and to rely more on local infrastructure and providers for related sup-
port and services than large firms.  

SMEs and the Response to the Pandemic 

The COVID-19 pandemic, a health pandemic that has affected the world deeply and 
which remains a threat of unprecedented magnitude, has put even the strongest 
world economies in a state of emergency. At the time of writing (May 2020), the 
economic crisis caused by the pandemic with the consequent downturn is particu-
larly affecting certain sectors which employ large numbers of SMEs and self-em-
ployed (including restaurant, arts, entertainment and other leisure providers, 
transport such as taxis, accommodation, and real estate, and tourist operators 
among others). Countries and nations world-wide have currently implemented a 
range of approaches to manage this health crisis, but with limited certainty over 
how long this containment will take, or indeed whether consequent waves of the 
virus will reappear in months and years to come. For some businesses, the impact 
of pandemic will lead to the organisation ceasing to exist; or to their operation and 
development being heavily affected for many years, due to factors such as in-
creased debt burden and reduction or loss of markets (to large firms or lower de-
mand), with “knock-on” effects to others including their staff, suppliers, business 
collaborators, and owners. For others, it will need to spark a period of reinvention 
and adaptation. Of course, many businesses will thrive, taking advantage of oppor-
tunities generated by the current crises and of changes in consumer activities and 
habits. For example, in the UK, small shops selling bikes and garden supplies have 
recorded the highest sales in record, as the lockdown rules forced the public to stay 
at home but allowed for exercising outdoors. 

However, for many SMEs this crisis may offer opportunities for a more socially and 
environmentally sustainable (or “greener”) recovery, if investment in infrastruc-
ture, research and innovation and in social and employment support is targeted 
suitably. For example, governments’ encouragement for using greener transport 
methods on return to work after the lockdowns accompanied with the public buy-
in to support such transformation might contribute to the favourable conditions 
for SMEs with a green agenda (although some may move from public to private 
transport). SMEs are often considered to have the flexibility and speed to respond 
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quickly to many of the opportunities, especially in the short term. As always, SMEs 
might also fulfil their expected role as leading technological and organisational in-
novators in response to pressing needs, for example, produce protecting personal 
equipment or developing medical technology. Although many innovations are 
likely to be mainly controlled by larger, better resourced organisations, SMEs might 
contribute in niches of economy or production.  

The associated needs for developing the new and refreshing the existing, skills and 
various forms of training to ensure adequate recruitment are likely to be consider-
able. However, while there may be some positive scenarios, there is also a risk that 
existing vested interests will try to return the economy to “business as before” the 
pandemic and seek to replicate past socio-economic-environmental and employ-
ment structures. Nevertheless, some of these structures have changed during the 
pandemic. For instance, in the UK, social welfare support has been provided to 
those previously ineligible, including many self-employed, as well as wage support 
across large parts of the economy and different types of firms1. How these change 
in the future is still uncertain. However, this is yet another potential positive out-
come which presents itself as an opportunity to carefully reengineer the economic 
system in line with the social principles of care and fairness. Still, the long-term 
consequences of support given to workers who lost income (including those in 
SMEs) and changes in the levels of trust towards the government and its policies 
remain to be seen; possible effect could include a greater compliance and a shrink-
age of the activities in the informal economy.   

In addition to reforms in welfare systems, and in the light of the lessons learned 
from the epidemic, new opportunities might emerge related to satisfying care 
needs (for example, for the sick or elderly). The epidemic has shown the im-
portance of jobs that for a long time have been overlooked, undervalued and un-
derpaid. Those jobs carry a high degree of medical risk of catching a disease and 
cannot be substituted by a digital/online service. For SMEs, this is a chance to take 
a lead in two areas; first, through filling the gap in the market and providing much 
needed services that will enhance the lives of people (for example, through provi-
sion of valuable and socially desired service). Second, it may involve re-structuring 
the business utilising sustainable models (such as social enterprise) and embedding 

 
1 In the UK, welfare rules were changed to support businesses and individuals through tax reliefs 
and furlough scheme, which they would have not normally been eligible for. 
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the principles of fairness and respect in their business cultures and human re-
sources (HR) practices. In such ways, SMEs could provide high quality services and 
jobs that value both customers/clients and workers. 

The reengineering of the economy should also include serious reflection on the 
widely utilised employment practices that tend to reduce workers’ conditions and 
health and safety protection, in order to gain a competitive advantage. The lack of 
balance in the modern economy has been often criticised. On the one hand, the 
rise over recent decades of a modern version of the gig-economy (people working 
on the basis of short-terms jobs, often being self-employed) may increase with a 
greater desire for flexibility among employers (and aversion to taking on staff when 
there may be future health and economic disruptions). On the other hand, there 
may be countering effects as workers seek more job and health security and a more 
effective unemployment safety net. This type of “gig” or short-term work has a long 
history and in less “glamorous” situations such as “day labourers” in many devel-
oping countries or “lump labour” in the last century (where dock workers stood in 
a queue to be hired for a day at a time if they were needed). The historic struggles 
for job security from such jobs may be repeated by “gig” workers who found them-
selves without security during the pandemic. In addition, there may well be further 
shocks (such as demographic changes, climate change, economic dislocation, or 
another health pandemic) to the economy due to short or long-term financial, de-
mographic and environmental pressures, and a more resilient and sustainable 
economy and society is needed to identify and respond to these future risks. It is 
likely that SMEs will have a major role in future socio-economic changes, especially 
those with flexibility, ability to scale up, and innovation histories. Hence, depending 
on how different tendencies towards better working conditions play out in differ-
ent economies, SMEs may have a larger role in the creation of greater “decent 
work” as set out in the United Nations (UN) sustainable development goals (ILO 
2018a) than has been acknowledged so far. 

In terms of training, local vocational training has suffered major disruption during 
the COVID-19 pandemic, although SMEs tend to rely more on informal training (Ko-
tey and Folker 2007). However, the pandemic is likely to make SMEs more aware 
of, and willing to use, national or even global online services (for example, for train-
ing or online subcontracting) and to invest more in home working and remote 
based operations with flexible work policies and adequate support for staff. Net-
works based on common interests (possibly sector, product, supply-chain or op-
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portunity based) at national or wider levels, rather than local spatial proximity in-
terests, may become more important to many SMEs. Although geographical, inter-
personal and social links will remain important, regional observatories will continue 
to play a key role in regional economic development; their focus may shift some-
what towards wider online and other networks interconnecting SMEs and the mar-
kets, services and support used by SMEs. Interestingly, for those SMEs not totally 
reliant on face-to-face contact with customers (unlike many restaurants or local 
service providers), the move towards online sales and payments during the pan-
demic may have opened up markets beyond the local and regional, putting new 
demands on their development (such as new forms of marketing and supplying 
customers) and making them recruit staff from non-traditional groups or employ 
non-local staff who can work remotely. Hence, the COVID-19 pandemic might lead 
to a greater outward orientation for many SMEs, in contrast to historic pandemics 
which often resulted (at least in the short-term) in more local and social inward-
looking orientations across society. Overall, the effects of the COVID-19 pandemic 
will require a rethinking of skills development programmes. It may also lead to dif-
ferent forms of interaction between observatories and regional policy makers and 
many SMEs; and potentially to the deepening of links between the countries of the 
EU, provided counteracting pressures towards national production and supply do 
not arise after the pandemic. 

Conclusions 

Major global economic challenges due to the COVID-19 pandemic put many SMEs 
in a state of insecurity, forcing them to find new ways to achieve inclusive employ-
ment for staff and also the owner-managers and using new structures to achieve 
this. They have to face situations where new ways of work and inclusion have to be 
built up in a very short time. Societies and economies will need to seek ways to 
provide greater employment and economic security for those particularly vulnera-
ble to economic shocks, such as that caused by COVID-19, which may lead to a 
changed balance between flexibility and health and economic security among SMEs 
and the self-employed. As an effect of the crisis, the role of SMEs in the labour 
market may become more important. 
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The papers in this volume cover a range of important issues and provide new evi-
dence for the importance of SMEs as innovators of sustainable inclusive employ-
ment in regional labour markets. They respond to a number of questions on how 
regional labour market observatories can address SMEs issues in two key areas: 
Data and Labour Market Intelligence and Employment/HR practice and Production 
Systems Innovations. Such questions include, but are not limited to:  

Data and Labour Market Intelligence 

• Which types of data do regional labour market observatories use in order to 
produce SMEs figures in different territories/cities and sectors (such as agri-
culture, industry, and services)? What data and methods do they use in order 
to measure and assess the contribution of SMEs to local development, the 
set-up of industrial districts, and the spread of new social models in the ter-
ritories in relation to the organisation of different times of life and work and 
the related preferences of the people? 

• What monitoring actions do they organize in order to assess the effects of 
national and regional public policies, university programmes, specialized 
centres and business plans in relation to the spread of corporate culture, the 
promotion of SMEs with the creation of start-ups, the involvement of young 
people in such initiatives, in particular the inclusion of NEETs in the produc-
tion processes? Which types of action do they set up in order to support the 
development of SMEs? In which ways do they support or equip decision-
makers concerning SMEs’ issues? 

• How are SMEs embedded within local actors’ networks in order to proceed 
with training and labour market supply policies?  

Employment, HR Practice, and Production Systems Innovations 

• How are SMEs innovators of sustainable inclusive employment and what ac-
tions are required to support fair and inclusive practices in SMEs? 

• What type of innovative HR practices and work organisations, if any, do SME 
develop when participating in sustainable development strategies? 

• To what extent are SMEs or start-ups involved in the spread of new employ-
ment and new forms of work, for example, linked to the transformation of 
production systems induced by digitalisation and robotization (such as smart 
working, platform working among others) as well as by regional, national and 
global competition? Will these processes generate more jobs in some re-
gions and less in others and therefore reinforce regional inequalities? Or will 
these processes create better jobs in SMEs? 
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• To what extent do SMEs contribute to changing value chains in current trans-
formations of productive systems and manpower management? Examples in 
local or regional territories could be especially interesting. 

The following papers in this anthology help set us in the right direction towards 
answering these important questions. 
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What Is New in SMEs? Innovation and Employment Sustainabil-
ity in the Context of Italian Start-Ups 

Renato Fontana, Ernesto Dario Calò and Milena Cassella  

Introduction 

The goal of the following observations is to reason on the relevance and the mean-
ing of small and middle-sized enterprises (SMEs) in Italy, with particular attention 
to their regional distribution. In our country, more than in others in Europe, the 
diffusion of SMEs has been extensive not only for economic reasons, but also for 
social and anthropological ones. The management of an enterprise of this size suits 
the collective profile of a small entrepreneur better, whose margins of freedom 
and movement are far greater than those of the entrepreneurs belonging to the 
world of big enterprises, which are placed inside an organic logic, much more con-
ditioned than any other. In other words, the need of freedom and creativity, typical 
of the Italian people, is better expressed in small and elastic contexts rather than 
in larger sized ones, where the system of rules does not allow any deviation from 
economic standards. The observation of the size of enterprises does not only mean 
understanding that one is bigger and another is smaller; it means rather that these 
organisations are born from different economic histories and that they can be 
tightly related to the territory (think of the so-called industrial districts), or in other 
cases, completely dissociated (consider the so-called cathedrals in the desert of 
Southern Italy). 

A further reason is related to the fact that Italy has traditionally been a land domi-
nated by “borghi” (villages), small municipalities, and the culture of localism. Start-
ing from the past centuries, this has determined a propensity to craft work, favour-
ing the opening of a myriad of handicraft shops in the surrounding territory. 

During the Middle Ages, in most of Italy, but especially in the centre-north of the 
country, many of the small cities became “free communes”, independent entities  
with their own specific traditions; then, during the Renaissance (1300-1600), the 
transformation of the free communes into small and big Lordships, governed by 
princes, dukes, marquises, and counts, stressed even more their independent na-
ture. The development of craft work labs first and of small enterprises later, which 
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found fertile soil for their development until the 1950s, when in Italy an industrial 
revolution took place and big industries were born, is founded on these premises. 
The so-called “economic miracle” was certainly a happy period for Italy’s economy, 
but a bit less for the hundreds of thousands of male and female workers, who found 
themselves making “pieces” of products of which they knew neither the destina-
tion nor the final configuration in inhuman, and often menial conditions.  

An impressive socio-economic development began in our country in the 1950s to 
decline twenty years later, when entrepreneurs, conditioned in their decisional 
power, started thinking that industrial giantism was no longer practicable in certain 
conditions, and in any case, it no longer kept its promises as it had done up to that 
moment: great profits, social peace, and continuously growing markets.  

The entrepreneurs’ reaction was violent. They followed the road of productive de-
centralisation. In The Second Industrial Divide, Michael Piore and Charles Sabel pro-
vide an explanation: 

“From the 1970s onwards, they decentralized production and entire units were transfered to 
small enterprises physically separated. This decentralization created work for various types of 
enterprises: traditional craftwork labs; the workshops opened at the end of the 1950s by spe-
cialized workers who had been expulsed from the big factories for political reasons; and new 
enterprises, many of which founded by mid-level managers coming from large enterprises that 
at the beginning had helped them. This decentralization was facilitated by the exodus from 
the big industries of specialized craft workers. When it became obvious that the workers’ con-
trol of work organization would have meant neither political power, nor control of the indus-
trial investments and strategies, the specialized workers started to resent the levelling of sal-
aries and the abolition of traditional specialization levels, and were attracted by the perspec-
tive of higher earnings in small decentralized workshops.” (Piore and Sabel 1984: 234f.) 

The result of a process of these proportions was the rebirth of SMEs, together with 
the awareness that scale economies had lived their day: at least in the Western 
world, enterprises moved from a mass production model to a lean production one, 
where enterprises have to be slenderer, more reactive, and flatter in their hierar-
chical lines. What makes its way is the orientation that flexibility can be a suitable 
answer to emerging market uncertainties, to workers’ and their representatives’ 
requests, to the competition coming from the new Asian markets, apparently dis-
tant, but capable of cutting out a place for themselves in the Old Continent, Italy 
included. 
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Entrepreneurs no longer have convenience in investing in big size enterprises and 
for this reason they look for new solutions in productive units, where they can re-
gain the power they need to make the professional performance more elastic, elud-
ing the victories obtained up to that moment by the workers’ movement. These 
initiatives are based on the assumption that decentralising production and spread-
ing workforce in more production units, it is possible to regain the ground lost so 
far.  

Production dispersion is the consequence of a situation in which it is no longer con-
venient to concentrate activities in large industrial plants. Savings on production 
costs, economic and political relationships with local bodies, hierarchical structure, 
administrative and trade simplifications disappear when it becomes difficult to con-
trol the workforce. According to this perspective, production decentralisation is the 
way of guaranteeing workforce flexibility, assigning to small entrepreneurs and fac-
tory managers the control of the widest number as possible of employees without 
damaging productivity (Calza Bini 1976). 

Before the end of the last century, the entrepreneurial strategy, on one hand reac-
tive, and on the other approximate, acquired other characteristics and made a fur-
ther step in the direction of becoming a system. The decline of the great industrial 
districts gives way to the so-called enterprise-net, which expands and is dispersed 
in peripherical areas of the country with almost no industrial traditions. Following 
the introduction of a new mantra called “flexibility”, enterprises undergo two im-
portant processes of remodulation: downsizing and outsourcing. This inverts the 
historical trend in favour of the growth of an enterprise’s dimensions with a hori-
zontal integration among enterprises instead of a vertical industrial integration in-
side the enterprise itself. Downsizing and outsourcing as much as possible are the 
two ingredients capable of providing new energy to small enterprises that were 
apparently undergoing an irreversible decline. 

At the beginning of the new century, the production model moves from a sort of 
concentration without concentration, that is, a kind of paradox that allows to con-
centrate power without concentrating it. In other words, enterprises can now fol-
low market fluctuations thanks to a sort of flexible specialisation. The latter goes 
along well with the impulses coming from technological innovation: 

“[T]hanks to computers it is today easy to re-programme and set-up industrial machinery. Also 
the speed of modern communication has favoured flexible specialization, making it instantly 
possible for an enterprise to have global market data. Furthermore, this way of producing 
requires taking quick decisions, and this suits better small work groups; in a large bureaucratic 
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pyramid, on the contrary, taking decisions is a task which can require a lot of time.” (Sennett 
1998: 51) 

Flexible specialisation is opposite to Taylor-Fordism: while the latter is based on 
mass production, the former looks at a lean production in order to be able to ren-
ovate every time historical and economic circumstances make it necessary.  

Piore and Sabel (1984) make explicit reference to the Italian model. They explain 
better than others that flexible specialisation is typical of the small enterprises of 
centre-north Italy, and in particular of the hinterland characterised by small and 
middle-sized cities. It is where the culture of industrial giantism has never been able 
to take root. Here, enterprises collaborate and compete at the same time to find 
new market segments and innovative products capable of adapting to the short 
production life of one good or another, trying to anticipate consumers’ tastes ra-
ther than follow them with difficulty and often with poor results. In these areas 
industrial districts are very common. 

In Italy, industrial districts are structures organised according to size and culture. 
The influence of size determines rather clear consequences: a SME valorises its em-
ployees for intrinsic work reasons, while a large enterprise valorises them espe-
cially thanks to its reputation. In the first case, the contents and work conditions 
are more gratifying, while in the second one, the enterprise’s history and brand 
weighs more (besides the tasks effectively performed). Social relationships deter-
mine different configurations according to whether the enterprise is small, me-
dium-sized or large. In the Italian context, relationships count a lot, at least as much 
as one’s presence at the workplace. 

These are the premises that make it possible for the continuous solicitations com-
ing from the external market to determine the internal organisational set-up. The 
features described above require the acceptance of deep and decisive transfor-
mations in the world of enterprises. The transformations we are going to talk about 
in the following pages have their roots in the handicraft vocation of small Italian 
entrepreneurs, but at the same time, these professional figures (from certain 
points of view absolutely without precedent) are connected to the experimental 
nature of small high-tech enterprises mainly known as start-ups. We will try to un-
derstand their socio-economic significance in terms of employment innovation and 
sustainability in the labour market today. 
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Enterprises and Labour in Italy: A National and Regional Overview  

Epochal changes which give shape and substance to innovation as we progressively 
move into the “fourth industrial revolution”, inevitably have an impact on the way 
of thinking – even before the way of making – an enterprise. In the continuities, 
irregularities, and intermittencies which mark the course of time in a global histor-
ical perspective, the Italian research context confirms its relevance thanks to the 
traditional “liveliness” of small enterprises, that more than others face (and clash 
with) the particular needs of innovation dictated by digital transformation and by 
an ever growing need of flexibility and resilience. This widely shared entrepreneur-
ial vision reflects directly on the current configuration of the national economic 
framework. 

From the analysis of the first Permanent Census of Italian enterprises carried out 
by Istituto italiano di statistica nazionale (ISTAT) (2020a)2 emerge 1,033,737 units. 
A number slightly lower than the one of the previous survey in 2011 (-1.3 per cent), 
counterbalanced by a modest increase of the total number of employees 
(12,680,488; +1.3 per cent) (ISTAT 2020b). In line with the distinctive traits of the 
wider European trend3,  79.5 per cent  (equal to 821,000) are micro-enterprises 
(with a work-force of three to nine employees) and 18.2 per cent (equal to 187,000) 
are small-sized enterprises (ten to 49 employees), while the medium-sized (50 to 
249 employees) and the big ones (250 employees and over) are only 2.3 per cent 
of the total (respectively, 21,000 and 3,000) (table 1).  

 
2 The survey was carried out in a phase of radical transformation of census statistics inside ISTAT 
(Istituto italiano di statistica nazionale). These new measurements are characterized by a drastic 
reduction of the statistical summary intervals, moving from one every ten years to one every year 
(for the population), every two years (for public bodies) and every three years (for enterprises 
and no-profit organizations). Hence, they “allow to collect and release updated, timely and com-
plete statistical information from the point of view of the phenomena observed” (see ISTAT 
2020a: 1). The census was carried out between May and October 2019, in the respect of the 
provisions of the European Regulations n.177/2008 and n.696/1993 and following a harmonized 
methodology promoted by Eurostat. The year of reference of the acquired data is 2018. 
3 https://www.statista.com/statistics/878412/number-of-smes-in-europe-by-size/; https://-
ec.europa.eu/eurostat/statistics-explained/index.php/Statistics_on_small_and_medi-
umsized_enterprises#General_overview. 



52 
 

Table 1: Italian enterprises and employees per size class (absolute values and 
percentages) 

Size class 
 

2018 2011 2001 

Enterprises Employees Enterprises Employees Enterprises Employees 

3-9 821,341 
79.5% 

3,740,110 
29.5% 

837,209 
79.9% 

3,820,052 
30.5% 

762,536 
78.8% 

3,445,396 
29.1% 

10-19 136,908 
13.2% 

1,796,404 
14.2% 

133,955 
12.8% 

1,757,584 
14.0% 

128,644 
13.3% 

1,705,238 
14.4% 

20-49 50,826 
4.9% 

1,513,579 
11.9% 

52,196 
5.0% 

1,552,199 
12.4% 

52,574 
5.4% 

1,547,560 
13.1% 

50-99 13,801 
1.3% 

942,005 
7.4% 

13,586 
1.3% 

928,425 
7.4% 

13,562 
1.4% 

927,758 
7.8% 

100-249 7,300 
0.7% 

1,099,134 
8.7% 

7,180 
0.7% 

1,079,739 
8.6% 

6,865 
0.7% 

1,030,234 
8.7% 

250-499 2,050 
0.2% 

700,947 
5.5% 

2,002 
0.2% 

686,149 
5.5% 

1,923 
0.2% 

659,331 
5.6% 

500 or more 1,511 
0.1% 

2,888,310 
22.8% 

1,465 
0.1% 

2,698,566 
21.5% 

1,338 
0.1% 

2,509,163 
21.2% 

Total 1,033,737 
100.0% 

12,680,488 
100.0% 

1,047,593 
100.0% 

12,522,714 
100.0% 

967,442 
100.0% 

11,824,680 
100.0% 

Source: ISTAT (2020a: 2). 

In general, the sectorial development of Italian enterprises and employees con-
firms the trend in favour of a growing tertiary sector: over nearly twenty years, 
from 2001 to 2018, there is a growth of the service sectors equal to 158,000 enter-
prises and over two million employees (with particular intensity in accommodation 
and restoration services, in artistic and sport activities, in entertainment and ser-
vices for companies). Overall, in this unit of time the employment weight of service 
companies increased by 20 percentage points. Over the same period of time, the 
industrial sector in strict sense lost 63,000 enterprises (-7.8 per cent) and over one 
million employees (-10.6 per cent), while the building sector lost 30,000 enterprises 
(-3.8 per cent) and 220,000 employees (-2.4 per cent) (Table 2).  

A first important element of disparity concerns the territorial distribution of the 
enterprises. In fact, more than half of them operate in the North (29.2 per cent in 
the North-West and 23.4 per cent in the North-East), 21.4 per cent are located in 
the Centre and 26 per cent in the South of the country. This data confirms the idea 
of a “two speed Italy”, which probably depends on the different contribution his-
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torically given by citizens and institutions to the economic development of the en-
tire country, stressing as a consequence, the impossibility to overcome the differ-
ences between the northern regions, traditionally more industrial, and the south-
ern ones. 

Table 2: Italian enterprises and employees per economic macro-sectors (abso-
lute values and percentages) 

Macrosectors 
 

2018 2011 2001 

Enterprises Employees Enterprises Employees Enterprises Employees 

Industry 195,653 
18.9% 

3,702,244 
29.2% 

216,564 
20.7% 

3,913,398 
31.3% 

258,673 
26.7% 

4,705,785 
39.8% 

Construction 110,911 
10.7% 

861,375 
6.8% 

144,023 
13.7% 

1,109,369 
8.9% 

140,331 
14.5% 

1,084,695 
9.2% 

Services 727,173 
70.3% 

8,116,869 
64.0% 

687,006 
65.6% 

7,499,947 
59.9% 

568,438 
58.8% 

6,034,200 
51.0% 

Total 1,033,737 
100.0% 

12,680,488 
100.0% 

1,047,593 
100.0% 

12,522,714 
100.0% 

967,442 
100.0% 

11,824,680 
100.0% 

Source: ISTAT (2020a: 2). 

Currently, a stimulus for growth in our popular “Knowledge Society” concerns the 
relationship with other enterprises and institutions. In 2018, over half of the Italian 
enterprises with less than three employees (52.6 per cent, over 540,000 units) de-
clare to have stable production relationships, based on contracts and/or informal, 
with other enterprises or organisations. Such propensity increases with the growth 
in size of the enterprise (it concerns about 50 per cent of the micro-enterprises, 
64.2 per cent of the small-sized enterprises, 76.3 per cent of the middle-sized en-
terprises, and 82.3 per cent of the large ones). In addition, the first fifteen provinces 
with a stable relationship capital belong to regions of the North, and this despite 
the fact that there is a sufficient level of inter-regional homogeneity. 

For what concerns the level of internationalisation and the reference markets of 
Italian enterprises, 42.2 per cent operate in a local market that does not go beyond 
a regional ambit; 26.5 per cent widen their activity to the national market and 
about 31 per cent compete at an international level. Also, in this case, the extension 
of the context of competitiveness presents territorial features: the enterprises with 
at least ten employees in Sicily and Sardinia operate, respectively for about 60 per 
cent and 70 per cent, at municipality or regional levels; the same thing occurs for 
about half of the enterprises with headquarters in Calabria, Apulia, and Campania. 
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On the contrary, the industries of many northern regions (in particular, those of 
Friuli-Venezia Giulia, Lombardy, Veneto, Trentino-Alto Adige, and Piedmont) widen 
their horizon to markets abroad (Figure 1).  

Figure 1: Reference market per region (%) 

 

Source: the authors, based on ISTAT (2020a: 16). 

The complexity of the development processes of Italian enterprises is reflected in 
the different propensity to invest. According to the same report, in the three years 
2016 to 2018 only 64.8 per cent of the enterprises (a percentage that reaches 77.5 
per cent in the case we consider only the enterprises with at least ten employees) 
make an investment in one of the “drive towards innovation” areas (research and 
development, technology and digitalisation, human resources and training, inter-
nationalisation, social and environmental responsibility). In general, investments 
are destined more to human resources and training4 (54.3 per cent) and technolo-
gies and digitalisation (46.7 per cent), and less to research and development (27.4 
per cent). The enterprises with at least ten employees investing in digitalisation 
declare a positive impact mainly in the greater facility of sharing information and 

 
4 In reality, as to staff training activities, one needs to distinguish between those performed as a 
consequence of precise legal obligations (compulsory training) and those connected to single 
company strategies. To this regard, in 2018 non-compulsory company training regarded little 
more than 230 thousand enterprises (equal to 22.4 per cent). The larger the company the larger 
is the propensity to favour training, involving only 18.4 per cent of micro and over 80 per cent of 
large enterprises. 
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knowledge inside the companies (52 per cent). Only 32.4 per cent observe a better 
efficiency of the production processes, and 13.7 per cent a greater facility in acquir-
ing knowledge from outside. 14.6 per cent of the respondents do not notice any 
direct consequence, while an irrelevant percentage of enterprises perceive a neg-
ative effect of digitalisation, at least in its initial phase, on efficiency and productiv-
ity. As regards the personnel, there was the need of training to acquire the basics 
of digital technologies. At the request to indicate how they planned to manage crit-
icalities of this kind, the Italian enterprises indicate the following practices: accel-
eration of turnovers (72.5 per cent), staff self-training (57 per cent), personnel 
training opportunities (56.9 per cent), increase of investments in automation (56.3 
per cent), use of consultants (48.3 per cent), amelioration of the selection pro-
cesses of the newly hired (44.3 per cent). 

Meanwhile, the first results of the widening of users or customers by means of e-
commerce emerge among the “smartest” enterprises. The digital channel involved 
in 2018 only one enterprise out of ten (about 100,000 companies with three or 
more employees – of which 75,000 with less than ten employees – are active on 
online platforms), recording a turnover of over 44 billion euro. 

For what concerns the enterprises’ environmental and social sustainability, 66.6 
per cent of Italian companies with at least three employees take action to reduce 
environmental impact. 69 per cent seek to improve work wellbeing, equal oppor-
tunities, parenthood, and work-family balance. Little less than 65 per cent try to 
increase security levels inside the enterprise or in the surrounding territory; almost 
one third support or carry out initiatives of collective interest outside the enterprise 
or to the benefit of the economic fabric of the territory where the enterprise oper-
ates. Both environmental and social sustainability are looked at more in the manu-
facturing and building sectors, while the service sector shows less attention in both 
cases. Furthermore, the phenomenon reveals a clear dimensional connotation: 
large enterprises are more active in all “sustainable” actions, even though the pres-
ence of stricter legal obligations seems to be the main reason of the engagement 
in this direction. Indeed, the presence of taxes and/or specific subsidies address 
company strategies in 67.6 per cent of the cases; the second relevant reason is the 
consolidation of the links with the local community (58.1 per cent), followed by a 
better reputation of the enterprise (56.2 per cent) (Figure 2). 
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Figure 2: Social and environmental sustainability per size class (%) 

 

Source: the authors, based on ISTAT (2020a: 27) 

With reference to the national dynamics about the relationship between enterprise 
and labour, even if employment has reached its highest levels (59.1 per cent), Italy 
remains the country with the lowest employment rate in the EU (69.3 per cent) 
after Greece (ISTAT 2020b). The main factors that contribute to explaining the in-
crease in labour market participation are a higher presence of women and middle-
aged people, although we should not forget that the Italian rate of non-participa-
tion is double that of the EU average (19.7 per cent against 9.7 per cent). The dif-
ferences with the EU are more marked for women and young people: in 2019, the 
employment rate gap varies from a minimum of 1.3 per cent for men between 50 
and 64 years of age, and a maximum of 19 per cent for women between 15 and 34 
(Figure 3).  

Equally relevant is the high percentage in Italy of young people with no work expe-
rience: in 2019, we can insert in this category 26.6 per cent of the 25 to 29-year-
olds and 13.3 per cent of the 30 to 34-year-olds; and the fact of having never 
worked could cause them difficulties entering the labour market, once they have 
concluded their studies. In concrete terms, there is a widening of the generational 
gap in favour of older people with a further aging of the workforce employed. 

In spite of a little improvement in 2019 also of education levels, the already wide 
gap between the educated and the non-educated has worsened: the employment 
rate of the 15 to 64-year-olds varies from the 78.9 per cent of university graduates 
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to the 64.9 per cent of secondary school graduates, dropping to the 44.1 per cent 
of the workers with a middle school diploma. Notwithstanding this, the poor de-
mand of qualified labour in Italy provokes in some cases a sort of “downward com-
petition”, where university graduates take the job positions of people with second-
ary school diplomas, who in turn take the jobs of people with lower levels of edu-
cation. The last mentioned find themselves cut out of the market. 

Figure 3: Gap between Italian and UE employment rate per gender and age (%) 

 

Source: the authors, based on data by ISTAT. 

Another critical aspect is the deepening of territorial disparities (Figure 4). In fact, 
in 2019, the gap between the employment rate in Southern Italy and that of the 
Centre-North is of over 20 per cent (44.7 per cent against 66.6 per cent) and the 
labour market non-participation rate in the southern regions is more than three 
times higher than in the rest of Italy (respectively 34.9 per cent and 11.8 per cent), 
probably because of the wider employment difficulties of the former geographic 
area traditionally more strongly characterised by undeclared work (Fontana et al. 
2019). 

There are signs of structural change that have brought to a reduction of the amount 
of work with the same number of employed. This emerged during the 2008 crisis, 
but it has never been corrected. The persistence of this trend also in the recovery 
phase depended on the spreading of part-time and discontinuous work relation-
ships, in particular fixed-term and of short length. In fact, the full-time employed in 
2019 are still 876,000 less than in 2008, the number of part-time workers has 
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strongly increased, in particular involuntary5 ones. Overall, the number of enter-
prises employing part-time employees for at least one month in the year 2018 is 
equal to 1.19 million (73.1 per cent of the total). If the increase of enterprises is 
equal to 3 per cent compared to 2014, the companies with only part-time employ-
ees (almost exclusively small enterprises) have increased by 12 per cent and the 
ones with both full-time and part-time employees by 9 per cent. Altogether, the 
enterprises using part-time have grown by 115,000, whereas the enterprises with 
only full-time employees have lost 74,000 employees. What we obtain is an overall 
picture where the growth of part-time employment is caused both by the diffusion 
of such working hour arrangements among enterprises and by an intensification of 
its usage among enterprises that already made use of it, contributing therefore, to 
the worsening of the quality of work and life of the employees (Table 3). 

  

 
5 In contrast with voluntary part-time employment, involuntary part-time work is a forced choice, 
in concrete perceived as a form of half-employment, but also of half-unemployment. The per-
centage of part-time employment is almost identical in Italy and in the EU, but there is a different 
percentage of involuntary part-time work (respectively 64.1 per cent and 23.4 per cent), confirm-
ing how the use of part-time employment in Italy is due more to enterprise flexibility strategies 
than to the needs of working people. This percentage is obviously higher among employees with 
fixed-term contracts (85.3 per cent towards the 59.7 per cent of employees with open-ended 
contracts), and part-time is more widespread among employees who provide services to families, 
in non-qualified professions and among atypical workers. Even if the percentage of part-time 
workers has grown also among men, the phenomenon is still much more common among women 
(respectively 8.5 per cent and 32.4 per cent). 
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Figure 4: Italian employment rate per geographical macro-area and their com-
position (%) 

 

Source: the authors, based on data by ISTAT. 

Table 3: Italian employed workers per hourly regime and gender (2008-2018) 

 
2018 2018 (%) 2008 (%) 

Δ 2008-2018 

Abs. values Percentages 

Total 23,215,000 100.0 100.0 125,000 0.5 
Full time 18,908,000 81.4 85.7 -876,000 -4.4 
Part-time 4,307,000 18.6 14.3 1,000,000 30.3 

involuntary 2,760,000 11.9 5.8 1,432,000 107.8 
voluntary 1,548,000 6.7 8.6 -432,000 -21.8 

MALES 
Total 13,447,000 100.0 100.0 -374,000 -2.7 
Full time 12,304,000 91.5 94.7 -787,000 -6.0 
Part-time 1,143,000 8.5 5.3 413,000 56.6 

involuntary 855,000 6.4 2.6 493,000 136.3 
voluntary 288,000 2.1 2.7 -80,000 -21.8 

FEMALES 
Total 9,768,000 100.0 100.0 498,000 5.4 
Full time 6,604,000 67.6 72.2 -89,000 -1.3 
Part-time 3,164,000 32.4 27.8 587,000 22.8 

involuntary 1,905,000 19.5 10.4 939,000 97.2 
voluntary 1,260,000 12.9 17.4 -352,000 -21.8 

Source: the authors, based on data by ISTAT. 
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The Innovative Start-Ups in Italy 

The introduction of innovative start-ups in the Italian legal framework can be found 
in article 25, paragraph 2, of the Decree-Law No. 179/2012 (“Misure per la nascita 
e lo sviluppo di imprese startup innovative” – “Measures for the birth and develop-
ment of innovative start-ups”)6. Given the presence of an innovative component 
with a strong added value, the creation of start-ups in Italy as elsewhere, is pro-
moted by national government authorities through a series of incentives (MISE 
2017), among which there are the following: 

• The possibility to set them up online (also in the case of statutory changes) 
without a notary, sending documents to the Chamber of Commerce; 

• Incentives to favour hirings. The possibility to hire with fixed-term contracts 
is extended in the case of innovative start-ups. The contracts can last from 
six to 36 months. Once the 36 months are reached, it is possible to renew 
the contract for further 12 months, at the end of which it is necessary to hire 
with an open-ended contract; 

• Fiscal benefits for those who invest in innovative start-ups: a natural person 
is recognised a deduction equal to 30 per cent of the amount invested up to 
an investment value of 1 million euro, while a legal person (entity) receives 
the same deduction for an investment of maximum 1.8 million euro; 

• Crowdfunding incentives, that is the possibility to offer participation shares, 
facilitating access to the capital; 

• Direct access to a “Guarantee Fund”, which facilitates access to credit by 
guaranteeing up to 80 per cent of bank loans. 

According to the latest report of the Italian Ministry of Economic Development 
(MISE 2020), the 31st of December 2019, the number of innovative start-ups regis-
tered in the “special section” of the Business Register is equal to 10,882; 272 (+2.6 

 
6 According to the present article, a start-up is a limited company – not listed and set up also as 
a cooperative – with the following requirements: i) it is newly set up or less than five years old; 
ii) has its main headquarters in Italy, in another member state of the EU or part of the European 
Economic Area, as long as it has a production plant or a branch in Italy; iii) it has an annual pro-
duction value less than five million euro; iv) it does not and has not distributed profits; v) its 
exclusive or prevalent corporate purpose is the development, production, and commercialisation 
of products or innovative services of high level of technology; vi) it has not been set up thanks to 
a merger, demerger or following a transfer of a company or of a business unit; vii) it possesses at 
least one of the following three indicators of innovativeness: 1) A share equal to 15 per cent of 
the highest value between revenue and annual costs can be attributable to research and devel-
opment (R&D) activities; 2) The overall work-force is made up of PhD students, PhDs or research-
ers for at least one third, or of partners or collaborators with a Master’s degree for at least two-
thirds; 3) The enterprise is proprietor, depositary or licensee of a patent or registered software. 
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per cent) more than the previous quarter. Observing their distribution per eco-
nomic areas, it is no surprise that 73.7 per cent of Italian start-ups provide services 
to businesses. In particular, the start-ups deal with software production and IT con-
sultancy (35.6 per cent), R&D activities (13.9 per cent), and information service ac-
tivities (9.2 per cent). In addition to B2B services, 17.6 per cent of these particular 
enterprises work in the manufacturing sector, especially in the production of indus-
trial machinery (3.1 per cent) and of computers and electronic products (2.8 per 
cent), while 3.4 per cent of them deal with trade (Table 4). 

Table 4: Italian innovative start-ups per economic areas (31 December 2019) 

Economic areas Distribution 
per economic 

areas 

Absolute 
values 

Weight on 
each area 

Business services 73.66% 8,016 8.33% 

Software production and IT consultancy 35.58% 3,872 37.93% 

Research & Development 13.90% 1,513 68.55% 

Information service activities 9.15% 996 13.91% 

Manufacturing, energy, mining 17.58% 1,913 5.11% 
Computer, electronic and optical products 2.81% 306 35.83% 
Electrical equipment 1.56% 170 18.30% 
Other machinery and equipment 3.13% 341 14.36% 

Trade and distribution industry 3.36% 366 0.45% 
Other areas 2.44% 266 1.00% 
Construction 0.89% 97 0.18% 
Agriculture and related activities 0.74% 80 1.12% 
Tourism 0.58% 63 0.15% 
Transportation and shipping 0.28% 30 0.23% 
Unclassified areas 0.27% 29 6.56% 
Insurance and credit 0.20% 22 0.26% 
Total 100.00% 10,882 2.98% 

Source: the authors, based on MISE (2020: 10). 

Analysing the geographic distribution of the phenomenon, some criticalities al-
ready mentioned referring to the difficulties Italian entrepreneurs and policy mak-
ers have when trying to stimulate a united economic development in the regions 
of the North, Centre, and South re-emerge. In fact, confirming the presence of long 
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term national peculiarities, the region with the largest number of innovative start-
ups is Lombardy, that with its 2,928 units (2,075 only in the province of Milan), 
represents 26.9 per cent of the national total. It is followed by Lazio, the only other 
region to exceed the thousand (11.3 per cent of the total number, 1,227, of which 
1,110 in the province of Rome), and Emilia-Romagna (931; 8.6 per cent). Little dis-
tant is Campania, by far the first region in the South, with 896 start-ups (8.2 per 
cent), followed by Veneto, with 889 start-ups. In the back we find Sardinia with 
130, Basilicata with 104, Molise with 80, and Valle d’Aosta with 22 innovative start-
ups (Figure 5). 

Figure 5: Italian innovative startups per regions (abs. values and %) 

 

 

Source: the authors, based on MISE (2020: 12). 

For what concerns the target markets of the Italian start-ups, 71.8 per cent answer 
to the demand of goods and services of other national enterprises (41.5 per cent 
to agreements with foreign enterprises, mainly signed by start-ups of the North-
East), fully in line with business-to-business (B2B), while 49.5 per cent directly ad-
dress consumers (31.2 per cent in the case of foreign consumers). Finally, the Italian 
and Foreign Public Administrations are a market only for a minority of enterprises: 

LOMBARDIA 2,928 26.91% 
LAZIO 1,227 11.28% 
EMILIA-ROMAGNA 931 8.56% 
CAMPANIA 896 8.23% 
VENETO 889 8.17% 
PIEMONTE 610 5.61% 
SICILIA 514 4.72% 
PUGLIA 429 3.94% 
TOSCANA 423 3.89% 
MARCHE 343 3.15% 
TRENTINO-ALTO ADIGE 266 2.44% 
CALABRIA 265 2.44% 
FRIULI-VENEZIA GIULIA 231 2.12% 
ABRUZZO 215 1.98% 
LIGURIA 190 1.75% 
UMBRIA 189 1.74% 
SARDEGNA 130 1.19% 
BASILICATA 104 0.96% 
MOLISE 80 0.74% 
VALLE D’AOSTA 22 0.20% 
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little over 28 per cent do business with the Italian PA, while 11.1 per cent sign 
agreements with foreign PAs.  

In terms of employment, the innovative start-ups employ 13,803 people. The aver-
age number of employees per start-up is equal to 3.2, but if we consider the part-
ners of all the innovative start-ups registered till 2019, we should add 50,816 peo-
ple (on average, each start-up has 4.7 partners). Hence, the overall number of part-
ners and employees involved in the start-ups is 64,619. Since the second quarter of 
2019 the workforce has gone up by 671, while the annual increase is of 8,116 (+15.1 
per cent).  

Briefly analysing the social characteristics of innovative start-ups, the preponder-
antly female ones, - that is, the ones in which shares and administrative roles are 
mainly in the hands of women – are 1,468, equal to 13.5 per cent of the total. The 
innovative start-ups, in which there is at least one woman in the corporate struc-
ture, are 4,704, equal to 43.2 per cent. Women are only 18 per cent of the partners 
and they differ from men for being younger (29 per cent of them are less than 34 
years old compared to 25.9 per cent of their male counterparts). The preponder-
antly young innovative start-ups (under 35) are 2,153, 19.8 per cent of the total. 
Finally, the innovative start-ups with a preponderantly foreign corporate structure 
are 380, equal to 3.5 per cent of the total, while the ones with at least one non-
Italian citizen are 13.9 per cent (1,515). 
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Table 5: Italian innovative start-ups per social characteristics (gender, age, na-
tionality; abs. values and %) 

Characteristic composition Absolute values Percentages 
Preponderantly female 1,468 13.49 
Preponderantly youth 2,153 19.78 
Preponderantly foreigner 380 3.49 
At least one female employed/partner  4,704 43.23 
At least one youth employed/partner 4,830 44.39 
At least one foreigner employed/partner 1,515 13.92 

Source: the authors, based on MISE (2020: 11). 

Focusing only on the founders and co-founders of innovative start-ups, the Italian 
start-uppers, 72.8 per cent have achieved a degree and about 16 per cent have a 
PhD (ISTAT-MISE 2018). However, a fact to reflect upon is that women, who pos-
sess on average higher qualifications (78.9 per cent have at least a degree and 21 
per cent a PhD) are less present also in start-ups. The majority of operational part-
ners7 is qualified in technological-engineering subjects (42.1 per cent), followed by 
economic-managerial (20.7 per cent) and scientific (20 per cent) ones. Over 88 per 
cent of the partners with a degree believe to carry out an activity in line with their 
qualifications, even if this percentage drastically falls among the partners with 
lower levels of education (37 per cent for those with a middle school diploma and 
67 per cent for those with a secondary school one). 

The majority of start-uppers show strong territorial attachment; in fact, over 83 per 
cent have set up the enterprise with headquarters in the same region where train-
ing and work experiences take place. The personal reasons that push start-up 
founders to operate in their own region are often connected to the extremely lean 
structure of innovative start-ups and to the normative, administrative, and financial 
facilitations offered by government bodies. Around 55 per cent of them have had 
at least a training or work experience abroad: in 13.5 per cent of the cases it is a 
subordinate work activity, in 21 per cent a study programme, and in 10.3 per cent 
an entrepreneurial experience. In many cases the academic and professional expe-
riences abroad have positively influenced in terms of foreign language knowledge. 
Around 96 per cent of the partners speak another language in addition to Italian, 

 
7 “Operational partner” is the co-founder of an innovative start-up that does not only provide 
economic resources, but also has an active role in the daily activity of the enterprise. 
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and it is no surprise that English is the most spoken (91 per cent), followed by 
French (21 per cent) and Spanish (11 per cent).  

When asked what the main motivations are that pushed them to create a start-up, 
the “creation of innovative services or products” and the choice “to create a suc-
cessful business with high profitability” seem to be the most common reasons (re-
spectively, in 77.6 per cent and 62.9 per cent of the cases). Yet, despite the wish to 
see one’s professional competences recognised, half of the partners declare that 
the set-up of a start-up has still not had significant effects on their income: almost 
half of them have seen their income unchanged since the beginning of the new 
entrepreneurial activity, little less than one third declare a worsening of their per-
sonal financial situation, and only two out of ten have noticed an increase in their 
income (Figure 7). 

Considering the most relevant characteristics when referring to employees, a first 
significant fact is that 25 per cent of the Italian employees hired by these enter-
prises are women (18 per cent are partners). This gender distribution does not 
seem to vary according to the type of contract. More than half of the start-ups have 
hired employees (59.4 per cent), mainly workers and clerks with open-ended con-
tracts (62 per cent), while the managers are 15.5 per cent (mostly men). Around 
one quarter of the start-ups use employees with atypical contracts instead to carry 
out their activities; in particular, the most common contract is for project work (46 
per cent), while limited is the diffusion of fixed-term or temporary employment 
(only 2.7 per cent). Most start-ups hire staff between 25 and 34 years old (48 per 
cent), mainly coming from technological-engineering (45.9 per cent) and economic-
managerial professions (15.5 per cent) (Figure 8). On the contrary of what is noticed 
among partners, the most widespread educational qualification among employees 
is a secondary school diploma (28 per cent).  
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Figure 7: Main motivations behind the startup creation and personal financial 
situation after its activation (%) 

 

Source: the authors, based on ISTAT-MISE (2018: 27f.). 

Finally, as observed among partners, territorial roots are strong also among em-
ployees: 80 per cent of them work for enterprises in the area where they had their 
previous training or work experiences, and they believe that their work activity is 
in line with their studies (in 79 per cent of the cases on average, which falls to a 
minimum of 51 per cent for those with a middle school diploma and rises to 94 per 
cent for those with a PhD).  

Italian Innovative Start-Ups: Features and Trends 

Among the data just presented, which try to give a picture of Italian enterprises, 
and in particular, of the so-called innovative start-ups, there are three great trends 
to be highlighted: 
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• The belonging of the activities to the tertiary sector: more than two thirds of 
the innovative start-ups are part of the sector “services to enterprises”, and 
among these, the majority recall the Knowledge-Intensive Business Services 
(the so-called KIBS); 

• The geographic location of the new enterprises: the territorial distribution of 
the start-ups concerns mainly precise regions of the country. However, this 
distribution does not seem to mirror the habitual division North/Centre-
South, with the North better predisposed to adopting innovative activities 
compared to the South, which is lagging behind as usual. For instance, Lazio 
and Campania, both regions of the Centre-South, are respectively second 
and third for number of start-ups. The Italian innovative start-ups seem ra-
ther to be located in areas with specific features, around large urban centres 
(Milan and province, Rome and province); 

• A territorial vocation of both founders and employees: the great majority of 
start-up founders have built-up their activity in the same region where they 
had their previous training and work experiences, despite the fact that over 
half of them have had a training or work experience abroad. The same trend 
emerges from the data about the employees, who equally work in the same 
area in which they had their previous training and/or work experiences, and 
who declare that their work is in line with their studies. 

The three above-mentioned features find wide acknowledgement in literature 
(think about the entrepreneurial theories, the considerations about the impact of 
technology on markets and enterprises, or the role of innovation). However, a num-
ber of recent researches, some of which sociological, carried out moving from the 
Italian case, have stressed some particular specificities in the panorama of start-
ups in Italy. If confirmed by further empirical evidence, that these specificities could 
provide new points of view on the theoretical knowledge of the theme. In what 
follows we will try to highlight these peculiarities and at the same time define the 
data provided in the previous paragraph.  

For what concerns the first trend, the tertiary sector, it is not surprising that inno-
vative start-ups operate in the market of services to enterprises, and that many of 
them are classifiable as KIBS. We are talking about B2B services with considerable 
knowledge content, since they require for their design and supply the use of an 
intellectual capital that is much higher than what is needed in other tertiary sectors 
or in manufacturing8. Also for this reason, these services are characterised by the 

 
8 In specific, with reference to the Ateco classification of economic activities, the KIBS include all 
the services connected to computer science, research and development activities, and part of 
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presence of an intense level of interaction between the enterprise providing the 
service and the client enterprise: for the very nature of good “knowledge” (Rullani 
2004), the relational dimension of the relationship between the two organisations 
is extremely marked, to the point that scholars talk about a real “co-production” of 
knowledge between supplier and client (Bettencourt et al. 2002, Den Hertog 2000).  

A concrete example of KIBS service provision between two Italian enterprises is the 
case of the car model F12 Berlinetta, built by the well-known car-manufacturer Fer-
rari in collaboration with Centro Stile di Pininfarina Spa (an enterprise specialised 
in the design of industrial products):  

“[T]he design, in the case here considered, is an essential ingredient to express the quality of 
the Ferrari brand, that has transformed into a strength the ability to combine extreme tech-
nical performance with the beauty of the bodywork and the interior trim. In substance, it is a 
multiplier of value that permits to transform a series of mechanical elements, however ex-
traordinary they may be from a technical point of view, into an absolutely unique product. […] 
A supplier such as Pininfarina sells its competences in the design of bodyworks and its ability 
to imagine new aesthetic shapes to Ferrari. It is evident that the value produced by Pininfarina 
does not depend on the quantity of the personnel used (as could happen for a service of a 
traditional kind) but on their quality in terms of preparation and creativity. It is equally obvious 
that the projects in which Ferrari works with Pininfarina require a lot of dialogue between the 
parties and problem solving joint activities.” (Bettiol, Di Maria and Grandinetti 2012: 12-13) 

Recent researches have focused on the observation of Italian enterprises offering 
services based on high levels of knowledge9. Among these, Bettiol, Di Maria, and 
Grandinetti (2012), on the basis of a quantitative study carried out using a database 
of more than 500 KIBS located in Veneto and 20 national and international history 
cases, have identified three evolutionary dynamics typical of the Italian case, but 
which could open up to new analysis perspectives also in other geographic areas.  

First of all, the research in Veneto has highlighted how the great majority of enter-
prises have been able to find clients outside the regional borders (67.1 per cent) or 
even in foreign markets (10.8 per cent), when in literature physical proximity is 
generally considered a functional element necessary for an optimal management 
of the relationship between KIBS and the client enterprise (Andersson and Heller-
stedt 2009). In the cases indicated in the research, we are talking about enterprises 
with a greater propensity to use Information and Communication Technologies 

 
the activities regarding the so-called “services to enterprises”, such as the design of systems or 
management consultancy (Bettiol, Di Maria, and Grandinetti 2012: 15f.). 
9 Cf. Di Maria, Grandinetti and Di Bernardo (2012). 
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(ICT), both in knowledge codification and organisation and in the dynamics of col-
laboration, for example using Customer Relationship Management (CRM) tech-
niques. Secondly, KIBS have been found in sectors where traditionally you do not 
find them; for instance, in the manufacturing sector: in many made in Italy manu-
facturing enterprises that work in B2B sectors (for example, pre-sale services, ma-
chine tool installation, and after-sale services) the service component (strongly cus-
tomised and with significant knowledge content) is so high that it overtakes the 
real product in value. Finally, the third feature concerns the KIBS that have widened 
their activity to include the management of entire supply chains, as in the case of 
design enterprises that integrate their typical services with the commercialisation 
of new products (Bettiol, Di Maria, and Grandinetti 2012). 

In brief, the three features mentioned above seem to move towards a partial dis-
solution, or at least weakening, of the traditional and rigid barrier separating the 
manufacturing and the tertiary sectors. According to some scholars (Rullani et al. 
2012), the contamination of the two different markets is welcome and could be 
beneficial on large scale with an increase of productivity.  

In Rullani’s opinion (2012), the path that has just started to be followed sees the 
convergence of three different subjects: neo-industries, neo-services, and neo-net-
works. The first subject is the traditional industry that virtuously uses its “genera-
tive knowledge”10 to enrich its products (material) of certain valences (immaterial) 
given by the meanings of consumption and use value, decided downstream in the 
production process. The second subject is the service sector that, thanks to ICTs, is 
able to reduce the disadvantaged condition it had towards the industries producers 
of “material goods”: by using digital technologies, service enterprises are no longer 
bound by physical proximity and are able to export their activity also in geograph-
ically distant areas, thanks to the codification of the procedures. At the same time, 
they can use the same technology to maximise the possibility of interaction and co-
creation at a distance, succeeding in supplying the clients with complex and per-
sonalised performances. The third element at stake consists in the neo-networks, 

 
10 Rullani (2012) distinguishes between “generative knowledge” and “replicative knowledge”. In 
the first case, it is a “knowledge capable of generating other knowledge, to adapt it or re-create 
it according to the circumstances”. In the typical Italian model, which spread in the 1970s, it ap-
peared “in the form of widespread business intelligence and of close territorial relationships”. In 
the second case, it is instead a type of knowledge “that can be codified and reproduced for free 
once it is has been incorporated in a machine, in a standard product, in a software, in an adver-
tisement, in an organisational procedure or in a juridical rule universally valid” (Rullani 2012: 28-
31). 
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by which we refer to the immaterial aspects of relationships and communication, 
and which bring together all the supply chain, including the final consumers.  

Knowledge is essential also to tackle the second point about the location of inno-
vative start-ups in Italy. Other researches have examined the factors that have 
mostly influenced the birth and the location of start-ups, stressing the particular 
nature of an “innovative” start-up, and how, as a result, not all local economies 
possess the necessary features for its territorial development.  

In fact, the high potential of innovation makes this kind of start-up different from 
the others, including the high-tech ones. Innovative start-ups are smaller in size, 
with greater liquidity and a strong investment propensity, and a more intensive 
usage of intangible resources (Finaldi Russo, Magri, and Rampazzi 2016). However, 
their most interesting feature is the presence of knowledge spillover, whether we 
refer to direct externalities of the knowledge coming from R&D departments of 
companies located in a specific area, or to the wider and still not fully investigated 
transmission mechanisms of knowledge and idea contamination (Breschi and Lis-
soni 2001). Regards to this, Antonietti and Gambarotto (2018a) underline how 

“On the contrary of the Fordist development model, based on scale economy efficiency, and 
of the post-Fordist model, based on the reduction of transaction costs and on district effi-
ciency, the young innovative enterprises are founded on the usage and/or production of 
knowledge and efficiency associated with knowledge spillover. This means that not all local 
economies possess the actors and factors required for the birth and growth of innovative 
start-ups.” (Antonietti and Gambarotto 2018a: 53) 

By re-elaborating the data on Italian innovative start-ups updated until 201511, the 
above-mentioned authors reach some interesting results. First of all, it results that 
innovative start-ups are more frequent in areas with more heterogenous reposito-
ries of knowledge12, exactly because the contamination of much diversified forms 

 
11 The research was carried out by comparing two different databases: on the one hand, the list 
of innovative start-ups present in the Register of Innovative Start-ups and SMEs of Unioncamere; 
on the other hand, the territorial distribution of enterprises and services analysed by ISTAT in 
2015 on the basis of the 9th Industry and Services Census 2011. 
12 The authors refer to evolutionary economic geography literature (Frenken, van Oort, and Ver-
burg 2007), that distinguishes between “a related (within-industry) variety and an unrelated (be-
tween-industry) variety. The former favors new ventures in nearby knowledge areas, and it ex-
ploits network externalities to reduce investment risks and expand new business opportunities. 
The latter stimulates new firm formation through the exploration and recombination of a very 
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of knowledge can create new ideas with greater facility (Antonietti and Gamba-
rotto 2018b). Secondly, with reference to the division of the Italian territory in “Sis-
temi Locali del Lavoro (Sll)”13, “Local Labour Systems” elaborated by Istat, the major 
concentration of innovative start-ups is in two particular environments: the Sll of 
the Centre-North cities, in particular Milan and its hinterland, and the Sll based on 
the “urban sprawl” model, that is the “urban areas characterised by a non-compact 
settlement model, typical of the North-East, of the plains of Lombardy and Emilia, 
of the coastline of the Marche, the Abruzzi, and the Pontine” (Antonietti and Gam-
barotto 2018a: 56)14.  

In harmony with previous researches about the diffusion of innovative start-ups in 
Italy15, the authors declare that  

“[…] the big and medium-sized urban centres are the most fertile places to support the crea-
tion of innovative start-ups. Thanks to the presence of university centres, of a diversified econ-
omy and of a strong economic performance, innovative start-ups are more easily able in cities 
to overcome the critical phases linked to the transformation of an idea into a successful prod-
uct/service. […] The infrastructures in an economy based on knowledge are different from 
those which characterised the Fordist and Post-Fordist development phases. The connections 

 
diverse array of knowledge sources. A greater local knowledge diversity suggests more entrepre-
neurial opportunities, though they may be more risky and uncertain” (Antonietti and Gambarotto 
2018b: 562). 
13 The “Sistemi Locali del Lavoro” (Sll) have been divided into various categories: urban systems, 
industrial districts, systems with/without productive specialisation (Antonietti and Gambarotto 
2018a: 53). 
14 With reference to the Sll specialisation typology, the innovative start-ups are concentrated 
more in non-manufacturing urban systems than in the made in Italy industrial districts or in the 
heavy manufacturing ones. Furthermore, they are located in the most productive Slls, the ones 
with the highest added value per employee and where the cost of work per employee is also the 
highest; in other words, in the areas with the greatest amount of human capital (Antonietti and 
Gambarotto 2018a: 57f.).  
15 In particular, Colombelli (2016) observes how it is not only the quantity of knowledge spillover 
present in the area that guarantees the presence of innovative start-ups, but also its composition, 
especially for what concerns the technologies used. Ghio, Guerini, and Rossi-Lamastra (2016) 
stress the impact of academic knowledge on the creation of innovative start-ups: this certainly 
takes place close to university centres (it is, therefore, localised), but it can have effects also at a 
distance in the areas with “regional openness, as measured by the local presence in a geograph-
ical area of individuals with open-minded attitudes” (Ghio, Guerini and Rossi-Lamastra 2016: 
296). 
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between universities and industries16, the local interactions between inventors, entrepre-
neurs and skilled people, the accompaniment to local and non-local networking stand out.” 
(Antonietti and Gambarotto 2018a: 60) 

The role held by human capital, and more in general, by the features of the people 
involved in the enterprises, can be useful when facing the last point in the list about 
the role of founders and employees in the particular enterprises we are here con-
sidering. The study by Colombo, Delmastro, and Grilli (2003) uses a micro-perspec-
tive to analyse the influence of firm-specific characteristics in determining some of 
the strategic choices made by New Technology-Based Firms (NTBF) when they en-
ter the market. The data show how these choices concerning in particular the di-
mensional class of the enterprise, are influenced not so much by determiners of 
the sector of reference (industry-specific characteristics), as by the evaluations 
made by the founders according to their human capital and their ability to draw 
from external sources of finance. In particular, 

“[…] the founders’ human capital, measured both in terms of educational level and of previous 
work experience, is a crucial factor in the initial dimension of the enterprise. The human cap-
ital has a double effect. On one hand, the founders with more business talent, with strong 
confidence in their means, and thus, with positive expectations about the future of the enter-
prise, start off with a relatively larger scale of operations. On the other hand, it is also true 
that better educated and more qualified entrepreneurs are generally richer and are less likely 
to be conditioned by financial constraints. In other words, highly-skilled people are more 
likely, ceteris paribus, to reach an initial enterprise dimension that they consider ‘optimal’.” 
(Colombo, Delmastro and Grilli 2003: 69) 

The founders’ human capital is equally essential to introduce organisational inno-
vations in the following phases of an enterprise, for example, in the choice of 
whether or how to extend the NTBF’s team. In the analysis by Colombo et al. (2011) 
emerge, for instance, two possible paths for a young enterprise: if the founders 
possess a high level of education but a work experience in sectors different from 
the one in which the enterprise operates (“generic work experience”), they will 
choose to widen the business team by inserting a new partner; in the case in which 
the founders have instead a great work experience in the sector (“industry-specific 

 
16 Buffardi and Savonardo (2017) refer to national initiatives with the aim of intensifying the con-
tacts between the academic and the business worlds. Among these, we can indicate the Contam-
ination Labs, university didactic laboratories of an interdisciplinary nature, tested since 2013 in 
some Italian universities with the goal of promoting knowledge contamination; or “innovative 
industrial PhDs”, created in 2016 to qualify the study and research experience of PhD students in 
an industrial perspective, and addressed to the most disadvantaged regions in terms of develop-
ment (Buffardi and Savonardo 2017: 209). 
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experience”17), the most convenient solution might be to insert the figure of a 
wage-earning manager inside the organisation. In the first case, the arrival of a new 
owner-manager touches the size and the competences of the business team, the 
division of tasks, and the balance of power among the partners, but not the organ-
isational structure of an enterprise. In the second case, with the hiring of a wage-
earning manager, there is the passage from a two level organisation (owners-man-
agers and employees) to a three level pyramidal structure (owners-managers, 
wage-earning managers, employees), determining a real organisational innovation 
(Colombo et al. 2011: 517).  

Finally, for what concerns the effects on employment, Santandrea and Lobello 
(2016) analyse the results of the regional actions performed by the region Apulia 
since 200918. The authors underline how enterprise start-ups can be a useful tool 
to support dynamic labour policies, in particular for the weakest sections, such as 
young people, women, unemployed, or over 50-year-olds without work. With ref-
erence to this, relevant is not only the number of start-ups created, but also the 
number of start-ups capable of getting past their first five years of life: 

“[…] if start-ups, on the one hand, have the capability of immediately creating new net addi-
tional employment, on the other hand, they have a higher probability, compared to the con-
solidated ones, of closing up (with loss of employment); the winning ones reveal high employ-
ment rates in the post start-up phase, with a significant impact on overall employment growth. 
[…] At national level, the attention given to enterprise start-ups as a tool of dynamic labour 
policies is still very poor, while a lot of emphasis is placed on ‘innovative’ start-ups to pursue 
the goal of productivity growth and technological innovation.” (Santandrea and Lobello 2016: 
500) 

The present short excursus proposed in these pages, although not exhaustive, 
shows how to define the world of innovative start-ups - identify the environment 
in which they operate, establish the determinants of success, clarify the role played 
by human capital compared to structural aspects, and so on - is much more com-
plex than expected. In particular, it suggests that the characteristics of asset-
knowledge and the dimension of relationships between organisations and people 

 
17 Besides, that the founders’s industry-specific experience is positively linked to the growth of 
young high-technology enterprises has been pointed out in various studies, as explained by Co-
lombo and Grilli (2005). 
18 Among these, the support given to micro-enterprise start-ups newly created by disadvantaged 
entrepreneurs and the “Fondo Nuove Iniziative di Impresa della Puglia – NIDI” (Puglia's New En-
terprise Initiatives Fund). 
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are the two most interesting aspects on which it would be important to reflect in 
further and more in-depth studies. 

Conclusions: Can Italian Innovative Start-Ups Guide the Socio-Economic 
Revival? 

In an attempt to conclude through some undeniably partial observations, in the 
following lines we propose some brief considerations about the possible conse-
quences triggered by the catastrophe of the COVID-19 on the general socio-eco-
nomic fabric, and in particular, on the SMEs. 

Actually, nobody can know how things will change; we are in the midst of the storm. 
Therefore, there is no form of empirical evidence. The fact is that some European 
Countries such as Italy and Spain have been affected the hardest, while others have 
been less affected, such as those of northern Europe, Denmark, and Norway. 

There are two certainties from which we think it is reasonable to start arranging a 
discussion on the theme, whereas scientifically supported observations require 
time, patience, and in-depth reflections on a wide spectrum. First, nothing will be 
as before. Second, the organisational transformations will be consequently very 
profound. 

At this stage, we can only ask ourselves questions because we have no answers, 
but we can also assume hypothetical scenarios to be better examined later, in other 
times and places. 

Given the general circumstances that impose a relational distancing (otherwise, 
there is a risk of Coronavirus infection), it seems that innovative start-ups set up on 
the web may represent an important point of the economic system on which the 
state, businesses, and individual entrepreneurs should concentrate resources and 
attention. Everything suggests that smart working will be further encouraged, es-
pecially for small working groups, spreading the emergence of virtual businesses 
(those without physical structures or, at most, with few essential physical rela-
tions). 

The main consequences we imagine, declining them in a first, embryonic, form par-
ticularly for our country, are the following: 

• The downsizing of corporate structures: recovering the historical inclination 
that has always characterised the Italian economic system made up of micro 
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and small businesses, in the name of structural slenderness (and, paradoxi-
cally, aimed at the enhancement of human relationships). From this point of 
view, Italy seems favoured more than other countries, as we consider its en-
trepreneurial history and the average size of its businesses (Table 1); 

• The rebirth of the craftman vocation in the Italian connective tissue and the 
development of local businesses: as we have seen, these traits represent a 
significant part of the new start-ups. Recovering this vocation would be a 
necessary act to get out of the shallows in which the current crisis has re-
jected us. Furthermore, it would also be a way to enhance the propensity for 
the collective spirit of the average Italian, that was silenced during the indus-
trialisation boom but has never been completely dormant; 

• The expansion of mixed forms (in presence and remotely) of work perfor-
mance, including the probable surge in some professional profiles related to 
the world of Information and Communication Technologies (ICT) and, at the 
same time, the decline of other job figures strictly associated to the world of 
manufacturing industries, which can be replaced by robots, Machine Learn-
ing (ML) and Artificial Intelligence (AI); 

• The acceleration in the use of digital platforms and a more widespread use 
of the knowledge economy for increasing the share of co-workers in smart 
working (Crowley 2016, Martone 2018). This is a typical trait of the variable 
geometry of network companies, where the social distancing can be taken 
intrinsically as an essential quality of this new way of conceiving professional 
activities, especially in complex organisational systems; 

• The spread of the “anthropological resilience” of the Italian people, and its 
ancestral ability to give its best in the most difficult conditions. That is where 
the long history of Made in Italy, the industrial districts and the paradigm of 
flexible specialisation already mentioned in the first pages of these notes 
were born; 

The fact is that the organisational and technological aspects we have observed re-
quire a change of course in the way we consume things and face this production 
model, which is highly criticised (Piketty 2013, Zuboff 2019) but always ready to 
rise from its ashes, like a phoenix that continually renews herself, a symbol of 
power and resistance. 

Technology can be of great help in reversing the trend and giving breathing space 
to the aforementioned consequences. Neoliberal capitalism has so far used tech-
nology for the sole purpose of increasing profits, putting everything else (such as 
environmental sustainability, employment issues and the organisational well-being 
of employees) in the background; and the impact of this “cynical” approach is plain 
to see, all over the world. 



76 
 
Therefore, we need to question the bottlenecks in which we have wedged to-
gether. We have produced a form of senseless globalisation and, even more, we 
have been rooting for economic neoliberalism by trampling on the ethical princi-
ples of environmental sustainability and increasingly widening the gap between 
rich and poor. Again, we observe the presence of another gap, the one between 
employed and unemployed cultivated through the cult of regulatory flexibility (Sen-
nett 1998) and applied with a certain ideological relentlessness both in Europe and 
in Italy. All these have led to exacerbate social and economic inequalities, causing 
for many women and men a series of dramatic consequences that can no longer be 
ignored in the business world, small and large. 
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2. POLICY FRAMEWORKS FOR SUSTAINABLE AND INCLUSIVE 
EMPLOYMENT AND GROWTH OF SMES 

2.1. Multiple Policy Fields and Collaboration 

SMEs in Hungary and in Poland: A Comparative Analysis of Legal 
and Labour Relations19 

Gábor Mélypataki, Michał Barański, Zoltán Muszinszki and Katalin Lipták 

Introduction 

Automation, digitalisation, and globalisation influence today’s global labour mar-
ket. The process of change has become increasingly apparent also in Hungary and 
in Poland. Both the employer and the employee must adapt themselves to the rap-
idly changing circumstances. The aim of this paper is to examine the requirements 
the novel processes and their labour market effects impose upon the potential la-
bour force and labour law. We examine how the effects of globalisation affect the 
global labour market, and how high-level automation and digitalisation affect the 
expectations of labour market actors and the world of labour law. Since the 1990s, 
as an effect of globalisation, technology has replaced labour in production to an 
increasing extent. Labour force is gradually disappearing in the society of wage la-
bour, which is a major problem. A redefinition of the concept of work is needed, as 
much of society has already been excluded from classical wage labour. We analyse 
some SMEs who carry out accounting tasks for other SMEs. The choice of this type 
of activity for analysis is particularly important due to the recently adopted provi-
sions on the digitalisation of employee files in some national laws. 

Our research question is: Is there a relationship between the competences related 
to a highly qualified job like an accountant and the size of a company? According 

 
19 This research was supported by the Project No. EFOP-3.6.2-16-2017-00007, titled “Aspects on 
the Development of Intelligent, Sustainable, and Inclusive Society: Social, Technological, Innova-
tion Networks in Employment and Digital Economy”. The project has been supported by the Eu-
ropean Union (EU) and co-financed by the European Social Fund (ESF) and the state budget of 
Hungary. 
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to our hypothesis, accounting firms (which tend to be SMEs) do not have enough 
financial and human resources to handle the new situation and these activities can 
be easily mechanised. 

Changing the Concept of Work in a Globalised and Digitalised World 

According to Offe (1984), the central role of work has changed. Individuals see work 
only as a way to earn money, its social organising feature has ceased, and there has 
been a cultural shift that has resulted in a change in individual attitudes and rela-
tionships to work (Offe 1984). In Robertson's (1985) theory, volunteering, freely 
carried out for one’s own needs, is a new element in contrast to paid work. 

It is worth noting that not only the concept of work has been re-evaluated, but also 
working conditions and circumstances. According to Dahrendorf (1994), a critical 
point in the history of work is the impact of recent changes in modern social con-
flict. There have been many changes in the nature of work that have had an impact 
on the lives of individuals and the social structure. In his view, work is no longer the 
solution to social problems, but a part of the problem itself. He also sees modern 
societies as labour societies. He writes that “employment is the entry ticket to the 
world of supplies” and intensifies this when describing the group of workaholics. 
He says that most of its members constantly complain that they cannot distinguish 
between weekdays and Sundays and that they have not been on vacation for years, 
but in fact, this type of complaint is another form of wasteful consumption: “a 
showcase for the wealthy at work” (Dahrendorf 1994: 230). He questions whether 
it is still possible to call the modern society a labour society and concludes that, 
despite the numbers, we still live in a labour society because of the presence and 
situation of the unemployed: in a developed country, 20 per cent of the total pop-
ulation is not of working age, 20 per cent are retired, 10 per cent go to school, 15 
per cent are looking for work, 10 per cent are unemployed and only the remaining 
25 per cent have work. Dahrendorf (1994) analyses the relationship between eco-
nomic growth and employment and uses the natural rate of unemployment (NAIRU 
rate), ideally taking 6 to 8 per cent. With less human effort, more can be produced, 
meaning that there can be fewer job opportunities, so some may be excluded from 
the labour market. He does not believe in achieving full employment; he writes that 
full employment requires the creation of peripheral or needless jobs, which obvi-
ously is problematic (Dahrendorf 1994). 
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As an effect of globalisation, technological developments are increasingly displac-
ing human workforce from production, while capital needs the flexibility of the la-
bour market. Unemployment is a natural consequence of capitalist production and 
its growth is a necessary consequence of globalisation, but the side effects intensi-
fied growth of unemployment hit lower qualified workers the hardest. At a time of 
economic boost, employment increases to a smaller extent than production, but at 
a time of economic downturn, it decreases faster than production. According to 
Rifkin (1995), one of the main reasons for the decrease in labour demand is the 
increase in mechanisation and automation. 

The shift to mass production and the high degree of mechanisation also led to a 
change in the nature of work. Because of mechanisation, work has become less 
dangerous, but also, in some cases, tedious. From as humanist point of view, the 
change in work in market economies has destroyed the human personality, re-
duced curiosity and talent, and has made work boring and monotonous. According 
to Rimler (1999), due to changing conditions, a new concept of work is needed. In 
the past, the emphasis was on the social integration of work, while now it is on 
personal development. Technological development has also changed the demand 
for labour by significantly reducing direct human input. As a result of this, for many 
people, paid work no longer is a means of social integration, recognition, and ac-
ceptance. Furthermore, it is possible to link personal development to work more 
closely because of its richness in content. The view of the 20th century - production 
is for consumption - may be reversed: We need to consume to produce. Any activity 
intended to create or maintain a personal or interpersonal civilizational, cultural, 
legal, political, or economic value is regarded as work. The obvious purpose of eco-
nomic work is to produce goods and services of economic value. 

Török (2006) predicts that we are going to move beyond the wage-labour society; 
he believes that high unemployment may mean the end of the labour society. In 
his view, the restoration of full employment has moved to the world of illusions 
and is no longer feasible, due to the effects of globalisation such as the relocation 
of industrial mass production to cheaper countries. According to Artner (2006), in 
capitalism, most people can survive only by marketing their labour force. The term 
“human capital” thus serves to obviate the difference between the nature and cap-
italist application of labour and privately-owned means of production (capital), that 
is, to deprive both sides of the productive forces of their social determination. Thus, 
for most people, work is not only theoretically but literally life itself. While this work 
is a mere cost to the capital employed by them. Ruling economics do not talk about 
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people or workers, it speaks about human capital. Csoba (2006) concludes in her 
book that although the historical “hour of wage labour society” has expired, the 
pursuit of an alternative has so far been only an attempt. In her later work, Csoba 
(2010) approached the concept of paid work from a completely new perspective: 
Decent work is a socially acknowledged, voluntary activity that ensures the costs of 
living of the person concerned and their family, as well as strengthening the fact of 
belonging to the community. 

It can be stated that the society of wage labour is gradually losing work, which is a 
significant problem. A redefinition of the concept of work is needed, as a significant 
part of society has already been pushed away from classical wage labour. A lower 
proportion of people of working age are employed in traditional forms of employ-
ment, whereas in the more developed European countries, atypical forms of work 
can already be considered as typical, as they are predominant. When reinterpreting 
the concept of work, the first question is whether we only consider paid work as 
work. The answer is no, because work also includes self-sufficiency farming, com-
munity work, and volunteering among others. Thus, the following vision emerges 
from the academic literature on sustainable employment policies: Breaking with 
the illusion of full employment and boundless globalisation, employment in a global 
network of local communities is given a whole new framework of interpretation. 
By extending the material nature of economic definition of needs with its relational 
and self-realisation elements, the concept of work is also transformed. Employ-
ment does not stop at the boundaries of paid work, and work for non-financial re-
wards, such as the individual’s self-fulfilment or the community well-being, also 
increasingly becomes accepted as work (Király et al. 2012). 

In addition to the spatial reorganisation of global labour demand, there is an equal-
isation that reduces the gap between centres and peripheral areas (Lipták 2009). 
Very low wages are still evident in some countries of the Asian continent, but the 
results of the catching-up process are also evident. Indeed, technological advances 
and the increased use of machinery in manufacturing companies are pushing some 
workers out of the labour market, especially those with low levels of education. In 
the case of highly skilled workers (for example, accountants), adapting to changing 
conditions is much quicker; also, the mechanisation of non-manual workflows is 
more difficult than the mechanisation of the work of a regular worker, putting peo-
ple with lower qualifications typically working in such traditional jobs at a higher 
risk of unemployment than others. 
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In the literature, the concept of the “20/80 society” is frequently listed as an effect 
of globalisation on the labour market (Rifkin 1995, Martin and Schumann 1998). 
According to this concept, 20 per cent of the total population being employed will 
be enough in the future to keep the global economy going. The future of the labour 
market raises several questions: What will happen to the workers excluded from 
the labour market? How can human workforce compete with machines and should 
this situation be conceptualised as competition at all? What new types of jobs and 
what kind of educational training will be needed in the future? 

Globalisation and Digitalisation 

Globalised markets have increasingly opened opportunities for digitalisation. The 
questions of digitalisation will require rethinking issues such as legal responsibility 
(Pusztahelyi 2019). Liability issues may require the reestablishment of a complex of 
legal institutions, perhaps along the lines of the theory of the liability of dangerous 
activities.20 The transformation of the relationship between the decision-making 
competences of the employer and their legal responsibilities will be crucial. Due to 
the complexity of the issue, we cannot investigate the phenomenon in detail. 

What is certain is that cooperative robots that support decision-making can change 
legal responsibilities (Bobkov et al. 2018). Easy access to smart robots, their lower 
cost of maintenance, and increased efficiency in their work are pushing lower-
skilled workers out of the labour market. In this context, the question arises of how 
to create new jobs that also provide job opportunities for lower-qualified workers. 
Although these jobs will come into being, they will require a completely different 
interpretation of lower-skilled jobs. These jobs will also require workers to learn 
new competences. However, it should also be considered that the number of jobs 
created will not necessarily be as high as those that are lost. In addition, it must be 
considered that not all employees are able to learn these new competences. Issues 
related to the functioning of the social welfare system will be linked to labour law 
problems. The basic question will be, what kind of care should be given to those 

 
20 The use of digital technology is a high-risk activity. The law has an own category for this liability 
form: For example, a car is considered a high-risk technology; the driving or self-driving of a car 
therefore is considered a high-risk (or dangerous) activity. If digital technology is used in the la-
bour market, the same strict liability forms for high-risk activities must be applied to both labour 
law and industrial relations.  
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who lose their jobs due to digitalisation and how long should they be supported 
financially? 

The transformation of employment relations through digitalisation will affect all 
segments of economy. According to data from 2018, 68.8 per cent of the workforce 
was employed by small and medium-sized enterprises (SMEs).21 Accordingly, these 
businesses also need to be prepared for change. However, it also becomes evident 
in a strategic document prepared by the Hungarian Government that the participa-
tion of SME employees in adult education is low. OECD countries show that em-
ployees in SMEs are 50 per cent less involved in training activities than employees 
of large companies. In 2015, the share of employees in continuous vocational train-
ing in Hungary was only about half of the European average and one third of the 
value measured in the Czech Republic.22 The importance of this issue for the labour 
market is best illustrated by one of Martin Ford's ideas: 

“And, as a small business owner, I’ve watched as technology has transformed the way I run 
my business - in particular, how it has dramatically reduced the need to hire employees to 
perform many of the routine tasks that have always been essential to the operation of any 
business.” (Ford 2015: 33) 

This also means that those fewer workers must be better qualified. It should be 
emphasised from the data of the above-mentioned strategy that this requirement 
puts SMEs in a difficult employment situation not only in Hungary, but also in other 
Central European countries. When asked, 39.8 per cent of Hungarian SMEs re-
ported that the biggest challenge for them was the recruitment of a qualified la-
bour force, compared to 31.2 per cent in the Czech Republic and 26.6 per cent in 
Poland. 

 
21 https://www.kormany.hu/download/5/f7/b1000/KKV_Strategia.pdf. 
22 https://www.kormany.hu/download/5/f7/b1000/KKV_Strategia.pdf. 
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General and Labour Laws and Regulations of SMEs in Hungary and Po-
land 

SMEs in Hungary 

In order to clarify the general legal framework and the specific legal framework, it 
is necessary to look at what the abbreviation “SME” means. In Hungary, the defini-
tion of SMEs is determined in Act XXXIV of 200423, and the support provided to such 
enterprises is based on Article 2 of the Annex to Commission Recommendation 
2003/361/EC24. According to this, there are three categories within the definition 
of SMEs: micro-, small, and medium-sized enterprises, which are commonly re-
ferred to as small and medium-sized enterprises, or SMEs (Szira 2014). In the EU, 
SMEs are companies with fewer than 250 employees, provided that they are inde-
pendent of other companies and that their income does not exceed EUR 50 million. 
There are other categories within SMEs, which are mainly related to the employ-
ment rate. Based on these, enterprises with ten or less persons are considered mi-
cro-enterprises, enterprises with ten to 49 persons are small enterprises, and en-
terprises with 50 to 249 persons are considered medium-sized enterprises. The ac-
counting firms we investigate are typically micro-enterprises and small businesses, 
but there are businesses with more than 50 employees, too.25 

Due to their size, some of the labour laws and regulations legislated for typically 
large employers may not be applicable to these types of businesses or may be ap-
plicable only with significant changes. We understand that most of the collective 
labour laws and regulations are not applicable to micro-enterprises and small busi-
nesses in the categories listed above. A fundamental question is how the size of the 
company is related to the application of general legal and labour law frameworks. 
Contradictory effects should be investigated in parallel between the size of the 
firms and general labour law. Indeed, some studies confirm that the SME sector 
has the lowest quality of labour force (Homicskó and Kun 2015). It should also be 
noted that in small businesses, labour relations tend to be much more informal 

 
23 Hungary, Government Act of XXXIV of 2004 on Small and Medium-Sized Enterprises and Sup-
porting Their Development. 
24 Commission Recommendation of 6 May 2003 Concerning the Definition of Micro, Small and 
Medium-Sized Enterprises (2003/361/EC). 
25 Commission Recommendation of 6 May 2003 Concerning the Definition of Micro, Small and 
Medium-Sized Enterprises (2003/361/EC). 
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than in larger companies. Basically, a stronger level of trust between employer and 
employee, usually stemming from family relationships between the parties (Biagi 
1995), does not prevent labour law violations. The figures by the International La-
bour Organization (ILO) show lower wages and longer working hours in the SME 
sector, which is dependent on the above (ILO 2018). The human resources man-
agement (HRM) of an SME oftentimes is less professional than that of larger com-
panies. This becomes well-illustrated when looking at the impact of digitalisation 
on recruitment and the quality of services provided. 

The basic question is whether there is a legal need for a facilitated path for SMEs. 
There are several international examples that recognise the need for this. Many ILO 
conventions26 permit differentiations based on the size of the employing company. 
There were also special provisions in Hungarian law for micro-companies, which 
limited the employer's liability for damages. Under Hungarian law, the employer's 
liability for damages is objective; only in a small number of cases may the objective 
responsibility be escaped. One such quasi-option was to limit the liability of an in-
dividual employing up to ten full-time employees. In the case of these micro-com-
panies, the liability of the employer was subjective. This rule created the oppor-
tunity for a somewhat differentiated set of rules than would otherwise have been 
created for large companies (Marencsák 2010). The explanatory memorandum to 
the Hungarian Labour Code27 and the minister’s note also emphasises that the leg-
islator does not want to impose stricter consequences on these “low-income” em-
ployers (mainly individuals employing employees on an ad hoc basis and the self-
employed), as their resources are very limited. According to the minister’s opinion, 
in the case of the objective liability of these “low-income” employers, the employ-
er's obligation to compensate would deprive them of the resources necessary for 
their operation and eliminate the economic basis of their operation. In Decision 
41/2009, the Hungarian Constitutional Court considered this solution to be con-
trary to the Hungarian Constitution regarding the right to work and the practice of 
international law.28 

 
26 For example, the following ILO conventions: International Labour Organization (ILO) C001 - 
Hours of Work (Industry) Convention, 1919 (No. 1); C030 - Hours of Work (Commerce and Offices) 
Convention, 1930 (No. 30); C081 - Labour Inspection Convention, 1947 (No. 81); and C158 - Ter-
mination of Employment Convention, 1982 (No. 158). 
27 Hungary, Government Act I. 2012 on the Labour Code. 
28 Hungary, Constitutional Court, Decision 41/2009. 
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As a result, Hungarian labour law and labour market rules do not directly regulate 
SMEs. However, this does not mean that there are no special labour market instru-
ments that promote employment. During our research, we concluded that there 
are similarities between the Hungarian and Polish solutions. The Polish solutions 
are explained in more detail in the following sections, but we will highlight the sim-
ilarities here already. A major common feature of the labour regulations in the two 
countries is the use of the employment agency activity as an employment policy 
instrument. 

In Hungarian law, Article 6 of Act IV of 1991 on the Promotion of Employment and 
the Provision of Benefits to the Unemployed29 deals with employment agency ac-
tivity as an employment policy instrument. The significance of this act lies in the 
fact that it provides SMEs with the opportunity to “acquire” labour force through 
employment agency activity. Employment agency activity means a service designed 
to facilitate the meeting of jobseekers and employers, which includes the obliga-
tion to provide information. For Hungary, detailed rules are contained in the Gov-
ernment Decree 118/2001 (VI. 30.)30: According to Paragraph 11 of the Decree, the 
private employment agency has to inform jobseekers about the main characteris-
tics of the positions, in particular about the qualifications needed, the experience 
required, the place and time of employment, the relevant work schedule, the work-
ing time schedule, and the expected earning potential. Beside the state employ-
ment body, employment agency activity can be carried out by a person who meets 
the requirements as stated in the decree. 

Employment agency activity is usually accompanied by support programmes. These 
programmes are mainly funded by the European Union (EU), which seeks to im-
prove the labour market situation. However, it is important to add that employ-
ment agency activity is different from temporary agency work. Labour market ten-
ders for SMEs usually involve the compensation or temporary assumption of wage 
costs related to the employment of new labour. In many cases, these programmes 
can improve the chances for businesses to find and hire high-qualified workers. 

 
29 Hungary, Government Act IV of 1991 on the Promotion of Employment and the Provision of 
Benefits to the Unemployed. 
30 Hungary, Government Decree 118/2001 on Private Employment Offices and Hiring out of La-
bour. 
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Effects of the COVID-19 pandemic 

In the light of the above-mentioned, we can note that ILO Recommendation No. 
189 6.(1)(b) (ILO 1998) says the following: “Members should consider policies that 
create conditions which (...) ensure the non-discriminatory application of labour 
legislation to raise the quality of employment in SMEs”. It is worth it to analyse if 
and how the recommendation of the ILO is implemented in SMEs of different eco-
nomic sectors, including SMEs in accounting that we scrutinise. 

Furthermore, the importance of digitalisation and the urgent need to implement it 
become quite clear against the background of the latest labour market difficulties 
caused by the COVID-19 pandemic. In this context, it might be also become visible 
that perhaps SMEs actually are able to adapt faster than large companies; at least 
so are accounting offices, since some of the accounting tasks are already done in 
teleworking/home offices. Thus, one could state that the dissolution of SME oper-
ations had already begun earlier. Crowdsourcing may be a solution not only for 
traditional accounting firms, but also in other segments. It refers to the activity 
when an enterprise or an organisation outsources a function previously performed 
by its own employees to a (typically large) outsourced to a group, not set out in 
advance in the form of an open call. The goal is to complete tasks quickly and effi-
ciently. In addition, the parties are leaving their own local area in the virtual space, 
thus widening the labour market, and going beyond the local level. Typically, crowd 
work is an alternative in connection with jobs that are intellectual (non-manual) 
and creative, such as translation, selling iStockphotos, or accounting tasks analysed 
by us. 

These new forms of employment fundamentally change the position of SMEs in the 
labour market and pose new challenges to classical SMEs, in particular because of 
the lack of specific legal regulation for this segment of the labour market. SMEs 
operating under existing labour law are trapped within the rules of large companies 
and therefore they are at a disadvantage in tackling this new challenge. The ques-
tions of how general the disadvantage is and how it is reflected in the accounting 
field are analysed below in connection with both Hungary and Poland. 

The impact of COVID-19 in general should also be examined for the SME sector. 
When discussing the importance of the digital presence, we need to highlight the 
increased responsibility that comes with it. By this we do not mean general labour 
law responsibility, but social responsibility, hereinafter referred to as corporate so-
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cial responsibility (CSR). The labour market situation caused by the pandemic gen-
erates the need for employers to use CSR tools outside the framework of labour 
law. The legal framework for CSR is not entirely clear, as it is not a legal concept 
(Szegedi-Mélypataki 2016, Mikonowicz et al. 2019, Balaton-Horváth 2019), but 
brings together several employment policy principles and labour law provisions 
that can help vulnerable employees. However, it should be added that the applica-
tion of CSR is not quite common in the Hungarian SME sector, at least not its con-
scious application. In our view, sustainability requires an extended interpretation 
of social interest and responsibility that is achieved simultaneously with real eco-
nomic goals. A good example of this is the UK Social Value Act31, which aims to 
support SMEs and the Voluntary Community and Social Enterprise (VCSE) sector in 
gaining greater access to advertised projects and increasing their chance to com-
pete for drawing up contracts with public institutions and authorities (Jakab and 
Ráczi 2019). Translating this into the domestic model would better support the con-
scious CSR activities of SMEs. 

Such conscious activity can be experienced primarily in those small Hungarian com-
panies that consciously deal with brand and branding. An essential element of the 
branding is human resources management (HRM) (Papp-Váry et al. 2020). The ap-
plication of special labour law rules due to epidemiological measures has also 
aimed to reduce the burden on SMEs. This is because the turmoil in global systems 
will have a significant impact on the activities and services they can provide, so 
employment structure and recruitment practices will also adapt to this. Part of the 
relevant labour law rules related to the epidemic, which also affect SMEs, is laid 
down in Section 6 of Government Decree 47/2020 of 18 March 202032. According 
to Section 6(4) of the Decree, the employee and the employer may deviate from 
the provisions of the Labour Code33 in a separate agreement. Under this provision, 
within certain extended limits, the parties may conclude a contract concerning al-
most any legal provision. Gábor Kártyás emphasises that this one sentence moves 
the cornerstone of the entire labour law regulation. The main purpose of labour 
law, as a branch of law of protection, is to lay down minimum protection rules pre-
cisely for employees, from which the parties may not derogate by agreement or 

 
31 United Kingdom (UK), Government Act of 8 March 2012 on Public Services (Social Value Act). 
32 Hungary, Government Decree 47/2020 (18 March) on Immediate Measures Necessary for Al-
leviating the Effects of the Coronavirus Pandemic on National Economy. 
33 Hungary, Government Act I. 2012 on the Labour Code. 
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only for the benefit of the employee (Kártyás 2020). In our opinion, these legal pro-
visions must be implemented in the context of social innovation, as innovative so-
lutions that do not increase the vulnerability of employees will be the key for both 
businesses and workers. 

SMEs in Poland 

In Polish economic sciences, when defining SMEs, two groups of criteria are most 
often taken into consideration: quantitative (number of employees, turnover, and 
size of the market) and qualitative criteria (ownership and management unity, de-
cision-making and financial independence, degree of flattening of the organisa-
tional structure, innovation, management system, and the market share) (Piasecki 
2001, Barański 2019a). 

In Polish law, there are definitely “strong correlations between the legal notions of 
an entrepreneur and an employer, though they rarely occur jointly in specific nor-
mative solutions” (Barański 2019a: 11). In the provisions of the Act of 6 March 2018 
– Entrepreneurs Law34, the legislator defined a micro, small and medium-sized en-
trepreneur. The average annual employment for a given entrepreneur, for the pur-
poses of its possible qualification into one of the indicated categories of entrepre-
neurs, is determined in full-time equivalents, excluding employees on maternity 
leave, leave on maternity leave terms, paternity leave, parental leave and upbring-
ing leave, and also being employed for the purpose of vocational training35. For this 
reason, it is emphasised in the literature that “under the Polish labour law, the 
main, if not the only, criteria for differentiating the legal status of employers are 
quantitative criteria - diversification due to the size of employment” (Barański 
2019a: 17; see also Mikołajewska-Böning 2006: 40, Łaga 2016: 174). At the same 
time, the literature also formulates attempts to develop concepts of micro, small 
and medium-sized enterprises as employers, because the numerical criterion char-
acteristic of labour law does not correspond to the provisions of the Entrepreneurs 
Law (Gładoch 2013, Szmit 2013, Barański 2019a). 

 
34 Poland, Government Act of 6 March 2018 - Entrepreneurs Law (Journal of Laws of 2018, item 
646 with amendments). 
35 Poland, Government Act of 6 March 2018 - Entrepreneurs Law (Journal of Laws of 2018, item 
646 with amendments), Article 7(3): “In the case of an undertaking operating for less than a year, 
its expected net turnover from the sale of goods, goods and services and financial operations as 
well as average annual employment is determined based on data for the last period documented 
by the entrepreneur”. 
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More and more SMEs in Poland are finding innovative ways to recruit and retain 
skilled labour. What should be highlighted among modern employee recruitment 
techniques, from the perspective of Polish legal regulations, are first the solutions 
adopted based on the Act of 20 April 2004 on Employment Promotion and Labour 
Market Institutions36. Pursuant to Article 18(1) point 1 of that Act, conducting busi-
ness activity in the field of job brokerage services (private job brokerage), along 
with personnel consultancy, occupational guidance, and temporary work, shall be 
a regulated activity and shall require an entry into the register of subjects operating 
employment agencies. 

In turn, Article 18c(2) point 4 of the aforementioned Act37 provides, among other 
things, that “collecting in the form of an electronic document and providing infor-
mation on vacancies and sought-after job via IT systems does not require an entry 
into the register of subjects operating employment agencies”. Unfortunately, pro-
visions of Article 18(1) point 1 and Article 18c(2) point 4 of the Act, due to their far-
reaching imprecision, raise the question about the mutual relationship between 
those provisions. In particular, it is not clear whether the services listed in Article 
18c(2) point 4 of the Act fall within the conceptual scope of private job brokerage, 
or, on the contrary, whether they constitute services that cannot be classified as 
private job brokerage (Barański 2019b). In the case of services regulated in Article 
18c(2) point 4 of the Act, their purpose was indirectly indicated by specifying the 
type of information collected and made available by the client. Since the infor-
mation refers to vacancies and sought-after jobs, it should be assumed that those 
services “will usually be provided as an opportunity to conclude a contract” (pas-
sive job brokerage) (Barański 2019b: 139). At the same time, “the regulation in 
question should also cover contracts, the subject of which will be the collection and 
sharing of information about vacancies and sought-after jobs, for example for sta-
tistical purposes or as a part of the so-called business intelligence” (Barański 2019b: 
139).  

In the case of passive job brokerage, existing databases, or social networking sites, 
especially business-oriented websites are being used more and more. As part of 

 
36 Poland, Government Act of 20 April 2004 on Promotion of Employment and on Labour Market 
Institutions (Journal of Laws of 2004, No. 99, item 1001 with amendments). 
37 Poland, Government Act of 20 April 2004 on Promotion of Employment and on Labour Market 
Institutions (Journal of Laws of 2004, No. 99, item 1001 with amendments). 
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such modern recruitment techniques, applicants usually fill out an online applica-
tion form or participate in talent acquisition programmes (also called talent man-
agement).38 In economic sciences, those techniques are usually referred to as net-
working and e-recruitment (Olszak 2014). However, it should be remembered that 
the EU39 and national provisions (for example, the Polish Labour Code40) on the 
protection of personal data always must be applied, also during any activities un-
dertaken in connection with passive job brokerage. 

Among other modern recruitment techniques used by SMEs, one should distinguish 
in particular a) the method of group psychological examination (also referred to as 
the “assessment centre” or “integrated assessment”) and b) neurolinguistic pro-
gramming (NLP)41, which raises considerable doubts (including in the fields of hu-
man rights, labour law, and personal data protection law) (Borowska and Figiel). 

One of the key issues in retaining skilled labour is age management. Age manage-
ment understood in a traditional way corresponds to the cycle from the employee's 
entry into the organisation to their departure, including the following areas: re-
cruitment, training, development and promotion, organisation of work, health 
care, termination of employment, and retirement (Wiktorowicz and Warwas 2017). 
The extended and more current approach to age management emphasises “com-
petence management (knowledge, skills, motivations, attitudes, self-image) of ma-
ture employees, including training, knowledge development and management; 
WLB (Work-Life Balance), such as issues related to achieving a balance between 

 
38 Of course, such actions may also be undertaken by the employer (recruiters employed by the 
employer), provided that these actions are in accordance with the provisions of generally appli-
cable law. 
39 European Union (EU), Regulation 2016/679 of the European Parliament and of the Council of 
27 April 2016 on the Protection of Natural Persons with Regard to the Processing of Personal 
Data and on the Free Movement of Such Data, and Repealing Directive 95/46/EC (General Data 
Protection Regulation). 
40 According to Article 22(1), Paragraph 1 of the Polish Labour Code, ”an employer demands a 
person applying for emplyment to provide the following personal data, including: 1) name(s) and 
surname; 2) date of birth; 3) contact data indicated by such a person; 4) education; 5) profes-
sional experience; 6) employment history”. Poland, Government Act of 26 June 1974 - Labour 
Code (Journal of Laws of 1974, No. 24, item 344 with amendments).  
41 Neurolinguistic programming (NLP) is “a collection of knowledge about the way we operate, 
use and develop our mind (brain) in complicity with our body, which is the receptor (seeing, hear-
ing, tasting, smelling, feeling) reality for that mind. NLP is both a system of theoretical models 
that understand the structure of human experience and activities, as well as a set of practical 
methods that support constructive change and development” (Olszak 2014: 290-291). 
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work and private and family life, including prevention and health protection; moti-
vating, commitment and well-being of mature employees” (Wiktorowicz and 
Warwas 2017: 73).  

In the case of younger employees, factors that determine if they stay in employ-
ment with a given employer often revolve around completely different issues. 
Those include the use of innovative tools and solutions or the provision of flexible 
working time and a sense of independence (Deloitte 2014). 

However, the basic technique of retaining valuable employees is still represented 
by the introduction of appropriate pay regulations in workplaces (for example, bo-
nus regulations including the so-called retention bonus, the amount of which in-
creases with the course of employment). In that regard, measures that are becom-
ing more and more popular are the package remuneration systems, in which em-
ployees have the option of choosing specific types of benefits within the amount 
provided for individual positions (taking into account the principle of equal treat-
ment in employment). 

Undoubtedly, various systems for improving one’s professional qualifications are 
also of significant importance in employee retention (including the mentoring pro-
grams at the workplace, which connect employees of different generations and en-
sures effective transfer of knowledge). 

The current global economic crisis caused by the COVID-19 pandemic may be a 
good reason to introduce changes in employers, including SMEs, by permanently 
integrating CSR with business operations. Certainly, “internal relations within the 
enterprise, especially regarding employees, are the sphere where corporate social 
responsibility should be particularly important during the crisis” (Bernatt 2010).. 

Such actions will not only affect the retention of qualified employees, but also the 
search for valuable employees, even still after the economic crisis triggered by the 
pandemic has ended. 

SMEs for SMEs 

Digitalisation, which sweeps through all areas of life, also affects accounting. The 
6D model of Peter Diamandis and Steven Kotler aims to show how digital technol-
ogy is evolving and what change this evolution will bring to the world around us 
(Diamandis and Kotler 2015). The first stage (1D) is digitalisation itself, when the 
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information is put into digital form, that is, it will be suitable for computer pro-
cessing. In the field of the accounting profession, this means recording invoices into 
an accounting programme. In the next stage (2D), the nature of the digital process 
is described, which is characterised initially by growing slowly, unnoticeably, and 
then, after a point, its growth soars rapidly, and they are eliminated. After the de-
struction comes the stage (3D) when the positive effects of change due to digitali-
sation dominate, for example, when digital technologies become accesible for eve-
ryone and everywhere. As a result of digitalisation, a structural change is taking 
place in the focal points of the accounting service. Currently, data recording domi-
nates, be it accounting data or tax data. This data recording-based service model is 
evolving today, with an increasing emphasis on consulting-focused service. 

This section of our study presents this process through the example of a Hungarian 
accounting firm (Orosz 2018). We look at how the accounting firm makes use of the 
opportunities provided by digitalisation and how it looks from the standpoint of 
clients. The accounting firm was established in 2011 with the goal of providing ac-
counting services to SMEs as well as sole proprietors, foundations, and associa-
tions. The firm is currently associated with a total of 86 companies, performs ac-
counting and payroll tasks, and furthermore provides general legal advice to its cli-
ents. The managing director manages the day-to-day operations of the company, 
with the participation of four employees, and in a family atmosphere. Employees 
maintain close contact with their customers and are constantly available to them 
to resolve all possible issues and problems affecting their business.42 

The firm opted for a cloud-based service, otherwise known as “cloud computing”, 
to process its invoices. The benefits are clear: They are not tied to a fixed place and 
can have access to the materials they need to work with almost anywhere, anytime. 
This solution allows for flexible scheduling for both office staff and clients. By using 
a cloud-based service, the office is not only free from the cost of hardware and 
software purchases, but also from immense costs of maintaining the building of the 
office. After all, this solution supports not only flexible working hours, but also 
home offices. This flexibility has helped maintain and increase the competitiveness 
of the accounting firm in previous years. However, in the situation that emerged in 
March 2020 due to COVID-19, this is no longer just a means of competitiveness but 
also of survival. 

 
42 This form of relationship, as we shall see, does not require a personal presence. The solutions 
used by the firm allow for smooth working even during the COVID-19 crisis. 
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Accountants spend most of their time processing data, that is, processing incoming 
invoices. Suppliers’ invoices are processed by the Billcity accounting software. The 
Billcity programme recognises the number of invoices, partner data, and amount 
on the invoices with 85 per cent accuracy. The Institute of Management Account-
ants (IMA) accounting programme makes cloud-based operations possible, which 
allows one to post and perform various queries from the posted data anywhere 
and anytime. The programme requires an active Internet connection and a Mi-
crosoft Windows operating system. The firm also uses a programme called Viki (a 
software assistant accountant), which helps accountants in a way that they do not 
have to manually send all kinds of tax and contribution notifications to their clients. 
The primary goal of the solutions presented so far has been to minimise the work 
involved in data management in the past. By now, the objective function has been 
expanded with flexibility, both in terms of working hours, place of work, and cus-
tomer relations. But what about the company’s advisory function? To get to know 
the expectations of the customers on that issue, we conducted a questionnaire sur-
vey. 

The purpose of the questionnaire survey was to identify whether there was a need 
for clients to utilise a management reporting system to be developed by the ac-
counting firm. The query was created by using Google Forms. The questionnaire 
consisted of the following sections: data on ownership and management, questions 
related to the operation of the business, and questions related to management in-
formation needs. 

The questionnaire (in Hungarian) was sent by the head of the office to the clients. 
Out of 86, 57 customers (companies) completed the questionnaire. Of these, 64.92 
per cent of the respondents are micro-, 33.33 per cent small, and 1.75 per cent 
medium-sized enterprises. The type of company is distributed as follows: 47.36 per 
cent are limited liability companies, 21.07 per cent sole proprietorships, 19.29 per 
cent non-profit organisations, and 12.28 per cent limited partnerships. In terms of 
sectoral classification, 22.8 per cent of the sample include companies operating in 
the field of education, 19.29 per cent in trade, 12.28 per cent in real estate, 7 per 
cent in financial and insurance activities, 7 per cent in construction, 19.29 per cent 
in other services, and 5.26 per cent in accommodation, food and beverages, and 
transportation and warehousing. 
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Of the respondents, 91.22 per cent have heard of a controlling approach or system 
before, although 78.94 per cent do not use controlling methods to increase com-
petitiveness. When hearing the term “controlling”, most of the customers think of 
controlling the operation of the company, but many are also aware that it also 
means planning, auditing, and providing information. Nevertheless, 17.54 per cent 
of all respondents consier controlling to be an expensive and meaningless system. 

In the third part of the questionnaire, we examined how important the reports in 
the questionnaire were considered by the clients of the office. A five-point Likert 
scale was used for the measurement of importance (1: not at all, 2: less important, 
3: moderately important, 4: important, 5: extremely important). Concerning re-
ports on turnover, both limited liability companies and limited partnerships each 
give a 5 (extremely important); 83 per cent of sole proprietors rate the importance 
of the report on turnover with 5 (extremely important), too. However, the non-
profit sector is divided on this question, with most organisations (60 per cent) con-
sidering the report on turnover to be moderately important (rated with 3). The 
evolution of costs is considered very important (rated with 4) to all respondents. In 
most cases, monthly reports would be preferred. Only 25 per cent of sole proprie-
tors and 28 per cent of non-profit organisations think that a quarterly report on 
cost trends was sufficient (instead of a monthly report). All in all, clients would be 
happy to receive regular reports on the income statement (average of 4.6): Except 
for one response, only the scores of 4 (very important) and 5 (extremely important) 
are included in the responses. One respondent rate it with a 3 (moderately im-
portant), 22 respondents vote for the score of 4 (very important) and 34 for the 
score of 5 (extremely important). 

Based on previous surveys (Fenyves and Tarnóczi 2019, Fenyves et al. 2018, Bozsik 
et al. 2019), reports on the cash flow are more informative for the managers of 
small companies than the reports on the development of the result. This survey 
could confirm this: For all forms of company, respondents considered cash flow 
reporting to be more important than income statement. Next, we will take a closer 
look at the average values and the proportion of the highest value in both cases: 

• sole proprietor: average 4.5 to 4.7, proportion of highest value 58 to 67 per 
cent; 

• limited partnership: average 4.4 to 4.9, proportion of highest value 43 to 86 
per cent; 

• limited liability company: average 4.7 to 4.8, proportion of highest value 74 
to 85 per cent; 
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• non-profit organisation: average 4.4 to 4.7, proportion of highest value 36 to 
72 per cent. 

The need to receive reports on the most successful product or service varies widely. 
Customers consider this type of report to be moderately important (rated with 3). 
At the same time, we can see great differences for each form of company: The av-
erage for limited liability companies is 4.0, for limited partnerships 3.1, for sole pro-
prietorships 2.3, and for non-profit organisations 1.4. In the case of the detection 
of the customers with the highest turnover, the same pattern can be observed. 
Most of the points were given by limited liability companies; of the limited liability 
companies, 77 per cent would like to see a summary made on their top customers, 
while sole proprietors and non-profit organisations typically gave 1 point (not at all 
important) to the reports that can be prepared about customers. Examining the 
claims, limited liability companies demand this type of report the most, with 5 
points (extremely important) given by a total of 18 clients. This type of report is not 
important for sole proprietors, as 66.66 per cent of all micro-enterprises gave it 
only 1 point (not at all important). 

In the survey, respondents were also asked about the services of the accounting 
firm. All respondents would welcome a report by the office on pre-calculated, ex-
pected annual results, and sales revenue. This would help them judge whether they 
are on the right track (through a comparison of plan-fact data). Businesses are open 
to self-control (87.71 per cent of respondents would like to expand their knowledge 
of controlling as well), as all the clients felt that it was necessary to expand the role 
of accountants towards consulting. 

Conclusion 

Concerning SMEs, the changed situation due to the crisis caused by the COVID-19 
pandemic is speeding up several processes that would otherwise have been due 
only in the near future. SMEs are in an easy and a difficult situation at the same 
time. On the one hand, their situation is difficult because services provided by them 
demand personal relations with clients. On the other hand, it has also become eas-
ier for them than for multinational companies, because SMEs are able to adapt to 
the new circumstances faster, as their quantity of human resources that must be 
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shifted to a different type of working method is lower. The crisis in the labour mar-
ket will also affect human resources (HR) processes and the management of the 
existing workforce. 

The crisis can also bring about interesting new phenomena. On the one hand, in 
both Hungary and Poland, the outflow of labour to the Western part of the EU has 
been a major problem. In the situation caused by the COVID-19 pandemic, this pro-
cess is somewhat reversed: Some workers have returned from Western countries 
because of the virus and have no plans to go abroad again. Another trend is the 
challenges posed by digitalisation. 

In our study, we have concluded that the current circumstances reinforce the ex-
amination of two proposed solutions. The accounting firm presented in our case 
study is a good example for the fact that digitalisation tools are not necessarily and 
always aimed at taking away jobs from employee but can also help them keep their 
jobs. Another important phenomenon is the relationship between CSR and SMEs. 
The importance of this stems, on the one hand, from the fact that neither Polish 
nor Hungarian labour law deals specifically with SMEs; thus, these businesses must 
invent alternatives within the legal framework. On the other hand, the globalised 
world has become narrow in the current situation; therefore, it is necessary to fo-
cus on local communities, in which CSR strategies can help to reconcile both careful 
removal and recruitment as well as foster a healthy work-life balance. 

In our view, an important element of crisis management should be the develop-
ment and review of the business strategies of SMEs, with a focus on supporting CSR 
activities that contribute to the development of fair requirements of employment, 
the whitening of the economy, and the transformation of HR processes.  
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Regional Public Policy on the Use of ICT to Support Innovation 
and Growth: How Can Micro-Businesses and SMEs Be Supported 
Through Collaborative Initiatives in Clusters? 

Martine Gadille, Karine Guiderdoni-Jourdain and Robert Tchobanian 

Introduction 

In the early 2000s, at a time when the French national government was implement-
ing a policy of developing selective competitiveness hubs to support regional com-
munities of micro-businesses and small and medium-sized enterprises (SMEs), 
some Regional Councils embarked upon more regional development policies, in-
spired by the concept of “clusters” to support small businesses. The aim was for 
business associations to scale up their collaborative initiatives to the regional level 
as a means of driving economic development and innovation in the broadest sense. 
A regional cluster development policy was implemented in the Provence–Alpes–
Côte d’Azur (PACA) region beginning in 2006, just as it had been in the Rhône Alpes 
region in the early 2000s. In the PACA region, the policy first involved issuing a re-
quest for proposals (RFP) to establish Community Economic Development Hubs 
(Pôles de développement économique solidaire, PRIDES) to be submitted by groups 
of businesses with similar economic circumstances and aims. In the case of PACA, 
“the size of the region’s enterprises, which are smaller than the national average, 
can limit their development. One key aim is therefore to help them form networks 
(...) while improving their overall performance” (Région Provence–Alpes–Côte 
d’Azur 2007: 50). With financial support, these business groups would be tasked 
with activating five levers under the aegis of their strategic roadmaps: innovation, 
international activity, corporate social responsibility, staff training, and information 
and communication technologies (ICT). While the responsibility for the first four 
levers belongs to the region’s economic leaders, this chapter focuses on the fifth 
component, ICT, which belongs to a cross-functional “Digital Innovation and Econ-
omy” department within the Regional Council. This department is specifically 
tasked with planning and leading the work of the other departments (economy, 
innovation, and research) through the allocation and distribution of ICT. It is also 
responsible for managing RFPs for the implementation of the ICT lever in the de-
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velopment of the clusters. However, it comes under a double strain: it has to over-
come the digital divide that affects some SMEs and, at the same time, help imple-
ment networks and tools across shared business development strategies. While the 
issue of the digital divide between different types of enterprise often falls into the 
remit of the Chambers of Commerce and Industry (CCIs), with some regional sup-
port, in this case the region is trying to position itself as a leader through its financial 
support for digital innovation. 

The purpose of this chapter is to study how these business associations respond to 
policies promoting the pooling of services, resources, and tools through the adop-
tion of ICT. 

From a theoretical point of view, we draw on the concept of the meta-organisation 
to analyse how public–private policies promoting economic development and in-
novation impact micro-businesses and SMEs. This concept, which is broader than 
that of the cluster (Martin and Sunley 2003, Porter 1998), enables us to consider 
the dynamic relationship between the practice of grouping businesses into local 
networks and policies that promote the construction of new geographical districts 
for network members. In light of both the rationale for networks’s decisions to 
grant financial support and the way contracting processes work, there is a need to 
clarify and renegotiate the rules (Ganne 2000) governing the distribution of re-
sources, and especially intellectual resources (Pecqueur 2007), with regard to mar-
ket access. For our purposes, a meta-organisation is defined as a structure whose 
members are not individuals but organisations (Arhne and Brunsson 2004). In this 
respect, it has a transforming effect on a fragile environment because its own lead-
ership, rather than that of the government, is what shapes its members’s practices 
(Berkowitz and Dumez 2015, Dumez 2008, Gadille, Tremblay and Vion 2013). We 
focus on meta-organisations at the subnational level, with regional governance and 
implementation at the heart of our analysis. There are parallels between that re-
gional governance and the role of intermediaries in the economic development of 
regions (Cooke and Morgan 1998, Scott 1998). More recently, the new economic 
landscape has called for a review of the regional clusters policy and the adoption 
of a multi-level governance model that regulates commercial and non-commercial 
relations between the different regional and external stakeholders. This region-
specific approach to innovation would be based on sectoral diversification, inter-
national openness and a high level of diversity among stakeholders to reduce the 
risks associated with lock-in effects and self-referential behaviours (Cappellin 2010, 
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2017). However, organisations of organisations are not designed to be tools for im-
proving our understanding of the relationship between new types of region-specific 
government policies and the construction of collective identities through business 
associations. 

To answer our research question, we adopt a qualitative method that focuses on 
the analysis of three structurally different PRIDES: Culture Industries and Heritage, 
Business Tourism and Care Services.43 Despite the differences in their activities, the 
distinguishing feature of these types of cluster is that they have regional groups 
and administrative bodies as clients, suppliers, and trustees. 

After outlining our theoretical framework and methodology, we introduce the re-
gional policy of the PRIDES as well as the geographical boundaries of each cluster. 
We then analyse how each meta-organisation has made use of the public incentives 
for innovation and development through the use of ICT. We conclude with a dis-
cussion on the relevance and limits of public policy with regard to the geographical 
boundaries of these very diverse business groupings, all of which include a signifi-
cant number of SMEs. 

Theoretical Framework 

This section begins with a presentation of the theoretical and empirical approaches 
which, based on an understanding of organisational theory and industrial sociol-
ogy, examine the relationship between the ways in which SMEs are involved in the 
social division of labour, and how resources and technologies are created and dis-
tributed within the environment through collaborative initiatives. This theoretical 
prism is complemented by research approaches that are more firmly rooted in eco-
nomic geography and analyse the more territorial dynamics of businesses and how 
these dynamics lead enterprises to pool their assets to create new resources. 

 
43 The results presented are the fruit of a research project conducted by the authors, entitled 
“ICT-SME-CLUSTERS”, and funded by the PACA region. 
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SMEs in Regional Economies: Between Domination and Emancipation as a Result 
of Collaborative Initiatives 

The independence of SME owners in France has been a focus of research for many 
years. For example, on the subject of action by business owners during the institu-
tionalisation of the cross-sector social conflicts (led at the start of the 1970s by the 
National Council of French Employers (Conseil national du patronat français/CNPF), 
Bunel and Saglio note that business owners with fewer than 100 employees44 
within the metropolitan areas of Saint-Etienne, Roanne, and Lyon wanted to steer 
clear of any collective action involving business owners and free to make decisions 
about their businesses unilaterally without the need to enter into any kind of bar-
gaining (Bunel and Saglio 1979). According to Sellier (1984), the structural origin of 
this split within the world of business owners is the way in which larger businesses 
have developed in France, namely with excessive and economically detrimental 
technical engineering, bureaucratic organisational structures, and slow-moving 
consumer markets. By contrast, the work of SMEs is based upon the principles and 
practices of private reasoning (Sellier 1984). Indeed, in the second half of the twen-
tieth century, any collective action led by SME owners tended to be characterised 
by urgent interventions in local production systems, that is in crisis situations, ra-
ther than by creative collaborative activity (Raveyre and Saglio 1984, Saglio 1991). 

The creation of industrial districts has been an exception to the rule in French in-
dustry for a long time, despite policy around local production systems (systèmes 
productifs locaux/SPLs). The industrial districts used as a benchmark for the con-
cept of clusters and related policies are given as a social and economic whole: their 
success is dependent on social and administrative aspects that go far beyond purely 
economic factors (Bagnasco, Sabel and Brusco 1994, Pyke and Sengenberger 1990) 
so they need to be considered in the context of global socioeconomic changes 
(Piore and Sabel 1984). In Italy, the traditional approach based on industrial dis-
tricts suggests that they may have been the driving force behind the economic 
changes in the north of the country from the 1970s to the 1990s thanks to the 
specificities of the geopolitical and economic context, the social makeup of the en-
trepreneurs and the subculture prevailing in the spheres of politics, technology, 
and markets (Sabel 1994, Segreto 2006). In France, such structures are much rarer 
and have not always survived globalisation. In the case of France, however, Hancké 
(1998) pushes for an overarching strategy to improve the quality of French SMEs in 

 
44 Taken from a sample of over 50 employees. 



107 
 
the different regions based on vertical relationships with major contractors. 
Courault (2000) also argues that industrial districts should not be compared with 
French industrial systems that have a high proportion of SMEs. In the case of 
Choletais, a kind of industrial district for French textiles and apparel, Courault 
(2005) highlights its globalisation as an example of a successful strategic refocusing 
of SMEs. These enterprises now focus less on production and more on distribution, 
thereby requiring manufacturers to constantly update their offering. He concludes 
that this is a historically significant approach to economic development because, 
though rooted in tradition, it has survived in ways that largely ran counter to the 
dominant forms elsewhere in France (Courault 2006). 

New Geographical Boundaries of Business Networks 

The emergence of external economies of scale, with waves of international com-
panies setting up operations and an increasingly educated working population, has 
transformed regional SME communities through swarming processes, often as a 
result of social plans (Garnier and Zimmermann 2006). At the same time, more 
spontaneous entrepreneurial activities have been undertaken by people with 
strong technical skills. These practices can be found within the newer types of SMEs 
that began to emerge during the crisis, whose leaders have been geographically 
mobile and are reasonably well educated (Ardenti and Vrain 2000). These leaders 
can rely not only upon horizontal networks between local SMEs but also on ones 
that transcend local boundaries (Raveyre 2005). Ganne thus refers to new geo-
graphical districts being established within the framework of globalisation: “for 
these SMEs, bringing all of their operations in house is less important than estab-
lishing themselves as members of dynamic specialised networks” (Ganne 2000: 70). 
These developments have made people reflect on these new types of public policy 
and question the logic of planning that is centred on redistribution and equity in 
order to ensure that each geographical district is designed to take advantage of and 
exploit its distinctive advantages (Ganne 2000: 72). The policy of clusters can be 
analysed from this point of view, whether it be a national policy (for example, com-
petitiveness clusters and business clusters) or a regional one (for example, regional 
clusters, such as the PRIDES in the PACA region). According to the original defini-
tion, a cluster is a network that emerges in a specific geographical area, which may 
be on a number of different scales. The enterprises and institutions in these net-
works share close links, common concerns and an element of complementarity, 
leading to frequent and beneficial interaction between them (Porter 1998: 226). 
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For many authors, however, the concept remains too generic and unclear (Martin 
and Sunley 2003) and is not exhaustive enough to provide a suitable basis for deci-
sions on government policy (Perry 1999). Bearing that in mind, we would argue that 
the concept of the meta-organisation is a valuable device. This type of organisation 
makes use of employer–employee relationships to plan and implement projects, 
using public and private funding, and not without tension or conflict, to influence 
the rules and working environments to which the stakeholders are subject (Arhne 
and Brunsson 2004, Berkowitz and Dumez 2015, Dumez 2008, Gadille, Tremblay 
and Vion 2013). 

On the one hand, this concept makes it easier to identify the formal governance of 
a cluster, including both collaborative and subcontracted projects, along with the 
rationale for using public funds to try to promote the distinguishing features of the 
geographic zone. On the other hand, subnational meta-organisations belong to the 
wider industrial and professional structures through which stakeholders and other 
organisations interact, both locally and beyond. 

The political representation of the meta-organisation as a stakeholder in the gov-
ernance of a regional cluster, whether supported through public policy or on a 
more spontaneous basis, would therefore be reflected in the establishment of fora 
in which collaboration could be promoted and owners of micro-businesses and 
SMEs could work on their collective identities. This local but globally influenced 
confrontation between the rationales for reproducing or reconfiguring collabora-
tive identities of micro-businesses and SMEs would lead to a part-restructuring of 
their division of labour. Whatever the scale of these changes, we would assume 
that, through the pooling of resources, these businesses’s access to risk-sharing 
would still be closely related to their own involvement with different industrial or-
ganisations within their region or subregion (Gadille and Pélissier 2009). The results 
of our research on the use of ICT in SMEs reveal that, in order to be understood 
and applied, the adoption process needs to be integrated into targeted approaches 
that are both differentiated and specific to SMEs. These approaches form part of a 
continuum that ranges from subcontractor SMEs that do not even have a say in 
their internal processes to SMEs that have the freedom and autonomy to pick and 
choose which contracts they take on (Gadille and d’Iribarne 2000). Amabile and 
Gadille (2003) have shown that ICT adoption strategies within SMEs need to be 
seen in the context of the exploration and exploitation processes within their own 
organisations. These are partly determined by their strategic and even identity-
based decisions on their degree of autonomy in vertical relationships. Finally, the 
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use of ICT within SMEs is evolving not only alongside the emergence of more col-
laborative business models, but also through partnerships with trusted third par-
ties when adopting more sophisticated e-business solutions (Brown and Lockett 
2004). 

The concept of the meta-organisation therefore provides a deeper understanding 
of how groups of SMEs choose whether or not to take advantage of opportunities 
to develop and use ICT to improve their operating environments, taking into ac-
count the governance and operational services with which they have been formally 
equipped. In our case, the PRIDES meta-organisation needs to try to balance the 
requirements of public policy with the different strategies and collective identities 
that existed beforehand, which led to their being approved as hubs (Gadille, 
Méhaut and Courault 2013). While the ICT innovation and adoption strategies in 
each of these hubs indicate the presence of existing collective identities, using pub-
lic policy to harness the ICT lever could also provide an opportunity to enhance 
these collective identities. Collective identities are both the focus and potential 
outcome of a “transaction or negotiation” between social groups and institutions, 
or between social groups themselves (Wittorski 2008). At the same time, the soci-
ology of entrepreneurs is focused on their companies’s intensive use of local re-
sources and on aligning their companies to local social regulations (Zalio 2004). The 
territoriality of these entrepreneurs can therefore be defined as the process 
through which they form a social and professional identity in relation to a specific 
geographical context (Zalio 2004). In our view, this context can be defined, on the 
one hand, by the characteristics of the productive systems to which the member 
enterprises belong (the value chains, sectors and any social and/or economic an-
choring locally), and by the nature of the public policy (local, regional, and/or na-
tional) that is being implemented by the businesses themselves (Andreff 1996, Mi-
chun 2011). Moreover, the geographical identity of any social group implies the 
ownership and delimitation of a given space within the context of the increasingly 
complex organisation of social activities and relations (Crevoisier 2001, Savey 
1994). Indeed, the meta-organisation is an indicator of this “territoriality” in that, 
together, the administrative and operational functions are supposed to promote 
improvements in the collaborative and autonomous capacities of the organised col-
lective (Leys and Joffre 2014). It is therefore important to use qualitative, “bottom-
up” approaches to obtain a better understanding of the operational behaviours at 
the interface between more flexible public requirements and private initiatives 
taken by businesses. 
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Research Methodology 

Due to the investigative nature of our research on ICT among SMEs, we adopted a 
qualitative approach. Our research focused on five clusters, all of which were se-
lected to be part of the PRIDES economic policy in the PACA region. Since two of 
the PRIDES studied are also competitiveness clusters, we focus here on the other 
three: the Care Services hub (Pôle service à la personne, PSP), the Cultural Industry 
and Heritage hub (Pôle industries culturelles et patrimoines, ICP), and the Business 
Tourism hub known as “Provence Côte d’Azur Events” (PCE). We conducted a series 
of semi-structured interviews (26 in total) and extensive analysis of documentary 
sources. Across the three clusters, 16 people were interviewed. These included civil 
servants from the administrative structures of the PRIDES, as well as individuals 
representing the member businesses and associations. As some of the latter are 
also members of boards of directors or other governance bodies, the data from 
those interviewed provided information on both the ICT policy and activities of 
their PRIDES clusters (in particular the services and provisions for member organi-
sations) and on the expectations and uses of ICT by the member organisations 
themselves (micro-businesses and SMEs in particular). The interviews were con-
ducted using two guides, one focusing on SMEs within the PRIDES and the other on 
hub administration. 

The SMEs were asked about the perceived usefulness of ICT within their sector, the 
different tools used, ICT-related needs and the role played by the PRIDES in both 
analysing their ICT needs and the provisions being made to support their adoption 
of digital tools. Meanwhile, the leaders of the PRIDES (those running them, as well 
as the business leaders who were directly helping to set their objectives) were 
questioned about the role of ICT within the policy and strategies of the PRIDES, 
descriptions of the needs of member organisations, strategies for increasing ICT 
usage, specific activities proposed and evaluations of their implementation, and 
activities already being carried out, along with their results. The data collected were 
coded based on the categories in the interview guides and collectively analysed by 
the research team. 

The Geographical Scope of the Hubs Before the PRIDES Policy 

By analysing the geographical scope of these regional clusters, we can obtain a bet-
ter understanding of the relationship between the administrations of the PRIDES, 
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which are non-profit associations under French law, and the member micro-busi-
nesses and SMEs, that contribute to stakeholder activities to support the value 
chains targeted by the clusters’s administrations. Our ultimate objective is to better 
understand how incentives for ICT adoption are implemented, and the roles of mi-
cro-businesses and SMEs as both stakeholders within, and beneficiaries of, the col-
laborative initiatives of the PRIDES. 

The ICP PRIDES 

The ICP hub was created and given PRIDES status in 2007. In 2010, it was also des-
ignated a “business cluster” as part of a new policy introduced by the Delegation 
for Regional Development and Policy (Délégation à l’aménagement du territoire et 
à l’action régionale, DATAR) to support SMEs within regional communities. How-
ever, the hub has also been strongly influenced by two earlier types of collective 
organisation. Firstly, as with all PRIDES, the ICP’s sphere of activity could potentially 
cover the whole of the PACA region. However, it has a special relationship with the 
Arles area, and in particular with its CCIs. In 2012, over 40 per cent of the member 
organisations were established in this area (this rises to 60 per cent if we include 
the Bouches du Rhône area). It is this local aspect of being part of a geographical 
zone which strongly influences the relationship between the member organisa-
tions, the hub, and its administration. Secondly, because of relations previously es-
tablished with universities and research laboratories, the hub’s application for 
PRIDES status only materialised following the termination of an earlier plan to be-
come a competitiveness hub focused on research and development (R&D) and in-
novation in the sectors covered by the hub. This background, along with the re-
sources available for collaborative initiatives, led the ICP PRIDES to have a complex 
perimeter which is reflected in the identities of its stakeholders, the scope of its 
spheres of operation, and the structure and activities of its administration. This sec-
toral diversity strengthens the importance of the original geographical focus for the 
boundaries of the cluster. 

Among the companies and associations in the hub, staff sizes are generally small 
(the ideal type of member for the hub, at least for businesses, is the micro-busi-
ness). With regard to resources (ICT or otherwise), this naturally leads to a relation-
ship between member organisations, with the hub functioning as a resource cen-
tre. The technology and expertise held by many of these micro-businesses also 
drives them towards collaborative arrangements between group members in ten-
der bids, R&D projects, and shared technology- or information-based platforms. 
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The hub therefore plays an engineering role which supports these collaborative ar-
rangements and solutions. At first glance, then, the ICP PRIDES lies somewhere be-
tween a structure like the CCI as a small business resource centre and a competi-
tiveness hub, a hub for collaborative technological and/or innovative projects. 

This complex identity is reflected in the spheres of activity of the member organi-
sations. Within the heritage sector, three subsectors can be identified: natural her-
itage, manmade heritage, and cultural planning and outreach. Around these three 
areas, there are businesses, associations, and research and training organisations, 
as well as institutional stakeholders. It is therefore not so much a question of acti-
vating value chains within one or more sectors (as these would ideally go from R&D 
to distribution, via a marketing process), but rather the intervention of a set of 
stakeholders in the cultural or digital promotion of a given area, regardless of 
whether it involves technological, environmental, or cultural dimensions. One im-
portant objective of the hub is to create and maintain jobs directly or indirectly 
linked to these activities, and this has particularly been the case in the Arles region. 
More broadly, it is a question of developing collective engineering for this purpose, 
in which the PRIDES is responsible for both coordination and implementation. 

The “Care Services” (PSP) PRIDES 

The Care Services PRIDES (Pôle service à la personne, PSP) was created in January 
2007 to bring together a significant number of third-sector organisations, and also 
private-sector companies operating within the social solidarity economy, in a net-
work to increase and broaden their offerings, visibility and service quality, and im-
prove their employees’s training and prospects. In 2010, third-sector organisations 
(77 per cent) and private-sector companies (33 per cent) accounted for almost half 
of paid employment among the certified providers of the various social support 
services, from “comfort-related” services for households to children’s services and 
assistance to vulnerable persons. At the beginning of 2011, the hub was also des-
ignated a “business cluster” in recognition of its support for regional networks of 
SMEs in the same sectors. More recently, in February 2017 when its PRIDES and 
“business cluster” initiatives were over, the hub signed a contract to be a national 
“care services” provider and extended the scope of its services to include health. 

The PSP PRIDES in the PACA region was formed on the initiative of stakeholders 
and stakeholder associations from the care sector: those working in personal assis-
tance and at-home care, departmental platforms, stakeholder associations, and 
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groups of stakeholders from the social solidarity economy in the PACA region. The 
aim, according to the initial objectives, was to establish a supply chain model in the 
care sector (which is growing rapidly, for various reasons) that would be based on 
quality of service (either quality- or accreditation-based) as well as proactive hu-
man resources (HR) policies (skills, training, and social dialogue) in order to pursue 
objectives around social responsibility. This model, which relies on organised and 
licensed providers, differs from those based on direct employment of staff by indi-
viduals in need of care. 

There is a geographical element to this hub, but the hub is made up of different 
types of stakeholders who are also part of other communities, locally and region-
ally, who share similar types of problems (as highlighted in the chapter by Julien 
Maisonnasse in this book). What is most important here, therefore, is the sector-
specific aspect, even if public policy deals with it at the regional level. 

The PCE PRIDES 

The PCE PRIDES specialises in business tourism in the PACA region and was created 
in December 2007. It was formed on the initiative of four stakeholders: the Re-
gional Chambers of Commerce and Industry (Chambres régionales de commerce et 
d’industrie) for the PACA region, the Regional Committee for Tourism (Comité ré-
gional de tourisme/CRT) for Riviera Côte d’Azur, the CRT for Provence–Alpes–Côte 
d’Azur, and Provence Méditerranée Congrès (PMC)45, an association of 11 cities 
promoting their convention centres. The two CRTs bring together public stakehold-
ers, such as the CCI, General Council and Regional Council, who subsidise and share 
the geographical area with them. Their objectives are to promote the region, gen-
erate tourism, and provide oversight and monitoring. For the PMC, which led the 
response to the PRIDES RFP, the strategic priority was essentially to develop the 
market for convention centre operators throughout the region, as well as the de-
velopment of quality accommodation and seminar rooms for business tourism by 
extending capacity to host events for groups of up to 300 people, all of which would 
require an innovative and shared approach to marketing, based on the studies car-
ried out. The leaders of the broadened PCE PRIDES therefore expanded its scope 
following a recommendation by the administration of the PMC, which was a found-
ing member of the PRIDES. It led the integration of the two subregional convention 

 
45 Aix-en-Provence, Ajaccio, Arles, Aubagne, Avignon, Hyères-les-Palmiers, La Grande Motte, 
Mandelieu-La Napoule, Marseille, Saint-Raphael and Toulon. 
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centre associations (one in the east and the other in the west of the region) into a 
single association at the regional level. To broaden this network, the PRIDES system 
encouraged other stakeholders within the “business tourism” sector to join, includ-
ing incoming tour operators and hotels, all of whom meet quality specifications. 

The PRIDES also includes various subcontractors, partners, and corporate sponsors 
among its members, such as stand and furniture rental companies, sound and light-
ing companies, specialist and niche caterers, and specialist couriers. These are all 
niches that are occupied by SMEs and micro-businesses across both regions; mem-
bership would represent a significant cost that they may not necessarily be pre-
pared to pay. The micro-businesses and SMEs in the value chain are represented in 
the strategic decision-making processes of the PRIDES in the form of a panel on the 
board of directors. However, the representatives of the convention centres and 
their institutional partners (CRTs, international development agencies and hotel in-
dustry federations) are still in the majority. 

Hub-Based Collaborative Initiatives in Innovation and ICT 

For over 20 years, public authorities at both the local and national levels have 
sought to encourage SMEs to adopt ICT and to use it innovatively and effectively, 
based on two implicit assumptions: the fear of a “digital divide” which would be 
detrimental to smaller businesses, and the hope that ICT, if adopted, would provide 
a strong boost to business development. A number of national and regional ob-
servatories and public support schemes for the adoption and use of ICT have been 
set up. The PRIDES have therefore emerged as logical places for such policies to be 
effectively deployed. They are a conduit for this policy, which they roll out to their 
member organisations and at the same time adapt to the characteristics and spe-
cific needs of the cluster. This locally relevant and, in principle, collaborative ap-
proach to deployment was one of the objectives of the PRIDES. 

However, the resource centre teams realised fairly quickly that this policy was not 
always being properly implemented across all the PRIDES. This is why a specific RFP 
was launched with the aim of “supporting PRIDES and their SMEs with the adoption 
of ICT within their development strategies and activities” 46, in order to encourage 
their initiatives. The description in this RFP exemplifies the type of activity encour-
aged by the regional public authorities. This comprises two related elements. 
Firstly, the first objective for the administration of any PRIDES is defining its ICT 

 
46 Interview with a convention centre director, June 2011. 



115 
 
strategy, taking into account the current situation facing businesses in the cluster. 
Secondly, this strategy must then be deployed through collaborative initiatives 
among SMEs (through awareness raising and action plans). 

However, the issue of ICT adoption by SMEs cannot be addressed from just one 
angle. Even if it is primarily dependent upon the capacities of a given organisation 
to make use of these tools, it also depends greatly on the economic context (in 
particular the lines of work or sectors) in which these SMEs operate, as well as on 
the shared support structures (clusters, professional associations, consultants and 
stakeholders, and policies). 

An analysis of business practices among each of the three PRIDES under study re-
vealed differences arising from the specific characteristics each case, but it also il-
lustrated the sometimes-limited scope of institutional policies to support the adop-
tion of ICT by SMEs and micro-businesses. 

Innovation and ICT in the ICP PRIDES 

This cluster appears to be made up mainly of micro-businesses, something which 
is characterised by its retention of a very local focus (the Arles region) with institu-
tions and business networks that have existed for a long time. However, it is also 
characterised by its desire to promote collaborative innovation strategies, espe-
cially when it comes to joint tender bids or R&D projects. The role of ICT within the 
initiatives promoted by the administration of the PRIDES also reflects this diversity. 

First, the shift towards a more CCI-style resource centre, targeted at micro-busi-
nesses, has led to a largely top-down offering aimed at a network that is itself made 
up of multiple micro-businesses. 

The PRIDES introduced a regularly updated website to keep its member organisa-
tions updated on its activities. This website provides a range of business, social and 
technical news to the organisations within the hub. A collaborative platform was 
also announced with a General Education Diploma and collaborative tools for pro-
jects that involve several companies in the hub, something which had not been 
available before.  

In terms of ICT, this can be seen most clearly in the initiatives of the Arles CCIs as 
reported on the website. The aim of these initiatives, which are not exclusive to 
member organisations within the hub, is to present customised digital tools at 
events that are open to members of the PRIDES. Once again, the CCI’s ICT-related 
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actions rarely come in response to requests. The offering is largely “top down” in 
nature. The plan was for this offering to be expanded through “Compétitic”. This 
tool was set up regionally by the CCIs, the Regional Council and the government to 
give small businesses a better understanding of the wide range of ICT tools and 
applications available to them, which linked into their economic and management 
environment and the skills available in the region to help them set up their busi-
ness. 

Then, in parallel with this supply strategy, which focuses on the specific needs of 
different micro-businesses, the PRIDES seeks to promote innovation through col-
laborative initiatives between several members of the cluster. 

The website keeps track of new RFPs and offers project engineering support. There 
is also a list of members called the “skills matrix”. This list of businesses originally 
included a shared space for setting up projects, which enabled several enterprises 
with complementary skills to join forces. This matrix has since become just a list of 
the hub members. In reality, as we have seen, the types of collaborative engage-
ment that the hub wants to promote often seem to require active intervention by 
the administration in order to help set them up. 

Similarly, a project for a collaborative platform for heritage conservation and de-
velopment has led to the creation of a business centre with coworking spaces for 
digital nomads, complete with access to shared equipment and a digital ecosystem. 
The region has dubbed this platform the “living PACA lab”. 

This strategy of collaborative initiatives and pooling of resources seems to be one 
of the hallmarks of PRIDES’s help for SMEs. 

However, it must also take into account the diversity within the different sectors 
that make it up. This leads to the question of how the PRIDES was able to help a 
cultural association organising a festival around Mediterranean cultures. This type 
of festival requires a lot of advance preparation in terms of organisation (selecting 
artists, negotiating with agents, scheduling, multiple channels of communication, 
managing bookings). This is followed by logistical organisation during the festival 
(welcoming artists and ticket management), and then finally there is the post-fes-
tival follow-up (managing and updating customer records). The use of ICT can trans-
form the way in which such a festival is organised and managed, and streamlining 
the entire affair. Could the PRIDES help develop an app for all this, even though it 
would only be relevant to a small number of organisations within the cluster? The 
group ultimately decided to work with four other festival organisers outside the 
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regional scope of the PRIDES to develop the app. In this situation, as has occurred 
with other clusters, there were more business needs in common with other SMEs 
throughout the country than with those in the local cluster. Collaborative initia-
tives, such as the development of apps, are therefore planned outside of the scope 
of the hub’s administration. 

The fact that the ICP PRIDES is largely established in a region like Arles means that 
the number of collaborative ICT-based initiatives that it can lead is limited, despite 
the fact that it covers various value chains. By contrast, in the area of awareness-
raising initiatives and support for the adoption of generic “Compétitic”-type ICT 
tools, the hub’s offering is more in line with the needs of the member micro-busi-
nesses. Collaborative platform initiatives therefore make it possible to align the ge-
ographical scope of PRIDES members and their specific skills with a view to gener-
ating greater synergies between them. 

Innovation and ICT in the PSP PRIDES 

In this PRIDES’s member businesses, office-based staff managing at-home carers 
serving a range of end users make extensive use of digital tools in their work. For 
these staff, therefore, it is not the weakness of ICT tools that is an issue, but the 
way in which they are used. 

Interviews with four business owners in this sector confirm the crucial role of ICT 
for both the assignment and monitoring of resources, as well as to inform perfor-
mance indicators. They are therefore equipped with tools for this purpose. How-
ever, they encounter two limitations on use: one is financial constraints (linked in 
part to the “stop-and-start” of government policies), which restrict the level of pro-
vision, and the other is the multiplicity of the various regulatory bodies (and fun-
ders), which leads to a proliferation of tools and costs involved. This makes the 
management of these resources more complex, and makes their own oversight dif-
ficult. 

The response of the PSP PRIDES to these business needs led to the creation of a 
website, including an intranet section for the administration and member organi-
sations, and also e-mail newsletters. 

The PRIDES also conducted a collective audit of its member organisations on their 
ICT uses and needs. 
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Finally, focusing on one service sector, the PRIDES expressed its interest in the 
emerging use cases of ICT at the very heart of this service, and in particular on the 
digital tools which facilitate care provision. It wanted to play a role in monitoring 
technologies and help with service innovation. 

The ICT audit and management support from the PRIDES confirmed that ICT, which 
is needed to improve quality of service and the management of fixed costs, is often 
restricted by constraints imposed upon them by the funding providers. The costs 
of these uncoordinated external constraints limit their ability to invest in ICT tools 
that could directly support operational and management objectives within care or-
ganisations. 

To respond to this at least in part, the PRIDES carried out a joint initiative with eight 
test enterprises to design and build a web-based management audit platform ca-
pable of meeting three sets of needs: those of managers striving to better under-
stand their management environment, those of auditors or inspectors categorising 
the data to be taken into account, and those of developers when designing and 
building the tool. In addition, the project had to be able to integrate with business 
software already on the market to make it as user-friendly as possible. This web-
based management spreadsheet had three objectives: 

• To provide the subscriber businesses with a data repository that could rank 
their performance indicators, irrespective of the multitude of third-party 
payment systems. The aim was therefore to base the organisation of services 
on informed decisions (with actual costs), with each member having access 
to the strategic management data through the online service. 

• To use this individualised (but anonymised) data for benchmarking purposes 
in order to find out the best (management) practices for a given service. Each 
organisation using the platform could therefore benchmark itself and dis-
cover solutions to help it improve its management environment. 

• To offer an online service for managers with self-assisted learning in the form 
of practical online case studies on management challenges and suggested 
solutions. The idea was to grow the repository and develop a common nar-
rative based on a shared pool of knowledge. 

The design of this online tool was made possible because a major management 
issue arose among the organisations, and the hub’s offer of support around these 
issues created an opportunity to standardise the audit approach that it was already 
conducting. However, this is still largely a “top-down” approach, and so its success 
depends on how well it is received by the SMEs that it is designed for. The tool was 
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finally put online for member organisations of the PRIDES at the beginning of 2012, 
but it no longer seems to be part of the services offered by the hub today. 

At the time of the survey, the expectations of the SMEs who were questioned re-
garding such a tool remained fairly low. Similarly, operational staff within the hub 
found that the website, and in particular the intranet part, was used less widely 
than they would have liked. In terms of initiatives to promote ICT-based knowledge 
and tools, it seemed that the hub took a very proactive approach that was in line 
with the ICT policy proposed by the region, but the organisations were more pas-
sive in their response, due to the importance of the issues that they had to deal 
with in their daily work. 

Innovation and ICT in the PCE PRIDES 

Takeup of ICT in the PCE PRIDES was essentially achieved through the design and 
implementation of a website platform with apps hosted by the key business stake-
holders within the region. These shared apps could be divided into two categories: 
client services management and the production/sharing of marketing and business 
knowledge: 

First, the front office function within the PRIDES is centralised. This approach is un-
derstandable, as 99 per cent of quotations are tailored to individual clients and re-
quire both adherence to agreed fees and a response within 48 hours. A contact 
function makes it possible for prospective clients to leave their contact details and 
specifications, along with their “type of venue”, so that the provider could get in 
touch. After this initial communication via the website, e-mail, and telephone 
would then be the main means of communication with the service provider, allow-
ing prospective clients to clarify their specifications, along with the negotiable and 
non-negotiable elements of the brief. The PRIDES does not directly position itself 
as a provider with a complete range of products and services, as these providers 
already exist. It is more concerned with generating initial proposals and quotes. 

Second, access to formal and informal knowledge is pooled to support the strategic 
repositioning of the region’s business tourism offering: market observations ini-
tially fielded by one of the two CRTs are made available to all members of the 
PRIDES. This includes providing statistical data based on both an exhaustive survey 
of the region’s conference centres and on a survey carried out by ATOUT France 
and France Congrès of their members within the PACA region (Aix-en-Provence, 
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Antibes, Cannes, Marseille, Nice, and Saint-Raphaël), as well as research on the ho-
tel and seminar industry. The aim is to evaluate the social and economic impacts of 
conference / event activities, to carry out an annual review of the offering of con-
ference centres and seminar hotels, to measure footfall at their premises, and to 
follow up with clients and ensure their satisfaction. The results of the CRTs’s studies 
(for example on conference delegates’s spending) are also made available. The 
PRIDES therefore acts as an intermediary in disseminating information to its mem-
bers and, more generally, to stakeholders visiting the site. In addition, the home 
page announcements of business tourism events (trade fairs, fairs, roundtables et 
cetera) in the region or further afield for members. The PRIDES manages the ad-
ministrative side of registration centrally. 

Beyond this platform, the offer of designing and equipping SMEs with digital tools 
does not appear to be one of the strategic areas to be developed for the cluster 
within the PRIDES administration. The education and training initiative imple-
mented by the CCI for micro-businesses and SMEs, which is available on the web-
site, is considered sufficient. There are two reasons for this:   

• Given the membership requirements to join the PRIDES, there is a relatively 
high and sophisticated level of ICT adoption by most board members and the 
members of high-end hotels and international incoming tour operators. 
Some hotels are even developing smartphone apps, and the same applies to 
convention centres, with variations of websites that are accessible via Face-
book and social networks. In addition, the creation of digital innovation 
groups by some major hotels is seen more as a search for differentiating 
commercial advantages, in which the PRIDES does not need to intervene. 
There is a fear of colliding with the rationales of companies to compete 
within the PRIDES itself. 

• The interviews revealed that not many smaller subcontractors were involved 
in this; these companies used Doodle to coordinate their activities. At the 
same time, the administration of the PRIDES was aware that the 2015 hotel 
regulations might cause many small hotels (which do not form part of the 
current target) to close, with only the large or smaller character properties 
remaining. 

The only other potentially relevant development in terms of digital services was the 
provision of a comprehensive overview of regional suppliers in database form. Ini-
tial quotes are prepared manually by staff who spend anywhere between a half day 
and a full day a month updating their service offering: they update their destina-
tion-specific rates as well as the names of the service providers that are associated 
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with each conference centre. The various service providers are not all organised to 
generate and feed this supply of information into an internally shared database (for 
example price and product changes, et cetera). In the PMC, updating the database 
for each destination “would keep a full-time employee busy all year, more or less, 
for just eleven conference centre venues”47, but it seems difficult to imagine that 
this resource could be maintained without further financial support, given that the 
cluster has now been extended across the region by the PRIDES system. 

Ultimately, the PCE PRIDES, including its member organisations, does not think of 
itself as an integrative body. It can give out initial quotes and to put people in touch 
with the right person, depending on the prospective project’s specifications. ICT 
does not have a significant role to play in these activities, and the adoption of ICT 
by micro-businesses and SMEs in the events industry is not considered a priority. 
Thus, differences still remain between the operating processes of large hotels and 
event agencies and the more bespoke methods of a broad range of SMEs, as well 
as the processes employed by small groups of around three providers working in 
collaboration within a local area (for social and sports events). 

Discussion 

The cluster policy, as defined in the PACA Regional Economic Development Plan 
(Schéma Régional de Développement Économique) under the National–Regional 
and European Community Plan (Plan Etat-Région et Communauté Européenne), 
was designed to support the growth of SMEs, even though they were not the focus 
of the policy on competitiveness hubs. By consolidating collaborative initiatives 
that were already being carried out by associations elsewhere, the region at-
tempted to bring about structural change to foster innovation in the broadest 
sense (HR, ICT, marketing, organisational among others) within SMEs communities 
that were chosen strategically for the benefit of the regional economy. 

By dint of the five levers that the PRIDES had to activate to improve the economic 
and social performance of their members, in particular micro-businesses and SMEs, 
the regional authorities identified an overall issue relating to the economic devel-
opment of the region, of which ICT was only one component. In some ways, ICT can 

 
47 Interview with a convention centre director, June 2011. 
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even appear to be quite a technical resource compared to other more general lev-
ers such as innovation, skills, or opening up to external markets. However, by fo-
cusing on tools and making efficient use of them to tackle ongoing challenges, and 
on intellectually upskilling individual and collective stakeholders, this lever repre-
sented a key focus of public policy. 

The administrations of the PRIDES, studied through the prism of their meta-organ-
isations, generally sought to roll out strategies for how to achieve these objectives 
through internet/intranet sites, platforms adapted to their sectors, awareness-rais-
ing or training meetings, presentations of “off-the-shelf” tools, and incentives to 
engage in collaborative initiatives. But they also often found that supply out-
stripped demand, with SMEs seeking solutions to problems or needs which did not 
necessarily fit into the strategy of the meta-organisation or the overall strategy of 
the region. In 2011, the regional observatory of the information economy in the 
PACA region (ObTIC) drew up a comparative assessment of the use of ICT by all 
SMEs in the region (ObTIC 2011: 27). While technological equipment (computers) 
and software (office, management, internet, and messaging) were both wide-
spread, other digital functionalities such as the existence of a website, customer 
relations, product management, collaborative tools, and digitised data manage-
ment lagged behind. These observations are also undoubtedly true for all the mi-
cro-businesses and SMEs within the three clusters studied here. The aim of having 
PRIDES administrations activate an ICT lever was to reduce the extent to which mi-
cro-businesses in the field were lagging behind larger companies, and to trigger a 
wave of financially profitable innovation. 

The findings of our research indicate that these meta-organisational strategies are 
strongly linked to the specialisations within these three clusters. Table 1 below out-
lines the identities and geographical boundaries of each meta-organisation ana-
lysed based on the following factors: the main objective of the meta-organisation 
and the area in which resources were pooled, the location of the member organi-
sations, the regulatory bodies or public authorities, the location of the end users or 
clients, and the diversity of the business sectors and value chains involved. These 
factors determine the individuality of each meta-organisation with regard to the 
constraints on its activities, as well as the ways in which it can create and imple-
ment its own resources. The ICT strategies of these meta-organisations are rooted 
in these different factors, and are differentiated from one another even within the 
common context of public policy in support of ICT: 
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• The PSP PRIDES showed itself to be capable of using the skills of the people 
working within the meta-organisation to develop a truly innovative piece of 
software that surpasses the needs of its members, all of whom belong to the 
same industry and are subject to strict management constraints. 

• The ICP PRIDES, which is firmly established in the Arles area and within the 
network of the CCI, offers support for the adoption of basic digital tools by 
micro-businesses and SMEs, and has attempted organisational innovations 
(coworking) which have been made possible by digital technologies, despite 
the fact that its member organisations come from a variety of different sec-
tors. 

• The PCE PRIDES provides an online platform which gives access to a front 
office service that pools information on services and products as well as 
shared market intelligence for organisations working in the same sector. It 
does this without identifying the issue of the digital divide among micro-busi-
nesses and SMEs within the sector as a priority. 

Table 1: Analysis of the geographical boundaries of the regional clusters 

  PSP PRIDES ICP PRIDES PCE PRIDES 

Primary objec-
tive: shared re-
sources 

- To promote the pro-
vision of care services 
through organisa-
tions (rather than di-
rect employment). 

- To offer organisa-
tional, intellectual 
and HR resources. 

  

- To support three sub-
branches: the improve-
ment of natural, 
manmade, and cultural 
heritage. 

- To support clusters 
with resources and en-
gineering expertise for 
micro-businesses and 
SMEs. 

- To incentivise collabo-
rative innovation pro-
jects. 

- To increase the visibility of 
quality business tourism ser-
vices, including conference 
centres and event venues. 

- Support with client briefs 
and commercial database 
maintenance. 

Locations of 
member organ-
isations (local/ 
national/ inter-
national) 

Throughout the re-
gion but sometimes 
grouped together at 
the departmental, re-
gional, or national 
levels. 

In principle at the re-
gional level, but with a 
very high concentration 
in the Arles area. 

- Local: convention centres, 
character hotels, incoming 
tour operators, small sub-
contractors (caterers, et 
cetera). 

- International: hotel chains, 
incoming tour operators. 

Trustees/ 
public regula-
tors 

Largely regulated ac-
tivities: dependency, 
care vouchers (third-
party payers), but the 

- Competitiveness: initi-
atives from the CCIs, re-
gion, national govern-
ment. 

Local networks to organise, 
streamline, and increase the 
supply capacity of the re-
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region does not pro-
vide funding. 

- Cluster assistance with 
responses to RFPs and 
access to public funding. 

gion’s business tourism of-
fering.  

Location of end 
users/ clients 

The whole region, as 
well as more local 
structures (depart-
ment, communes, et 
cetera). 

- Dependent on subsec-
tors and the sizes of or-
ganisations and their 
ecosystems, but very 
concentrated in the 
Arles area. 

National/European/Interna-
tional, local: Professional or 
academic associations, cor-
porations, large organisa-
tions. 

Uniformity/ di-
versity of in-
dustries repre-
sented and 
value chains 

Common professional 
sector: care services 
through organisa-
tions. May cover all 
or (in most cases) 
part of the services 
involved.  

Different sectors: natu-
ral/environmental herit-
age, architectural and 
manmade heritage, cul-
tural outreach and pro-
motion. 

 All aspects of the business 
tourism sector: conference 
centres, luxury hotels, in-
coming tour operators, ser-
vice providers (caterers, lei-
sure, culture).  

ICT strategy - Supporting tools 
strategy: shared plat-
form for self-auditing 
of management. 

- Intranet for mem-
bers. 

- Technology moni-
toring. 

- Adoption of basic digi-
tal tools by micro-busi-
nesses/SMEs. 

- Corporate hotels, 
coworking spaces and 
support for collabora-
tive projects. 

- Intranet for members. 

- No strategy for micro-busi-
nesses and SMEs. 

- Web platform with central-
ised services for client brief 
support, promotion of ser-
vices. 

- Use of digital technology 
for market intelligence. 

Source: the authors. 

The policy for leveraging ICT can be interpreted in two ways. On the one hand, 
there have been inconsistencies in deployment through “top-down” strategies, 
with micro-businesses and SMEs initially implementing the tools that meet their 
immediate needs, while meta-organisations establish strategies in accordance with 
the stakeholders who are heavily involved and represented in governance. On the 
other hand, incentives and support targeted at fostering innovation within SMEs 
could be made part of more bottom-up projects to promote the effectiveness of 
these government policies at the level of the meta-organisations of clusters that 
implement them. 

In order to be better understood, these shortcomings must also be set in the con-
text of national–regional relations. The regions first had to take over responsibility 
for administrative control and monitoring of compliance with legislation from cen-
tral government (Law of 13 August 2004). Then, in 2005, new requirements were 
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introduced for the development of regional economic development plans (schémas 
régionaux de développement économique). These proved extremely restrictive 
with regard to the conditions for negotiating agreements between the national 
government and the regions concerning the allocation of state aid to businesses. 
None of this was very conducive to taking into account the specific characteristics 
of individual meta-organisations’s geographical area or to assisting neglected busi-
ness communities. 

Conclusion 

The call for ICT-related projects to help develop businesses in the PRIDES led the 
strategies for micro-businesses and SMEs to adopt and use these technologies to 
be clarified. In this regard, our study shows that the hierarchy of issues affecting 
economic development is not the same as that observed at the regional level, as 
this sees the needs of SMEs and micro-businesses in a generic way, without the 
socioeconomic and geographical filter that legitimises the need for a meta-organi-
sational layer. This analysis of the relevance and limitations of government policy 
with regard to the implementation of the ICT lever in SMEs within meta-organisa-
tions cannot be extrapolated to all the levers of the cluster policy. It also seems 
difficult to categorise clusters based solely on their strategic priorities in order to 
derive general rules as to the effects of government policy within these various 
clusters. These priorities tend to remain fluid and adaptable over time, depending 
on the prevalent or changing factors in play. Considering the aims of the policy with 
regard to SMEs and micro-businesses, the inclusion of meta-organisations within 
geographical and functional contexts that are specific only to them means that they 
are not necessarily a relevant layer, as Ganne (2000) observes in relation to dy-
namic business associations. At the same time, changes in the balance of power in 
national versus regional planning have not tended to grant the regions greater au-
tonomy to offer incentives that are tailored to these new geographical configura-
tions. 
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Employment in SMEs in the Context of Digitalisation: Opportuni-
ties and Threats. On the Examples of Russia and China 

Irina V. Novikova, Olesya V. Dmitrieva and Roman I. Antonenko 

Introduction 

For SMEs, the use of digital technology is a strategically important solution for the 
handling of employment relations; still, it is often compared to revolutionary trans-
formation. Information technology (IT) has opened up new opportunities for the 
development of SMEs, such as new markets and forms of employment among oth-
ers (ILO 2019). A business that works using modern information and communica-
tion technologies in a competitive and efficient way is able to access and to inte-
grate itself into international markets and function under global threats even when 
stationary employment is impossible. 

Digitalisation is manifested primarily in the development of robotics, wireless tech-
nology, the Internet of things, and artificial intelligence (Schwab 2018). The intro-
duction of such technologies can increase labour productivity in companies up to 
40 per cent (WEF 2018) and minimise the consequences of different global threats 
of an epidemiological, terrorist, or endogenous (meaning natural disasters) kind. 
What is more, taking into consideration the latest epidemiological outbreak of 
COVID-19, the problem of distant work organisation might become an urgent issue. 
Digitalisation is a solution for this problem, as far as digital technologies modify 
existing working environment according to more “distant standards”. 

At the same time, information technologies come with certain risks of their own; 
for example, the possibility of digitising jobs can also mean the dismissal of large 
numbers of employees (van Est and Kool 2015). Therefore, it is necessary to keep 
a balance between the introduction of IT and the use of human labour (Novikova 
2019). This balance can be reached only by means of working out an effective strat-
egy for the development of employment in SMEs in the context of digitalisation. 
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China's Experience in Using IT for Increasing Employment in SMEs 

The role of the state in supporting a sustainable development of employment in 
SMEs is primarily in the formation of infrastructure and financial mechanisms. 
China’s experience of a state’s active participation in the formation of infrastruc-
ture can serve as an example. One of the examples of the use of digital technologies 
for the development of employment in small businesses is Taobao Villages (Qi, 
Zheng and Guo 2019). 

China experiences not only an industrial and economic boom and rapid urbanisa-
tion, but also has a multimillion population living in rural areas below the poverty 
line. It was among such Chinese villages that a new type of settlement arose; the 
economy of such settlements depends entirely on the production of goods by small 
enterprises, which are sold through the largest Chinese online stores. Figure 1 
shows the dynamics in the growth of the quantity of Taobao Villages. 

Figure 1: Total number of Taobao Villages (2012-2018) 

 

Source: Sherry Tao Kong (2019). 

There was a drastic increase in the absolute number of Taobao Villages reached 
between 2017 and 2018. This was because in November 2016, the Chinese State 
Committee on Poverty Alleviation, together with 16 ministries, issued recommen-
dations for a massive development of e-commerce in rural areas. The state pro-
vided the most remote settlements with the necessary infrastructure, roads, and a 
broadband Internet network. It allowed slowing down the migration process of the 
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population to big cities, as many people were able to start their own businesses 
and enter the nation-wide e-commerce sales market via the Taobao Internet plat-
form. A digital platform (Figure 2) in a broad sense is a communication and trans-
actional environment whose participants benefit from interacting with each other 
(Gribanov 2019). 

An information and communication infrastructure that covers the entire territory 
of a country and provides access to international information resources makes it 
possible for SMEs to develop an innovative strategy aiming at sustainability. In fact, 
states that support the development of infrastructure and the creation of digital 
platforms provide the foundation for the development of SMEs. The development 
of information applications and digital platforms as well as the formation of an eco-
nomic ecosystem are prerequisites for the transformation of the economy and its 
transition to digital reality (Berg Insight 2019). 

Figure 2: Key elements of a digital platform 

Source: the authors, based on McKinsey & Company (2017). 

The basic construction of the facility includes a whole set of parts, subsystems, in-
terfaces, and technological processes as well as both fixed (basic) and variable (pe-
ripheral) components, varying from situation to situation. The successful operation 
of digital platforms requires a well-developed infrastructure and connected de-
vices. The gradual construction of such an architecture creates new possibilities not 
only for communication, but also for the use of big data for commercial purposes, 
the introduction of artificial intelligence, the development of the Internet of things, 
and cloud technologies. It directly affects the development of SMEs. 
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Despite the regional economic differences in China, the measures taken by the Chi-
nese government as part of the digitalisation project had a positive impact on the 
development of SMEs in various regions of China on a macroeconomic level. The 
total number of enterprises established under the Taobao Villages programme is 
shown in Table 1. 

Another important factor for the development of the programme is private invest-
ment. The Alibaba Corporation has invested 10 billion Yuan into the construction 
of 100,000 Taobao service centres, the development of logistics infrastructure, and 
the teaching of local entrepreneurs on how to enter the Taobao market. The cen-
tral government has signed an agreement with Alibaba and Jingdong (JD)48 to set 
up another platform for the development of electronic commerce (e-commerce) in 
poor areas of the country. In 2010, Ant Financial (the financial division of Alibaba) 
launched a microfinance programme for small businesses. Since then, Ant Financial 
has issued loans whose total amount is four times bigger than the amount of loans 
that has been issued by the Grameen Bank49 for 39 years. 

Table 1: Total number of enterprises established in Taobao Villages in various 
regions of China (2012-2017)  

Year 
Region of China 

East Centre West North 

2012 46,792 1,132 280 352 

2013 73,650 1,434 716 448 

2014 126,764 1,816 1,679 519 

2015 170,850 2,433 1,844 590 

2016 208,562 2,973 4,006 634 

2017 235,221 3,277 4,086 702 

Source: Liu et al. (2018). 

 
48 Alibaba and Jingdong (JD) are both e-commerce companies based in China. 
49 Grameen Bank is a Banglasdeshi community development bank which provides small loans to 
the impoverished. 
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Russia’s Experience with the Development of Employment in SMEs in 
the Context of Digitalisation  

Though the digitalisation process began in Russia about ten years ago, the official 
political decision to accelerate the introduction of digital technologies in the econ-
omy and social sphere was only made in the Decree of the President of the Russian 
Federation on 7 May 2018.50 

The report by McKinsey & Company states that SMEs in Russia have a lot of poten-
tial to help speed up the digitalising of the Russian economy. They are ready to 
keep a continuous process of innovation and to cooperate with industrial compa-
nies, educational and research organisations, and high-tech companies (especially 
small innovative enterprises and start-ups) (McKinsey & Company 2017). 

The current Information Infrastructure programme in Russia, which is supposed to 
run until 2024, could also have a positive impact on the development of employ-
ment in small businesses through the usage of information technologies. The main 
objectives of the programme are 

• the provision of 100 per cent of households with an Internet connection;  
• the provision of 100 per cent of medical organisations of the state and mu-

nicipal healthcare system (hospitals and clinics) with an Internet connection; 
• the provision of state (municipal) educational organisations of general and 

secondary vocational education with an Internet connection; 
• the provision of Government bodies, local governments, and state extra-

budgetary foundations with and Internet connection; 
• the provision of the federal highways with mobile radiotelephone communi-

cation (“emergency call system”); 
• and increasing the number of industries which use 5G communication net-

works. 

The state plays the key role in the implementation of digital technologies. The for-
mation and development of infrastructure projects as well as the improvement of 
the transport and logistics systems within the country will allow trading operations 
in the segment of SMEs to increase drastically. 

In the following, Table 2 shows changes in factors reflecting the level of digitalisa-
tion in Russia. The growth of all the indicators presented in the table indicates the 

 
50 Decree of the President of the Russian Federation No. 204 of 7 May 2018, On National Goals 
and Strategic Objectives for the Development of the Russian Federation for the Period up to 
2024. 
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development of infrastructure for the formation of sustainable growth of SMEs in 
the context of digitalisation. 

Table 2: Dynamics of changes in factors reflecting the level of digitalisation in 
Russia 

 2014 2015 2016 2017 2018 

Share of organisations 
that have Internet ac-

cess with at least 2 
Mbit/s in the total num-

ber of organisations 

50.9 % 52.2 % 55.3 % 58.4 % 62.7 % 

Number of Internet us-
ers per 100 citizens 

67.0 % 70.0 % 73.0 % 76.0 % 81.0 % 

Share of government 
bodies that have Inter-

net access with at least 2 
Mbit/s in the total num-
ber of federal, regional, 
and local government 

bodies 

51.5 % 53.1 % 57.2 % 60.1 % 63.9 % 

Source: the authors, based on data by the Rosstat. 

The development of digital platforms and the creation of digital solutions and ap-
plications in Russia can be described with the following characteristics: 

• a propriety of created device-dependent exemplary solutions combined with 
paucity of copies (which affect their quality and costs); 

• an extremely limited functionality (consisting only of monitoring), plus a min-
imum level of automation of telemetry data processing; 

• a large number of small players who are not able to develop their own prod-
ucts or solutions within the framework of the isolated systems concept; 

• and the unavailability of commercial consumers who are ready to pay for the 
inefficiency of such solutions. 

Despite the difficult conditions and a significant lag behind the leaders of digital 
transformation, digitalisation of SMEs in Russia could become a reliable mechanism 
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for structuring the economy as a whole. The formation of fundamentally new ap-
proaches to managing business processes will allow Russia to build a system of sus-
tainable socio-economic development. 

Econometric Assessment of Opportunities and Threats of Employment: 
Development in SMEs in the Context of Digitalisation 

To analyse the key factors of digitalisation in Russia that determine the level of em-
ployment in the segments of SMEs, the authors conducted a study using linear re-
gression tools via the least square’s method. 

The timespan of the research stretches from 2014 to 2017. The study of this time 
interval involves the analysis of various aspects of digitalisation in the context of a 
low volatility of foreign currencies exchange rates and the absence of sharp market 
changes in the macroeconomic environment. The sample represents observations 
of the different regions (entities) in Russia, including federal cities, republics, au-
tonomous regions, and capitals of federal subjects over a one-year observation in-
terval. Observations for which there are no values of the dependent or independ-
ent variables were excluded from the final sample. The final sample is an array of 
378 observations. Information for the study was downloaded using the toolkit of 
the statistical data showcase of the Russian Federal State Statistics Service. 

In the course of this study, the absolute value of the number of employees in the 
segments of SMEs was used as a dependent variable; the natural logarithm for nor-
malization was derived from the variable. 

The following parameters were used as explanatory: the proportion of the popula-
tion that receives public services through the Internet (EGOV); the share of medical 
institutions with an Internet access (EMED); the proportion of the population with 
access to the Internet (INT); the natural logarithm of the absolute amount of in-
vestment into Information and communication technology (IT); and internal re-
search and development costs as a percentage of the gross regional product (RAD). 

An equation of linear regression of the dependence of the level of employment in 
the segments of SMEs on the key factors of digitalisation in the regions was then 
formed as follows: 
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SME = 0,161 − 0,001 ∗ EGOV − 0,003 ∗ EMED + 0,009 ∗ INT(∗) +
0,726 ∗ IT(∗) − 0,013 ∗ RAD(∗), with (*) being significant in the 95 per cent 
confidence level. 

At the next stage of the study, a linear regression equation was compiled using 
only explanatory variables that were significant in a 95 per cent interval: 

SME = −0,158 − 0,013 ∗ RAD + 0,008 ∗ INT + 0,724 ∗ IT. 

The level of correlation between explanatory factors does not exceed 0.4, which 
may indicate the absence of multi-collinearity in the model. 

The R-squared model is 0.723; the standard error is 0.760. A Darbin-Watson crite-
rion of 2.006 rejects the hypothesis of autocorrelation in the model. The value of 
statistics on the Broes-Pagan-Godfrey test, equal to 0.0000, made it possible to re-
ject the hypothesis of heteroskedasticity. In turn, the lack of autocorrelation, of 
heteroskedasticity, and of multi-collinearity as well as the high R-square value al-
lows for the conclusion that the model has a high explanatory ability. 

When interpreting the simulation results, further conclusions could be made: 

1. The positive value of the coefficient under the variable INT (the share of the pop-
ulation with access to the Internet) indicates that the provision of Internet access 
for households is directly related to the level of employment in the segments of 
SMEs. This in turn allows for the hypothesis that the Information Infrastructure 
programme by the Russian government could become an effective tool for solving 
social and economic problems, since it is going to increase employment in SME seg-
ments. 

2. The positive value of the coefficient under the IT variable (the natural logarithm 
of the absolute volume of investments into ICT) allows for the conclusion that em-
ployment in SME segments depends directly on investments into ICT. Practically 
speaking, the presence of a positive relationship between these variables may be a 
signal that, in the current macroeconomic and microeconomic realities, some Rus-
sian regional entities would be able to use the Taobao Village experience to in-
crease employment in SME segments. 

3. The negative value of the coefficient under the RAD variable (internal research 
and development costs as a percentage of the gross regional product) suggests that 
an increase in costs in the RAD segment has the opposite effect on employment in 
SME segments. In the context of the current study, the authors suppose that the 
negative correlation between variables might exist due to the redistribution of 
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funds in favour of scientific and innovative activities from the private economy to 
the state sector of economy, which, consequently might cause “brain drain” from 
SMEs to governmental corporations and state establishments. However, since the 
current study is limited to a short-term period, the authors do not reject the hy-
pothesis that investment in research and development today can become a deci-
sive factor in balancing employment in SMEs in the long term. 

Conclusion and Comments on the COVID-19 Pandemic 

Russia is only now facing a milestone in digitalisation revolution: Businesses and 
the society have already developed appropriate consumer habits and other pat-
terns of consumer behaviour to accelerate and facilitate digitalisation processes. 
From the empirical perspective, we believe that overall, there exist some macroe-
conomic, geopolitical, and even geographical similarities between Russia and 
China. China faced exactly the same problems in 2010 that Russia has to face now, 
such as a modest level of digitalisation especially in distant regions and a level of 
digitalisation that can no longer satisfy existing business needs. We believe that the 
successful “digital” experience in China might become an appropriate stimulus for 
developing and implementing digital processes in Russia for both social and busi-
ness needs. Taking into consideration this hypothesis, we have conducted research 
and concluded that various aspects of digitalisation do positively impact employ-
ment in Russian SMEs. Thus, we hope that our research could become a recom-
mendation for further digitalisation of the Russian economy. 

The COVID-19 pandemic revealed major difficulties in different countries to with-
stand threats of such a magnitude, also economically. The unstable situation at the 
stock markets is likely to result in a new global financial crisis. So far, no economist 
has been able to calculate losses and describe possible structural changes in the 
global economy at the level of transnational corporations, individual countries, or 
business entities. 

The events of the crisis caused by the COVID-19 pandemic have changed the per-
ception of security, external threats, responsibility, and cultural differences. Sud-
denly, the fragility and vulnerability of the socio-economic balance of all countries 
became apparent. At the same time, it has become obvious how useful digitalisa-
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tion is in times of “social isolation”. Food delivery, educational platforms, and digi-
tal medical solutions have become important or even vital for many people who 
are in isolation. 

The International Labour Organization (ILO) predicts a reduction of workers in the 
world by 25 million people as a result of the crisis caused by the COVID-19 pan-
demic. However, digital technologies could significantly mitigate this crisis and pro-
vide new opportunities for building a digital economy. 
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Decent Work in the Basque Country 

Borja Pulido Orbegozo 

Introduction 

“Decent work” sums up the aspirations of people in their working life. It involves 
opportunities for work that is productive and delivers a fair income, security in the 
workplace and social protection for families, better prospects for personal devel-
opment and social integration, freedom for people to express their concerns, or-
ganise and participate in the decisions that affect their lives, and equality of oppor-
tunity and treatment for all women and men.51 

The concept of “decent work” has become a universal objective, as it is a key factor 
to achieve fair globalisation and reduce poverty. It was added as the central tenet 
of the International Labour Organisation’s new 2030 Agenda for Sustainable Devel-
opment. More specifically, it was defined as Goal #8 of the 2030 Agenda that “calls 
for the promotion of sustained, inclusive and sustainable economic growth, full and 
productive employment and “decent work“. According to the ILO programme for 
the working community, decent work is based on “job creation, rights at work, so-
cial protection and social dialogue, with gender equality as a crosscutting objec-
tive”.52 

Concept of “Decent Work” 

During the 1990s, European economies, pushed by technological change, under-
went a profound restructuring. Globalisation on the one hand and the surge of the 
information society on the other hand led to the outsourcing of the economy. This 
triggered a reallocation of resources from the industrial and primary to the services 
sector, where the expertise of many people became obsolete and new skills were 
needed. 

Workers have had to accept functional and geographical mobility, as they never 
had to do previously. The flexible organisation of production has forced them to 

 
51 https://www.ilo.org/global/topics/decent-work/lang--en/index.htm. 
52 https://www.ilo.org/global/topics/decent-work/lang--en/index.htm. 
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constantly change and to assume risks. We have moved from a “work society” to a 
“risk society”, where the precarious, the individual and the imprecise are rooted. 
The difference between the “industrial” and the “risk society” is that we have 
shifted from a logic of wealth production/distribution to a logic of risk produc-
tion/distribution, with risk being considered as the set of future threats, which de-
pends on the decisions made at all times (Beck 2007). 

The origin of the “decent work” concept was born in the globalisation process, 
which completely transformed the job market and labour relations with elements 
such as a flexibilization of the job market, changes to employment legislation, and 
a weakening of trade unionism and collective bargaining negotiation among others. 
In other words, it led to a loss of employment quality, which we could call a crisis. 
As a result of this deterioration of job quality, the term “decent work” needed to 
be coined and placed as one of the main cornerstones for the future evolution of 
the job market. 

Basque Country 

The Government of the Autonomous Community of the Basque Country considers 
the 2030 Agenda to be an opportunity for the Basque Country as it fully coincides 
with our priorities, namely, human development that guarantees essential services 
for everyone and sustainable growth that generates better quality employment op-
portunities. This is the Basque social wellbeing and growth model, which has now 
been furthered and bolstered with the unveiling of the “I Euskadi Basque Country 
2030 Agenda”53.  

The I Euskadi Basque Country 2030 Agenda reflects the degree of alignment and 
contribution of the “Government Programme of the XI Parliamentary Term of the 
Autonomous Community of the Basque Country”54 and of the enacting sectoral po-
lices with the goals and targets linked to the 17 Sustainable Development Goals 
(SDGs) of the United Nations55. 

It thus links the Government Programme and the UN agenda in keeping with the 
latter and bearing in mind that the UN SDGs are not conceived to tell us what we 

 
53 https://www.euskadi.eus/. 
54 https://programa.irekia.euskadi.eus/. 
55 https://sustainabledevelopment.un.org/. 
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have to do, but rather to define a common universal context to help us fix priorities 
considering our territorial reality. 

The I Euskadi Basque Country 2030 Agenda covers the period from 2017 to 2020, 
the same period as the lifetime of the Government Programme. The Agenda is fo-
cused on those objectives and commitments of the Government Programme that 
are most closely linked with the UN SDGs and which will be specifically monitored 
using the governance instruments and channels that the Agenda establishes. Thus, 
Goal #8 of the Agenda is to “promote inclusive and sustainable economic growth, 
employment and decent work for all”, where eight commitments are defined and 
which lead to different initiatives and measures.56 Those commitments, actions and 
initiatives can be consulted on the Basque Government’s Irekia website, which is 
accessible to everyone. 

The Partnership Agreement between the Basque Ministry of Work and Justice and 
the Basque Institute of Equality and Social and Labour Audits-IVAS-ASEE57 in 2011 
was signed to better comply with the Sustainable Development Goals of the 2030 
Agenda and to contribute to a quicker and more effective achievement of those 
goals. 

The Basque Government’s Tools to Foster “Decent Work” 

The Basque Government has tools both to directly support quality employment and 
to indirectly help empower workers. 

Direct Tools 

Enforcing the Law by Means of Sufficiently Frequent and Far-Reaching Inspections 
and Penalties and with Sufficient Coercive Power 

Since the 2011 agreement, the Basque Country has performed the inspection func-
tion in its territory. Without prejudice to the necessary coordination and coopera-
tion with the Spanish Central Government, the Autonomous Community of the 
Basque Country, in its territory and areas within its jurisdiction, carries out the tasks 
of the inspection function pursuant to current legislation. In any event, those tasks 

 
56 https://www.irekia.euskadi.eus/. 
57 https://www.euskadi.eus/. 
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include: (i) overseeing and enforcing compliance of the legislation, regulations and 
regulatory content of the collective bargaining agreements; (ii) technical assis-
tance, that is, provide technical information to companies and to their workers, 
provide technical assistance to Social Security entities and bodies, issuing reports, 
helping and cooperating among others; (iii) arbitration, conciliation, and media-
tion. 

In this last parliamentary term, for example, the Labour Inspectorate has intensi-
fied its work by reinforcing the aspect of combatting employment discrimination 
against women among other aspects of the Labour Inspectorate Campaign Plan 
since 201758. 

Mechanisms to Receive Anonymous Complaints from Workers and Check Them by 
Means of Inspections 

The Social Security and Labour Inspectorate has different contact channels for a 
person to make a complaint anonymously. This department of the Basque Ministry 
of Work has a Labour Fraud Box on its portal, a direct telephone number, and in-
person assistance in its offices. Furthermore, this department has territorial dele-
gations in the three provinces with contact telephone numbers and emails. 

Employment Support Programmes 

In most cases, employment support targets the most disadvantaged group, with 
the aim of helping them to enter the job market, if quality employment is guaran-
teed; in other words, provide jobs that guarantee “decent” working conditions. The 
different forms of support according to the groups which they are aimed at are 
described in Table 1. 

Table 1: Employment support programmes (by target group) 

Target Group Employment support programme 

People with 
disabilities 

The Basque Employment Service-Lanbide has: (i) support aimed at 
maintaining the jobs of people with disabilities in special employment 
centres; (ii) support for fostering the employment of people with disa-
bilities on the ordinary job market; (iii) support aimed at Supported 
Employment measures in order to foster the insertion of people with a 
severe disability on the ordinary job market. 

 
58 https://www.irekia.euskadi.eus/. 
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Target Group Employment support programme 

People with 
disabilities 
(continued) 

Its purpose is to help companies not only to meet their legal obligation 
to contract workers with disabilities, but also to develop their Corpo-
rate Social Responsibility (CSR) strategy. Specifically, Supported Em-
ployment will offer support to a company when it wants to deploy CSR 
in the area of people management in order to guarantee equal job op-
portunities when contracting people with disabilities.  

Supported Employment means that experts will be made available for 
the company at no extra cost, and who will help it in the process to in-
tegrate people with disabilities in the company’s workforce. Those pro-
fessionals have a dual mentoring role, both for the company and for 
the person with a disability and in all the necessary job induction and 
retention processes. It means customised and individual mentoring 
whose aim is for the people with disabilities to perform their task inde-
pendently and effectively, in similar conditions to other workers in sim-
ilar posts and in accordance with the requirements of the company. 

Women Domestic workers 

Lanbide also supports the contracting of domestic workers to formalise 
their status and provide them with coverage by the Social Security sys-
tem. 

Women in vulnerable situations  

Lanbide has championed the Emaktiva programme59 for this group. The 
programme combines training and brokering actions with companies 
to improve access to employment for women in vulnerable situations. 
As a result of this programme, nearly half of the mentored women 
have found employment. 

Women who are victims of gender-based violence 

Lanbide includes equality criteria in its subsidy calls with clauses such 
as the following: (i) increasing the amounts of subsidies to contract 
women in sectors where they are underrepresented; (ii) obligations re-
garding equal opportunities and treatment in job tests, interviews, and 
selection; (iii) guaranteeing non-sexist use of documentation, advertis-
ing and images or materials used; (iv) women or women victims of vio-
lence as preferential groups in the access to some calls; (v) assessable 
training in equality of the workers of the entities that opt to the call; 
(vi) assessable track record in equality of the entity; (vii) balance repre-
sentation of women and men in the workforce of the entity. 

 
59 http://emaktiva.org/es/pagina-de-inicio/. 
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Target Group Employment support programme 

Long-term 
unem-
ployed peo-
ple 

Support for contracting the long-term unemployed aged 30 and older 
in work centres in the Autonomous Community of the Basque Country. 
Pursuant to this call, subsidies may be available for indefinite contracts, 
temporary contracts of 12 or more months and temporary contracts of 
six or more months, whose purpose is for jobs in work centres based in 
the Autonomous Community of the Basque Country.  

The 2020 Budget has a heading for plans to retrain the long-term un-
employed in green jobs, but this has not yet come to fruition. 

People un-
der 25 years 
of age 

One of the initiatives from the Euskadi Basque Country 2030 Agenda is 
to drive a Youth Employment Plan. The plan pinpoints the following 
support: 

The first is the programme Lehen Aukera 60. This programme seeks to 
promote the recruitment of young people who are unemployed and 
without previous or hardly any work experience in jobs related to their 
qualifications. The programme tries to improve their employability 
through the acquisition of professional experience and to consolidate 
their entry into the job market. 

Lanbide also has a programme called Youth Return61. This programme 
provides support to help contract young people under 35 years old 
who are returning to the Autonomous Community of the Basque Coun-
try, by Basque companies and to foster their entry into the Basque job 
market. Part of the support is aimed at funding the travel costs associ-
ated with returning to the Autonomous Community of the Basque 
Country. 

Apart from those programmes, Lanbide has grants for training actions 
aimed at the social-occupational activation of low-skilled young unem-
ployed (between 16 and 25 years old) of the Autonomous Community 
of the Basque Country. 

It also regulates the non-work experience in companies that have 
signed agreements with Lanbide-Basque Employment Service, and is 
aimed at qualified young unemployed who, due to their lack of work 
experience, have employability problems. 

 
60 https://www.lanbide.euskadi.eus/inicio-lanbide/. 
61 https://www.lanbide.euskadi.eus/inicio-lanbide/. 
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Target Group Employment support programme 

People un-
der 25 years 
of age (con-
tinued) 

Furthermore, there is the HEZIBI Programme62. This programme in-
cludes two types of support: 

• Hezibi companies: sign a training and learning contract of at 
least one year with (i) students for whom Education has au-
thorised the conversion of the Training Cycle they are study-
ing into a dual project, or (ii) students for whom Lanbide has 
approved a “sandwich course” (a training project alternating 
with employment) aimed at obtaining a Certificate of Profes-
sional Standards for which they are studying. 

• Hezibi training entities: allow the approval of a “sandwich 
course” aimed at obtaining a Certificate of Professional 
Standards. 

Entrepre-
neuers 

It is another key group of initiatives in the Euskadi Basque Country 
2030 Agenda. The support includes the following:  

• In conjunction with the Basque Finances Institute and 
Elkargi, a new financing instrument has been designed for 
the new business initiatives. The aim of this new instrument 
consists of providing long-term financing for small and me-
dium enterprises (SMEs). 

• The call for grants for entrepreneurs for 2020. The support 
to cover the selecting, mentoring, and/or tutoring of the en-
trepreneurs awarded by the grants is included. 

Others Lanbide has signed an agreement with the Institute for Basque Lan-
guage and Literacy for Adults (HABE) to run Basque language skills 
courses, aimed at the unemployed and people in work who are taking 
part in training actions programmed or authorised by Lanbide. 

Lanbide has an Online Company Advisory Service, which deals with queries 
and answers enquiries regarding work contracts and allowances to support 
and monitor companies. 

Source: the author. 

Work-Life Balance 

Every year, Lanbide offers a series of measures to foster the work-life balance of 
workers. The aim of this support is to encourage the contracting of the registered 
unemployed, for example, by substituting employees or cooperative members who 

 
62 https://www.lanbide.euskadi.eus/inicio-lanbide/. 
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have taken leave or a shorter working day to look after children or dependent or 
extremely ill relatives. It seeks to support workers' access to this type of leave (care 
for relatives) by facilitating businesses for the rapid and effective coverage of the 
workplace for the duration of the situation. 

Progress in Safety at Work 

Every year, Osalan63, the Basque Occupational Health and Safety Institute, launches 
calls for private or public entities that run Basic Level training for Prevention Offic-
ers of the companies or of work centres of the Autonomous Community of the 
Basque Country. In 2018, Osalan launched calls for grants for research projects in 
the field of health and safety at work. In this parliamentary term, the emphasis has 
also been on implementing the Basque Health and Safety at Work Strategy from 
2015 to 2020. 

Indirect Tools 

As has already been mentioned, there is also a series of indirect tools to support 
the goal of increasing the quality of employment throughout the Basque Country. 
We can classify them as follows: 

Skills-Building of Workers and Jobseekers 

One of Lanbide’s fundamental purposes is to train jobseekers and workers. Every 
year, Lanbide runs courses aimed at improving employability and helping people 
enter the job market. The courses are programmed in two different lines, one pri-
oritising the unemployed, many of whom with a hiring commitment, and the other 
mainly aimed at people in work. 

These training actions, taught both in person and remotely, focus on the various 
levels of skillsets (from basic skills to those for the highly skilled aiming at a univer-
sity education or other higher vocational training). 

The training offer is divided into two specialities: the accreditable ones, which are 
the training specialities linked to a Certificate of Professional Standards, and the 
enrolled ones, with are the other training specialities not linked to Certificates of 
Professional Standards. Certificates of Professional Standards are an instrument to 

 
63 https://www.osalan.euskadi.eus/osalan/. 
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officially accredit professional qualifications in the field of the labour administra-
tion. Those certificates, which are official and valid throughout Spain, accredit the 
set of professional skills required to carry out certain work. 

One of the new practices run by Lanbide is the so-called “Training Account”, a ser-
vice to increase individuals’ employability by means of training itineraries adjusted 
to each professional profile. This tool is supplied with a person’s academic infor-
mation and the job market indicators. This means it can advise or re-focus jobseek-
ers according to their professional skills, but also help them to adapt to the needs 
of the job market. However, it not only can be used to advise the unemployed, but 
it also guides companies to direct or redirect the skills of its professionals to meet 
market demands and helps them to increase the employees’ skills and productivity. 

In 2019, 7,409 training actions were conducted in Lanbide with 79,461 people tak-
ing part; 2,021 actions were aimed at the unemployed, involving 25,596 people (22 
per cent of the average unemployed during that year); 5,388 were aimed at people 
in work with 53,865 people taking part. These figures do not include the company 
actions for their own workers, which do not enter in the concept of actions offered 
by Lanbide, but rather only involve mere financing of the companies’ own actions. 

Cooperation with Business Associations and Clusters 

Related to the action described above, another way of supporting decent work is 
to cooperate with business associations and different clusters in order to give the 
best possible response to the challenges of the future job market. Thus, Lanbide 
has first-hand knowledge of the companies’ needs and shortcomings to improve 
the training offered. The response will be more effective if the information that the 
Employment Service and the information that companies have as experts are 
shared than if each of the stakeholders tries to do so individually.  

One of the examples that we could cite regarding this type of ventures would be 
the meetings held with different clusters. Lanbide takes part in the annual meeting 
organised by the Basque Government’s Ministry for Economic Development and 
Infrastructures with all the clusters of the Basque Country. That meeting leads to 
meetings with the clusters that so request it and those meetings are opportunities 
to try to answer the clusters’ questions regarding future employment challenges. 
For example, if a cluster tells Lanbide that it is going to find it hard in the future to 
find people trained in a specific occupation, they will be given information about 
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the different training courses in Lanbide that could help them to train their work-
force. If those courses do not help them to meet their needs, they are given the 
option of designing ones adapted to their specific needs. 

Lanbide has entered into a Partnership Framework Agreement for Employment and 
Skills in the Basque Country from 2018 to 2020 with Confebask, the Basque Busi-
ness Confederation. The aim is to work together to respond to the need of Basque 
companies to cover 100,000 jobs in the Basque Country during those three years. 

Information for Citizens 

Empowering workers is another way in which a government can obtain quality em-
ployment, and information is one of the keys to empower people. 

For some time now, the Basque Government and all its ministries have published 
generated data on the Open Data Euskadi portal 64, where citizens will find a large 
catalogue of data to consult. One of the goals of this type of tool is for citizens to 
have access to the data that the different ministries produce. After all, the reason 
for preparing data and indicators lies in their use. Other objectives besides that are 
transparency and the fighting of corruption. 

The use of the Futurelan tool65 and Placement Surveys66 could be one example of 
how information could help to empower citizens regarding the goal of “decent 
work”.  

Lanbide’s Technical Office conducts an annual survey of all university and voca-
tional training (VT) graduates to investigate the level of insertion into the labour 
market of each field of knowledge, university degree, or professional familiy. The 
published data includes employment, activity and unemployment rates, number of 
graduates, time interval between end of study and first job, and wage among oth-
ers by sex, region, branch of activity, and occupation. The survey is conducted three 
years after graduating in the case of those who studied at university and after one 
year if they have a vocational training qualification. Once the survey is conducted 
and the data exploited, indicators are obtained on the job placement figures of 
each of degrees from different universities and VT modules. The information is then 
shared both with the students, who must decide on a professional career to follow, 

 
64 https://opendata.euskadi.eus/inicio/. 
65 https://www.lanbide.euskadi.eus/inicio-lanbide/. 
66 https://www.lanbide.euskadi.eus/inicio-lanbide/. 
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and with career advisors. Thus, objective information based on the data helps with 
the difficult decision to decide between one professional career or another. 

Along with that information, the Lanbide Technical Office offers further support 
through the Futurelan portal, where information is available on the expected evo-
lution of certain activities and occupations in the coming years, based on econo-
metric models and the assessment of experts. That information is used to produce 
occupational datasheets on key jobs in the future that will have to be considered.  

Thus, students can use the results of the Placement Studies and the Futurelan data 
to make their decisions objectively, using a scientific, data-based hypothesis on the 
evolution of the selected occupation on the job market. 

Technological Upgrading 

For many years now, the Basque Government has been working on supporting 
companies by helping them to access new technologies. It has two important enti-
ties for this task: SPRI (the entity of the Basque Ministry of Economic Development 
and Infrastructures tasked with promoting Basque industry)67 and Innobasque (the 
Basque Innovation Agency)68.  

SPRI is working with companies to facilitate access to digitalisation and cybersecu-
rity or even support them in founding the company in the first place. This entity is 
working different areas, one of the most important is Research and Development 
(R&D), which entails tasks such as investing in the development of new products 
and in the improvement of existing ones, experimenting with new materials, and 
managing day-to-day matters in a different way among others. It is what makes 
Basque companies cutting-edge, competitive, and relevant. 

Another key area is Nanotechnology. SPRI is driving the “nano Basque” strategy, 
which aims to incorporate micro- and nanotechnologies in Basque companies to 
enhance competitiveness in the main business sectors and foster the diversification 
of the industrial fabric. 

Robotics is also an area to mention. Robotics is undeniably one of the levers for 
ensuring that companies are competitive. That is particularly true in the case of 
small and medium-sized enterprises (SMEs), which need to automate their pro-
cesses with flexible solutions that rapidly adapt to changes in their manufacturing 

 
67 https://www.spri.eus/es/. 
68 https://www.innobasque.eus/. 
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orders. SPRI offers training and economic, technological, and other advisory ser-
vices.  

In 2007, Innobasque was established with the mission of driving the development 
of innovation, the latter in conjunction with other stakeholders. The organisation 
now has around 1,000 member and has thus created a private-public partnership. 
Innobasque also provides the so-called Free Technological Advisory service to fos-
ter the digital transformation through customised and practical deployment of 
technologies that help make businesses more competitive. The service is aimed at 
Basque self-employed, entrepreneurs or micro-SMEs employing less than ten peo-
ple.  

Innobasque furthermore offers collaboration grants for university students who 
want to be involved on a compatible basis with their studies in Research Groups of 
the Basque University System, Basic and Excellence Research Centres (BERC), 
Health Research Institutes (IIS), or Cooperative Research Centres (CIC).  

Innobasque also offers grants aimed at stimulating and incentivising research, de-
velopment, and innovation in different sectors to enhance their efficiency, improve 
their competitiveness, contribute to sustainable growth, and foster cooperation 
between different sectors. 

Supporting Entrepreneurship 

The Euskadi Basque Country 2030 Agenda defined eight commitments, such as 
Goal #8 that includes “supporting entrepreneurship”, meaning to “promote inclu-
sive and sustainable economic growth, employment and decent work for all”.  

Among the various initiatives coming with this commitment, it should be high-
lighted that, in collaboration with the Provincial Councils, the Basque Entrepre-
neurship System is being enhanced to activate the cultural entrepreneurship in so-
ciety and attract entrepreneurial talent from abroad, particularly among young 
people. 

Another initiative prepares and implements the Support for Entrepreneurs Plan 
from 2017 to 202069. It contains tax measures and economic incentives, along with 
the setting up of a “one-stop window” (Ventanilla Única) that oversees the stream-
lining of the formalities to set up companies, provides information on all entrepre-
neurial advisory services and actions, and focuses on helping and mentoring young 

 
69 https://www.euskadi.eus/. 
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entrepreneurs, women entrepreneurs, and self-employed. Within this commit-
ment, for example financing formulas for start ups are developed and the recogni-
tion and social value of entrepreneurial activity and entrepreneurs is searched. 

Fostering Participation 

“Fostering social dialogue and participation” is also among the eight commitments. 
There are different initiatives within this commitment, including, for example, the 
reinforcement of the Basque Labour Relations System. Part of the Basque Govern-
ment is the Labour Relations Board, a public institution set up as a standing meeting 
and dialogue body between business and trade union confederations, and as a so-
cio-occupational advisory body. 

One goal of the initiative is fostering social dialogue by means of creating and bol-
stering this standing social dialogue body made up of representatives of the Basque 
Government and of representatives of the most important businesses and social 
organisations. 

The initiative also works on stimulating collective bargaining to improve employ-
ment quality, stability, and business competitiveness and to encourage the partici-
pation of the workers in companies. To give an example, the Basque Government 
awards grants for worker participation in companies. The subsidised activities are 
developing and implementing methods and tools that facilitate and improve the 
participation of workers in the management and in the bodies of Social Economy 
Enterprises, and the subscription of shares or stakes by employees among others. 

And as a good practice, the design of the Employment Strategic Plan from 2017 to 
2020 includes a participatory process for contributions to be submitted by busi-
ness, trade unions, and social stakeholders as well as from other institutions. 

Fostering Corporate Social Responsibility 

“Fostering corporate social responsibility” is another commitment. The main initi-
ative of this commitment is to “foster the corporate social responsibility (CSR) cul-
ture in our companies, with an emphasis on transparency as a tool to ensure the 
involvement of the different areas of the company in its development”. In 2019, 
calls for grants were therefore launched to disseminate and deploy CSR in the com-
panies of the Autonomous Community of the Basque Country. The grants financed 
activities such as preparing CSR training methodologies, the analysis of quantified 
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benefits of applying CSR in companies, and the disseminating of CSR culture by 
means of identifying best practices.  

Indicators of Quality of Employment in the Basque Country 

Given the difficulty of building a synthetic indicator that measures the situation of 
the labour market in terms of quality, we selected indicators that allow for a vision 
of the concept. There are many indicators that, in one way or another, relate to the 
concept of quality (for example, in a project carried out in the Technical Office of 
Lanbide, more than 50 indicators were accumulated). These indicators are classi-
fied into two typologies: context indicators and impact indicators. Table 2 shows 
some of the indicators that were selected for the analysis titled "The Future of 
Work in the Basque Economy: Demography, Technology and Occupational 
Change"70. 

Table 2: Indicators of quality of employment 

        Variance 

Dimension Indicator 2010 2019 % Absolute 

Context indicators 

Employment - 
Unemployment 

1- Activity rate (%) 58,2 56,2 -3,4 -2 

2- Employment rate (%) 52 51 -1,9 -1 

3- Indefinite hiring rate (%) 77,6 75,7 -2,4 -1,9 

4- Long-term unemployment rate (%) 3,5 4,7 34,3 1,2 

Dialogue - Conflict 5- Working days lost by strikes 303.578 388.624 28,0 85.046 
 Economic Structure 6- GDP growth rate 0,8 2,2 175,0 1 

I+D 7- Expenditure on I+D (% of GDP) 2,04 1,85 -9,3 -0,19 

Impact indicators 
Work situation 8- Self-employment rate (%) 15,2 14,3 -5,9 -0,9 

Wages 9- Average annual gross wage (€) 26.594 28.204 6,1 1610,79 

Stability 

10- Temporary employment rate (%) 22,38 24,30 8,6 1,925 

11- Part-time employment rate (%) 14,10 16,70 18,4 2,6 
12- Temping agency contracts (% of all con-
tracts) 16,62 20,94 26,0 4,32 

 
70 Notes: Indicators 4, 7, 23 and 24 correspond to 2018 data and indicators 9 and 13 correspond 
to 2017 data. Indicator 24 (“Poverty risk rate”) measures the percentage of the population below 
the poverty risk threshold. The poverty line is drawn at the value of income below which a person 
or family is considered to be at risk of poverty. It is a figure that varies depending on the income 
of the population of the country or region concerned; as the incomes rises, so does the poverty 
line, and as the incomes decreases, so does the poverty line, too. The poverty line is at 60 percent 
of the median income per unit of consumption for the people in a country or region. 
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No discrimination 13- Gender pay gap (%) -23,60 -23,60 0,0 0,0 

Health and security 

14- No occupational accidents with sick 
leave/ People in work (%) 4,06 3,91 -3,7 -0,15 

15- Fatal accidents/ People in work (%) 0,0048 0,0032 -33,3 -0,0016 
16- Occupational diseases/ People in work 
(%) 0,29 0,33 13,8 0,04 

Qualification 

17- Employment with basic training level 
(%) 26,6 21,3 -19,9 -5,3 

18- Employment with medium training level 
(%) 23,0 21,5 -6,3 -1,45 

19- Employment with high training level (%) 50,5 57,20 13,4 6,75 

Balance 

20- Part-time workers with family responsi-
bilities (%) 28,4 23,3 -18,0 -5,1 

21- People in work with general possibility 
of organising their working day (%) 4,2 4,2 0,0 0 

22- Inactive women where family responsi-
bilities are given as the reason (%) 26,8 16,2 -39,6 -10,6 

23- Low degree of difficulty when combining 
aspects of work-life balance/ Working pop-
ulation (%) 

47,2 38,4 -18,6 -8,8 

Poverty 24- Poverty risk rate (%) 11,70 8,60 -26,5 -3,1 

Sources: the author, based on data by EUSTAT, INE (Encuesta anual de estructura salarial, En-
cuesta de condiciones de vida, Microdata E.P.A.), Osalan, and Ministerio de Trabajo y Economía 
Social. 

To summarise, with an overall balance of economic growth, labour indicators show 
more unemployment and lower employment. That employment is characterised 
by an increase of 11.3 per cent in part-time employment and a decrease of 16.6 per 
cent in job stability. The given period (from 2010 to 2019) furthermore was charac-
terised by less labour conflict, an improvement in the conditions of conciliation, a 
decrease of the poverty rate, an increase in the levels of qualifications of the pop-
ulation, and an improvement in the parameters of occupational health and safety. 
At the time, the elements of discrimination between women and men and were 
not siginificantly decreased and there was a loss of purchasing power in wages.71 

Conclusion 

This assessment has sought to highlight the importance of generating and protect-
ing “decent work” and quality employment, in contrast to the growing precarious-
ness since the financial crisis in 2008. Both national and regional governments, 

 
71 Still, the above proposal of labour market quality indicators is only an approximation and re-
quires a greater depth of indicators, analysis, and consensus. 
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along with business associations and trade unions, can develop and provide their 
societies with the tools to create a job market providing “decent work”. Financial 
assistance is necessary, but not enough, as it oftentimes comes up only to ulti-
mately one-off measures for specific moments in time.  

New rules, business incentives, and policy measures targeting the economy can di-
rect investments better towards areas of the economy that advance “decent” jobs, 
gender equality, and sustainable development, and at the same time provide a 
foundation for high value-added activities72 (ILO 2019: 49). 

Still, it is also necessary to change the current functional distribution of wealth, 
which is based on the allocation of income to the factors involved in the production 
processes (namely, work and capital). The functional distribution of wealth has 
changed over the past 20 years in many Western countries, where the weight of 
capital income has increased relatively to the work income. This has been happen-
ing in the last 20 years and is therefore not the result of a temporary situation, but 
a clear trend. “Decent work” is one of the fundamental elements to ensure equality 
and inclusive growth, and it is necessary to adequately reward the labour force, 
change the capital-work ratio, and make work gain more weight in the face of cap-
ital. In order to achieve this end, it is vital to have policies that protect all workers 
in the formal and informal economy and to follow the law on non-discrimination 
and the minimum wage. 

*COVID-19 Annex 

We have so far analysed the approach of the Basque Country to “decent work” and 
the emphasis it places on it. However, the foundations of the local and world job 
market have been shaken to the core by the world health crisis since March this 
year. Therefore, we cannot currently analyse the job market situation without con-
sidering the COVID-19 crisis and ensuing state of alarm decreed by the Spanish Gov-
ernment on 14 March 2020. In the Basque Country, both the employment figures 
and the number of people registered with the Social Security system in the first two 
months of the year gave reason to believe that they were going to be the best of 
the historical series (if they continued like this). However, the health crisis put a 
stop to that. 

 
72 High value-added activities are activities that generate high profits. 
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In the situation when millions of jobs are forecast to be destroyed worldwide, the 
Spanish Government’s goal has been to safeguard jobs by applying temporary lay-
offs, and both the Central Government and Provincial and Regional Governments 
have provided a series of aid for both companies and workers.  

There are 41 distinct types of aid in the Autonomous Community of the Basque 
Country, including subsidies, financing, changes in procedures, new legislation, and 
labour measures among others. One of the groups most suffering from the eco-
nomic effects of the health crisis are the self-employed; therefore, the Basque Gov-
ernment has placed special importance on protecting them.  

The world is facing an unprecedented challenge. A disruptive element has joined 
climate change, demographic changes, and modern technologies. The world faces 
a pandemic produced by an unknown virus, decreed states of alarm aiming at sof-
tening the impact on people’s health, and an ensuing paralysation of the social and 
economic life. The impact of the crisis on the job market is still unknown. 
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2.2. Challenges for Policy Makers 

SMEs in the Economy of Russia: Regional and Industry Aspects 

Nina Oding 

Introduction 

Small and medium-sized enterprises (SMEs) are a relatively new phenomenon in 
the economic and social life of Russia. This form of organisation provides jobs for 
millions of workers. According to state statistics, the number of these enterprises 
is constantly increasing. However, the share of small enterprises in the economy is 
still small when compared with developed countries, which makes sense from a 
historical point of view. In Europe, medium-sized and large enterprises grew from 
small enterprises, while in the post-Soviet countries, where large enterprises pre-
dominated that had lost the tradition of the small business, private initiative devel-
oped only with difficulty. 

In recent years, the organisation of SMEs in Russia has become easier. However, a 
successful participation of SMEs in the market is challenged by laws and the in-
creasing regulation of various industries through several requirements and rules.  

When SMEs first developed in Russia, they mainly did so in the area of trade. In 
recent years, their presence in other sectors of the economy has also become no-
ticeable. This development was facilitated by the expansion of opportunities for 
organising production in new industries, the development of cooperative ties, and 
stimulation by the state. Also, the search and hiring of personnel of the appropriate 
qualifications in SMEs is highly flexible. 

The main resource for SMEs is employees. Also, the structure of the enterprise and 
the management system are different from those inherent in large enterprises. Ac-
cordingly, the task of selecting and organising the work of personnel oriented to-
wards the performance of multitasking functions is extremely important for ensur-
ing efficient functioning. To reduce costs, the employer offers employees to com-
bine various functions in a small enterprise, which requires the use of new methods 
of selection and motivation of staff. 
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Development of SMEs in Russia 

Compared to European countries, the share of SMEs in Russia is significantly 
smaller; SMEs make up for 21 per cent of the gross domestic product (GDP) in Rus-
sia, whereas they make up for more than 60 per cent of the GDP in the economies 
of the European countries. Furthermore, the number of SMEs per 1,000 people in 
Russia is at 27.6, which is lower than the figures for Europe, China, and the world 
(OECD 2019). 

Traditionally, SMEs operate in the areas of trade, service, repair, and construction. 
In other words, SMEs work in service sectors with low entry costs and resource 
requirements, notably wholesale, retail trade, and construction. As noted in the 
OECD survey (OECD 2019), relatively fewer SMEs operate in the manufacturing sec-
tor. SMEs in the manufacturing sector can be found in those areas that are capital 
or knowledge-intensive, requiring a larger scale of production. Nonetheless, SMEs 
even dominate some knowledge-intensive services such as advertising, market re-
search, and other professional, scientific, and technical activities as well as legal, 
accounting, and management services (OECD 2019). 

The OECD study points at the connection between sectors with lower productivity 
and lower wages. Although SMEs can outperform large enterprises in some services 
sectors, most new firm and job creation takes place in sectors with below average 
productivity levels. In addition, new firms are often born small, which causes 
productivity gaps between small and large firms at the aggregate business level. 
The lower productivity of SMEs has resulted in more low-paid jobs. SMEs, even the 
larger ones, typically pay employees around 20 per cent less than large firms. Be-
tween 2010 and 2016, close to 90 per cent of the new jobs in France, 75 per cent 
in the United States, and 66 per cent each in Germany and the United Kingdom 
were in lower-wage sectors. SMEs as drivers of job creation need higher investment 
in skills, innovation, and tech to boost wages and productivity (OECD 2019). 

The main problem of SMEs in Russia is not their small share of the country’s econ-
omy, but the lack of significant dynamics and of a growth in the number of and 
employment at them.  

In Russia, statistically, the number of SMEs seems stable, with a slight upward 
trend. A certain increase in growth rates between 2016 and 2018 was an exception, 
and the real pace is more modest. Moreover, the tendency to a decrease in the 
number of employees at SMEs has stabilised, too (Figures 1, 2). 
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Figure 1: Number of small enterprises and employment in Russia (2011-2018) 

 

Source: Rosstat (2013a: 632, 2019a: 634). 

Figure 2: Employment in medium-sized enterprises in Russia (2012-2018) (in 
thousand people) 

 

Source: Rosstat (2013b: 9). 

According to the Audit Chamber (2019), the number of workers employed in the 
SME sector (including microenterprises) did not change significantly, rising be-
tween 2015 and 2018 from 18.9 to 19.3 million people only. The number of SMEs 
(again, including microenterprises) remained at approximately the same level, 
namely, rising in the same period from 5.5 to 6 million only, while the number of 
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medium-sized enterprises decreased from 20.4 to 16.7 thousand (Audit Chamber 
2019). 

Why does the number of new enterprises and jobs in the SME sector not increase? 
According to estimates of the SberData project by the Sberbank from August 2018 
to March 201973, the number of active SMEs in Russia increased by 0.3 per cent; a 
year earlier, the growth rate was much higher with 11.8 per cent for the same pe-
riod of time (calculations are based on data from the SME registry by the Federal 
Tax Service and bank transactions with Sberbank). Sberbank explains the figures by 
the stabilisation of the situation after the rapid recovery of company activity be-
tween 2017 and 2018 (Matovnikov et al. 2019) (Figure 3). An alternative explana-
tion may be that in recent years, several regulatory legal acts have been adopted 
to legalise the informal sector of the economy, which has led to an increase in 
growth rates. It should be borne in mind that in about 50 regions (more than half 
of the regions of Russia), the number of SMEs decreased, but in most regions, the 
number of microenterprises (which are included in the concept of SMEs) neverthe-
less increased. The criteria for referring to small and medium-sized enterprises in 
Russia are the number of employees and the annual volume revenue. In the Rus-
sian statistics, microenterprises are considered separately, and they are not in-
cluded in the number of SMEs.74 

Such developments might be rooted in the new, widespread practice of adapting 
small businesses to new risks. For example, new enterprises are often re-registered 
old businesses that seek to fall under tax holidays and avoid inspections. In addi-
tion, small enterprises take advantage by transferring staff to individual contracts, 
thus transforming a small enterprise into the status of an individual entrepreneur. 

  

 
73 The SberData project is an initiative of Sberbank for processing and analysing big data. Based 
on information obtained from payment systems and publicly available sources, bank experts pro-
vide quantitative characteristics of the socio-economic processes taking place in the country at 
the macro and microeconomic levels.  
74 Per definition commonly used in Russia, medium-sized enterprises employ fewer than 250 
people and their annual revenue does not exceed 2 billion roubles. Small enterprises employ not 
more than 100 people and their annual revenue does not exceed 800 million roubles. Microen-
terprises employ not more than 15 people and their annual revenue does not exceed 120 million 
roubles. 
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Figure 3: Turnover of SMEs in Russia (2012-2018) 

 

Sources: Rosstat (2013a: 632, 2019a: 634, 2019c: 9). 

There are still disputes in the Russian society over the poor development of SMEs 
in the country. In their study on the Development of Small and Medium-Sized Busi-
nesses in Russia, Sberbank claims that only 2.9 per cent of Russians conduct their 
own legal SMEs in March 2019, and the reason for this is that Russians are weak in 
entrepreneurship (Matovnikov et al. 2019). However, that does not exhaust all the 
possible explanations for this phenomenon. It should be borne in mind that be-
tween 25 to 40 per cent of the Russian economy consists of undeclared business. 
The low share of SMEs in Russia could also be explained by the tendency to stay 
undeclared business, as businesses do not trust the state and its capability to insure 
risks. The number of SMEs in Russia will only increase if business conditions change 
and if entrepreneurs start to officially register their businesses. 

The COVID-19 crisis revealed once again the attitude of the Russian state towards 
SMEs. At first, there was no help at all, and then, in the light of negative compari-
sons with the actions of Western governments, the Russian government was finally 
forced to take action, but provided only partial and insignificant measures, such as 
delaying fines for non-payment of rents. 
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strategy, whereas large businesses (primarily the fuel and energy complex) profit 
from state support. 

The nature of small business is transforming. The so-called one-day firms dominate 
the field and the majority of small enterprises remains in the realm of undeclared 
business because of an unfavourable business environment. Small businesses face 
excessive regulations and inspections and the demand of the population decreases 
due to the reduction of real incomes. This explains the lack of growth dynamics of 
the SME sector in Russia and a decrease in the number of employees in this sector. 

Current Problems 

Traditionally, the development of SMEs is considered as one of the main strands of 
diversification of the Russian economy. Nowadays, the development of SMEs has 
become one of the federal priorities; the goal is an increase in the number of em-
ployees in SMEs by six million people. According to the Strategy for the Develop-
ment of Small and Medium-Sized Enterprises in Russia75, the share of employees in 
SMEs of the total employed population should be 35 per cent by 2030. Considering 
the current state of SMEs in Russia, it is questionable if this goal can be achieved. 

Although formal conditions have improved, as can be seen in the Doing Business 
2020 ranking for Russia by the World Bank Group (2020), regional differences are 
great and the negative effects due to businesses remaining unregistered/informal 
prevail. The SMEs sector declined due to a decrease in demand, the introduction 
of online cash registers, and an increase in the value added tax (VAT). The official 
tax burden published by the Federal Tax Service for several types of activities 
ranges from 2 per cent to 10 per cent on average. However, the real costs for en-
trepreneurs are much higher, including Plato (a charge for heavy vehicles), over-
haul fee for residents, environmental tax, excise taxes, trade tax, the recently in-
troduced tourist tax, and increased port taxes. According to various estimates, the 
number of all kinds of mandatory non-tax payments amounted up to 50 or 70 in 
2016. Revenues from so-called “quasi taxes” are close to 1 trillion roubles per year, 
according to estimates by the Audit Chamber (2019). 

 
75 http://static.government.ru/media/files/jFDd9wbAbApxgEiHNaXHveytq7hfPO96.pdf 
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The Russian state has created a multilateral system of support for SMEs, which in-
cludes direct and indirect support measures through infrastructure and develop-
ment institutions. Direct measures include the provision of subsidies, soft loans, 
and special conditions for public procurement under federal procurement laws. In-
direct measures include special tax regimes, simplified accounting, statistical re-
porting, free consultations, business training, and free admission to exhibitions and 
fairs. 

In the literature, these measures of state support were estimated with mixed re-
sults. The calculations of many authors have shown that unexpected effects accom-
pany massive support (such as subsidies and loans), effective entrepreneurs are 
ousted from the market (Shane 2009), and productivity and efficiency decrease.  

The Russian authors Barinova and Zemtsov (2018) examined whether state support 
influences the development of SMEs in the different regions and why state support 
in Russia has little effect or affects an insignificant share of small enterprises only. 
Related problems are poorly developed institutions of social control (audit and an-
titrust control), little competition in the Russian market, little effects of direct sup-
port measures on the development of SMEs, and a weak SME sector in general. The 
volume of state aid is insufficient for the tasks of real growth of small businesses 
and diversification of the economy (Barinova and Zemtsov 2018). 

The non-government Association “Support for the Development of Foreign Eco-
nomic Activity” studied the conditions for SMEs in 2017 and found that small busi-
nesses enjoy almost no state support and/or know very little about the possibilities 
of such. Only about 2 per cent of small enterprises and 3.1 per cent of individual 
entrepreneurs use state support measures. Even though at the federal, regional, 
and local level, there are about 600 programmes in total, entrepreneurs oftentimes 
do not have any information about them, where to go, and whether they meet the 
criteria for these programmes.76 

Paradoxically, participation in public procurement procedures often involves SMEs 
in corruption. According to the reports of the Audit Chamber, there are cases of 
splitting firms, financing various organisations belonging to the same person, and 
creating one-day firms to receive state support. Therefore, in the Kaluga region, all 

 
76 http://www.np-srv.ru/stati/5-prichin-pochemu-malyy-biznes-v-rossii-ne-rastet-kak-v-
evrope/. 
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financial support went to four companies, the co-founder of which is the same in-
dividual; in the Bryansk region, out of 60 legal entities that received support, 22 
organisations were registered only immediately before receiving assistance (Audit 
Chamber 2019). 

According to the Strategy for the Development of Small and Medium-Sized Enter-
prises in Russia77, the share of small businesses in public procurement every year 
should not be lower than the increasing quotas for purchases from SMEs.  

In the period between 2016 and 2018, the share of direct participation of SMEs in 
the state procurement has increased from 15 to 25 per cent of the total. Still, there 
are many obstacles for small businesses in this area. The Center for Expertise and 
Analysis of Entrepreneurship Problems, Opora Russia78, lists the need to undergo 
voluntary certification among the main problems with participating in government 
tenders, because the costs of such a service can go up to 1.5 million roubles. Fur-
thermore, there are difficulties associated with price dumping in public procure-
ment procedures. In several industries, the contract price is reduced by up to 60 
per cent. As a low price oftentimes is the main reason for government institutions 
to select a company to be hired, arguments of quality come short many times and 
a company whose professional staff is not prepared for the implementation is given 
the job. Another requirement for all participants is to provide a bank guarantee 
with an amount of 5 to 30 per cent of the initial price of the contract, or to transfer 
their own or credit funds to the customer’s account.79 

SMEs in the Industries 

For many years, SMEs have not only been present in trade, but also in industry 
and construction (Figure 4). 

  

 
77 http://static.government.ru/media/files/jFDd9wbAbApxgEiHNaXHveytq7hfPO96.pdf. 
78 https://opora.ru/en/. 
79 https://opora.ru/en/analytics/. 
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Figure 4: Number of small enterprises by main sectors (in thousands) 

 

Source: Rosstat (2013a: 633, 2019a: 636). 

A more detailed examination of small enterprises in the industry shows that they 
operate in all sectors of that branch of economy and in some, such as real estate, 
even constitute the majority of companies (Figure 5). 
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Figure 5: Small enterprises by branches of economy 

 

Source: Rosstat (2019b: 371). 

About 8 per cent of small enterprises (adding medium-sized enterprises, more 
than 20 per cent) belong to the manufacturing sector. Such enterprises are char-
acterized by problems with investments in fixed assets and the cost of loans. 
They were also negatively affected by devaluation and a decrease in demand. A 
constraining factor in attracting personnel for such enterprises is low salaries. 
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For the small businesses of transport and communications, the main challenge 
are the fees they must pay for the transportation of large goods through the 
Plato system. Some enterprises were forced to leave the market, unable to with-
stand the fierce price competition under such conditions. Increased excise rates 
on fuel in recent years also hit small businesses in the transport sector, affecting 
other industries dependent on transportation services. 

The sector of SMEs varies significantly between different regions. In some re-
gions, the development of small companies is a priority; in others, the economic 
potential is fully concentrated in large companies and the public sector. There-
fore, measures of differentiated support are required, which are absent in most 
of the current legal acts. 

In Russia, certain types of regions have developed in terms of development of 
SMEs. A comprehensive typology of the regions in terms of SMEs development 
was created by Zemtsov (2016), reflecting the state of art as well as the potential 
development of SMEs. 

The author identified regions with a high level of development of SMEs as well 
as high growth potential of this sector. Regions that are dominated by active 
SMEs support policies are Belgorod Oblast, Republic of Tatarstan, Kaluga, Tyu-
men, Ulyanovsk, and Perm Territory. The last five regions represent innovative 
territorial clusters that are actively supported by the regional authorities and de-
signed to intensify the interaction between SMEs and large enterprises (Zemtsov 
2016). 

Another group includes the regions with large cities, such as the regions of Omsk, 
Rostov, and Sverdlovsk, where the modern services sector is actively developing; 
here, the highest entrepreneurial activity, but also low rates and a weak growth 
potential can be found. A favourable business environment has developed in 
these regions, but competition is high and niches for SMEs are already occupied. 
SMEs are significant in Moscow and St. Petersburg as well as in the regions with 
active youth entrepreneurship, such as the regions of Novosibirsk and Tomsk, as 
well as in the regions with a high share of foreign trade relations, such as the 
Kaliningrad Region, Primorsky, and the Khabarovsk Territories (Zemtsov 2016). 

Figure 6 shows the federal districts (blue) and by regions (green). The number of 
SMEs is high in the Central Federal District, North-West Federal District, Volga 
Federal District, and Siberian Federal Districts. However, in these districts the 
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majority of SMEs are concentrated in one or two regions. For instance, in Volga 
Federal District with 14 regions in total, the majority of SMEs is located in the 
Republic of Tatarstan; in the Southern Federal District with eight regions in total, 
most of the SMEs are concentrated in the Krasnodar Territory. The highest num-
bers of SMEs are located in the Central Federal District with Moscow in first po-
sition and the North-western Federal District with St Petersburg second. In fact, 
it is in these few regions that SME activity is significant (Zemtsov 2016). 

Figure 6: Number of small enterprises by federal districts and regions in Rus-
sia (in thousands)

 

Source: Rosstat (2019b: 372). 

More than half of the workers in SMEs are concentrated in ten regions of the 
country; more than 20 per cent are in Moscow and 8 per cent in St. Petersburg, 
where a steady demand for services, a diversified economy, and a well-educated 
population can be found (Zemtsov 2016). 

Innovative SMEs and New Employment 

Furthermore, another sector should be considered, conventionally called “inno-
vative”, which includes SMEs that develop or use high technology. Statistically, 
its share of innovative SMEs is insignificant. Here, the development potential is 
concentrated in the form of qualified specialists and business ideas. Tradition-
ally, such enterprises are concentrated in the Information Technology (IT) sector. 
It is difficult to answer the question unequivocally whether a small business can 
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be innovative, since the criteria for innovation themselves are very vague and 
subjective. However, a small business today may well become both a “conduc-
tor” of innovation, actively mastering new technologies, and a direct creator of 
innovative products. The last phenomenon can be shown in the experience of 
Western countries, where small businesses quite successfully make innovations 
part of their work. 

Foreign experience in fact does show that SMEs contribute to innovative devel-
opment, as the number of innovations per scientific researcher is significantly 
higher in SMEs than in large organisations. In several Russian regions, small en-
terprises (especially those working in high-tech) were brought together to create 
an effect of agglomeration, creating incubators, special economic zones, tech-
nopoles, and technology parks. Examples are the IT park Innopolis in Tatarstan 
and the pharma cluster in St. Petersburg as well as Skolkovo in Moscow.  

Such solutions are popular in relatively rich regions; however, despite the inten-
sification of the process of creating and organising the activities of small enter-
prises in one territory, there is no evidence of significant effects, especially re-
garding tax and rental benefits. Nevertheless, recent studies (such as by Mada-
leno et al. 2018) have also shown that the overall effect of such measures is pos-
itive. The authors suggest that co-working spaces, incubators and accelerators 
can be conceived of in four ways: as cities in miniature; as tools for bridging or 
structuring a range of relational distances or proximities; as ways to structure 
and de-risk entrepreneurial learning; or as economic communities or communi-
ties of practice. 

However, existing measures to support innovative SMEs can become a barrier to 
development, since the development of their activities can lead to the abolition 
of subsidies. Particularly controversial is the situation in the pharmaceutical in-
dustry, where specific regulatory problems such as compulsory licensing, parallel 
import, lack of standardization of active ingredients, and impurities play a role. 

In Russia, the localisation of SMEs in one pharmaceutical cluster has so far 
proven to be successful. Since 2010, the pharmaceutical market of St. Petersburg 
has experienced a five-fold increase, with a growth of the volume of production 
of medicines amounting to about 20 per cent of the nationwide production be-
tween 2015 and 2016 only. Since 2011, there has been a significant increase in 
the export volume; of pharmaceutical products, ranging from USD 500 to 600 
million per year (though when looking at the absolute numbers, the effect does 
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not seem so impressive). The top ten consumers include the Commonwealth of 
Independent States (CIS) and neighbouring countries as well as countries with a 
high demand for specialised drugs (such as vaccines). This is because preclinical 
studies of drugs in many cases are insufficient to bring development to the mar-
kets of developed countries with the relevant standards of clinical and laboratory 
practice. 

Box 1: Priority projects of SMEs in pharmaceuticals and medical technology 

Farm-Holding CJSC - conducting research in the field of peptide preparations, plus develop-
ment and implementation of technologies to produce new drugs on their basis; 

Vital Development Corporation OJSC - development and organisation of pilot production pro-
jects for clinical diagnostics; 

JSC Orion Medic - a project for the development and production of medical products of a wide 
range (such as laser ophthalmic complexes and low-vision devices among others); 

Inmed - a project to develop a technology of composite net materials based on biopolymers 
to produce applicative haemostatic materials; 

"Nord Place" - a research and production complex for the development and industrial produc-
tion of innovative protein substances for a wide range of applications. 

Source: Russian Investment Forum (2017). 

SMEs and Employment 

Difficulties of Employment 

As pointed out in the Deloitte Report (Deloitte 2018), today’s tight labour market 
creates new challenges that can affect time to hire. Consider that candidates of 
the future will likely require a complex mixture of soft, interpersonal as well as 
detail oriented digital skills. Tackling recruitment in 2018 and beyond may re-
quire new thinking and business processes designed to attract candidates best 
able to create consumer moments that truly matter.  

According to the annual Opora Russia surveys of SMEs, the main problems of 
SMEs are related to the availability of financial resources and tax arrears. Not 
every third small and medium-sized enterprise has difficulty in finding workers. 
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Some enterprises note difficulties with the selection of personnel of highly skilled 
workers, and especially technical specialists and workers.80 

On the one hand, during recent years, the key problem for SMEs in the manufac-
turing sector was the lack of qualified personnel. The labour market is not capa-
ble of satisfying the needs of companies for qualified engineers and technicians 
or skilled workers. Even the selection of specialists for non-productive units (such 
as accountants or administrators) often proves difficult.81 

On the other hand, the quality of jobs offered by SMEs is not always high. Low 
productivity does not allow paying decent salaries, and there are more profes-
sional risks for workers than at state enterprises. More than half of the managers 
state that finding engineers and technicians is either difficult or almost impossi-
ble. However, there are also possibilities for SMEs to organise special additional 
training and educational programmes for their employees. This could help them 
acquire the skills and expertise in such areas as the preparation of business plans, 
quality management, marketing and promotion, export, finance, the production 
process, and the development of new products. Nevertheless, almost 40 per 
cent of the study participants were not able to comment on issues related to the 
availability and quality of educational programmes, which shows a low aware-
ness of companies about existing opportunities in the field of advanced train-
ing.82 

(New) Forms of Employment 

The increase in the scale of non-standard and flexible forms of employment at 
SMEs reflects the general trend towards a more flexible labour market. The lit-
erature notes that so far, the use of temporary employment is often identified 
with "poor", low-paid jobs that lower the level of well-being of the population. 
On the other hand, temporary employment can positively affect productivity and 
innovative activity, reduce labour costs, and increase the competitiveness of an 
enterprise (Gimpelson and Kapeluyshnikov 2006). 

Many academic papers focusing on SMEs argue that there are many risks for 
employees related to lower pay, lack of guarantees, non-compliance with labour 

 
80 https://opora.ru/en/analytics/. 
81 https://opora.ru/en/analytics/. 
82 https://opora.ru/en/analytics/. 
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laws, delays in payment, and uncertain work patterns. It has been noted in sev-
eral studies that in the last decade, there has been an expansion of precarious 
employment and growing of a new precariat (Krylova 2009). This is especially 
true for the small business sector (though the analysis is complicated by a lack 
of statistics) (Toksambaeva 2017). In a modern economy, a small enterprise is 
considered the most flexible regarding frequent economic changes.  

Non-standard forms of employment (such as distance employment, flexible em-
ployment, and agent employment among others) are developed in connection 
with the intensive spreading of high-speed means of transmitting information. 
The limitations caused by the COVID-19 crisis added to increased use of such new 
forms of work. In the future, a virtual workstation with access to the network 
with all the information, the possibilities of virtual meetings, and cloud technol-
ogies could become a full replacement for a stationary workplace in the office. 
This would change not only the real estate market through a decreasing demand 
for office space, but also create a competitive advantage on the labour market 
for companies that will provide opportunities to work from home. According to 
a survey of companies in 15 cities across Russia, employers and employees have 
already realised the benefits of remote work using the appropriate IT services 
(IKSMEDIA 2018). 

The scheme of search and selection of personnel for the large companies is not 
relevant for SMEs because of their resources’ limitations. In many small enter-
prises, the process of employment is not structured. One of the strengths of 
small businesses is their freedom to adapt responsibilities and ability to fast 
changes of the economy and market. The lack of a multi-level organisational 
structure leads staff to understand their careers as a process of expanding and 
complicating functional responsibilities, increasing professionalism, increasing 
wages, and not promoting them.  

SMEs with the lack of a full-fledged Human Resources (HR) service are focusing 
on aspects that can provide them with a competitive advantage in recruiting. 
This is especially the case in high-tech companies and makes SMEs to some ex-
tent innovators in the field of Human Resources Management (HRM). In general, 
SMEs practice the following approaches to staff recruitment:83 

 
83 Impressions of the St. Petersburg International Labour Forum 2020, 27-28 February. The 
forum is organised by the Government of St. Petersburg, St. Petersburg State University, and 
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• Determination of selection criteria, formulation of competencies that are 
necessary for an employee function in a particular position or workplace 

• Consideration of the education system as a “supplier” of certain compe-
tencies 

• Mandatory use of digital technology in the search for workers by social 
networks and forums 

• Reduction and subsequent combination of administrative and functional 
duties at the enterprise 

• Increasing the significance of the recommendations of the candidate com-
pared with formal evidence of qualifications 

• Attention to social capital and candidate soft skills (“universalism priority”) 
• Individual approaches and individualized contracts with various options 

for a flexible schedule 
• Provision of indirect motivating conditions such as payment for work 

travel, assistance in rental housing, and subsidized meals at the enterprise 
• Introduction of flexible forms of payment that stimulate initiative and ef-

fectiveness  
• Informing about the current situation within the enterprise and relations 

with customers 
• Formation of communications within the enterprise 

The task of selecting and organising the work of personnel oriented towards the 
performance of such multitasking functions is extremely important for ensuring 
the effective functioning of SMEs. This requires the use of new methods of se-
lection and motivation of staff. 

Specific labour relations (the main elements of which are listed above) are 
fraught with many risks for both parties, employers as well as employees. The 
urgent task for SMEs is to develop a good balance between responsibility and 
risk and between independence and effectiveness, which will contribute to the 
sustainability and effectiveness of small businesses. 

  

 
the ExpoForum-International Company, and supported by the Ministry of Labour and Social 
Protection of the Russian Federation.The Forum aims to become the largest platform in the 
country to discuss the issues related to the human capital development and to promote the 
integrated Strategy Creation to Develop the Human Capital of the Russian Federation that are 
based on advanced research and global best practices. 
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Contributions of SMEs to Employment in Romania 

Ciprian Panzaru and Cosmin Enache 

Introduction 

Small and medium-sized enterprises (SMEs) are seen as the main driver for job 
creation and boosting economic growth and competitiveness.  

Micro-enterprises and SMEs represent 99.8 per cent of all businesses in the EU. 
In 2018, there were almost 25 million SMEs in the European Union (EU). They 
generated EUR 3.9 billion in revenues, accounting for 56.4 per cent of total value 
added and providing jobs for 90 million people (66.6 per cent).  

In Romania, SMEs represent about 99.7 per cent of all businesses. In 2018, they 
generated 52.7 per cent of total value added of the non-financial business sector 
and held approximately 65.8 per cent of the total employees in the non-financial 
business sector of the country. Romania has 29 micro companies and SMEs per 
1,000 inhabitants, well below the European average (58 SMEs per 1,000 inhabit-
ants). Also, the average productivity of Romanian SMEs, calculated as total value 
added for each employee, is about EUR 15,100, significantly lower than the EU 
average of about EUR 44,600. However, Romanian SMEs employ an average of 
5.5 people, exceeding the EU average of 3.9 (European Commission 2019). 

The importance of this sector was perhaps, more than ever, highlighted in the 
context of the COVID-19 pandemic. The first economic support measures were 
aimed primarily at SMEs. Most of the European Regional Development Agencies 
have implemented urgent measures to provide mainly help to SMEs, thus recog-
nising their key role in the economy. 

Immediately after the COVID-19 crisis erupted, Romania set up a programme 
called SME INVEST designated to provide help to SMEs strongly affected by the 
lockdown. The programme provides loans for SMEs, with a budget of over EUR 
3 billion. Moreover, the programme allows SMEs to benefit from state guaran-
tees for loans for investments and financing of working capital. 

However, the importance of SMEs in the European economy was confirmed ear-
lier, in 2008, when the European Parliament adopted the Small Business Act (EU 
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SBA). Among other support measures, it emphasises the role of SMEs in support-
ing employability. José Manuel Barroso, president of the European Commission 
in 2008, highlighted that the EU SBA is an essential support in implementing the 
Lisbon Strategy for Growth and Jobs.  

Considering SMEs as an important source of job creation is not accidental. The 
contributions of SMEs to employment has been discussed also by a number of 
authors in literature. 

For instance, a recent ILO report (Kok and Berrios 2019) examines the SME en-
terprises contribution to total employment. The main findings were that SMEs 
(including self-enterprises) account for the largest share of total employment. 
The study was based on data from a labour force survey from 99 countries in all 
the world regions (not including North America).  

Some authors have also suggested that there is a strong relationship between 
the emergence of SMEs and employment. For example, Rotar, Pamić and Bojnec 
(2018) investigated whether SMEs employment affects employment in the EU-
28 using panel data models during the period from 2005 to 2016. They found 
that SMEs play an important role in job creation and also in the reduction of 
unemployment. 

The same issue has also been explored in a study by Mavlutova, Lesinskis and 
Olevskis (2017). The authors provide information on the role of the SME sector 
of high-tech manufacturing industries in employment. They suggest that the sig-
nificance of SMEs in the economy is increasing and growingly contributes to the 
employment and labour market. However, the research shows that employment 
in the service sector in the developed countries is still widely focused on tradi-
tional sectors of activity (such as hotel services and public catering, wholesale 
and retail trade, and real estate activities among others).  

A series of recent studies employed in Romania (Herman 2012, Aceleanet al. 
2014) also indicated that SMEs are an important generator of jobs, even though 
the average value of labour productivity is lower compared to large enterprises.  

Although studies have been conducted worldwide, the contribution of SME en-
terprises to employment is still insufficiently explored in some countries, includ-
ing Romania. Our research intends to contribute to the understanding of the role 
of SMEs in the Romanian economy during the last 20 years. We use secondary 
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data from Eurostat and the Romanian National Institute of Statistics to investi-
gate whether employment through SMEs affects total employment in Romania. 

Characteristics of the SME Sector in Romania 

The business environment in Romania has been affected by major changes over 
the last 20 years. One of the most significant changes was the rapidly growing 
number of SMEs. According to the latest available data (Eurostat 2018), there 
are more than 500,000 SMEs active in Romania, which is a significant increase 
from 316,293 in 2000 (Figure 1; the year 2000 is set as index 100). The data cover 
the “non-financial business economy”, which includes industry, construction, 
trade, and services (NACE Rev. 1 sections C, D, E, F, G, and H to K for the period 
from 2000 to 2007; NACE Rev. 2 sections B to J, L, M, and N for the period from 
2007 to 2019). 

Figure 1: Number of SMEs in Romania 2000-2018 

 

Source: the authors, based on data by the Romanian National Institute of Statistics. 

The SME sector is an important employer. For instance, in 2018, the SME sector 
(industry, construction, trade, and services) attracted more than 65 per cent of 
the total labour force. It should be noticed that the number of persons employed 
in the SME sector increased at a faster rate than the number of persons em-
ployed in other sectors (Figure 2; the year 2000 is set as index 100). 
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Figure 2: Number of employees in SMEs and large enterprises in Romania 
2000-2018 

 

Source: the authors, based on data by the Romanian National Institute of Statistics. 

When considering trends over time, one notices that both the number of SMEs 
(Figure 1) and the number of employees of SMEs (Figure 2) experienced an up-
ward sloping trend for the period from 2000 to 2008. After 2008, the impact of 
the economic crisis was major, and some figures regressed to the same level as 
in 2004/2006. However, the evolution of the number of SMEs has stabilised after 
2010. 
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Figure 3: Employees in SMEs in Romania 2000-2018, by NACE - 1 digit (%) 

 

Source: the authors, based on data by the Romanian National Institute of Statistics. 

There is a relatively equal distribution of employees over the different size clas-
ses. Thus, 33.1 per cent of employees are employed in micro-enterprises, 33.6 
per cent in small enterprises, and 33.3 per cent in medium-sized enterprises (Fig-
ure 4; the year 2000 is set as index 100). 

Figure 4: Number of employees in SMEs in Romania 2000-2018, by size class 

 

Source: the authors, based on data by the Romanian National Institute of Statistics. 

0

50

100

150

200

250

300

350

2000
2001

2002
2003

2004
2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

2016
2017

2018

Index 2000 = 100

Construction Trade Industry Services

0

50

100

150

200

2000
2001

2002
2003

2004
2005

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

2016
2017

2018

Index 2000 = 100

Micro Small Medium-sized



184 
 

The distribution of SMEs differs between regions and depends on the level of 
economic development (as indicated by the GDP; correlation of r = 0.97). On the 
other hand, there is no connection between the volume of population and the 
number of SMEs (Figure 5). 

Figure 5: Share of SMEs, population, and GDP in Romania, by NUTS 284 (2018) 

 

Source: the authors, based on data by the Romanian National Institute of Statistics. 

When considering the performance of the SME sector (analysed in terms of total 
value added at factor costs), it can be noticed that after 2008 (data were availa-
ble only for the period from 2008 to 2018), there was an increase year by year 
with only a few exceptions (Figure 6; the year 2000 is set as index 100).

 
84 NUTS (Nomenclature of Territorial Units for Statistics) is a hierarchical system for dividing 
up the economic territory of the EU set up by Eurostat. NUTS 2 comprises basic regions for the 
application of regional policies. 
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Figure 6: Total value added to factor costs in Romania (in EUR million) (2018)

 

Source: the authors, based on data by Eurostat. 

The highest total value added is provided by services (34 per cent), followed by 
trade (30 per cent), industry (23 per cent), and construction (11 per cent).  

Overall, Romania presents a dynamic picture regarding the SME sector, perform-
ing almost similar to the EU-28 (of 2018, including the United Kingdom/UK), both 
in terms of share of enterprises and persons employed, but with a notable dif-
ference in terms of total value added (Figure 7). 

Figure 7: SME basic figures comparison between EU-28 and Romania (2018) 

 

Source: the authors, based on data by Eurostat. 
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Over the years, the Romanian legislation regarding SMEs has changed signifi-
cantly. However, now, there is a well-defined legal framework which is congru-
ent with the one of the EU. For example, taking as a landmark the measures con-
tained in the EU SBA, Romania has implemented nine out of ten of the proposed 
policy measures through various governmental programmes (Table 1). 

Table 1: Policy measures under the EU SBA implemented (+) and not yet im-
plemented (-) by Romania 

1 
Create an environment in which entrepreneurs and family businesses can 
thrive and entrepreneurship is rewarded 

+ 

2 
Ensure that honest entrepreneurs who have faced bankruptcy quickly get a 
second chance 

+ 

3 Design rules according to the “think small first” principle + 

4 Make public administration responsive to SMEs + 

5 Adapt public policy tools to SME needs + 

6 
Facilitate SME access to finances and develop a legal framework and busi-
ness environment supportive of timely payments in commercial transactions 

- 

7 
Help SMEs to benefit more from the opportunities offered by the EU single 
market 

+ 

8 Promote the upgrading of skills and all forms of innovation + 

9 Enable SMEs to turn environmental challenges into opportunities + 

10 Encourage and support SMEs to benefit from growth markets + 

Source: European Commission (2019). 

SMEs play a key role in the Romanian economy. They have become an important 
job provider and a pillar of welfare. Both the number of SMEs and the number 
of persons employed in the SME sector have constantly increased during the last 
years. An important increase was also noticed in terms of total value added. 
Moreover, Romania almost fully implemented the EU SBA measures and recently 
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(April 2020) set up a governmental programme to help the SME sector during 
the COVID-19 crisis. 

Analysis of the Contributions of SMEs to Employment in Romania 

In order to further investigate whether SME employment affects total employ-
ment in Romania, we used a simple econometric model. Due to data availability 
issues, our econometric analysis will be focused only on industry, services, con-
struction, and trade sectors, according to NACE Rev. 2 classification.  

We used total employment (TE) as the dependent variable in all the four selected 
economic sectors, which accounts for roughly two thirds of total employment in 
Romania. A small set of independent variables was selected, following relevant 
previous empirical studies on this matter (Mavlutova, Lesinskis and Olevskis 
2017, Rotar, Pamić and Bojnec 2018). As the variable of interest, we used SME 
employment (SMEE) in the same four selected economic sectors. Alternatively, 
in a second estimation, we used SME employment in industry (SMEINDE), ser-
vices (SMESERE), construction (SMECONE), and trade (SMECOME). In both esti-
mations, as control variables we used labour cost (LABCOST) and gross domestic 
product per capita (GDPPC).  

Data for all variables for the period from 2000 to 2017 were extracted from Eu-
rostat (Annual Structural Business Statistics Database85). The relevant descriptive 
statistics for all variables (raw data) are given in Table 2. 

  

 
85 www.ec.europa.eu/eurostat/web/structural-business-statistics. 
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Table 2: Descriptive statistics 

 TE SMEE SMESERE SMEINDE SMECONE SMECOME LABCOST GDPPC 

Mean 3,927,232 2,415,523 606,773.4 734,822.5 303,228.3 770,698.7 16.43 15,037.5 

Median 3,902,656 2,475,437 666,369.5 699,821.5 309,815.0 745,419.0 14.45 16,708.7 

Maximum 4,340,175 2,838,983 836,913.0 848,360.0 427,998.0 906,625.0 46.60 26,631.9 

Minimum 3,638,764 1,971,850 313,380.0 624,837.0 214,866.0 675,757.0 4.00 5,848.8 

Std. Dev. 181,934.8 240,323.0 172,575.3 74,443.1 55,740.1 68,797.3 12.68 6,406.4 

Source: the authors, based on data by Eurostat. 

As a method of estimation, a simple linear regression (OLS) was used. All varia-
bles were transformed into natural logarithms, so all estimated coefficients are 
elasticities. 

Table 3: Estimation results 

 

Robust standard errors in parentheses; *** p < 0.01, ** p < 0.05,* p < 0.1. 

Source: the authors, based on data by Eurostat. 

Both SME total employment in industry, services, construction, and trade sectors 
(SMEE) and labour cost (LABCOST) have a significant and positive impact on total 
employment in these sectors (Model 1). This result could be useful for govern-
ment decision makers, which could develop and implement public policies aimed 
at facilitating and stimulating SME employment. When SME sector variables are 

Variables/Method Model (1) 
OLS AR (1) 

Model (2) 
OLS 

SMEE 0.454*** 
[0.104]  

SMESERE  -0.165 
[0.142] 

SMEINDE  0.280*** 
[0.069] 

SMECONE  -0.095** 
[0.031] 

SMECOME  0.387*** 
[0.102] 

LABCOST 0.045*** 
[0.014] 

0.039*** 
[0.011] 

GDPPC -0.048 
[0.038] 

0.182* 
[0.098] 

Constant 8.849*** 
[1.199] 

7.731*** 
[1.075] 

Adj. R-squared 0.891 0.895 
F-statistic 26.678*** 25.125*** 
DW stat 1.97 1.61 
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used in estimation, one notices that only SME employment in industry 
(SMEINDE) and trade (SMECOME) have a significant and positive impact on total 
employment. Consequently, these should be the target sector for SME public 
policy measures. Both SME employment in the services (SMESERE) and construc-
tion (SMECONE) sectors seem to have a negative effect on total employment 
(although the negative coefficient for SME employment in the services sec-
tor/SMESERE is statistically not significant). This shows that in these two sectors, 
new jobs are taken by people already employed in other economic sectors (and 
not by unemployed persons) and/or, moreover, SME business development and 
job creation in these sectors replaces business and leads to job destruction in 
other sectors suggesting a creative destruction  phenomenon (Davis, 
Haltiwanger and Schuh 1996). Last but not least, given the short time span and 
the fact that gross domestic product per capital affects SME employment (SMEE) 
and labour cost (LABCOST) to a certain extent, the estimations results should be 
considered with caution. 

Conclusions 

This paper presents an overview of the development of the SME sector in Roma-
nia, examining the contribution of SMEs to the Romanian economy with a focus 
on employment. Descriptive data shows that SMEs play a significant role, as they 
represent a sector which attracts a considerable number of employees and 
brings over half of the total value added to the Romanian economy. 

This paper has also investigated whether SME employment affects total employ-
ment in Romania, using an econometric model based on simple linear regres-
sion. The evidence is mixed, showing that on the one hand, SME total employ-
ment in the industry, services, construction, and trade sectors has a positive im-
pact on total employment in these sectors, but that on the other hand, only SME 
employment in industry and trade has a significant and positive impact on total 
employment. 

Given the limited time series, the results should be interpreted with caution. 
Nevertheless, our study provides a framework for further in-depth analysis. It 
could also help decision makers to develop and implement public policies fo-
cused on facilitating and stimulating SME employment. 
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SMEs in Brandenburg – Job Creation Motor, Adaptation Ma-
chine, Low Wages? 

Daniel Porep 

Introduction 

The economy of the Federal State of Brandenburg (Germany) is characterised by 
a particularly large number of small and medium-sized enterprises (SMEs). Ac-
cordingly, most of Brandenburg’s employees work for such businesses. This 
structure - marked by the strong presence of small enterprises with up to 49 
employees - carries both positive and negative implications. On one hand, SMEs 
possess a high growth potential. In the past, these businesses have enjoyed a 
notably large proportion of Brandenburg’s positive labour market development. 
In addition, SMEs can react to shifts in the market with considerable flexibility, 
which allows them to adapt well to economic change. On the other hand, SMEs 
lack the resources of large businesses and are less frequently bound by collective 
bargaining agreements. They pay lower wages and offer fewer opportunities for 
the organisational representation of employee interests. In this interpretation, 
the drawbacks of the flexibility of SMEs lie in their lower wages and somewhat 
uncertain employment circumstances. 

The following report examines these tensions in the context of Brandenburg. It 
places special weight on employment structure, employment dynamic, and em-
ployee compensation, and analyses these factors based on company size. The 
report foregrounds the following three questions: 

• What features characterise the employment structure of SMEs, with re-
gard to qualification structure and working hours? 

• What is the relationship between employment dynamics and company 
size in Brandenburg? 

• What is the relationship between wages and company size in Branden-
burg? 
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Preliminary Remarks 

The following study places emphasis on the connections between company size 
and both employment dynamics and wages. For the examination of employment 
dynamics as they relate to company or enterprise size, data at the level of indi-
vidual businesses can be used (Wagner 2007; Bauer et al. 2008a). Assessment at 
this micro-level offers the advantage of clearly depicting growth and contraction 
processes over time. This register of analysis for example reveals whether and 
to what degree SMEs develop into large companies or adjust their activities; 
however, the necessary data at the micro-level was unavailable. Alternately, ag-
gregate information concerning size classes of companies can be used (Bauer et 
al. 2008a; Fuchs and Weyh 2007). Such aggregate data allows for analysis along 
various vectors such as the number of companies, number of employees, em-
ployment relationships, and wages. The following study, which uses statistics 
from the German Federal Employment Agency (Bundesagentur für Arbeit), 
draws on data aggregated based on the number of employees at a company.  

A “company” (Betrieb) can be defined as the regional subsidiary of an “enter-
prise” (Unternehmen). An enterprise may consist of multiple companies but, in 
many cases, the company and the enterprise are one in the same entity.86 As 
some enterprises have no employees, this study focuses only on companies with 
at least one employee subject to social security contributions.87  

 
86 “For the purpose of employment statistics, a ‘company of employment (Beschäftigungsbe-
trieb)’ is a regionally delimited and industry-specific entity with employees. The company of 
employment may consist of one or more subsidiaries (branches) of an enterprise (Unterneh-
men). The term ‘company of employment’ is always used to designate an entity for which a 
company number (Betriebsnummer) can be or has been issued. The municipality (Ge-
meindebereich) is the standard regional demarcation of the company of employment” (Ger-
man Federal Employment Agency 2020). 
87 “The qualifier ‘subject to social security contributions (sozialversicherungspflichtig)’ (...) des-
ignates individuals who meet the following criteria: 1. The employee has issued a registration 
for social security. 2. The employment is subject to insurance in at least one of the sectors of 
social security (pension insurance, health insurance/long-term care insurance, unemployment 
insurance). 3. The individual is engaged in independent employment, namely work, which is 
generally compensated with a wage (periods of interruption, for example, parental leave, are 
an exception). 4. The individual works at least one hour per week” (German Federal Employ-
ment Agency 2020). 
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In analysing the development and significance of enterprises of varying sizes, 
SMEs - notable for their relevance to employment and considerable growth po-
tential - often play a key role. Various economic assistance programmes fre-
quently target these business categories directly (Bauer et al. 2008a: 5). Drawing 
on the definition of SMEs by the European Union (EU), the following analysis 
subsumes under this category the two size classes of SMEs and incorporates all 
companies with one to 249 employees.88 The EU concept of SME, though impre-
cise, is used for the sake of simplification. Furthermore, rather than analysing 
enterprises as legal entities (as is common within this field of study), this assess-
ment foregrounds companies as subsidiaries of enterprises. 

SMEs – Between Job Creation Motor and Adaptation Machine  

Most employees in Germany work for SMEs. In public perception, these compa-
nies are often ascribed the function of being motors of job creation. According 
to this “mid-sized company hypothesis”, these businesses exhibit above average 
job growth.  

Borrowing from what Austrian political economist Joseph Schumpeter described 
as the process of “creative destruction”, SMEs can have a considerable impact 
on the adaptability of both society and the economy (Schumpeter 1934, 1942). 
The creation and liquidation of enterprises leads to an adjustment of societal 
resource allocation. These processes reflect an extreme form of this adaptation 
process (Bauer et al. 2008: 2). Such adaptation processes also appear, however, 
in the growth and contraction of enterprises. In this context, SMEs can be de-
scribed as “adaptation machines”. 

In analysing employment growth and adaptation processes, the concept of in-
ternal and external labour markets becomes particularly relevant. The disposi-
tion of dynamic employment seen in SMEs suggests that they rely on external 
labour markets and that employment development in these businesses is char-
acterised by the influence of market forces more than in others. External labour 

 
88 The European Commission has recommended designating, under the umbrella of SME, 
smallest, small, and medium-sized enterprises, based on number of employees or revenue. 
The smallest enterprises are those with up to nine employees. Small enterprises are those 
with ten to 49 employees. Medium-sized enterprises have 50 to 249 employees (European 
Commission 2003). 
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markets are characterised by limited periods of employment in each company, 
higher inter-company mobility among job holders, and the particular importance 
of market forces. Internal labour markets, by contrast, are distinguished by long 
periods of employment, higher intra-company mobility, and the importance of 
company-specific qualifications (Weingärtner 2019: 101). The process of em-
ployment-side adaptation within companies can take place through both exter-
nal and internal labour markets. 

Although the „mid-sized company hypothesis“ has been criticised when meas-
ured against longitudinal empirical data, it nevertheless clearly suggests that 
SMEs are both positively and negatively impacted by a particularly dynamic em-
ployment disposition. This dynamic relates to changes not only in the total num-
ber of employees, but also in the number of initiated and terminated employ-
ment relationships (Bauer et al. 2008b; Fuchs and Weyh 2007; Haltiwanger et al. 
2007). In comparison to large companies, SMEs appear to use external rather 
than internal markets for their adaptation processes. With these assumptions in 
mind, this report argues that SMEs, in comparison to large enterprises, display a 
more dynamic employment disposition when measured along three vectors, 
namely, the number of employees, the number of initiated and terminated em-
ployment relationships, and the length of time employees remain at the com-
pany. This employment dynamic is evident in above average rates of growth and 
contraction among employees, in above average labour turnover, and in shorter 
periods of employment. SMEs can thus be characterised as sites of adaptation, 
a process in which they utilise the labour market more readily than large enter-
prises. 

These dynamic adaptation processes vis-à-vis numbers of employees have di-
verse causes. In differentiating between SMEs and large companies, legal regu-
lations implemented by the state or collective advocacy groups such as business 
associations likely play a large role (Haltiwanger et al. 2007). They for example 
can be found in laws and ordinances regarding occupational safety and employ-
ment protection, or in the company’s employee representation. Regulations 
pushed by trade unions and employer associations can impact many areas such 
as employment protection, wages, recruitment, and training practices. The 
scope of regulations concerning labour contracts is much greater in large com-
panies than in SMEs. In Brandenburg, the proportion of SMEs bound by collective 
bargaining agreements lies between 14 and 57 per cent, depending on the size 
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of the company. In large companies, this figure hovers around 75 per cent 
(MASGF 2019: 74). In other words, SMEs are much less regulated by collective 
bargaining agreements than large companies. This point explains why SMEs re-
spond to fluctuations in demand more readily through expansions and cutbacks 
in numbers of employees. At the same time, this tendency can lead to less fa-
vourable working conditions for employees in SMEs as compared to large busi-
nesses, particularly in terms of wages. On account of both economies of scale as 
well as longer company histories, large businesses frequently produce with a 
higher capital intensity. This tendency leads to greater productivity and thus to 
greater latitude in paying higher wages. Building from these considerations, this 
report argues that SMEs pay lower wages than large companies. 

Independent of these considerations about employment dynamics and wage dif-
ferentials, such statistical analysis necessarily blurs distinctions between individ-
ual companies. This analysis employs only composite data. Thus, it is possible 
that the results of this study do not apply to some individual businesses. For ex-
ample, wages in some SMEs may top those of some large businesses. The con-
solidation of SMEs under one umbrella brings together a very diverse collection 
of enterprises. This study nevertheless frequently employs the category “SME” 
in order to facilitate productive comparisons with large businesses. Any assess-
ment of the results of this study must keep in mind that differences within the 
category “SME” can be significant.  

This report does not aim to track labour conditions in order to judge the attrac-
tiveness of certain jobs as a whole. Wages certainly play an important role. Com-
pensation, however, is hardly the only element that shapes working conditions. 
Substantive demands, forms of hierarchy, substantive and formal room for ma-
noeuvre, and the compatibility of work and private life among other factors also 
carry considerable weight. The empirical data in the following sections should 
not be read as an overall assessment of the appeal of SMEs as employers. 

Overview – Brandenburg in the National Context 

Approximately 99.5 per cent of all companies in Brandenburg have fewer than 
250 employees. Only about 0.5 per cent have 250 or more employees and can 
be defined as “large companies.” Even when most of Brandenburg’s employees 
subject to social security contributions (for definition, see above) are employed 
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at SMEs, large companies are of greater significance for overall employment. The 
dominance of small businesses with up to 49 employees appears self-evident 
when one looks at the total number of companies. The picture changes, how-
ever, when one analyses numbers of employees. Although approximately 78 per 
cent of all companies have fewer than 10 employees, large companies employ 
the highest total proportion of workers. Approximately 23 per cent of all em-
ployees work at large companies. In addition, when one examines companies 
with 50 to 249 employees, one finds that approximately 54 per cent of workers 
are employed by such firms. These large and medium-seized companies, how-
ever, constitute only 4.4 per cent of all companies (Table 1). 

Table 1: Companies and employees subject to social security contributions in 
Brandenburg, by company size (30 June 2019)  

  TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

Company 66,745  52,237  6,810  4,679  1,634  1,018  367  

100% 78.3% 10.2% 7.0% 2.4% 1.5% 0.5% 

Employees Subject to 
Social Security Con-
tributions 

854,164  159,208  91,384  142,017  112,839  154,425  194,291  

100% 18.6% 10.7% 16.6% 13.2% 18.1% 22.7% 

Source: the author, based on statistics by the German Federal Employment Agency.  

In Table 1, the structural prominence of SMEs in Brandenburg’s economy be-
comes evident. The considerable significance of SMEs represents a key feature 
of Brandenburg’s economy. Compared nationally, one finds that, in 2019, ap-
proximately 66 per cent of workers in the federal states in western Germany 
were employed in SMEs, on average. In the federal states in eastern Germany, 
the total figure registered at approximately 72 per cent and at 77 per cent in 
Brandenburg. This national comparison reveals that, for Germany as a whole, 
most employees work at SMEs. Nevertheless, regional differences are sizeable. 
In comparison to both eastern and western Germany, SMEs in Brandenburg em-
ploy a notably large proportion of workers (Table 2). 
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Table 2: Proportion of employees subject to social security contributions, by 
company size (30 June 2019) 

REGION  1-9  10-19  20-49  50-99 100-249 1-249 ≥	250 

Brandenburg 18.6% 10.7% 16.6% 13.2% 18.1% 77.3% 22.7% 

Eastern Germany 16.6% 9.9% 15.7% 12.9% 16.7% 71.7% 28.3% 

Western Germany 14.7% 9.3% 14.1% 11.9% 15.6% 65.6% 34.4% 

Source: the author, based on statistics by the German Federal Employment Agency.  

SMEs are not evenly spread across industries. Rather, the presence of such busi-
nesses is strongly industry specific. Table 3 lists the proportion of companies cat-
egorized by company size and industry. The table underscores which industries 
consist predominantly of SMEs and which are more heavily populated by large 
companies. In the construction industry, for example, 81.7 per cent of all busi-
nesses have between one and nine employees. In the field of public administra-
tion, only 2.7 per cent of all businesses have 250 employees or more. A large 
proportion of the smallest companies can be found in agriculture, construction, 
financial services/real estate/scientific services and other service industries. The 
areas of mining/utilities, manufacturing, and public administration, however, are 
more clearly characterised by medium and large companies (Table 3). By com-
parison, these industries feature a higher concentration of employees in fewer 
companies. In manufacturing, for example, approximately 56 per cent of all em-
ployees work in companies with 100 or more employees. In public administra-
tion, that same figure is around 65 per cent. The industries of mining/utilities 
and manufacturing likely require notably higher capital investments and only be-
come profitable beyond a certain company size. Public administration and edu-
cation are strongly characterised by large administrative and educational insti-
tutions. 
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Table 3: Proportion of companies in Brandenburg, by industry and company 
size (30 June 2019) (*for the purpose of data protection, figures are anony-
mised) 

INDUSTRY  1-9  10-19  20-49  50-99 100-249 ≥	250 

Overall 78.3% 10.2% 7.0% 2.4% 1.5% 0.5% 

Agriculture, Forestry, Fishing 80.8% 9.7% 7.6% 1.3% * * 

Mining, Energy and Water Sup-
ply, Waste Disposal 

58.7% 13.2% 14.4% 7.7% 4.4% 1.6% 

Manufacturing  63.2% 14.3% 12.4% 5.0% 3.6% 1.4% 

Construction 81.7% 11.0% 5.7% 1.2% * * 

Retail, Transportation, Logis-
tics, Hospitality 

77.9% 11.8% 7.1% 1.9% 1.1% 0.2% 

Financial Services, Real Estate, 
Scientific and Technological 
Services 

87.2% 7.0% 3.9% 1.0% 0.7% 0.2% 

Other Company-Oriented Ser-
vices 

76.5% 9.4% 7.3% 3.6% 2.2% 0.9% 

Public Administration, Educa-
tion and Schooling 

53.5% 15.0% 15.5% 7.0% 6.3% 2.7% 

Health and Social Services 75.7% 8.5% 8.1% 4.2% 2.3% 1.3% 

Other Services, Private House-
holds 

89.4% 5.8% 2.7% 1.2% 0.8% 0.1% 

Source: the author, based on statistics by the German Federal Employment Agency. 

An analysis that distinguishes between industries clearly shows a strong link be-
tween industry affiliation and company size. On account of the specific economic 
and organisational demands of certain industries, large company structures have 
an advantage in some industries, whereas others allow for a greater proportion 
of SMEs. 

Employment Structure 

Following from this general overview of the importance of different company 
sizes to Brandenburg’s economy and labour market, the following section de-
scribes and compares the employment structures of small and large companies. 
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Here, interesting patterns regarding qualifications and employment periods for 
small and large companies emerge. 

Qualification Structures 

It is quite difficult to establish well-grounded claims about qualification struc-
tures of employees that can be categorized in terms of company size. Working 
from the fact that SMEs rely more heavily on the labour market than on internal 
personnel development, two plausible conclusions can be drawn. One, employ-
ees at SMEs possess lower qualifications than those at large companies, given 
that the relevant labour force is easier to recruit from the labour market. Or two, 
SMEs expect employees to possess sufficient qualifications already, since long 
training processes, both initial and advanced, are difficult to implement in such 
businesses.  

One possibility for assessing the qualification demands of companies is to differ-
entiate between employees based on required levels of training. Training re-
quirements depend on the complexity of the relevant position. They are closely 
connected to the qualification requirements of the job, but they also consider 
informal education and work experience (German Federal Employment Agency 
2020). The required level of training for helpers is less complex, and no voca-
tional training is necessary. For skilled workers, demands are greater, and voca-
tional training is often required. Specialist must be able to carry out highly com-
plex tasks and extensive vocational training or a bachelor’s degree are prerequi-
sites. Experts have the highest level of necessary training and often require a 
master’s degree. 

An assessment of employees subject to social security contributions based on 
required levels of training and company size shows that smaller companies with 
up to 49 emloyees have a lower proportion of helpers. Notably, these companies 
have a particularly high proportion of employees with mid-level training require-
ments and, in comparison to large companies, fewer helpers, specialists, or ex-
perts. Those points indicate that SMEs and especially smaller companies with up 
to 49 employees have lower levels of internal specialization. At the same time, a 
large proportion of employees needs to possess a moderate degree of qualifica-
tions and knowhow. On these grounds, SMEs enjoy greater flexibility without 
simultaneously needing to bear the high costs of employing high-qualified work-
ers. That means that the effectiveness of the vocational education and training 
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system is of elevated importance, particularly for smaller companies with up to 
49 employees. Large companies, by contrast, are likely able to implement inter-
nal divisions of labour on a large scale and make greater use of both high-quali-
fied workers as well as helpers. 

Table 4: Employees subject to social security contributions, by required level 
of training and company size in Brandenburg (30 June 2019) (*for the purpose 
of data protection, figures are anonymised)  

REQUIRED LEVEL  
OF TRAINING 

TOTAL  1-9  10-19  20-49  50-99 100-
249 

≥	250 

Overall 100% 100% 100% 100% 100% 100% 100% 

Helper 16.3% 13.8% 13.5% 15.7% 20.0% 16.7% 17.7% 

Skilled Worker 61.0% 66.7% 66.7% 64.5% 59.4% 61.2% 51.7% 

Specialist 11.2% 10.9% 9.9% 9.9% 10.7% 11.4% 13.0% 

Expert 10.7% 8.6% 9.9% 9.8% 9.9% 10.2% 14.7% 

No Assignment/ 
No Information/ 
Error 

0.8% * * 0.2% * 0.6% 2.8% 

Source: the author, based on statistics by the German Federal Employment Agency.  

Working Hours 

In an interpretation of SMEs as particularly flexible sites of economic activity with 
less financial capacity to pay workers higher wages, one can conclude that SMEs 
have a large proportion of part-time employees. Given these reduced working 
hours, these employees receive lower wages and make it possible for businesses 
to directly adapt to fluctuations in demand. Particularly in those small companies 
with fewer than ten employees, it is conceivable that new recruitment would 
occur only very cautiously, in direct response to increased demand and initially 
only with reduced working hours. Observing the proportion of part-time employ-
ees by company size and industry confirms this assumption (Table 5). Across all 
industries, approximately 40 per cent of employees in the smallest companies 
work part-time. In large companies with 250 employees or more, that figure 
drops to just 27 per cent. In SMEs with ten to 249 employees, the importance of 
part-time work registers higher than in large companies but lower than in the 
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smallest companies. In this segment, however, values vary only modestly be-
tween companies of different sizes.  

The proportion of part-time employees varies dramatically between different in-
dustries. The figure of 6 to 11 per cent in manufacturing is relatively low. The 
significance of part-time employees is much greater in the service industries, 
though, with figures between 28 and 48 per cent. In nearly all industries, how-
ever, SMEs employ far greater numbers of part-time workers than large compa-
nies. The sole exception appears in the field of “other company-oriented ser-
vices.” Here, large companies employ a large proportion of part-time workers.  

Overall, SMEs - particularly the smallest companies among them - employ much 
higher levels of part-time work than large companies. The data do not address, 
however, whether this tendency comes at the request of employees or employ-
ers. The difference between SMEs and large companies offers a strong indication 
that operational and organisational considerations of companies play a large 
role. 
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Table 5: Proportion of part-time employees of all employees subject to social 
security contributions, by company size and industry in Brandenburg (30 June 
2019) (*for the purpose of data protection, figures are anonymised) 

INDUSTRY TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

Total 31.3% 40.4% 31.0% 28.1% 31.0% 31.0% 26.7% 

Agriculture, Forestry, 
and Fishing 13.6% 23.9% 11.2% 7.9% * * * 

Mining, Energy and Wa-
ter Supply, Waste Dis-
posal 

6.6% 14.6% * 7.7% * * 4.4% 

Manufacturing 9.7% 24.6% 15.2% 10.0% 7.8% 7.6% 6.6% 

Construction 11.0% 19.1% 9.9% 6.3% 4.9% * * 

Retail, Transportation, 
Logistics, Hospitality 35.0% 46.8% 37.8% 31.1% 32.9% 27.3% 25.9% 

Financial Services, Real 
Estate, Scientific and 
Technological Services 

27.7% 40.0% 24.4% 20.5% 19.7% 23.8% 21.9% 

Other Company-Ori-
ented Services 37.5% 38.8% 33.8% 27.3% 32.9% 42.1% 42.8% 

Public Administration, 
Education and School-
ing 

41.3% 47.2% 47.3% 42.9% 42.6% 44.9% 36.6% 

Health and Social Ser-
vices 48.3% 54.7% 53.5% 57.6% 59.3% 51.9% 35.2% 

Other Services, Private 
Households 45.3% 57.8% * 44.9% 29.1% * * 

Source: the author, based on statistics by the German Federal Employment Agency.  

Employment Dynamics 

As described above, this report interprets SMEs as flexible sites of economic ac-
tivity with a high potential for adaptation via heavier use of the labour market. 
As such, SMEs do not necessarily have a strong job growth but display higher 
numbers of initiated and terminated employment relationships as well as em-
ployment relationships of shorter duration.  

The assessment of employment dynamics makes it possible to observe the de-
velopment of the numbers of employees subject to social security contributions 



203 
 

up to a cut-off date. This method reveals whether employment has expanded or 
contracted over time. The state of employment, however, offers no insight in the 
processes of initiating or terminating employment relationships taking place on 
the labour market. For that purpose, one must observe flow quantities during a 
defined period. 

Employment Growth 

Analysing employment development with reference to employees subject to so-
cial security contributions between the years 2003 and 2019 reveals a decrease 
in employees between 2003 and 2005, and continuous growth between 2005 
and 2019. Though the impact on SMEs was slightly above average during the 
period of decreasing employment, they above average growth during the period 
of employment growth (Table 6).  

Table 6: Quantity of employees subject to social security contributions in 
Brandenburg, annually (30 June 2019)  

YEAR TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

2003 735,641  153,637  81,852  122,972  94,607  120,080  162,493  

2005 704,143  148,128  76,541  114,000  91,593  115,360  158,521  

2019 854,164  159,208  91,384  142,017  112,839  154,425  194,291  

2003-
2005 -4.3% -3.6% -6.5% -7.3% -3.2% -3.9% -2.4% 

2005-
2019 21.3% 7.5% 19.4% 24.6% 23.2% 33.9% 22.6% 

Source: the author, based on statistics by the German Federal Employment Agency.  

Changes in employment figures within individual company size classes, however, 
varied considerably. In recent years, the smallest companies with up to nine em-
ployees showed a growth rate of 7.5 per cent, which measures clearly below the 
total average. Notably higher than this figure, though also below average, was 
growth in companies with between ten and 19 employees. In comparison, the 
increase among medium-sized companies with more than 20 employees meas-
ured distinctly above average. Conspicuously large was the growth in total em-
ployment among companies with 100 to 249 employees. Growth among large 
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companies with 250 or more employees was also above average, though only 
slightly so. Within Brandenburg’s employee structure, one observes a trend to-
ward large companies. Positive economic development has enabled companies 
to implement growth processes. The trend toward a higher significance of large 
companies to employment, however, also appears nationwide. In the total em-
ployment figures from eastern and western Germany between 2005 and 2019, 
the role of large companies increased. While, in Brandenburg, companies with 
100 to 249 employees grew in significance, nationwide in both eastern and west-
ern Germany it was, on average, large companies with 250 or more employees 
that saw this increase. 

Measuring the development of employees subject to social security contribu-
tions by company size offers an overall very heterogeneous portrait. This data, 
however, does not suggest that SMEs in comparison to large companies are char-
acterised by a particularly pronounced employment dynamic. In medium-sized 
companies with 100 to 249 employees, though the number of workers increased 
dramatically during the growth phase, the prior decrease measured slightly be-
low average. In both the growth and the contraction phases, employment devel-
opment in the smallest companies was below average. It is possible, however, 
that many small companies expanded sufficiently during the growth phase that 
they entered a new size class. 

Initiated and Terminated Employment Relationships 

Analysing the quantity of employees at a specific reference date only offers a 
picture of the overall results of the processes taking place in the labour market. 
Concealed behind these figures are a multitude of recruitments, terminations, 
and job changes. In order to develop a full view of movement in the labour mar-
ket, employment relationships initiated and terminated within a certain 
timeframe must be evaluated in addition to assessments of the number of em-
ployees subject to social security contributions during a certain period.89  

 
89 An initiated employment relationship exists when an individual is hired as an employee sub-
ject to social security contributions. A terminated employment relationship is recorded when 
employment subject to social security contributions is terminated. Initiated and terminated 
employment relationships are also recorded when a shift between different kinds of employ-
ment (training, employment, marginally compensated employment, short-term employment) 
takes place (German Federal Employment Agency 2020). 
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Data for initiated and terminated employment relationships includes cases in 
which employment began or ended as well as instances of change between dif-
ferent forms of employment. Changes in the registration of companies on ac-
count of fusions or divisions are also included in these figures. In these situations, 
there are no actual changes in employment relationships. As such, the number 
of initiated and terminated employment relationships exaggerates the real 
movement within the labour market. The statistics used in this report also occa-
sionally include personnel changes within existing companies. These figures 
should thus be read only as clues about actual movement within the labour mar-
ket. In order to compare the employment dynamics of various company size clas-
ses, numbers of initiated and terminated employment relationships must be an-
alysed in relation to total employment. Figures for hirings and terminations likely 
increase automatically proportional to the total number of jobs. Other studies 
analyse dynamics in the labour market using labour force fluctuation rates or 
labour turnover rates (LTR). In this manner, they put the number of excess initi-
ated or terminated employment relationships in relation to total employment. 
Shifts between different forms of employment and changes in company regis-
tration, however, remain uncounted (Rhein 2010: 4f.; Knuth et al. 1999: 27f.). 
Thus, these statistics can be compared only to a limited degree with the figures 
that appear below. 

Table 7 depicts the number of initiated and terminated employment relation-
ships for different company size classes. These figures show that the total num-
ber of changes in employment relationships vary with the total number of em-
ployees. Companies with higher numbers of employees also tend to have greater 
numbers of changes in employment relationships. An examination of the three 
largest company size classes reveals, however, that many more personnel 
changes were reported in companies with one to nine employees as well as in 
those with 100 to 249 employees than in large companies. In order to assess 
personnel movement, it is useful to measure the number of initiated and termi-
nated employment relationships in relation to total employment. Table 7 dis-
plays these figures based on LTR. It is calculated based on the following formula, 
drawn from Knuth et al. (1999: 27):  

LTR = $%$&$'&()	(+,-./+(%&	0(-'&$.%12$,1	3	&(0+$%'&()	(+,-./+(%&	0(-'&$.%12$,1
4	5	678	9:;<8=	>?	8;@A>B88C

 . 

LTR represents the proportion of jobs impacted by personnel changes during a 
given year. For Brandenburg, the LTR indicates that SMEs experience personnel 
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changes on a much larger scale than large companies. Personnel changes had 
the greatest significance in the smallest companies, where approximately 35 per 
cent of all jobs were impacted. Personnel movement is least significant in large 
companies, at about 22 per cent. SMEs - especially smaller companies with fewer 
than 20 employees - display very pronounced employment dynamics regarding 
personnel changes.  

Table 7: Initiated and terminated employment relationships in Brandenburg 
in 2018, by company size 

INDICATOR TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

Initiated Employ-
ment Relationships 262,269 55,783 32,336 44,254 33,829 51,607 44,091 

Terminated Employ-
ment Relationships  254,199 55,328 28,418 39,155 31,265 44,207 40,020 

Initiated and Termi-
nated Employment 
Relationships  

516,468 111,111 60,754 83,409 65,094 95,814 84,111 

Employees Subject 
to Social Security 
Contribution 

849,148 159,068 90,984 138,965 114,380 155,270 
190,48
1 

Labour Turnover 
Rate (LTR) 30.4% 34.9% 33.4% 30.0% 28.5% 30.9% 22.1% 

Source: the author, based on statistics by the German Federal Employment Agency.  

Duration of Employment Relationship 

In addition to employment growth and the total number of changes in employ-
ment relationships, the length of employment relationships also points to con-
clusions about the nature of employment dynamics. The greater the volume of 
personnel changes within companies, the shorter the duration of employment 
relationships. One can infer from this that the length of employment relation-
ships in SMEs is shorter than in large ones.  

The median length of employment relationships90 confirms this assessment (Ta-
ble 8). The larger the company, the longer employment relationships last. The 

 
90 The median length represents the length of employment relationships that separates the 
total number of employment relationships into two groups of equal number. In other words, 
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data reveals that employees in large companies are employed for significantly 
longer periods. In addition to the considerable importance of personnel changes, 
founding events also play a significant role in smaller companies with up to nine 
employees. The duration of employment in newly founded companies is inevita-
bly shorter than in older companies. In sum, the analysis of the length of employ-
ment relationships makes a case for more dynamic employment in SMEs, partic-
ularly in the smallest companies. 

Table 8: Current median duration of employment relationships in Branden-
burg, by company size and in months (31 December 2018)  

TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

51.2  39.7  42.7  46.2  50.2  53.6  78.3  

Source: the author, based on statistics by the German Federal Employment Agency.  

Wages 

An examination of gross earnings91 for all full-time employees subject to social 
security contributions reveals a clear link between company size and employee 
wages. Wages increase notably with company size. In large companies with 250 
employees or more, the median wage is approximately 70 per cent higher than 
in the smallest companies with one to nine employees. The difference between 
large companies and all other company size classes is particularly salient. Within 
the category of SMEs, however, one also observes differences. Among SMEs, 

 
50 per cent of employees have worked a shorter amount of time and 50 per cent have worked 
longer. 
91 “Monthly gross wages comprise wages declared in the notification procedure for social se-
curity. In accordance with §14 SGB IV, gross wages subject to social security contributions 
consist of all on-going and one-time income. To allow for comparable data, wage statements 
are standardized to a period of one month and are generally restricted to full-time employees 
from the core group subject to social security contributions. The median - that is, the “50 per 
cent quantile”- is accepted as the average value, given that the calculation of an arithmetic 
middle (weighted average value), on account of the peculiarities of the notification procedure 
(contribution assessment ceiling), is not practical. The median value can be interpreted [in] 
that half of employees receiv[e] a lower wage, half receive a higher wage” (German Federal 
Employment Agency 2020). 
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wages increased with increasing company size by approximately EUR 660 or 32 
per cent (Figure 1). 

Figure 1: Gross monthly wages for full-time employees subject to social secu-
rity contributions in Brandenburg, by company size (31 December 2018) 

 

Source: the author, based on statistics by the German Federal Employment Agency.  

Income differences between company size classes also appear when employees 
are divided based on the level of training their work requires. Generally, the 
more complex their work, the higher their necessary qualification level and the 
required educational investments in those workers. In Brandenburg, the labour 
market faces a considerable labour shortage for skilled workers. This shortage 
increases with increasing qualification requirements.92 In this context, it is ex-
pected that the higher the required training level, the higher the wages. This as-
sumption bears out when one examines employees of all qualification levels. In 
December 2018, the median wage of experts measured double that of helpers 
(Table 9).  

 
92 The rate of unemployment for individuals without vocational training measured 26.5 per 
cent in 2019. By comparison, the rate of unemployment for individuals with an academic ed-
ucation was significantly lower at 2.2 per cent (Statistics by the German Federal Employment 
Agency, Qualification-Specific Unemployment Rates, Yearly Average, 2020). 
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Table 9: Median gross monthly wages for full-time employees subject to so-
cial security contributions in Brandenburg, by company size and required 
level of training (31 December 2018)  

REQUIRED 
LEVEL OF 
TRAINING 

TOTAL  1-9  10-19  20-49  50-99 100-249 ≥	250 

Helper 1,922€  1,850€ 1,937€ 1,860€  1,880€  1,924€  2,200€ 

Skilled Worker 2,440€   2,034€  2,197€  2,316€  2,482€  2,628€  3,222€ 

Specialist 3,366€ 2,377€  2,858€  3,137€  3,280€  3,606€  4,144€ 

Expert 4,431€  3,372€  3,759€  4,012€  4,233€  4,558€  5,351€ 

Source: the author, based on statistics by the German Federal Employment Agency.  

At each individual level of required training, wages in large companies are higher 
than in smaller companies. The only exception are helpers in companies with ten 
to 19 employees. These workers earn more than in large companies with 20 to 
249 employees. Differences in income in SMEs with up to 249 employees are not 
particularly large. In large companies, however, helpers earn notably more than 
in SMEs. Skilled workers, specialists, and experts earn more the larger their com-
pany is. Salary differences here, in comparison to those among helpers, are con-
siderable. In large companies with 250 or more employees, wages for mid-level 
workers and experts measured approximately 58 per cent higher than in smaller 
businesses with up to nine employees. For specialists, the difference was nearly 
74 per cent. 

Differences in income between the companies of different sizes cannot be ex-
plained in terms of different employee structures regarding required levels of 
training. It is possible, however, that differences in income are contingent upon 
industry affiliation and that what appears an ostensible correlation with com-
pany size masks a correlation with industry affiliation. Table 10 lists monthly 
wage of employees by company size and industry affiliation. Alongside the 
strong differences based on company size, this data also shows considerable dif-
ferences by industry. The median wage across all company size classes varies 
between individual industries, from EUR 1,940 in agriculture to approximately 
EUR 3,690 in mining and utilities.  
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An analysis of the income structure by industry confirms the influence of com-
pany size on income. In nearly all industries, employees earn more the larger 
their company is. Particularly extreme are the differences between the smallest 
companies and large companies. One also finds differences, however, within 
SMEs, between the smallest companies with one to nine employees and me-
dium-sized companies with 100 to 249 employees. 

The only exception to this pattern can be found in the field of “other company-
oriented services.” Employees in this field earn more in smaller companies with 
up to 49 employees than they do in those of medium size. Differences in income 
between company size classes in this industry are, overall, slight. Labour leasing 
also falls under this rubric. The corresponding enterprises likely have a higher 
number of employees. Payment, however, is oriented toward the enterprises 
leasing workers rather than to the companies ceding them. This point could clar-
ify why a difference in income between large companies and SMEs in this indus-
try is scarcely noticeable. Similarly, the income differences between institutions 
of different sizes in public administration as well as in education and schooling 
are scant.  

Differences in income between large companies and SMEs vary by industry. Ex-
cept for “other company-oriented services,” these differences are evident in all 
industries. Income differences between small companies with up to nine em-
ployees and large business measure between 11 per cent in public administra-
tion and approximately 81 per cent in the field of mining/utilities. These statistics 
reveal that income differences between company sizes in private industries are 
notably higher than in public administration. Though obligations to collective 
bargaining agreements are more common in all companies in the fields of edu-
cation and schooling as well as in public administration, similar obligations likely 
appear in private industries only for large companies, which are much less often 
bound by such agreements. Company size appears to stand in close connection 
both to the use of collective bargaining agreements and to wages (MASGF 2019: 
70ff.).  
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Table 10: Median gross monthly wages for full-time employees subject to so-
cial security contributions in Brandenburg, by company size and industry (31 
December 2018) (* for the purpose of data protection, figures are anony-
mised) 

INDUSTRY TOTAL  1-9  10-19  20-49  50-99 100-
249 

≥	250 

Total 2,593€ 2,093€ 2,295€ 2,412€ 2,577€ 2.757€ 3.410€ 

Agriculture, Forestry, 
and Fishing 1,940€ 1,860€ 1,929€ 1,917€ 2,024€ 2.736€ * 

Mining, Energy and Wa-
ter Supply, Waste Dis-
posal 

3,687€ 2,370€ 2,614€ 3,070€ 3,118€ 3.407€ 4.300€ 

Manufacturing 2,684€ 2,073€ 2,223€ 2,295€ 2,449€ 2.536€ 3.681€ 

Construction 2,378€ 2,204€ 2,330€ 2,456€ 2,644€ 2.931€ 3.603€ 

Retail, Transportation, 
Logistics, Hospitality 2,206€ 1,889€ 2,111€ 2,204€ 2,380€ 2.330€ 2.684€ 

Financial Services, Real 
Estate, Scientific and 
Technological Services 

3,352€ 2,483€ 2,980€ 3,398€ 3,595€ 3.979€ 4.430€ 

Other Company-Ori-
ented Services 1,957€ 1,982€ 2,053€ 1,961€ 1,891€ 1.887€ 2.051€ 

Public Administration, 
Education and Schooling 3,489€ 3,290€ 3,392€ 3,357€ 3,309€ 3.527€ 3.650€ 

Health and Social Ser-
vices 2,777€ 2,016€ 2,300€ 2,507€ 2,530€ 2.891€ 3.305€ 

Other Services, Private 
Households 2,426€ 1,800€ 2,420€ 2,616€ 2,538€ 2.882€ * 

Source: the author, based on statistics by the German Federal Employment Agency.  

In sum, it can be concluded that company size has a positive effect on employee 
compensation, both directly and indirectly via obligations to collective bargain-
ing agreements. In addition to commitments to collective bargaining agree-
ments, economic performance on account of economies of scale can also be of 
particular importance. 
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Conclusion 

In the assessment of employment dynamics and wage conditions, company size 
plays a decisive role. In the context of the analytical approach adopted in this 
report, smaller businesses with up to 19 employees do not appear as powerful 
motors of employment growth in the economy. In the growth phase from 2005 
to 2019, employment growth in large companies measured even greater than 
that of SMEs. Disguised behind this tendency, however, is a much more substan-
tial labour market dynamic among SMEs. The number of initiated and termi-
nated employment relationships is vastly greater in SMEs than in large compa-
nies. This trend accompanied the shorter duration of employment relationships. 
In contrast to large businesses in recent years, SMEs do not function as growth 
motors for employment. On account of their highly dynamic rates of employ-
ment expansions and cutbacks, however, they nevertheless appear as sites of 
economic adaptation. Given that these processes unfold in the external labour 
market, they certainly imply the risk of unemployment for individual employees. 
Nevertheless, they also imply greater opportunities to secure jobs. Here, it is 
possible to view SMEs as fulfilling an important integrative function for the la-
bour market.  

In positioning themselves to carry out their economic functions, SMEs and espe-
cially smaller enterprises with up to 49 employees tend to draw on workers with 
mid-level training and employ them part-time. Because these workers can be 
deployed in a wide range of capacities and because their working hours can be 
extended as necessary, these SMEs maintain a high level of flexibility. This con-
stellation can pose a problem for both workers and companies, if the part-time 
working hours are not voluntary and if incentives exist for workers to changes 
jobs. This emphasis on mid-level qualifications within SMEs also limits unskilled 
workers’ ability to benefit from the potential integrative function of these com-
panies. For SMEs in general, the effectiveness of the vocational training system 
is significant. 

The causes of the more dynamic employment disposition among SMEs are most 
likely not only to be found on the side of the companies. The analysis of com-
pensation revealed that large companies pay higher wages. Employees are thus 
more likely to end employment relationships in SMEs than in large businesses. 
Differences in compensation can be partially explained by differing obligations 
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to collective bargaining agreements and differing levels of economic perfor-
mance. Brandenburg’s economic structure skews toward SMEs, which poses po-
tential problems considering the corresponding lower incomes associated with 
such businesses.  

Given such considerations about adaptive capacities and wage conditions, it ap-
pears that a “good” mix of businesses of varying sizes is crucial for both regional 
development and living conditions. The excessive predominance of large com-
panies can lead, over time, to constraints on adaptability and, ultimately, to un-
employment. An insufficient presence of large companies, however, can limit 
workers’ earning potential and thus living conditions. What such a “good” mix of 
businesses might look like cannot be determined from the data analysed in this 
report. However, comparisons with eastern and western Germany suggest that 
a greater role for large companies in Brandenburg is desirable. 
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3. HUMAN RESOURCE MANAGEMENT IN SMES 

3.1. Relevance of Training and Its Practice 

Continuing Vocational Training and SMEs: Specificities, Prac-
tices, and Potentials 

Aline Valette-Wursthen 

Introduction 

Nowadays we can assume, thanks to substantial literature (Salais and Storper 
1993, Bentabet 2008, Régnault 2011), that small and medium-sized enterprises 
(SMEs) are specific and that they should not be regarded as large firm in the 
making. Several works also show that they are a very diverse and heterogeneous 
group. The main political discourse asserts that there is a need to break down 
the locks that are holding back the growth of SMEs linked to the hypothesis that 
“bigger is better”. But do owners of SMEs really want their companies to grow? 
Is it perhaps time to stop considering being small naturally to be a handicap for 
an enterprise? 

On one hand, in France, only few data, analysis, and research are available on 
the topic of SMEs. The New Enterprises Information System (Système d'infor-
mation sur les nouvelles entreprises/SINE)93 survey, regularly produced by the 
French National Institute of Statistics and Economic Studies (L'Institut National 
de la Statistique et des Études Économiques/INSEE)94 is the main device studying 
the profile of firm creators and analysing the first years of activities of their en-
terprise. But the topic of SMEs is still not much exploited due to a lack of means 
(time and human resources/HR in particular), a lack of visibility, and the absence 

 
93 www.insee.fr/en/metadonnees/source/serie/s1271. 
94 www.insee.fr/en. 
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of a large availability for researchers. On the other hand, even though many ac-
tors support and advice SMEs and very small enterprises (VSEs)95, there is a lack 
of stepping back, capitalizing on, and dissemination of this field knowledge in 
order to produce information for policy makers. 

First, we will introduce the article with some contextual data on the SME land-
scape in France and explain why researchers in France talk about the “galaxy of 
VSEs” (Letowski 2019) and the features of such companies. In the second part, 
we will illustrate specific behaviours, characteristics, and the diversity of VSEs 
regarding training, based on data on the topic of continuing vocational training 
(CVT) by the French Centre for Research on Education, Training and Employment 
(Centre d'études et de recherches sur les qualifications/Céreq) (Dubois et al. 
2016). 

Contextual Data on French SMEs and VSEs 

Eurostat figures of 2015 show that enterprises employing fewer than 250 per-
sons (SMEs) represented 99 per cent of all enterprises in the European Union 
(EU) (Eurostat 2018). The vast majority of those are VSEs with less then ten em-
ployees. In 2017, they represented 93 per cent of the total of the 24.5 million 
SMEs in the EU (Statista 2019). In terms of number of employees, SMEs em-
ployed 66.3 per cent of total EU employees in 2015 (Eurostat 2018). 

In France, “in 2017, 2.3 million companies” are active in the private sector (other 
than agriculture and expected self-entrepreneur status), but only 5,646 compa-
nies (0.25 per cent) have 250 or more employees.  Companies with 10 to 249 
employees represent 6 per cent, whereas firms with less than 10 employees rep-
resents 94 per cent of the total. Among the 2.1 million of VSE’s, 57 per cent do 
not have any employee. Next to this VSE population, the total estimated number 
of self-entrepreneurs96 is around 1,000,000. All in all, the landscape of French 

 
95 In this article, SMEs are defined as firms that employ less than 250 employees. VSEs consti-
tute a subgroup of the SME population; per definition, they employ less than ten employees. 
96 The status of self-entrepreneur (micro-entrepreneur), created in 2009, simplifies business 
registration formalities and reduces and simplifies social contributions. An “micro-entrepre-
neur” is a sole proprietorship that falls under the tax regime for micro-enterprises and the 
micro-social regime for the payment of social security contributions. This simplified regime 
has been created to facilitate the procedures for setting up and managing businesses, while 
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SMEs is very similar to the one in the EU. French enterprises (companies and sole 
proprietorships) with one to nine employees account for 19 per cent of salaried 
employment in the private sector (excluding agriculture), which made it 3.3 mil-
lion employees on 31 December 2018. Such enterprises employ an average of 
three employees, but 38 per cent of these have only one employee. Also, more 
than three quarters of employees in VSEs work in the tertiary sector; the remain-
ing employees work in the construction and energy sectors, where craft enter-
prises are concentrated. So, when adding employees working in VSEs and self-
entrepreneurs, it amounts to nearly four million workers (INSEE 2019). 

The proportion of part-time employees in VSEs (27.5 per cent) is higher than that 
of companies with ten or more employees (17.6 per cent). It ranged from 10.8 
per cent of employees in construction to 52 per cent of employees in the "private 
education, health and social action" activities of the tertiary sector. In 2018, 
nearly 450,000 employees in VSEs (13.2 per cent) are on fixed-term contracts. 
The use of fixed-term contracts is more widespread in VSEs than in larger firms. 
By way of comparison, in companies with ten to 19 employees, 9.9 per cent of 
employees were on fixed-term contracts on 31 December 2018 (INSEE 2019). 

After setting the scene from a statistic perspective, we will now enter what 
Letowski (2019) calls the “galaxy of VSEs”. The next part will focus on the small-
est of SMEs (less than ten employees); still, a large part of our findings could also 
be extended to the next bigger group of companies (with less than 50 employ-
ees). 

“The Galaxy of VSEs”: Key Role of VSE Leaders  

In line with the work on SMEs and VSEs by Céreq (Bentabet 2008), which high-
lights the diversity of socio-productive configurations in which small businesses 
evolve and the central role of the leader profile, Letowski (2019) speaks about 
the “galaxy of VSEs”. The author points out that we need to understand the be-
haviours of SMEs in the context of goals defined by their leaders and their spe-
cific strategic orientation. In the field of VSEs, leaders differ immensely according 

 
allowing people to benefit from dedicated social protection and other advantages (simplified 
administrative formalities; simplified method of calculating; paying social security contribu-
tions and income tax; social protection such as health coverage and retirement among others; 
and a right to vocational training). 
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to their preferred type of investment (human, social, cultural, and financial cap-
ital among others), which makes the landscape of VSEs so diverse. For Letowski 
(2019), there are three key characteristics of the small businesses leader profile 
that help understand the decisions they make for their enterprises: firstly, the 
leader’s motivations and life plan, secondly, their training and previous working 
life, and thirdly, their environment. 

The SINE survey mentioned by Letowski (2019) allows us to investigate what mo-
tivates business creators. The most common item mentioned by interviewees is 
the “search for independence” (60 per cent): “being their own boss”, “decide on 
their own”, “seek accomplishment in that position”, and “create their own job” 
all seem to be important incentives for people to found their own company. An 
increasing income is not one of the main motivations; it is only cited by one out 
of five people. Furthermore, it should be noted that independence refers to the 
awareness of obstacles and constraints and to having a structured project for the 
business started from the outset. Entrepreneurship is only cited by 30 per cent 
of the people interviewed, mainly by those who have a substantial growth per-
spective. For the majority of creators, the most important issues are the success-
ful installation and the sustainability of their business, not its growth. According 
to themselves, business creators make enormous personal investments (in par-
ticular, time) to reach those goals for their businesses; at the same time, they 
strongly express their satisfaction with their experience as a leader (Letowski 
2019). 

The second key characteristic in “the galaxy of VSEs” (Letowski 2019) concerns 
the training pathway and the previous working life of the creator. Cultural and 
relational capital are the fundament of business creation. SINE figures show a 
large diversity of the level of education among creators: roughly half of them (54 
per cent) have the equivalent of the French baccalauréat (bac) or less (level 4 or 
less of the European Qualifications Framework/EQF), whereas the other half (46 
per cent) got a higher education diploma, including 20 per cent who have a di-
ploma equivalent to EQF level 7 or 8. As for the previous working life, around 30 
per cent of creators are former business leaders, with 36 per cent coming directly 
from an employee’s position and 26 per cent from unemployment. In the French 
context, there is a trend to valorise business creation as a successful career de-
velopment, even though this type of entrepreneurship represents a minority 
share in firm creator profiles. Whatever the previous status - craftsman, skilled 
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worker, or manager -, relational network is always present, used, and important 
(Letowski 2019). 

The third and last characteristic concerns the economic environment. The ability 
to participate and compete in the market and the state of the economic climate 
are important factors in the development and sustaining of a business. VSEs 
faced more difficulties after the economic crisis in 2008 than larger firms, mainly 
due to difficulties in accessing bank funding and improving their visibility in the 
market (Letowski 2019). 

As Letowski concludes in his article (2019), the VSEs landscape is complex and 
goes beyond the characteristic of company size. This heterogeneity can be imag-
ined as two opposite conceptions of firms and entrepreneurs that could be 
placed at the extremities of an axis, centred on the behaviour of the entrepre-
neur. One end of the axis reflects a manager whose primary objective is to create 
their own job in the form of a self-employed activity and therefore a company 
adapted to this objective; the other end of the axis reflects an entrepreneurial 
manager of an SME whose objective is the growth they would like to see on a 
permanent basis. Managers of VSEs are mostly located close to the “creator of 
their own job”, but with many variations: some will employ a small number of 
people; others will have positioned themselves "naturally" on market niches 
through their know-how. A common feature they all share is the entangling be-
tween their private person and their company (Letowski 2019). 

The analytic approach that focuses on the business leader can also be found in 
the book by Bentabet and Gadille (2019). In this book, VSEs and SMEs are under-
stood as diverse social worlds. As Bentabet, Gadille, and Trouvé (2019) define 
them, social worlds are a whole with an internal coherence. In the tradition of 
the approach by Céreq that is based on the term of “socio-productive configura-
tion”, researchers furthermore tend to make a strong link between strategic ori-
entation and human resources management (HRM) practices in SMEs. 

We still need to acquire more knowledge on VSEs and SMEs. Currently, we lack 
academic research on the subject in general and specifically qualitative analysis 
as well as regular, monitored, and coherent statistics. We need a real under-
standing of VSEs and SMEs; therefore, we need a reading grid to analyse col-
lected data, to anticipate the role such companies play in the economy and so-
ciety, to refine appropriate support policies, and finally to advise policymakers 
on policies targeting this kind of company. 
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Concerning training behaviours of French VSEs and SMEs, several studies con-
ducted by Céreq (that we will refer to later) provide us with original knowledge 
and help us analyse the specificities of French VSEs and SMEs. 

Training Behaviours of SMEs and VSEs 

Thanks to several surveys conducted by Céreq, such as the French version of the 
fifth European Continuing Vocational Training Survey (CVTS-5) survey or the 
French Dispositif d’Enquêtes sur les Formations et Itinéraires des Salariés (DEFIS) 
survey,97 we can update our knowledge about training access for SMEs employ-
ees. The latest exploitations of data on employees’ access to training by Céreq 
highlight inequalities usually observed according to the size of the companies. 
While 48 per cent of all French employees followed a training scheme in 2015, 
the proportion ranged from 25 per cent of employees working in small compa-
nies to 63 per cent of employees working in large ones (Dubois et al. 2016). It is 
on basis of this observation that public authorities and social partners are calling 
for an increased training effort in VSEs and SMEs. 

Investment of SMEs in Continuing Training: Irregular, Defined by Compulsory 
Training Schemes and Low due to a Lack of Time and Need 

While companies with more than 50 employees make constant training efforts, 
the behaviours of smaller enterprises are rather irregular. Only 45 per cent of 
companies with ten to 20 employees train them every year. For the remaining 
55 per cent, the need for training is not systematic and irregular (Dubois et al. 
2016). 

Indeed, training spending of VSEs and SMEs is irregular, too, and shows a 
stronger link to economic activity and market developments than those of larger 
firms. In other words, small enterprises have a more instrumental view of train-
ing than the big ones. They would train first and foremost when they feel they 
need it. Their training effort is stronger when they are involved in dynamics of 
improvement, development or general reorientation. The data provided by 

 
97 www.cereq.fr/en/data-access/lifelong-learning-and-vocational-training-surveys-defis-cvts-
base-reflet, www.cereq.fr/en/training-employees-trajectory-surveys. 
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Céreq show that 84 per cent of SMEs become “training companies”98 as soon as 
their leaders want to change the field of company activity or aim at a new market 
positioning. Only 56 per cent of SMEs become “training companies” because sus-
taining activity is their leaders’ main objective. Many SMEs also declare that the 
impact of training on the economic performance of their company is important 
to them, which is why their evaluation is similar (22 per cent of training compa-
nies with ten to 49 employees compared to 19 per cent of those with 500 or 
more employees) (Béraud 2015). 

One reason for the irregularity of the training effort of SMEs could also be the 
cycle of training renewal that is dictated by regulations companies have to com-
ply with. Training obligations place a much greater burden on the budget of the 
smallest businesses compared to the larger one: Nearly 20 per cent of the com-
panies with ten to 49 employees spend almost all or all of their training budget 
on compulsory training schemes99 (Béraud 2016) (Table 1). 

Table 1: Weight of regulatory training, by size of the company 

 Share of companies which fund 
compulsory and regulatory 

training schemes (%) 

Share of companies which spend 
almost all or all of their training 
budget on compulsory training 

schemes (%) 

ten to 49 employ-
ees 

61 18 

50 to 249 employ-
ees 

87 13 

250 to 499 employ-
ees 

95 9 

 
98 The concept “training companies” entails all firms that have completed at least one training 
scheme, regardless of its form, during the interrogation year (Béraud 2015). 
99 A training course is said to be compulsory when it is required by law to be carried out by the 
employer. These texts have two sources: on the one hand, the legal constraints stemming 
from the Labour Code, which govern health and safety obligations and all employers, and, on 
the other hand, all the legal conditions specific to the way in which activities are carried out 
(specific permits, mobilization of tools, dangerous environment, etc.). Compulsory training 
can be divided in two main areas: health and safety training and other regulatory authorisa-
tions and certifications (main ones are authorisations to drive machinery; compulsory training 
for drivers; different levels of electrical authorisations) (Béraud 2016). 
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500 employees and 
more 

96 7 

All companies (av-
erage) 

63 16 

Source: Béraud (2016: 3). 

When SMEs and VSEs report on the obstacles to their training investment, the 
cost of training seems only secondary. When explaining why they do not train or 
why they limit their training effort, small companies primarily cite the following 
two reasons: the lack of need and the lack of time. The lack of need for continu-
ing education is the most frequently quoted reason: 75 per cent of firms do not 
consider themselves in need for continuing education and 54 per cent expressed 
that they prefer to recruit new employees with the qualifications and skills re-
quired. Half of the companies indeed prefer to give priority to initial training. 
Time is a resource that is often in short supply: 62 per cent of companies assume 
that the workload of continuing training would be too heavy and that there is 
not enough time for staff to be trained. Far behind the absence of need, financial 
costs of training are mentioned as an obstacle by only two companies out of five 
(Marion 2017) (Table 2). 

Table 2: Reasons for limited training efforts (firms with ten to 49 employees) 

Staff qualifications and skills match the needs of the company 75% 

Workload is too heavy, and staff are short of time 62% 

The company's preferred strategy is to recruit people with the required 
qualifications and skills 

54% 

The company has given priority to initial training rather than continuing 
vocational training 

50% 

The costs of continuing vocational training courses or internships are 
too high 

41% 

It is difficult to assess the company's continuing vocational training 
needs 

31% 

Significant training efforts have been made previously 28% 

There are no courses or internships on the market adapted to the 
needs of the company 

18% 
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Other reasons 16% 

Source: Marion (2017). 

In SMEs with ten to 19 employees, other factors influence training access rates, 
such as the fact that the company belongs to a company group100, the share of 
qualified jobs within the firm, or the level of the manager's degree (Figure 3) 
(Marion 2017). Indeed, within SMEs from ten to 19 employees belonging to a 
company group, training access of employees reaches 34 per cent when it is only 
23 per cent in those of the same size which not (Marion 2017). 

A Three Groups Typology Combining SMEs Training Practices and Business Strat-
egy 

Deepening researches concerning training strategy of French SMEs, recent work 
by Céreq highlights that there is a large heterogeneity among SMEs. DEFIS survey 
exploitation makes it possible to distinguish more precisely three business con-
figurations among companies with three to 49 employees. In each of these three 
configurations, training practices are adjusted to particular development strate-
gies (Béraud and Noack 2019). The first configuration includes the so-called 
“managerial and training companies”, whose training practices are the closest to 
those of large companies. The second and third configurations include firms of 
the studied group (firms with three to 49 employees) with little training. The 
second pattern concerns so-called “traditional companies”, where training is lim-
ited to legal and regulatory aspects. The third pattern, called “entrepreneurs”, 
brings together those whose more specific skills needs are not well covered by 
the training offered; as a substitute, these companies develop more apprentice-
ships in the workplace (Béraud and Noack 2019). 

“Managerial and training companies”: This configuration includes 37 per cent 
of small businesses and is characterised by a very specific profile of managers. 
The vast majority of them have higher education qualifications and their main 
objective is to grow their company’s business. In order to achieve this goal, they 

 
100 In this article, a group of companies or “group” means a group of companies with distinct 
legal personalities, but with direct and indirect links that are mainly financial (for example, 
shareholdings or control) but also frequently organisational (management and strategies), 
economic (pooling of resources), or commercial (sales and purchases of goods or services). 



224 
 

attach great importance to all strategic elements, such as price competitiveness, 
innovation, and originality of products or services. Consequently, these compa-
nies are characterised by a training policy that is just as developed and institu-
tionalised as that of large companies, which is reflected, for example, by the ex-
istence of a person dedicated to training (Béraud and Noack 2019). 

With an average of nine employees, they are slightly larger than companies of 
other configurations. More than one in three is part of a company group, a net-
work of brands, or a franchise. Many of these “managerial and training compa-
nies” are part of specialized services, such as accounting, pharmacies, opticians, 
or legal activities. Some of them can be described as “small professional enter-
prises” attached to liberal professions (such as architectural firms, real estate 
agencies, and chartered accountants). The construction sector is under-repre-
sented in this business type, and the proportion of blue-collar workers is lower 
than in the others. The market for companies of this type is primarily local; still, 
a quarter of them expands their production nationally and more than one in ten 
even internationally. The favourable economic prospects that many of them re-
port proves the success of their dynamism. More than eight in ten companies of 
this configuration are training companies and they largely continue to train, with 
important schemes, new employees after their recruitment. Their positioning on 
innovative strategies and specialized services contributes to making the devel-
opment of their employees’ skills a central issue. Moreover, like large compa-
nies, these companies often work with all types of employment training partners 
(such as training organisations, Chambers of Commerce, employers' organisa-
tions, consultants among others) in order to support and develop their training 
policy (Béraud and Noack 2019). 

“Traditional small companies”: Companies of this type declare limited training 
needs. These companies are the oldest, often resulting from a family transmis-
sion or takeover. Their managers have few qualifications and mainly aim at main-
taining rather than further developing their business. Accordingly, such compa-
nies declare only few trainings needs and recruit little. For example, only one 
employee in four had access to training in 2014, mainly for regulatory reasons. 
Characterised by a mainly blue-collar workforce (45 per cent), these companies 
are present in all sectors where small structures are concentrated, particularly 
in traditional catering, construction, and car repair. They are distinguished by a 
strong territorial anchoring and few of them extend their production beyond the 



225 
 

 

local market. A quarter of them report poor overall conditions and only 10 per 
cent have a workforce that has increased over the last three years. It is important 
to note that these companies, which do not have an asserted strategy other than 
a trivialized cost-competitiveness form, are the ones that most frequently de-
clare that they have no specific skills needs. 41 per cent of these companies train 
mainly to meet regulatory requirements, for example updating an electrical or a 
machine operator's certificate. In these small, traditional companies, training ad-
justs to a production situation that seeks to maintain itself and changes only to 
meet regulatory requirements (Béraud and Noack 2019). 

“Entrepreneurs”: Companies of this type look for distinctive skills. Like those in 
traditional businesses, the managers of small entrepreneurial structures have 
few qualifications. However, 80 per cent of them have started their own busi-
ness. Most of them (68 per cent) declare that they want to develop the compa-
ny's activity on the basis of an original project or a customised production or 
service. Created by their current manager and based on strategic guidelines of 
differentiation or specialisation, these companies can thus be described as “en-
trepreneurial”. However, they have some points in common with the “tradi-
tional” ones: They are present in the same sectors of activity, and their employ-
ees occupy relatively low-skilled positions. But they differ by the fact that they 
were established more recently and are positioned in a larger market (23 per 
cent operate on the national market and 10 per cent on the international mar-
ket); they also have better economic dynamics, as proven by an increase in the 
workforce, good economic health, and prospects that are more frequently posi-
tive than for “traditional companies”. While they place a strong emphasis on 
compulsory training, these companies also seem to seek to develop skills 
through and at the workplace rather than in an organised framework. Their man-
agers, like those in “managerial and traditional companies”, to a majority of 57 
per cent believe that skills are mainly acquired on the job. Indeed, more than the 
others, these companies make use of apprenticeships (34 per cent), and often-
times have appointed an employee as a trainer or tutor (41 per cent, whereas its 
only 23 per cent of the “traditional companies”). Furthermore, even when those 
companies are not identified as “training companies”, they nevertheless report 
more frequently than others that they have trained employees on the job (38 
per cent). “Entrepreneurs” recruit frequently (72 per cent have hired one or 
more people in the last three years) and most of them provide training after re-
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cruitment. For these recruitments, which must meet specific skills needs, man-
agers rely mainly on personal networks (47 per cent). They also frequently re-
quest the help of outside organisations to advise them in implementing their 
training policy. Despite limited recourse to training, these companies often de-
velop specific know-how through work activities. It is perhaps mostly in this con-
figuration that, in addition to the frequent use of apprenticeship contracts, in-
formal and unconventional training methods can be found (Béraud and Noack 
2019). 

In each of the above-described configurations of small businesses, the profile of 
the leader plays an important role. We will now elaborate on this aspect a little 
more. 

The Entrepreneur: Driving Force Behind the Training in Small Businesses 

When we cross lessons derived from studies based on DEFIS surveys (see above) 
and the analysis by Letowksi (2019), it shows that the entrepreneur's relation-
ship to training explains to a significant extent the intensity of use of training in 
their company. A manager who has experienced initial education for themselves 
is more inclined to promote continuing training for their employees. The impact 
is tangible: While 42 per cent of companies with ten to 19 employees and exec-
utives without a degree are “training companies”, the rate rises to 83 per cent 
for companies with executives holding a Bac+3 or higher degree (Marion 2017, 
Letowksi 2019) (Figure 3). 

Figure 3: Share of training companies, by the manager’s level of education 

No degree (equivalent to EQF 1) 42% 

CAP/BEP (equivalent to EQF 3) 52% 

Baccalauréat (equivalent to EQF 4) 57% 

Bac+2 (equivalent to EQF 5) 69% 

Bac+3 and more (equivalent to EQF 6 
and more) 

83% 

Source: Marion (2017). 

There are two other factors that can have a positive impact on the use of training 
in a company: first, the company’s director is a member in different networks; 
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and second, they are open to new forms of training. In order to raise the aware-
ness of managers about training possibilities, “coaches” are necessary: Data 
show that the share of “training companies” and employee access to training 
depend largely on the support the manager receives to develop training courses. 
Excepted certified public accountants that are not training specialists, whatever 
type of organisation is requested to help with the training, the impact on the 
rate of employee access to training has proven to be significant. For example, 
the rate of employee access to training can be increased by 15 percentage points 
after a company with fewer than 20 employees has received support by a train-
ing course consultant for the implementation of a training policy (Marion 2017). 

In France, the funding and provision of continuing training is organised by the 
OPCA101, which is explicitly mandated by the social partners and public authori-
ties to compensate for the lack of internal resources dedicated to training in the 
smallest companies. These support services are only used by 33 per cent of the 
companies with ten to 19 employees. When companies aim at obtaining a qual-
ity label or at encouraging employee mobility, companies prefer consultants to 
help them, sometimes in conjunction with OPCAs (as some OPCAs offer their 
member companies a list of consultants from the HR support register). The use 
of a consultant is also more frequent when the company director or HR manager 
participates in a network or association of entrepreneurs or human resources 
development (HRD). One third of small enterprises also turn to training organi-
sations, more specifically with the aim of achieving a specific training action 
(Marion 2017). 

Conclusion 

This article explained how SMEs and VSEs are specific regarding their training 
behaviours. One of their distinguishing characteristics is the significant role of 
their leader (their profile; the strategy they chose for the company). Several 
works conducted by the team of Céreq, based on European and French surveys, 
allowed us to confirm the diversity that exists among SMEs and VSEs. Still, more 

 
101 The Organisme Paritaire Collecteur Agréé (OPCA) is responsible for collecting, pooling, and 
redistributing the financial obligations paid by companies for vocational training. The OPCA 
ensures the financing and the administrative management of the training actions imple-
mented by companies. 
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data and analysis of as well as research on those special types of companies are 
necessary in order to understand them better. 

Three configurations of companies with three to 49 employees, where training 
practices adjust to particular development strategies, emerged, namely, the 
“managerial and training companies”, the “traditional small companies”, and the 
“entrepreneurs”.  

However, the classification of a company within a particular configuration may 
evolve. A new positioning on the market, the development of a new product, a 
change in management are all factors that influence a company’s training prac-
tices. The heterogeneity of small business development strategies and the re-
lated extend of training practices are a challenging issue for public policies aimed 
at improving employees’ access to training. Such policies can be an important 
support for those companies that engage in the development of specific, some-
times original activities and seek to develop distinctive skills for their employees. 
All in all, support by skills operators remains an important issue. The recognition 
of on-the-job training, introduced by the recent French reform on vocational 
training102, could also be addressed in this context by encouraging the formalisa-
tion and development of such training practices. 

In order to conclude, we could take up some recommendations made by Céreq 
for the French case (Marion 2017), assuming that they certainly can be adapted 
to other national contexts. We need to 

• promote the access to information on training and continuing training to 
business leaders, 

• train and inform accountants 
• and promote cooperation between the different types of support staff 

(Chambers of Commerce, consultants, and training organisations among 
others) in order to better integrate the development of vocational training 
in the strategy of companies.  

  

 
102 The French Government Act 2018/771 of 5 September 2018 for the freedom to choose 
one’s professional future, indicates that the training action, defined as “a pedagogical path-
way leading to the achievement of a professional objective”, can be carried out in a work sit-
uation. 
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Skills for Smart Specialisation: Fostering SME Innovation 
Through New Training and Learning Pathways, Technological 
Transfer, and Skills Upgrading 

Pirita Vuorinen and Cristina Mereuta 

Introduction  

Smart specialisation is an important objective of the Cohesion Policy of the 
European Unions (EU). Since 2014, developing a Research and Innovation 
Strategy for Smart Specialisation (RIS3) that requires each country or region to 
identify and develop its own competitive advantages has been a prerequisite to 
receive funding under the European Structural Funds (ESF). The role of smart 
specialisation was further underscored in the 2017 Communication on 
Strengthening Innovation in Europe's Regions which linked it to regional 
innovation policy. 

The smart specialisation approach has been recognised beyond the EU as a 
strategic approach to increase evidence-based public investment to foster 
growth and competitiveness and wellbeing of citizens. The European 
Commission has been sharing the benefits of the approach beyond EU borders, 
where, despite different framework conditions, the approach is seen as having 
potential to foster decentralised and innovation-led economic transformation as 
well as promote interregional and cross-border partnerships. The EU 
neighbourhood countries are connected to the EU agenda for smart 
specialisation, either in the context of the EU enlargement process (countries of 
South Eastern Europe) or overall economic and political cooperation process 
with the EU neighbourhood countries. 

The contribution of vocational education and training (VET) to innovation, 
growth, and competitiveness is reflected in the EU VET policy cooperation 
framework set out in the Copenhagen Declaration in 2002 (Cedefop 2002) and 
consolidated through subsequent ministerial declarations, including the Riga 
Conclusions in 2015 (European Commission, Latvian Presidency of the Council of 
the European Union, and Ministry of Education and Science/Republic of Latvia 
2015) which underscores the role of VET and skills in the European growth and 
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jobs agenda. However, in the framework that guides the design of smart 
specialisation strategies, VET is not given the same importance as higher 
education. Therefore, investment in VET is disconnected from smart 
specialisation. 

Growth and competitiveness of small and medium-sized enterprises (SMEs) 
depend on their ability to innovate, reap the benefits of digitalisation, and access 
skills in the smart specialisation priority domains. However, recently, the COVID-
19 pandemic has brought the economy to a halt and SMEs in particular are 
receiving a blow. Many sectors have seen plummeting demand, while the supply 
side struggles with logistic constraints. 

Against this backdrop and because of the limited resources and relative inability 
of SMEs to absorb the costs and risks associated with in-house technology 
development, they must often utilise the process of technology transfer to take 
advantage of the benefits gained by technology and innovation.103 However, 
this, too, requires relevant human resources (HR), the lack of which is likely to 
inhibit the access of SMEs to external technology. 

Various studies and assessments, including the regular Small Business Act 
assessment carried out by the OECD, EBRD, and ETF (OCED, ETF, EU and EBRD 
2019) reveal that SMEs invest significantly less in skills development and 
upgrading than their larger counterparts and depend on the labour market to 
supply them with qualified labour. In order for SMEs to survive and prosper, new 
targeted training and learning pathways, technological transfer, and skills 
upgrading are needed. 

The present paper builds on a project initiated by the European Training 
Foundation (EFT) to develop a toolkit to address the skills dimension, specifically 
VET, in developing and implementing smart specialisation strategies.104 Initiated 
in 2019, the project includes a testing phase in which selected priority economic 
domains identified in the (draft) smart specialisation strategies are further 
analysed in terms of skills potential, demand, and supply imbalances as well as 
potential education and training actions fit to address the emerging skills needs. 
Three countries were selected for the testing phase, namely, Montenegro, the 
Republic of Moldova (at national level), and Ukraine (two pilot regions). 

 
103 https://www.inderscienceonline.com/doi/pdf/10.1504/IJTTC.2002.001781. 
104 ETF Country Reports on Skills for Smart Specialisation (forthcoming). 
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Following the testing, the project will be followed up by a methodological 
consolidation phase in which lessons, challenges, and adjustments are pooled 
together in a methodological toolkit and report to help future replication and 
adaptation in other countries or regions and their priority domains. 

This paper summarises the methodological approach and preliminary findings of 
the first testing done in Montenegro and the Republic of Moldova (thereinafter 
“Moldova”), where research took place from mid-2019 to March 2020. 
Therefore, the results presented are indicative. 

Moldova and Montenegro are among the first countries outside the EU having 
started working with the European Commission to develop their smart 
specialisation strategies. Montenegro initiated the development of its smart 
specialisation strategy in 2018 and established an inter-ministerial working 
group, which included business, academia, and non-government organisations. 
Moldova joined the Smart Specialisation Platform of the Joint Research Centre 
in 2016 and since then has worked on the identification of smart specialisation 
priority domains under the coordination of the Ministry of Education. 
Preliminary priority domains identified by Montenegro and Moldova represent 
the starting point for the research. 

In 2020, the ETF is reviewing and adapting the methodology to the regional 
context in two pilot regions (Rivne and Kharkiv) in Ukraine. The complete toolkit 
on how to approach analysing skills implications of economic prioritisation, such 
as smart specialisation strategies, is planned to be published in 2021. 

Research Approach 

Efforts to pursue the smart specialisation approach are at the intersection of 
economic, industrial, innovation, labour market, and education and training 
policies. The Entrepreneurial Discovery Phase (EDP) of smart specialisation 
approach (when the “mapping” of economic potential leads to the identification 
of priority domains) secures the background for the identification of emerging 
needs for new or updated sets of skills. Labour market requirements, as 
expressed by employers or business sector representatives during the 
consultation process for smart specialisation, call for relevant VET programmes 
and targeted up-skilling or re-skilling services to SMEs. The use of new 
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technologies or new production or trade patterns indicate a need for a forward-
looking approach on skills provision in the context of smart specialisation and a 
stronger role for lifelong learning. 

The basic assumption in the research was that newer and more focused 
economic priorities set out in smart specialisation agendas would shape short to 
long-term demand for skills. Given the complex nature of specialisation and 
various drivers such as technological and environmental factors or 
demographics, the research approach included multiple angles and investigation 
instruments. 

This included skills data exploration at sub-sectoral and local/regional levels and 
skills relatedness including the potential of inter and intra sectoral labour shifts 
in a context of competitiveness and innovation.  

The analysis focused on two priority areas identified as a result of the smart 
specialisation process in the country. In Montenegro, it focused on renewable 
production of energy and health tourism; while in Moldova, it focused on food-
processing and (renewable) energy. 

Below, the main research steps are summarized:  

• Quantitative based assessment of skills dimension (supply and demand) in 
terms of qualifications, occupations, and skills by key characteristics 
(gender, age, education level, region/localisation); 

• Qualitative assessment of skills (demand and supply aspects including 
utilisation at workplace, skills development, emerging shortages) through 
questionnaires and semi-structured interviews with employers, 
employees, and other key stakeholders such as incubators, industrial, 
chambers of commerce and industry, central and local public 
administration (relevant for chosen priority areas); 

• Review of the content of existing training offer for initial vocational 
education and training (IVET), continued vocational education and 
training (CVT), training for SMEs, and other types of skills development 
initiatives; 

• Identification of current and emerging skills trends and eventual gaps in 
terms of occupations, qualifications, and skills; 

• Analysis of the capacity of training providers to match emerging 
requirements and develop recommendations for improving training 
content. 
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As presented in the figure below, the main goal was to analyse the implications 
for human capital development of innovation, growth, and competitiveness in 
two priority areas chosen from those selected for smart specialisation.  

Figure 1: Key elements in the methodological development 

 

Source: ETF Country Reports on Skills for Smart Specialisation (forthcoming). 

The research work in the two countries took into account the relevant policy 
setting in the area of VET and continuous training and the institutional 
arrangements for engaging representatives of non-state actors in education and 
training (that is, sectoral committees or similar collaborative formats), and relied 
on existing ETF tools and methodologies such as the skills mismatch analyses and 
the small business act/SBA (OCED, ETF, EU and EBRD 2019), on holistic analyses 
of VET systems such as the Torino Process (ETF 2019a), and on the results of the 
smart specialisation process (that is, mapping of economic potential and 
entrepreneurial discovery process). 

The practical implementation of the methodology revealed that capturing the 
skills profile and changes in sub-sectors clustered as priority domains requires 
both quantitative and qualitative investigation, with emphasis on the latter. 
Although clustered together, sub-sectors reveal very different skills profiles and 
need to be given the specificity of economic activities and associated 
technologies among others. Data and information vary greatly, as they are 
shaped by policy and institutional frameworks, existing statistical infrastructure 
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(including relevant previous research) as well as raw data and broader economic 
and political context. Considering the specific context and limitations, each sub-
sectoral analysis focused on gaining a sound understanding of the sub-
sector/priority area, the key drivers of change, and interlinkages with other parts 
of the economy. Moreover, they focused on developing a detailed profile of 
occupations, jobs, and human capital, with a focus on skills. 

A combination of quantitative and qualitative techniques was used, such as 
interviews with key players and stakeholders; a descriptive analysis of relevant 
data related to employment, skills, and educational level; and desk research 
using existing data, studies, and reports. Such combination was necessary to 
overcome limitations in data availability at sub-sectoral level, which is crucial for 
this type of study. 

The main quantitative data used for the analysis were Labour Force Survey (data 
disaggregated by sectors, ISCO105 groups, and regions among others), survey and 
administrative data on companies, wages/revenues, unemployment, vacancies, 
and education (including education offer and enrolment at secondary and 
tertiary level in the relevant qualifications or specialisation programmes as well 
as continuous training available). 

Skills Dimension of Smart Specialisation Agenda (Preliminary Results) 

The methodology, briefly described in the previous section, revealed several 
data and information limitations. The quantitative analysis, which relied greatly 
on Labour Force Survey data, demanded fine-grained data on sectorial, sub-
sectoral, or cross-sectorial level (at three-digit or four-digit level of NACE106 
classification), or on specific occupation clusters, demographic characteristics, or 
territorial distribution of labour force. 

Therefore, the qualitative analysis weighed more in the process of information 
gathering, interpretation, and assessment of the skills supply and demand 
aspects relevant for the priority areas linked to smart specialisation. 

 
105 ISCO: International Standard Classification of Occupation. 
106 NACE: Nomenclature statistique des activités économiques dans la Communauté eu-
ropéenne. 
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The main (preliminary) findings with regards to skills demand dimension of 
selected priority areas are presented below, clustered by country and economic 
(sub-)sector or priority.107 

Renewable Energy Production in Montenegro 

Energy is an important sector for Montenegrin economy, as it generated 8 per 
cent of the gross domestic product (GDP) in 2018. According to the Ministry of 
Science of Montenegro, the increase in production from renewable energy 
sources in relation to final production in 2018 was 33 per cent and is expected 
to reach 42 per cent by 2022 and it shows a great potential given the 
geographical and climate characteristics (for example, potential to produce both 
wind, solar, hydro or biomass based energy).108 The energy sector also provides 
better employment opportunities in terms of jobs availability and earnings. 

The competences needed to perform in the area of renewable energy 
encompass a wide spectrum, including technical, engineering, multilingual 
(English particularly), and digital skill as well as personal and social competences. 

Most of the interviewed companies reported skills gaps when they initiated 
business operations or when hiring new employees (including recent graduates). 
Companies had to invest in staff education mainly through in-house trainings 
and mentorship. However, many companies used specialised trainings 
resources/specialists from abroad for the specific technologies not available in 
Montenegro. 

In small companies, most employees are engineers, and low-skilled labour force 
is engaged for different operational tasks (for example, the installation of solar 
panels) on a part time basis. In larger companies, there is a constant need for 
new and good workers who are skilled, educated, and willing to work and learn.  

The labour force mobility is not considered a problem in Montenegro (given the 
size of the country and distances between cities and regions) and there is a 
strong connection and relatedness between industries which are shrinking (for 
example, from manufacture to renewables and similar). Industry representatives 
expect that the adoption of new technologies, artificial intelligence, and 
digitalisation will soon become a change they cannot avoid if they want to stay 

 
107 ETF Country Reports on Skills for Smart Specialisation (forthcoming). 
108 http://www.mna.gov.me/en/ministry. 
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competitive and survive in the market. This will request employees with digital, 
information technology (IT), and multilingual skills.  

It is interesting to note that no matter the company size, the education/skills of 
managers was stressed as crucial for managing processes efficiently and securing 
the sustainability of systems.  

The educational system in the country is to some extent in line with the market 
needs in the renewable energy sector, although practical knowledge and more 
internships for students would be of great importance for having better skilled 
and knowledgeable labour force. In science, technology, engineering, and 
mathematics, specific knowledge and qualifications seem to be of crucial 
importance. Therefore, efforts should be made to encourage more students to 
follow such educational programmes. Also, setting up a training centre in the 
field of renewable energy might help attract more candidates from the whole 
country and, possibly, from the broader region.  

Priority on (Renewable) Energy in Moldova 

In Moldova, three key sub-domains have been identified as having the highest 
potential for smart specialisation: heating solutions, alternative energy sources, 
and efficient technologies. 

Renewable energy technologies and an increase in the energy efficiency of 
residential and industrial sectors as well as of transport and agriculture would 
include innovation in the support of smart networks or the elimination of energy 
waste. This offers large opportunities for SMEs. While the supply of energy was 
until recently largely a public service, a deregulation of the industry and a 
growing interest in renewable energy production is an area where SMEs could 
play an important role. 

The employment and salary levels in the energy sector have been growing in the 
past years, following also the overall positive developments on the labour 
market. In addition, the number of relevant vacancies at various levels has been 
increasing. Based on the existing data, research, and interviews with employers, 
it has become evident that the current demand for workers, both skilled and less 
skilled, exceeds the supply in the energy sector.  

Small companies in the energy sector are employing experienced people, 
especially with the specialisation in engineering, while larger companies employ 
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both fresh graduates and experienced specialists. The lack of specific technical 
knowledge and skills is usually tackled with additional training at the workplace. 
In general, employers consider the overall level of professional and generic skills 
among the existing workforce as inadequate. This is especially true for the 
middle-skilled workers in comparison to those with high skills. 

Given the increasing use of new technologies, there is a higher need for 
specialised/technical skills. The employers stress, for example, that ICT skills are 
important for both high and middle-skilled workers, who are key for the 
operation and maintenance of modern technologies. Another gap identified is 
the knowledge of foreign languages among the high-skilled, a general lack of 
analytical and problem-solving skills, and a low motivation to learn among the 
middle-skilled. 

The growing renewable energy sector accelerates the change in skills demand 
and raises new expectations of vocational and higher education providers. The 
technical staff with specific knowledge of renewable energy technologies is 
missing to a considerable extent. 

Health Tourism in Montenegro 

Montenegro promotes health tourism as a solution of diversification of tourism 
and of increased opportunities for employment. The main aim is to extend the 
touristic season throughout the whole year, focusing on therapeutic 
rehabilitation programmes, wellness, and spa (such as physiotherapy, 
preventive medicine, weight loss, aesthetic surgery, and wellness but also 
treatment and rehabilitation in case of respiratory diseases, back problems, and 
stomatology among others). Such prioritisation secures synergies with other 
sectors, for example, with agriculture in the production of healthy and organic 
food. 

Based on the existing data and interviews with employers, it can be concluded 
that in Montenegro, skilled workforce currently mainly exists in the area of 
health. In the case of tourism, the country relies a lot on foreign workforce; also, 
the quality and quantity of the workforce is conditioned by its current seasonal 
characteristic and a high staff turnover. 

In case of the health sector, the existing occupations are concentrated in the 
groups of professionals, technicians, associate professionals, and sales and 
service workers. Many hotels and related facilities also offer spa and wellness 
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services, which are considered among those with the highest potential for the 
development of health tourism. 

Within the Montenegrin health tourism area, the needs for technical skills are 
related, for example, to the ability to handle health service equipment, whereas 
technical/scientific knowledge is related to health services. Besides the 
technical/professional skills, there is a high need for the knowledge of foreign 
languages, especially English, and digital competences. Soft skills are also 
required, such as good communication skills, service-orientation, presentation 
skills, teamwork, resilience, or the ability to effectively manage time and 
planning. 

To contribute to the development and innovation in the field of health tourism, 
there will be a need for therapy and fitness professionals, medical specialists, 
support staff, customer service workers, and supervisors. 

In addition, to boost the competitiveness of SMEs in the sustainable and health 
tourism priority domain, their integration into global digital value chains is key. 
To drive such change requires new means of understanding training needs of 
SMEs. At present, training needs analyses in Montenegro are of limited scope 
and do not delve extensively into specific needs of SMEs. 

Food Production in Moldova 

Largely for natural reasons (soil resources, biological diversity, climate, and 
geographical conditions), the agriculture and food processing are well developed 
in Moldova, accounting for around 16 per cent of the GDP, 45 per cent of 
exports, and 27 per cent of employment. The greatest potential for growth 
would be in the production of organic food and in conventional crops. 

The level of skills demanded by companies is increasing because of trade and 
technological change. Skill gaps identified in the Food Processing priority area 
encompass health and hygiene, quality, production, and marketing. Employers 
stress the lack of technical skills, poor work ethic, and motivation of the young 
employees (newly graduates). 

Personal characteristics, such as the interest in personal development, 
responsibility, ability to cope with change, positive work ethics, and an interest 
in the job, are often identified as lacking. 
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There is a demand for specific skills, such as the understanding of food hygiene, 
understanding of quality standards, dexterity, machinery/technology operation 
and maintenance skills, health, and safety. Traditional manual skills are less and 
less required. 

The rising level of mechanisation, automation and computerisation of the food 
processing operations requires specific professional skills to operate, regulate, 
and ensure the maintenance of modern techniques and to increase the levels of 
IT skills. 

Some SMEs mentioned the need of “multi-skilling”, that is, a mix of skills required 
to operate a machinery and carry out its maintenance or work in the 
processing/production section and to work in customer services at the same 
time, as processing, production, and sales are most of the time integrated. There 
is also a growing demand in skills and knowledge regarding organic food.  

Foreseeable Impact on Education and Training Systems 

Technological, environmental, and demographic changes as well as alongside 
globalisation are changing the nature of work, the content of jobs, and the 
demand for training. 

Across the ETF partner countries, there is a need for continuous review and 
updating of the formal education and training provision; furthermore, the role 
of non-formal and informal learning is growing exponentially.  

The competitiveness of countries and their regions depends on their flexibility 
and capacity to effectively adapt to global changes and related skills and 
competences. All countries need to ensure (i) that skill shortages and mismatch 
do not inhibit growth; (ii) a workforce with a skills mix needed for innovation 
(such as soft skills, digital skills, and entrepreneurship key competences); (iii) a 
flexible provision of Vocational Education and Training (VET); and (iv) lifelong 
learning to respond to future skills needs and to improve the adaptability and 
employment mobility of an ageing workforce. 

The skills dimension of smart specialisation analysis done in Montenegro and 
Moldova revealed a mix of qualifications, skills, and competences required to fill 
in the needs of companies and secure the expansion of these priority areas. They 
entail technical and engineering qualifications in all selected priority areas and a 
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stronger digital base as transversal skill. A common thread is the multilingualism, 
particularly English competences, reflecting the increase of technological 
transfer, compliance with international and European standards and cross-
border trading, and cooperation relations. Key competences such as teamwork 
and the ability to learn scored high as well.  

To achieve smart specialisation priorities, new modalities to sustain demanded 
training and learning are important, such as enhanced cooperation or 
partnerships to secure technological transfer and innovation between education 
and training systems, academia, and innovative companies among others. 

The EU initiative of promoting Centres of Vocational Excellence109 reflects the 
priority given to VET transformation and modernisation with the goal to cater 
for multiple groups of learners and support smart and inclusive economic 
growth. Linking the concept of Centres of Vocational Excellence with the smart 
specialisation approach is opening new opportunities to collaborate with other 
countries and regions based on matching priority domains. In doing so, smart 
specialisation lays the ground for establishing Centres of Excellence that advance 
vocational excellence, both by deepening and extending their relationship with 
employers and by cooperating and coordinating with other skills providers (such 
as schools, companies, universities, research organisations, and specialist 
development agencies among others) to boost VET quality and effectiveness. 
Targeting high value-added activities in areas such as the digital or green 
economies as well as innovative technology and manufacturing processes in 
traditional sectors unlocks new training and mentoring pathways for initial and 
continuing vocational education and training. Such Centres of Vocational 
Excellence could nullify the size of disadvantages of SMEs by facilitating SME 
specific training and skills, upgrading through interregional and cross-border 
partnerships for new technology development and transfer, and overcoming 
diseconomies of scale in innovations within priority domains for smart 
specialisation. 

 
109 https://ec.europa.eu/education/policies/eu-policy-in-the-field-of-vocational-education-
and-training-vet_en. 
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Concluding Remarks 

The ETF will continue to test the methodological approach in two regions of 
Ukraine, thus complementing the national approach already tested in Moldova 
and Montenegro. A full report on methodological lessons and country findings is 
planned for the end of 2020; in 2021, a practical toolkit will be developed to 
secure replication in other countries and priority areas.   

So far, the experience with the practical implementation of the methodology has 
revealed that data at the sub-sectoral level is crucial for such a type of analysis. 
The experiences both in Moldova and Montenegro showed that as smart 
specialisation addresses new domains and specialisations, available statistics are 
not sensitive enough to allow disaggregation by detailed NACE, ISCO, and 
International Standard Classification of Education (ISCED) levels. Further 
disaggregation of data on regional or local levels often leads to unreliable results. 
Also, inter- and intra-sectoral transitions of the labour force are difficult to spot 
when using available statistics. 

To compensate data limitations, in depth qualitative research (for example, 
interviews and focus groups) is instrumental in getting more accurate views on 
skills demand in the priority sectors. Relevant insights and information require 
good access to stakeholders, receptive public administrative institutions and 
companies, and resources to cover the territory and sub-sectors properly. 

The research revealed that companies/businesses involved in priority domains 
for smart specialisation are key drivers for innovation and often find 
local/specific solutions to address skills shortages (either through the 
organisation of in-company trainings or through attracting trainers from abroad, 
if the technology employed is quite specific). Therefore, support to business 
training is crucial, especially for SMEs. 

From the ongoing research in the two countries, it has emerged that both 
Moldova and Montenegro face various forms of skills mismatches reflected in 
shortages, gaps, and an inefficient utilisation of available human capital.  

The specific skills requirements of the selected priority areas call for both skills 
generated through formal education programmes at secondary, post-secondary, 
and tertiary levels, continuous trainings, various training formats, (re-)training, 
upskilling, and reskilling in a lifelong learning context.  



244 
 

The inclusion of the skills dimension within the smart specialisation strategies is 
crucial and should ideally accompany the process of identifying the economic 
potential and selection of priority areas. This can allow right and timely provision 
of relevant training, targeting both current students, workforce, and businesses. 
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SMEs and the Retrospective Acquirement of Vocational Quali-
fication by Semi-Skilled and Unskilled Workers in the Federal 
State of Hesse 

Oliver Lauxen and Christian Müller 

Background: The Vocational Retraining of Semi-Skilled and Unskilled 
Workers 

Compared to other countries, the labour market in Germany is strongly struc-
tured according to occupations. The vocational training system is highly estab-
lished and formal qualifications are universally recognised (Kirpal 2006). The Ger-
man occupational concept forms the predominant organisational principle of vo-
cational training and was already developed in the Middle Ages, when craftsmen 
first completed an apprenticeship before being allowed to do their professional 
work. During industrialisation, the model of craft training was adopted for other 
areas of activity and transformed into a dual training system at the beginning of 
the 20th century (Greinert 2006, Kupfer 2011). The trainee is prepared for the 
job in a vocational school and in a company and has adapt to qualification stand-
ards, professional ethics, and codes of conduct (Kirpal 2006). A landmark is the 
Vocational Training Act (Berufsbildungsgesetz/BBiG), which came into force in 
1969; it regulates training in the majority of professions and is still valid today 
(Greinert 2006). 

Vocational education and training in Germany have always been directed mainly 
professionally and less driven by educational policy. Therefore, the German vo-
cational training system (vocation and education training/VET system) and uni-
versities are relatively uncoupled. According to Educational Sociology, there is a 
hierarchy behind this: a university course is open to the upper socio-economic 
groups, whereas vocational training is intended for the broad lower and middle 
socio-economic groups (Kupfer 2011). 

The significance of the occupational concept becomes evident when looking at 
the qualifications of employees in Germany. The official employment statistics 
of the Federal Employment Agency (Bundesagentur für Arbeit) distinguish be-
tween employees with a university degree, employees with formal vocational 



248 
 

qualification, and employees without formal vocational qualification or a univer-
sity degree. In the Federal State of Hesse, a total of 63.8 per cent of the 2,912,841 
employees had completed formal vocational qualification by 30 June 2017, and 
19.5 per cent had completed a university degree; only 16.7 per cent (486,454 
people) worked without formal vocational qualification (Demireva and Larsen 
2019). 

In Germany, persons without formal vocational qualifications are particularly af-
fected by unemployment, even more so during a economic crisis such as caused 
by the current COVID-19 pandemic. More than half of all unemployed people in 
2018 had no formal vocational qualification (Röttger et al. 2019). Accordingly, 
professional qualification processes in Germany are geared towards achieving 
recognised formal qualifications. Vocational qualification is based on the occu-
pational principle of professionalism and specialisation (Greinert 2008). Since 
the mid-1980s, the Federal Ministry of Education and Research (Bundesministe-
rium für Bildung und Forschung/BMBF) has strongly supported the opportunity 
to access further qualification for semi-skilled and unskilled workers. For years, 
research and development programmes have been financed by the Ministry, 
most recently as regional structural development projects (Baethge and Severing 
2015). In the meantime, however, the Federal Government’s major funding sys-
tem has come to an end. It is assumed that regional network structures have 
been implemented successfully and that the programme will run independently 
as intended by the last major funding initiative (BIBB 2016). Looking at the wide 
variety of vocational training programmes in Germany, only 7.4 per cent relate 
to training focused on the retrospective acquirement of vocational qualification 
(BIBB 2016). In comparison, 21 per cent of the programmes deal with vocational 
orientation and 28 per cent with vocational preparation (BIBB 2016). 

Against the background of an increasing shortage of skilled workers (Demireva 
et al. 2019, Lauxen et al. 2020), the topic of training leading to the retrospective 
acquirement of vocational qualification in a recognised occupation becomes 
more important. The companies’ traditional strategy of simply training more 
new skilled workers is limited by the declining number of young people and the 
trend towards academic degrees. Whereas vocational retraining was originally 
an education policy strategy for the social integration of disadvantaged target 
groups, the opportunity is increasingly regarded as an instrument to cover the 
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demand for skilled workers by providing further training for semi-skilled and un-
skilled workers already working in the company (Heisler 2015). 

An alternative to gain the qualification for a recognised occupation other than 
the regular vocational education and training is the so-called external examina-
tion (Externenprüfung). In the Federal State of Hesse, a specific funding pro-
gramme for the application and support of this qualification path exists. Never-
theless, there are hurdles in the application process giving rise to several ques-
tions, which we will answer in the empirical part of the article. 

The External Examination as a Possibility for the Retrospective Ac-
quirement of Vocational Qualification 

The external examination aims at facilitating the possibility of professional qual-
ification for people who do not have acquired one yet, but who have gained a 
lot of work experience instead. It offers the opportunity to acquire a qualification 
without completing the regular two or three-year training programme (Fink et 
al. 2019a). The admission of a person to the external examination is decided by 
the Chambers of Industry and Commerce (Industrie- und Handelskammer/IHK) 
and the Chamber of Crafts (Handwerkskammer/HWK) as representatives of the 
companies (Bläsche et al. 2017). In the Federal State of Hesse, there are ten 
Chambers of Industry and Commerce and three Chambers of Crafts, each of 
which is responsible for certain parts of the state as well as for certain profes-
sions (Fink et al. 2019a).  

In order to be allowed to take the external examination, one has to prove that 
they have worked in the profession for at least 1.5 times of the usual training 
period required. As the regular vocational training period lasts three years, this 
means that an applicant for the examination must be able to prove working in 
the profession for at least 4.5 years. However, justified exceptions to this rule 
are possible (Schreiber et al. 2012); for example, professional experience and 
educational qualifications acquired overseas can be taken into account for the 
admission. 

After the admission by the chamber, the person has the choice to prepare for 
the examination independently or to take a preparatory course with a trainer. 
Most participants opt for the preparatory course with a trainer, and just under a 
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third prepare independently, mostly those with a higher school qualification 
(Schreiber et al. 2012). The preparatory courses primarily teach the necessary 
theoretical knowledge for the examination (Lauxen et al. 2018). 

Promotion of the Retrospective Acquirement of Vocational Qualifica-
tion in the Federal State of Hesse 

While the programmes targeted at the retrospective acquirement of vocational 
qualification at national level have largely expired, the promotion of it is still in 
the focus of political activities in Hesse. With the ProAbschluss initiative, the Hes-
sian Ministry of Economics, Energy, Transport and Housing (Hessisches Ministe-
rium für Wirtschaft, Energie, Verkehr und Wohnen/HMWEVW) is supporting 
semi-skilled and unskilled workers in obtaining a vocational qualification through 
the external examination. The ministry promotes an advisory and support struc-
ture for companies and employees including competent advice centres in all 26 
local districts.110 On top of that, the state of Hesse covers half of the costs for 
preparatory courses for the external examination and half of the examination 
fees with an instrument called Qualifizierungsscheck. In addition to state funds, 
resources from the European Social Fund (ESF) are also used. 

The ProAbschluss initiative focuses on people without a vocational qualification 
who are in employment. In addition to this, there are other support programmes 
in Germany, above all by the Federal Employment Agency (Bundesagentur für 
Arbeit), which are aimed primarily at unemployed people. In the following, how-
ever, the focus will be on employees without a vocational qualification. 

Use of the External Examination and Obstacles for the Retrospective 
Acquirement of Vocational Qualification 

Despite all the support options, only very few people in Hesse (like in other parts 
of Germany) take an external examination. In 2017, 1,854 external examinations 
were taken, which corresponds to 5.7 per cent of all 32,607 final examinations 
in that calendar year. In the period from 2012 to 2017, there was even a steady 

 
110 For further information, see the website of the ProAbschluss initiative: www.pro-
abschluss.de. 
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decline (Figure 1). While 2,055 people passed an external examination in 2012, 
the number of participants was only 1,854 in 2017. This is a decrease of almost 
10 per cent over the entire period. However, the number of participations rose 
slightly in 2018, which is the last reporting year available. 

Figure 1: Participation in external examinations in Hesse from 2012 to 2018 

Source: Fink et al. (2019a: 7). 

The target occupations of the participants in 2017 were diverse. They included 
commercial occupations, occupations in logistics, industrial occupations, occu-
pations in trade, and occupations in catering. About 61 per cent of the partici-
pants in external examinations in 2017 were male (Fink et al. 2019a). 

The obstacles to the retrospective acquirement of vocational qualification are 
complex. They lie partly in the employees themselves, who are insufficiently in-
formed about the possibility of external examination or afraid of failure due to 
poor learning experience.111 Other obstacles can be found in the regional eco-
nomic structure and in the companies (Lauxen and Werle 2018), but also on the 
part of the training providers, most of whom do not offer any preparatory 
courses for external auditing (Lauxen et al. 2018). In addition, the attitude of the 
individual chambers as responsible bodies for post-qualification differs in how 
they promote it. All these factors play a significant role in why both the absolute 
number of external examinations and their share in all final examinations vary 
greatly between regions (Fink et al. 2019b). 

 
111 For a comprehensive presentation, see Fink et al. 2019b. 
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Questions for the Empirical Part 

In the empirical part of the article, we investigate the stance of SMEs in Hesse 
on the retrospective acquirement of vocational qualification: Are they familiar 
with the possibilities? What practices do they follow? Do they enable employees 
without a professional qualification to take an external examination? 

These questions can be answered using a typology of companies developed by 
the Institute for Economics, Labour and Culture (Institut für Wirtschaft, Arbeit 
und Kultur/IWAK), Centre of Goethe-University Frankfurt am Main, as part of the 
scientific monitoring of the ProAbschluss initiative (Werle et al. 2018). The data 
basis for this consists of 33 expert discussions with multipliers and 42 qualitative 
interviews with executives and human resources (HR) managers from Hessian 
companies. The typology allows for a deeper understanding of the role of the HR 
policy in SMEs and can also lead to novel ideas on how to improve educational 
counselling and further promote the retrospective acquirement of vocational 
qualification. 

Methodological Approach: Use of Qualitative Interviews to Capture 
the Perspective of Companies 

A literature review revealed hardly any studies on the company perspective on 
the retrospective acquirement of vocational qualification by semi-skilled and un-
skilled workers. Therefore, a qualitative and explorative research design was 
chosen (Helfferich 2014). Before the actual company survey, 33 expert discus-
sions were held with multipliers from business associations, chambers, and busi-
ness development agencies among others. Some of the discussions were very 
short. The main purpose was to find ways to address companies for the company 
survey. However, they also gave first insights into how the retrospective acquire-
ment of vocational qualification is looked at in the respective branch.112 

The interviews with executives and HR managers from Hessian companies 
started in December 2017. The acquisition of participants took place partly with 
the help of the multipliers, partly with the support of the consultants of the Pro-
Abschluss initiative, via internal IWAK contacts, and via regular acquisition 

 
112 For a detailed description of the methodology, see Werle et al. 2018. 
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(Kaltakquise). By March 2018, we had contacted 179 companies by phone. Of 
these, 137 did not take part in the survey. A few were excluded because they did 
not meet the criteria, such as the size of an SME or industry inclusion criteria. By 
researching the companies' websites, we were able to rule out the possibility 
that such companies were contacted at all. 38 companies were excluded be-
cause there were no skilled or unskilled workers due to legal requirements or 
the complexity of the work. The other companies simply had no interest in par-
ticipating. 

Between December 2017 and March 2018, 42 guide-based interviews were con-
ducted. This was usually done on-site at the company. The companies surveyed 
belong to industries in which external audits are carried out in Hesse, namely, 
construction, the chemical and pharmaceutical industry, the electronic industry, 
retail trade, gastronomy, craft, the metal industry, the logistics industry, the 
manufacturing industry, and the cleaning industry. Most of them were medium-
sized companies (50 to 250 employees) from all parts of Hesse. It was difficult to 
approach small businesses (one to 49 employees). 

The interviews were analysed in terms of content (Mayring 2007). Companies 
with similar operational combinations of characteristics were grouped into types 
(Kluge 2000). The company typology was secured through a communicative val-
idation with three companies randomly selected from the sample (Ziegaus 
2006). In two cases, there was an on-site appointment; in another case, the val-
idation was carried out by telephone. 

Results: A Typology of SMEs  

With the help of a company typology (Werle et al. 2018, Lauxen and Werle 2018), 
we bundled different perspectives of SMEs on the topic of the retrospective ac-
quirement of vocational qualification by semi-skilled and unskilled workers. The 
companies were initially roughly distinguished according to whether they 

• only teach and instruct semi-skilled and unskilled workers and after that, 
those employees remain in auxiliary activities, 

• further qualify semi-skilled and unskilled workers so that they assume 
qualified functions, 

• and qualify semi-skilled and unskilled workers so that they can obtain the 
targeted professional qualification retrospectively. 
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For further typification, we examined the extent to which other operational 
characteristics occurred in combination. The following characteristics proved to 
be relevant for the typification: 

• the perceived need for skilled workers (How does the company perceive 
the labour market situation?), 

• the quality of information about the retrospective acquirement of voca-
tional qualification (Does the company have information regarding the 
retrospective acquirement of vocational qualification?), 

• the breadth of orientation of the personnel policy (Is the need for skilled 
workers only covered by traditional measures such as training?), 

• and the existing qualification formats for semi-skilled and unskilled work-
ers (Which format does the company utilise?). 

The characteristics above could be used to further subdivide companies that only 
train and induct employees without vocational qualifications. The same is true 
for the companies who promote professional qualifications. This resulted in a 
typology with five company types (Figure 2). In companies of the Types I, II, and 
III, semi-skilled and unskilled workers do not have the opportunity to obtain a 
professional qualification. This is only possible in companies of the Types IV and 
V. 

These types are ideal types, which means that the associated companies in the 
sample are not necessarily similar in every respect. Occasionally, there may be a 
company that can be assigned to more than one type, because the training strat-
egy of departments for semi-skilled and unskilled workers differs.  
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Figure 2: Five types of SMEs 

 

  

 

 

 

 

Source: Lauxen et al. (2018: 21). 

Type I and Type II: The Simple Instructors and the Simple Instructors in 
Transition 

The “simple instructors” (Type I) do not experience a shortage of skilled workers 
and therefore see little need for formal qualification of semi-skilled and unskilled 
workers that goes beyond learning and induction training. Many of these com-
panies primarily perform auxiliary activities that do not require a formal degree. 
Companies with a higher share of skilled workers are attempting to quickly bring 
semi-skilled and unskilled workers into regular vocational training. The “simple 
instructors” cover their personnel needs through traditional personnel policy 
measures such as training, recruitment on the labour market, or the use of tem-
porary workers. They do not consider the possibility of retrospective acquire-
ment of vocational qualification by semi-skilled and unskilled workers. Their per-
sonnel policy is rather narrowly focused.  

This also applies to the “simple instructors in transition” (Type II). In these com-
panies, however, the technical requirements are somewhat higher than for Type 
I companies. A shortage of skilled workers is noticeable and traditional personnel 
policy measures appear to be no longer sufficient. The “simple instructors in 
transition” simply lack knowledge and information about the possibilities of the 
retrospective acquirement of vocational qualification. However, during the in-
terviews they showed a strong interest in it. 
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Type III: The Modular Qualifiers 

The “modular qualifiers” (Type III) enable employees without a vocational qual-
ification to perform the same tasks as skilled workers with a professional quali-
fication. They have great difficulties recruiting skilled workers and have there-
fore made HR policy broader than Type I and Type II companies. The “modular 
qualifiers” employ non-specialist people without qualifications and then qualify 
them to take on activities usually performed by skilled workers. The qualification 
is mostly done in-house; only larger SMEs tend to use further external training 
offers. It takes place in modules that are comparable to individual modules of 
the respective training framework. The participants thus complete individual 
parts of the regular vocational training. The “modular qualifiers” sometimes 
have considerable information deficits regarding the retrospective acquirement 
of vocational qualification. In many companies, however, the formal vocational 
qualification is simply of little added value. Enabling the takeover on skilled 
worker functions in the company appears to be entirely self-sufficient. 

Type IV and Type V: The Singular Ex Post Facto Qualifiers and the Sys-
tematic Ex Post Facto Qualifiers 

The “singular ex post facto qualifiers” (Type IV) rarely offer the opportunity to 
gain professional qualification, whereas the “systematic ex post facto qualifiers” 
(Type V) do this on a regular basis. Companies of both types suffer from a pro-
nounced shortage of skilled workers and are well-informed about the possibili-
ties of the retrospective acquirement of vocational qualification. However, the 
“singular ex post facto qualifiers” use the retrospective acquirement of voca-
tional qualification less as a strategic instrument; their personnel policy is more 
traditional and narrowly focused. The retrospective acquirement of vocational 
qualification becomes more focused either when there are peaks in orders, or 
when employees without a vocational qualification themselves request corre-
sponding qualification wishes to the company management. In these cases, ex-
ternal training is used, as the companies have very few internal structures for 
this. The “systematic ex post facto qualifiers” have a broad personnel policy; em-
ployees without a professional qualification are systematically in the focus. 
These companies tend to be the larger ones among the SMEs. 
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Examination of the Results 

As the company typology shows, it is not the affiliation to a specific industry or a 
specific company size that determines whether companies support the retro-
spective acquirement of vocational qualification by employees without voca-
tional qualification. Rather, it is conducive that companies 

• feel pressure to act due to a shortage of skilled workers, 
• are informed about the possibility of obtaining vocational qualification via 

the external examination, 
• include people without professional qualifications in their HR policy, 
• and use existing qualification structures within the company or contacts 

to external training providers for employees without vocational qualifica-
tions, too. 

Counselling can influence these factors (Lauxen and Werle 2018): The “simple 
instructors” (Type I), who see no need for qualification because their employees 
mainly perform simple tasks, are not very receptive to information about the 
retrospective acquirement of vocational qualification. The “simple instructors in 
transition” (Type II) are quite different: They are looking for alternatives to cover 
their skilled labour needs and are grateful for information on implementation 
and funding opportunities. They may very quickly become Type IV or Type V 
companies. The “modular qualifiers” (Type III) are a heterogeneous group: Some 
companies could be interested in the certification of internal qualification mod-
ules, as such a certification would make it possible to promote these modules 
via the ProAbschluss initiative, whereas others still lack any information on the 
retrospective acquirement of vocational qualification. 

The IWAK presented ideas for type-specific counselling to the consultants of the 
ProAbschluss initiative in face-to-face interviews. Together, it was reflected on 
what the results of the study mean for the work of a consultant in the respective 
region (Lauxen et al. 2019). In addition, the results were discussed in a workshop 
together with the consultants, and all consultants received the project report in 
printed and electronic form. 

The profound exchange with the operational actors in the ProAbschluss initiative 
is an important part of the scientific monitoring by the IWAK. The labour market 
monitoring is not only aimed at the progress of the initiative for the client, but 
also to carry out practice-related studies to provide data and impulses for the 
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operational actors’ work. For this purpose, both quantitative and qualitative re-
search and evaluation methods are used. 

As shown above, the number of external examinations has not increased in the 
Federal State of Hesse in recent years. The reluctance of many companies be-
comes more understandable when having a closer look at the results of the 
study: Across all types of companies, the interviewees expressed anxiety that 
employees might change the company after gaining a professional qualification. 
From a human capital theory point of view, this makes sense: investing in further 
training of employees is risky for a company (Bellmann et al. 2015, Käpplinger 
2016). If the employee’s retention rate fluctuates, the investment in human cap-
ital for the company would be lost. Specific training seems less risky than general 
training, because the skills acquired would not easily transfer to other compa-
nies. Even though the human capital theory approach may not go far enough and 
other motives play a role, too, as do social negotiation processes, there is a fun-
damental divergence of interests between employees and employers (Käp-
plinger 2016). Interviews with employees in the process of acquiring vocational 
qualification retrospectively also illustrate this (Fink et al. 2019b). 

The retrospective acquirement of vocational qualification is not an attractive 
business for training providers. Most of the training providers do not offer that 
type of training (Koschek and Samray 2018, Lauxen et al. 2018), which contrib-
utes to the lack of awareness of the external examination. In any case, the ret-
rospective acquirement of vocational qualification does not have a good reputa-
tion in Germany; it is seen as a competition for regular vocational training 
(Dauser et al. 2012). Modular training offers targeted at the retrospective ac-
quirement of vocational qualification are part of a controversial political debate 
(Gutschow 2015, Heisler 2015). All in all, this makes it difficult for consultants to 
submit suitable offers to companies. 

A limitation of the study is the size of the sample. For a qualitative study, 42 
interviews are certainly a lot, but of course the data is not representative in a 
quantitative sense. Nevertheless, the typology seems to reflect the attitudes and 
operational practices of the companies in the area of the retrospective acquire-
ment of vocational qualification quite well. According to the ProAbschluss con-
sultants, the typology is comprehensible, realistic, and practical (Lauxen et al. 
2019). It facilitates orientation for less experienced consultants and helps them 
to understand the perspective of the companies. 
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Conclusion and Outlook 

According to forecasts, the shortage of skilled workers in Hesse will become an 
increasingly pressing issue in the coming years. A shortage of 135,070 employees 
with vocational training is predicted by 2024 (Demireva et al. 2019). This short-
age corresponds to 7 per cent of the skilled workforce in 2017. It is less due to 
economic reasons, but rather due to an immense age-related need for replace-
ment due to the retirement of the so-called baby-boomers. 

Against this background, the importance of the retrospective acquirement of vo-
cational qualification by employees is likely to increase in the coming years. 
There is potential in it to secure skilled labour beyond traditional strategies such 
as training, employment of temporary work, or recruitment abroad. The target 
group is already working in the company, knows structures and processes, and 
has important implicit knowledge. Investment in training can also strengthen the 
organisational commitment of employees (Meyer and Herscovitch 2001). 

In order to make the retrospective acquirement of vocational qualification by 
employees possible, companies need information and advice on the subject on 
the one hand and support in expanding their traditional HR policy on the other 
hand. The ProAbschluss consultants provide information and advice. However, 
the advisory structure of the ProAbschluss initiative is not a permanent struc-
ture, but a project structure linked to the approval of funding and political will. 
The Federal Employment Agency (Bundesagentur für Arbeit) is currently estab-
lishing new structures in educational counselling or expanding existing struc-
tures: With the Qualification Opportunities Act (Qualifizierungschancengesetz), 
which came into force in January 2019, all employees in Germany now have a 
legal right to educational counselling. Currently, it is still unclear to which extent 
the advice structures and advice practice will change because of this. However, 
it does not seem to make much sense to completely reorganise the structures 
and networks that have been developed over the years as part of the Pro-
Abschluss initiative. 

Virtual regional planning workshops, which the IWAK will carry out together with 
HR managers in various regions of Hesse in 2020, serve to support the expansion 
of personnel policy in SMEs. As part of the planning workshops, HR managers in 
SMEs are to be supported in securing their quantitative and qualitative person-
nel requirements against the background of demographic and technical devel-
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opments. The aim is to check to what extent existing support options from ex-
ternal organisations are already taking effect and how they can be more closely 
aligned to the needs of SMEs, if necessary. Even though the planning workshops 
address the qualification of employees at all qualification levels, the subject of 
the retrospective acquirement of vocational qualification has a particular im-
portance, as the demand for qualified personnel is growing due to the increasing 
digitalisation of companies. 
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3.2. Human Resource Development and Retention 
Management 

How Do SMEs Contribute to Sustainable Employability in 
Times of Crisis? An Explorative Study in Northern Italy 

Mattia Martini and Dario Cavenago 

Introduction 

The attention to the issue of employability has grown in recent years as a conse-
quence of transformations that are affecting the national and local labour mar-
ket (Green et al. 2013). In particular, the traditional job security is lost with the 
shift from the “linear career model” to the “boundary-less career”.113 As a con-
sequence, it becomes important for workers to continually strengthen their em-
ployability in order to cope with the increasingly frequent changes in their career 
paths. Furthermore, it is expected that due to the digital transformation on the 
labour market, some occupations will disappear, and others will substantially be 
modified. Workers will have to be ready to adapt to new requirements of skills 
and abilities and to be employable both at their current as well as at prospective 
employers. Finally, employability represents a critical resource for individuals to 
face times of economic crisis when re-engineering, downsizing, and layoff are 
commonplaces and when the individual’s ability to “relocate” in the labour mar-
ket and reinvent themselves plays a key role. 

Individual employability partly depends on personal resources, in particular on 
human (“know-how”), social (“know-who”), and psychological capital (“know-
why”); they affect a person’s chances of success in the labour market. However, 
employability is both an individual and institutional/organisational responsibility 
(Zhang et al. 2015). Individuals are expected to acquire knowledge, skills and 
abilities that are appreciated by the employers (both actual and prospective) and 

 
113 „Linear“ (or traditional) career models are grounded in a long-term relationship between 
the individual and one or two companies over the individual's working life. The emerging „pro-
tean“ or „boundaryless“ career, on the other hand, involves different changes of jobs, roles, 
and employers in the working career path (Eby et al. 2003). 
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make themselves more “employable” over time. Additionally, different actors 
such as the government, schools, universities, public and private services for em-
ployment and training, and employers have the responsibility to provide oppor-
tunities for people to enhance their human, social, and psychological capital in a 
life-long learning perspective. 

As many studies have suggested, a worker’s employability largely develops 
through their working experience (Martini et al. 2019; Martini and Cavenago 
2017; Van Harten et al. 2016; De Vos et al. 2011; Van der Heijden et al. 2009; De 
Grip and Sanders 2004; De Vries et al. 2001; Groot and Maassen 2000). Accord-
ingly, the employers play a key role in strengthening (or hindering) the employ-
ability of their employees. An employer can support the employability of their 
workers by providing programmes and initiatives that promote their develop-
ment and growth within the organisation and/or by helping the employees in 
dealing with job changes and career transitions in the labour market.  

The literature on the subject discusses the benefits and risks of investing in em-
ployability from the perspective of organisations (Van Harten et al. 2020). On the 
one hand, researchers believe that investing in employability may allow a com-
pany to have better performing, more flexible and more committed workers. On 
the other hand, researchers also point out the risk for the employers of not being 
able to recover from the investment made, as strengthening employability in-
creases the marketability and possibly turnover of employees. Besides the ben-
efits and risks, some of the research literature points out that enhancing the em-
ployability of employees means adopting a sustainable way of human resource 
management (HRM) strategy and designing practices aimed to help workers 
dealing with job insecurity and work-related changes (Ehnert et al. 2014).  

Northern Italy, like many other countries in the world, is now facing the health 
emergency due to the so-called Corona virus (SARS-CoV-2). The pandemic and 
the resulting lockdown of about half of all global business activities will lead to 
an unprecedented economic crisis. In a recent report, the International Labour 
Organisation (ILO) points out that the number of hours worked will drop by 6.7 
per cent in the entire world in the second quarter of 2020 and the crisis will can-
cel the equivalent of 195 million full-time workers (ILO 2020). Consequently, so-
lutions must be found that limit the loss of jobs and the dispersion of human 
capital. Therefore, it is critical to understand if and how small and medium-sized 
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enterprises (SMEs) deal with employability and sustainable employment to face 
the current economic recession and expected crisis. 

The present chapter reports the results of an explorative study conducted with 
the owners and human resources (HR) managers of six SMEs in Northern Italy. 
The study aims to examine whether and to what extent the SMEs integrate the 
concept of employability within their HR strategies, and how they explicitly or 
implicitly contribute to develop their workers’ employability.  

The present study draws back to 2011, when the Italian economy was in the 
midst of an economic crisis that had started in 2009. Thus, although dated, the 
results of the study could be useful to predict and steer the behaviours of SMEs 
towards their employees when facing an economic crisis, such as the one that is 
expected as a result of the COVID-19 crisis. 

The chapter begins by presenting the reference literature and then the rational 
for examining employability within SMEs in Monza and Brianza. It proceeds to 
describe the research conducted and to discuss the results of the explorative 
analysis. At the end, conclusions and implications are presented. 

Literature Review 

HRM and economic literature offer a wide range of definitions of employability. 
Nevertheless, all definitions of employability are about work and people’s ability 
to be employed. In essence, employability is the “capability to move self-suffi-
ciently within the labour market to realize potential through sustainable employ-
ment” (Hillage and Pollard 1998; Fugate and Kincki 2008; Rothwell and Arnold 
2007; Van der Heijde and Van der Heiijden 2006; Fugate et al. 2004; De Grip and 
Sanders 2004; Forrier and Sels 2003; Groot and Maassen 2000).  

The employability literature also distinguishes between “internal” and “external 
employability”. “Internal employability” concerns the ability of the employee to 
keep their actual job, while “external employability” relates to their ability to find 
a new job in the external labour market. The likelihood of being externally em-
ployable is largely connected to the possession of a valuable general and trans-
versal human capital, whereas that of being internal employability largely (if not 
exclusively) depends on specific human capital, and then professional skills 
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which are necessary to effectively carry out the work within a specific organiza-
tion (De Cuyper and De Witte, 2011). In what follows, we refer to external or 
general employability, though most of the arguments and results are also valid 
in the context of internal employability. 

Individual employability largely depends on knowledge and skills. Accordingly, 
those who have a higher formal education as well as a range of generic skills and 
labour market experience are supposed to have better chances of getting new 
employment (Van der Heijde and Van der Heijden 2006; Hillage and Pollard 
1998). Furthermore, McQuaid and Lindsay (2005) consider transferable skills to 
have the most impact on one’s employability. They distinguish between basic, 
key and high-level transferable skills. Basic transferable skills refer to skills such 
as literacy and numeracy; key transferable skills refer, for example, to problem-
solving and communication; and high-level transferable skills include self-man-
agement and commercial awareness. However, Fugate and Kincki (2008) de-
scribe employability as a psychosocial construct that embodies individual char-
acteristics that foster adaptive cognition, behaviour, and affect, and enhance the 
individual-work interface. The authors furthermore stress the importance of 
considering five personal traits that can foster individual employability; these 
traits are “openness to changes at work”, “work and career resilience”, “work 
and career proactivity”, “career motivation”, and “work identity”. 

At the organisational level, employability means increased investments in all 
forms of employee development with an emphasis on providing general or mar-
ketable skills that are in demand at other firms (Craig et al. 2002; Baruch 2001). 
Within the firm, such skills can be acquired through formal and informal learning 
(Van Der Hejden et al. 2009). Accordingly, organisations may adopt a wide range 
of personnel development practices to enhance the individual’s suitability for 
work. It starts with formal training, which is targeted at long-term rather than 
short-term development issues and contributes to develop transferable skills ra-
ther than solely firm-specific human capital (Baruch 2001). Informal learning op-
portunities mainly depend on the extent to which firms design rich, autonomous, 
and challenging jobs, and organise work through working groups, task rotation, 
and multitasking (De Grip and Senders, 2004; De Grip et al. 2004; Groot and 
Maassen 2000). Meanwhile, firms that promote employability are also expand-
ing internal mobility and the above measures can then further be encouraged by 
stimulating horizontal and vertical flows, such as shifts to other functions at the 
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same level of the hierarchy (horizontal) or to a higher level (vertical) (De Vries et 
al. 2001). Furthermore, employers can adopt performance evaluation systems 
to identify the causes of the discrepancies between workers’ performances and 
organisational expectations, and provide follow-up and improvement plans ac-
cordingly. Finally, employability may occur as result of career support initiatives 
(Van Dam 2004), including personal relationships, such as coaching, mentoring, 
and tutoring. 

Although employee development is vital in maintaining and developing the over-
all capabilities of the organisation, there is a debate about the benefits and risks 
for companies that invest on employability development (Van Harten et al. 
2020). In this vein, a pessimistic and an optimistic vision can be distinguished. 

The supporters of the pessimistic vision suggest the existence of an “employa-
bility paradox” (De Cuyper and De Witte 2011), emphasising the risks associated 
with any investments for the development of employability. The assumption be-
hind the employability paradox is that companies risk to lose their investments 
in employability, as they possibly also stimulate greater turnover of their most 
valuable employees. According to the human capital theory assumptions (Becker 
1983), employers should prefer to focus their investments on firm-specific hu-
man capital that is not easily appropriable for competitors. Following these ar-
guments, enhancing employees’ employability would not be a convenient strat-
egy for employers.  

On the contrary and from a more optimistic perspective, sustaining employabil-
ity is considered to be a source of sustainable competitive advantage for organ-
isations (Goshal and Moran 1997). From this perspective, investing in employ-
ees’ employability is considered an effective strategy for attracting, motivating, 
and retaining talents (Ellstrom and Nillson 2012), as it leads to greater employee 
commitment (Benson 2006). The underlying assumption here is that when em-
ployment-security cannot be longer guaranteed by the employers, employability 
becomes the basis for an alternative employment relationship (Craig et al. 2002; 
Galunic and Anderson 2000; Estienne 1997; Iles et al. 1996 among others). Ac-
cordingly, developing employability means to guarantee that the employees’ 
skills are up-to-date and marketable when they unexpectedly become unem-
ployed. Building on the social exchange theory, it is assumed that when employ-
ees perceive a greater support from their employers for their employability, they 
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will reciprocate the organisation through greater commitment, loyalty, and 
work-performance (Galunic and Anderson 2000). 

Recent empirical study questions the assumptions of the “employability para-
dox” and provides support for the optimistic view on employability development 
(Rodrigues et al. 2019; Nelissen et al. 2017). Despite this, there are still many 
doubts regarding the employer’s orientation and commitment of adopting an 
employability development strategy (Marzec et al. 2009; Baruch 2001; De Vries 
et al. 2001). According to this, many employers are reluctant to offer generic skill 
development and prefer job-specific training that brings immediate results to 
the organisation (Carbery and Garavan 2005). In addition, an employability strat-
egy may fail in sustaining organisational commitment, as its effectiveness also 
depends on the willingness and capability of employees in taking advantage of 
the learning opportunities provided by the employers (Thijssen et al. 2008). As a 
consequence (and according to some empirical evidence), the adoption of an 
employability approach is more frequent in knowledge-intensive organisations 
and sectors (Marzec et al. 2009), where the presence of high-skilled workers is 
greater (De Vries et al. 2001). 

Beyond the fact that companies may or may not adopt an employability strategy 
when managing their employees, the former can be distinguished according to 
the extent that they offer workplace development opportunities for workers. For 
example, some authors suggest that investments in formal training are usually 
higher in larger enterprises (Waddoups 2011) due to their high financial re-
sources. In addition, the largest industrial firms frequently adopt high-perfor-
mance work systems (HPWS’s) which are used to increase employees’ compe-
tence, flexibility, and performances (Appelbaum et al. 2000). Evidence also sug-
gests that the most varied employability practices were usually applied in SMEs 
(Marzek et al. 2009), as their flat structures, decentralisation and job rotation 
guarantee broad informal learning opportunities for their employees (Patton et 
al. 2000). 

Empirical Context 

The province of Monza and Brianza in Northern Italy is one of the fastest growing 
areas in Italy in terms of economic activity. The local area is characterised by a 
strong industrial tradition and the presence of many SMEs employing about 40 
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per cent of the total workforce. Some trends of the labour market at the local 
level make the issue of employability particularly relevant for SMEs. During the 
economic crisis that started in 2009, the increase of labour market flexibility oc-
curred alongside downsizing, restructuring, delay rings, plant closures, and de-
location, with direct consequences for employees such as layoffs and involuntary 
job terminations. All these trends resulted in a substantial reduction of long-term 
job security for workers and an increase of employment mobility and job turno-
ver rates in the labour market of Monza and Brianza (Mezzanzanica 2011). One 
of the consequences of the immensely increased job insecurity was the under-
mining of the credibility of a model of employment organised around the stabil-
ity of a long-term employment relationship, which seems to be especially the 
case in SMEs. In this context, the development of employability may represent 
an effective strategy for SMEs. In addition, due to increased international com-
petition, human capital became a particularly critical resource for the manufac-
turing SMEs in Monza and Brianza. Many SMEs increasingly look for high-skilled 
workers (mainly technicians and specialized workmen) and were more aware of 
the importance of formal and innovative HRM (Martini 2012).  

Method 

Data for this study was collected through a research conducted in 2011 together 
with SMEs in the province of Monza and Brianza. In the first phase of the re-
search conducted, a survey was administered with a representative sample of 
small, medium, and large organisations to shed light on the adoption of high-
performance work practices (HPWPs). The study subsequently proceeded by col-
lecting qualitative data from six case SMEs.114 The aim of the qualitative phase 
was to examine to what extent SMEs embrace an employability policy to manage 
their employees and how they contribute to developing the employability of 
their employees. 

 
114 This chapter was born in the context of a broader research started in 2011 (still ongoing), 
conducted by the authors and a team of professors and researchers from the University of 
Milan-Bicocca. The research on employability aims at exploring the conditions of development 
of employability in companies and testing the impact of the support of employability on the 
organisational performance. In 2019, the research led to the development of different tools 
designed to calculate the Company Employability Index (CEI) and launch an observatory on 
employability (https://maunimib.unimib.it/osservatori/employability-lab/). 
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The choice of a multiple-case study was due to the research objective, which was 
not to identify different approaches and characteristics, but rather to trace out 
a common trend in the action of SMEs. Furthermore, this choice mitigates the 
limitations of qualitative research that provides little basis for scientific general-
isation (Stake 2006). Although the research results cannot be considered statis-
tically relevant, they give a clear vision of the phenomenon and enrich its explo-
ration. Furthermore, in order to neutralize the effects of the firm’s dimensions, 
both small and medium-sized companies were included. The participating enter-
prises have chosen not to reveal their identity due to the sensitivity of the sub-
ject under study, so specific names will not be mentioned. The main character-
istics of the six SMEs are shown in Table 1. 

Table 1: Characteristics of SMEs involved 

  SME_A SME_B SME_C SME_D SME_E  SME_F 

Core func-
tion 

Production 
of plant and 
equipment 
for storage 
and logistics 

Production 
of screw 
jacks, bev-
els, and 
phasers 

Production 
of photovol-
taic mod-
ules and 
turnkey 
plants 

Production 
of screws 
and special 
fasteners 

Production/ 
distribution 
of compo-
nents and 
systems for 
plumbing in-
stallation 

Production 
of alimenta-
tion systems 
for cars and 
motorcycles 

Number of 
employees 

38 55 120 186 233 245 

Foundation 
(year) 

1956 1981 2000 1926 2010 1933 

Respondent 
(role) 

Owner Owner HR Manager HR Manager HR Manager HR Manager 

Source: the authors. 

The principal source of investigation were twelve semi-structured interviews 
(two for each firm) carried out with HR managers, or, where this role was not 
present, with the enterprise’s owner. Each interview was conducted by two re-
searchers, recorded and transcribed for the most important parts; the same re-
searchers also led two focus groups, once with the smaller-sized enterprises 
(SME_A, SME_B, and SME_C) and once with the larger (SME_D, SME_E, and 
SME_F). The interview protocol was constructed on the basis of previous empir-
ical research (Groot and Maassen 2000; Baruch 2001; De Vries et al. 2001; De 
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Grip and Senders 2004; De Grip et al. 2004; Van Dam 2004; Van Der Heiden et 
al. 2009; Marzec et al. 2009) and the data analysis was carried out through the 
construction of matrices describing the variables analysed in the various cases, 
thereby making comparisons easier (Stake 2006). 

Results 

The Employability Orientation of SMEs  

The first aim of the interviews was to examine HR managers’ or owners’ aware-
ness of the idea of employability. Respondents were asked whether they em-
brace and/or would embrace an employability strategy to manage employees 
and then to discuss the barriers and the enhancing factors. 

One finding from the interviews is that employers naturally do not focus their 
strategic personnel management on the development of long-term employabil-
ity of their employees to maintain them fit for the labour market in general and 
possibly for the work at other companies. Indeed, the main priority of the SMEs 
surveyed is to create and develop firm-specific skills that are directly applicable 
in their current working context. For example, the HR manager of SME_D states 
that “developing employability is a problem that we never face, while it is a pri-
ority for us that our employees are able to develop skills which would be useful 
and applicable in our business environment” (Interview No. 4, 12 June 2011)115. 
Furthermore, the wish to benefit from the human capital developed in their 
company themselves seems to prevail among the respondents. The risk to lose 
their employees and the according investments to the competition makes the 
adoption of an employability strategy less attractive for the SMEs. For example, 
the owner of SME_B asserts that “the firm cannot worry about what will happen 
to their employees. Our employees can develop employability through a working 
experience in a small business. Then, I don’t care to create it and the fact that 
others can benefit bothers me” (Interview No. 2, 5 June 2011). 

 
115 All quotes from the interviews have not been corrected (concerning typos, grammar, and 
other mistakes), so as not to change their meaning. 
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However, it seems that some external and internal conditions to the SMEs limit 
their willingness to invest in their employees’ employability. Participants high-
light that the economic crisis, combined with a higher competition from devel-
oping and newly industrialised countries (China, in particular) forced the SMEs 
to focus on short-term objectives and containing labour costs. Accordingly, a 
proper implementation of an employability strategy at the organisational level 
came with high costs and its outcomes will only be visible in the long-run. As the 
HR manager of SME_E states, “the employability of our employees is not a prior-
ity (…). In this period, we have to reduce costs and the response must be quick 
and easy (...). Our overriding goal is to improve efficiency in order to survive, to 
justify the investment and give a semblance of stability for the future” (Interview 
No. 5, 20 June 2011). Caring about the employees’ employability is not consid-
ered to be an effective short-term strategy, as respondents believe that its po-
tential benefits would be visible only over a longer period of time. For example, 
the manager of SME_F states that “an attitude of this type constrains the devel-
opment of employability as the impact of the most advanced human resource 
management practices is greater in the long run, as these need to be integrated 
in the work environment in order to lead to concrete benefit” (Interview No. 6, 
28 June 2011). 

The respondents also emphasise that a strategy aimed at enhancing employabil-
ity would not be appropriate if the expectations of employees are still focused 
on job-security. As stated by the owner of SME_B, “the choice of the employee 
to enter and remain in the company always depends on employment security 
that the organisation can guarantee (…). The goal of the most workers is still on 
the lifetime job rather than of professional development” (Interview No. 2, 5 June 
2011). As a consequence, it seems to be more effective for the SMEs to guaran-
tee job-security, offer high levels of remunerations and provide internal career 
opportunities to attract and retain employees. In this regard, respondents em-
phasise the importance of government interventions, which aim at reducing the 
rigidity still characterising the Italian labour market (in particular, high costs for 
the dismissal of employees) and may contribute to create a new culture of work 
among people that is more focused on taking advantage of life-long learning and 
the development of opportunities. As the owner of SME_A claims, “as long as 
the mentality of people does not change, the introduction of innovative policies 
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and practices of personnel management, such as those related to the develop-
ment of employability, are not feasible within our organisations” (Interview No. 
1, 3 June 2011). 

The respondents also suggest that workers’ expectations and preferences vary 
according to their age and educational level. More specifically, young workers 
(between 25 and 40 years) and those employed in skilled occupations (such as 
technicians and professionals) may be more interested in a professional devel-
opment opportunity than others. For example, the manager of SME_E indicates 
that “in my organisation, workmen and the lowest skilled workers only look for 
permanent jobs and salary increases (…). On the contrary, young office workers 
and technicians are quite sensible to the development opportunities that we can 
offer to them” (Interview No. 5, 20 June 2011). Therefore, diversifying the HRM 
strategy according to different targets groups was considered to be the better 
option for SMEs.  

Finally, some SMEs must deal with labour unions, which, according to the inter-
viewees, are particularly concerned about ensuring job protection, wage in-
crease, and internal career progressions to the overall labour force. In this re-
gard, the HR manager of SME_F describes that “where we try to innovate our 
HRM, we always find a unionized counterparty which is completely detached 
from the business logic and still anchored to old ideologies” (Interview No. 6, 28 

June 2011). 

The Employability Support from SMEs 

Apart from a deliberate commitment to supporting employability, our interest 
was also to understand what chances employees of SMEs might have or might 
not have to develop their knowledge, skills, and abilities for employability. In this 
regard, the preliminary quantitative analysis suggested that, due to the way 
work is organised and managed, employees in SMEs have many learning oppor-
tunities, sometimes more than those employed in larger organisations. Thus, the 
second aim of the interviews was to examine how SMEs effectively contribute, 
explicitly or implicitly, to develop the employability of their employees. The re-
sults show that firms enhance their employees’ employability by offering train-
ing programmes focused on working experience, personal relations, and evalua-
tions systems. 
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Firstly, formal training through courses organised internally and/or externally is 
used by all the SMEs analysed in this study, though the larger companies provide 
these programmes to a greater extent. In line with the findings reported above, 
the primary purpose for SMEs is to build or strengthen skills which are directly 
applicable to their working environment. Moreover, as training is considered to 
be an expansive activity, it is specifically used in order to target key personnel 
and aimed at responding to specific organisational needs. For example, all the 
SMEs provide training to facilitate the new placement process; SME_C, SME_D, 
SME_E, and SME_F offer training even for supporting internal career transitions, 
and SME_F provides training also in response to organisational restructuring. Fi-
nally, the SMEs never adopt development plans centred around long-term pro-
fessional needs of their employees. Indeed, although all the examined SMEs had 
to lay off workers due to the economic crisis, no one provides outplacement ser-
vices to the involved employees. Respondents stress the importance of investing 
in general and behavioural skills which they consider to be required to effectively 
fill most of the occupations and roles within their organisation. More specifically, 
most of the respondents claim to offer training programmes aimed at developing 
transferable skills such as leadership, teamwork, problem solving, negotiation, 
flexibility, and stress management. The SMEs help their employees to develop 
skills that may contribute to increase their marketability in the external labour 
market through formal training programmes. 

However, employability enhancement within the examined SMEs largely takes 
place through the working experience and informal learning mechanisms. De-
centralisation, multi-tasking, and working groups are widespread within all the 
six organisations. As claimed by the managers of SME_D, “it is mainly through 
the autonomous or semi-autonomous working groups that our employees have 
the opportunity to acquire generic skills. Indeed, in working groups, employees 
choose their own leaders, have considerable autonomy, must solve operational 
problems and are directly responsible for the quality of the products and the 
achievement of agreed objectives” (Interview No. 4, 12 June 2011).  

Moreover, SMEs with less than 100 employees, such as SME_A and SME_B, or-
ganise work through job-rotation, multi-tasking, and shared responsibilities. The 
larger companies perceived the importance of introducing flexible working prac-
tices, too; for example, SME_F had recently introduced a system of total quality 
management (TQM), which was aimed at increasing the degree of responsibility 
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and strengthening the employees’ multitasking. Finally, internal mobility flows 
are not the norm in the smaller SMEs, but the opportunities for growing verti-
cally and horizontally increased with the size of the firm. In SME_D, SME_E, and 
SME_F, for example, more than 70 per cent of the new vacancies were intended 
for internal employees, and promotions required employees to face greater re-
sponsibilities and challenging tasks. 

Respondents also agreed that young employees within their organisation have 
high chances to develop their skills and knowledge, especially by interacting with 
senior colleagues. Indeed, mentoring, tutoring, and coaching are frequently used 
by the SMEs. In case SMEs provide mentoring for new hires, they also make ex-
tensive use of the apprenticeship contract when hiring very young persons with-
out any previous working experience. Such an apprenticeship contract lasts be-
tween three and four years and requires young workers to be continuously sup-
ported and trained by an experienced colleague. SME_C also used coaching ex-
ternal services for its technical and managerial employees. 

Finally, the performance evaluation is a process by which the contribution of the 
employee is measured and the information it yields are used for employee de-
velopment. However, such a practice is not widespread within examined SMEs. 
More specifically, the formal performance evaluation is considered by the re-
spondents as an activity too complex that requires many resources to be effec-
tively implemented. Despite this, the HR manager of SME_C points out that “in 
small enterprises, employees and supervisors often work very closely, the perfor-
mance evaluation and the provision of feedbacks on performances and behav-
iours is a daily process, even if mainly informal” (Interview No. 3, 10 June 2011). 

Conclusion and Implications 

Building on a qualitative study with six manufacturing SMEs in Northern-Italy, 
this chapter examines the employability orientation of SMEs and their effective 
contribution to enhancing their employees’ chances in the labour market.  

Firstly, the negative outlook towards employability seems to prevail among 
SMEs. In a period characterised by an economic crisis, SMEs have shown some 
resistances to deliberately investing in employee employability. On the contrary, 
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they preferred to make targeted investments on skills that are easily and imme-
diately applicable to the workers’ jobs and tasks and can hardly be appropriated 
by competitors. Moreover, it seems that the employment relationship within 
SMEs is still based on the long-term job security and workers do not fully per-
ceive the value of the investments realised by their employers for employability 
development. Therefore, SMEs prefer to invest in job stability, wage growth and 
career opportunities rather than in sustainable employability. 

Although employability is not a valuable strategy for SMEs to manage their per-
sonnel, they implicitly contribute to the employee’s employability. Indeed, the 
employment relationship within SMEs seemed to be direct, informal, and often 
personal. This feature favours the development of an employability within SMEs 
that is largely based on formal training, working experiences, personal relations, 
and evaluation practices. Furthermore, there also seem to exist some differ-
ences between SMEs. For example, while larger organisations (between 120 and 
249 employees) provide formal training, enhancement of transferable skills, and 
career opportunities, the smallest organisations mainly contribute to employa-
bility development by ensuring rich and varied working experiences and provid-
ing support from experienced mentors and tutors. 

Although the economic crisis from 2007 to 2012 is not fully comparable to the 
effects on the economy that will result from the COVID-19 pandemic, the results 
from the present study may provide some insights for decision-makers on how 
to face the next economic downturn.  

On the one hand, the insight from the study is that in times of economic crisis, 
opportunistic behaviours towards human capital may prevail among SMEs. In 
these challenging times they tend to prefer short-term investments and the re-
duction of labour costs. In order to avoid or at least limit the dispersion of human 
capital and promote behaviours aimed at preserving labour and ensuring human 
capital regeneration in an organisational citizenship perspective, it could be nec-
essary to provide adequate incentives and financial support. In Italy, such eco-
nomic incentives have already been planned by the national government and 
included in a presidential decree116. However, it is also important that these in-
centives support payrolls and financial liquidity and allow SMEs to plan in the 

 
116 Decree of the President of the Italian Republic No. 18 of 17 March 2020, Enhancement 
Measures of the National Health Service and Economic Support for Families, Workers and 
Businesses Related to the Epidemiological Emergency from COVID-19. 
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medium to long-run. With the help of such instruments, the government could 
lead SMEs to contemplate the retention of their employees and save jobs in view 
of an economic recovery over time.  

On the other hand, most of SMEs workers could gain knowledge, skills, and abil-
ities that render them competent, flexible, and easily relocatable. The ways in 
which work and tasks are organised in SMEs help them to be particularly resilient 
and ready to face organisational and job changes. Accordingly, it could be more 
feasible for SMEs to convert or modify their production and business models to 
meet the emerging market needs. In the recent months, examples of this kind 
have multiplied in Italy during the COVID-19 crisis. For example, the Carillo 
Home, a SME in the Province of Monza and Brianza, took just three weeks to 
convert its first production line from sheets to polypropylene surgical masks. 
Similarly, the textile company Montrasio has adapted its employees and machin-
ery to the production of one million surgical masks per day.  

In doing so, SMEs are helping the society to better manage the health emergency 
and to preserve or even create jobs. In fact, as the owner of Montrasio states: 
“We are considering hiring other staff because we cannot neglect our traditional 
production which remains our core business”117. To date, these kind of initiatives 
from SMEs seem to be adequate and concrete responses to the economic crisis 
and capable of guaranteeing the lasting life of SMEs and the continuity of their 
work. 
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Innovation and Sustainable Inclusive Employment: Evidence 
from the „Regio Insubria“ During the COVID-19 Outbreak 

Moreno Baruffini 

Introduction 

In a globalised and ever-changing world, the concept of competitiveness of a ter-
ritory changes and evolves with it. The estimate of the competitive level of a 
region, therefore, has multiple facets and lends itself to various interpretations. 
Uncertainties on a political level, the strong impact in international economic 
cycles of international powers, the presence (or the threat) of restrictive policies 
for the trade constitute structural difficulties. Moreover, the recent crisis caused 
by the COVID-19 pandemic is just an additional example that could trigger a suc-
cession of events that would lead to sector shocks or to more or less marked 
economic crises. 

The Great Recession that started in 2008 has indeed shown that financial crises 
can have long-term effects on productivity. The long-term growth trajectory can 
be reduced by a protracted period of reduction of investments, caused by a fi-
nancial collapse, directing the economic system towards a less prosperous path. 
At the same time, the advent of the fourth industrial revolution is producing, 
among other effects, an acceleration of innovative cycle. It is causing the obso-
lescence of business models at a faster pace (Larsen et al. 2016). 

These renewal processes create opportunities for new entrants and reduce the 
barriers for the transfer of technologies and innovation. Still, they imply the pres-
ence of difficulties or crises in sector growth. In order to meet these challenges, 
different mechanisms are needed to reduce the risk of new financial crises and 
the ability to manage the socio-economic effects of innovation. For these rea-
sons, economies who want to succeed in the present era must (WEF 2018): 

• be resilient, building mechanisms to prevent financial crises, and to re-
spond to external shocks; 
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• be agile, embracing change rather than opposing it. Workers, companies, 
and leaders should be able to change how they operate and take ad-
vantage of new opportunities to produce goods or provide services with 
new approaches;  

• build an innovative ecosystem, in which innovation is stimulated at all lev-
els, and all economic actors contribute to creating the best conditions to 
bring out new ideas, new products, and services;  

• and a dopt an anthropocentric approach to economic development. That 
is, to recognize centrality to human capital for economic prosperity, 
adopting policies that do not inhibit the potential of the human factor, 
necessary determinant for long-term economic growth. 

The general concept that the World Economic Forum (WEF) wants to reiterate is 
that in a world of continuous and unpredictable evolution, the intent of policy-
makers should be to ensure that the speed of changing scenarios and the intro-
duction of new technologies will ultimately translate into better living conditions 
and prosperity for the population. 

In this context, small and medium-sized enterprises (SMEs) are the central inno-
vators, because they are agile, embracing the change rather than resisting. They 
constitute an innovative ecosystem, in which innovation is encouraged at all lev-
els, and all economic actors contribute to creating the best conditions to bring 
out new ideas. Finally, they usually adopt an anthropocentric approach to eco-
nomic development, that is, to recognize the centrality of human capital for eco-
nomic prosperity and to adopt policies that do not inhibit the potential of the 
human factor. 

Therefore, the main objective of this article is to investigate how SMEs are inno-
vators of sustainable and inclusive employment and to what extent SMEs con-
tribute to changing value chains in current transformations of production sys-
tems and human resources management (HRM). 

In order to achieve this objective, a case study of different trans-border enter-
prises is developed. It aims at discovering the peculiarities emerging from the 
trans-border economic environment between Canton Ticino (Switzerland) and 
the neighbouring Italian provinces. The information gathered will allow recog-
nising how sustainable and inclusive employment has an impact on the routines 
and tasks performed by SMEs. 
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This result could subsequently become the basis for further academic research, 
analysing how they develop new forms of work. It could analyse, for example, 
the transformation of production systems induced by the digitalisation and ro-
botisation after the lockdown imposed due to the COVID-19 outbreak. 

The article is organised as follows: The next section describes some theoretical 
foundations of the subsequent case study. The third section focuses on the 
methodology used. In the fourth section, the information gathered is presented 
and described. In the last section, the main conclusions and implications are pre-
sented. Some limitations of the article and future lines of research are also de-
fined. 

Theoretical Framework 

Enterprises, particularly SMEs, play a crucial role in creating sizeable jobs around 
the globe. According to the study “World Employment and Social Outlook 2017: 
Sustainable Enterprises and Jobs” (conducted between 2003 and 2016), “the 
number of full-time employees within SMEs nearly doubled, with the share of 
total employment attributable to SMEs rising from 31 per cent to 35 per cent” 
(ILO 2017: 17). 

Innovation is an essential source of competitiveness and job creation for enter-
prises. “Innovative firms, overall, tend to be more productive, create more jobs, 
employ more educated workers and offer more training. They also hire more 
female workers” (ILO 2017: 120). Moreover, the report also finds that 

“[i]n some cases, however, innovation has led to more intensive use of temporary workers 
(particularly, in firms with product and process innovation) and a higher concentration of 
women in temporary employment. For example, firms implementing product and process 
innovation tend to employ more temporary workers than non-innovators by over 75 per 
cent” (ILO 2017: 134). 

“Providing formal training for permanent employees is associated with higher wages, 
higher productivity and lower unit labour costs, while increasing the use of temporary em-
ployment is associated with lower wages and lower productivity, without any implications 
for unit labour costs” (ILO 2017: 142). 

“Evidence indicates that, on average, enterprises that provide formal training to their full-
time permanent employees pay 14 per cent higher wages, are 19.6 per cent more produc-
tive and have 5.3 per cent lower unit labour costs, compared with those that do not offer 
training. Alternatively, on average, having a higher share of temporary employment by ten 
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percentage point is associated with lower average wages by 2.6 per cent and lower produc-
tivity by 1.9 per cent, which, thus, does not give a competitive advantage in terms of their 
unit labour costs" (ILO 2017: 51). 

Globalisation and competitiveness are critical issues when addressing HRM. 
Since many emerging markets are promoting their growth through young human 
resources (HR), often drawing on resources from other countries, SMEs must 
face up these threats to obtain and maintain a sustainable competitive ad-
vantage. As a consequence, sometimes, companies have difficulties finding and 
retaining the best human capital. 

Generally, according to the literature, the most valuable HR are those who have 
computer skills and who demonstrate high flexibility (Deery and Jago 2015). Such 
characteristics are defined by changes in economic models, which in turn, how-
ever, must undergo social changes. 

For many years, several HR experts have been worried about the approaching 
terms of the professional careers of the so-called “baby boomers”, who have 
long formed a vast reservoir of labour and consumption (Pânzaru 2005). Further-
more, the so-called “millennials” currently make up the segment of HR, which is 
growing in most countries. Millennials sharply differ from previous generations: 
They must feel they are an active part of a structure or business, and in any case, 
they give more importance to the family than to work. Consequently, leisure 
time and the possibility of playing sports, improving one’s training, or dedicating 
oneself to improving social well-being are important factors for them. 

Finally, there is also a theme linked to the “attrition” of HR (Ployhart et al. 2006), 
which, subject to many stimuli or deadlines, can go into crisis. Therefore, it is 
also necessary to foresee rotation times or change of work times. 

Methodology and Field of Research 

The case study methodology (Yin 2013) has been used in this article in order to 
understand procedures applied in the professional world and to obtain some 
practical examples. Through this methodology, this article provides information 
about the trans-border economic environment between Canton Ticino (Switzer-
land) and the neighbouring Italian provinces. The study was carried out at some 
SMEs that operate in the area of interest, selected according to their dimension 
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(micro, small and medium-sized enterprises) and their economic branche (sec-
ondary and tertiary economic sector). 

Semi-structured interviews were initially planned to be conducted with HR man-
agers (or equivalent) during the spring of 2020, but because of the lockdown 
imposed due to the COVID-19 pandemic, it was decided to send and collect ques-
tions and answers by email. Replies were collected from three respondents. 

First was the CEO of a newly established company promoting carpooling (accord-
ing to the EU, it is a micro-enterprise, employing less than ten employees; Euro-
pean Commission: 2012). The founders of this start-up identified an “untouched” 
market. They started from a concept of “attackable market”, given that through-
out the world, “carpooling” and “shared mobility” was very fashionable in all its 
forms, including apps like BlablaCar and Uber, at the time. However, there was 
still a “virgin market”, namely, that of those who go back and forth to work every 
day by their car - a driver and four empty seats - and nothing had yet been done 
to optimise this type of movement. They consequently proposed a solution in-
cluding a “click on a smartphone", an applied technology in step with the times, 
and a focus on “sharing”. The company was founded in 2015. 

The second interviewee was the HR manager of the Swiss branch of a pharma-
ceutical industry network (according to the EU definition, it is a medium-sized 
enterprise, employing less than 250 employees). The enterprise was founded in 
Ticino in the first half of the 1960s. The first production centre, located near Lu-
gano, was sized in considering an activity limited to Switzerland. Still, within a 
few years, its pharmaceutical specialities aroused a lot of interest and gained the 
trust of Swiss doctors, which contributed to extending the activities to other Eu-
ropean countries. The Swiss enterprise holds a significant strategic as well as 
commercial and scientific-clinical role within the company group: It acts as the 
centre for the production of the main specialities intended for the group's oper-
ating companies as well as for third-party customers in Europe, the USA, and 
Asia; exports make up 90 per cent of the total production. 

Last was an HR consultant of a company that conducts research, selection, and 
evaluation of commercial, administrative, accounting, technical, middle, and top 
management profiles (according to the EU definition, it is a small-sized enter-
prise, employing less than 50 employees). The company also performs ad hoc 
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training courses, structured on specific company needs, and professional and in-
dividual coaching courses. It also implements services for companies aimed at 
increasing their business through business development strategies. 

The diversity in the economic sector of the companies and in the roles of those 
who answered (both in terms of position in the organisational structure and the 
formal one) led to different pieces of evidence, characterised by different looks 
and different sensitivities. 

The questions submitted to respondents came from previous research and from 
the European Network on Labour Market Monitoring (EN RLMM)118 and have 
been analysed together with the informants in the case studies: 

• To what extent does your SME contribute to changing value chains in cur-
rent transformations of productive systems and workforce management? 

• To what extent are SMEs (or start-ups) involved in the spread of new em-
ployment and new forms of work linked, for example, to the transfor-
mation of production systems induced by the digitalisation and robotisa-
tion (such as smart working and teleworking among others) as well as by 
regional, national, and global competition? Will these processes create 
better jobs in SMEs or create disparities? 

• How are SMEs embedded within local actors’ networks in order to pro-
ceed with training and labour market supply policies? 

• What type of innovative HR practices and work organisations, if any, do 
SME develop when they participate in sustainable development strate-
gies? 

Case Studies Findings 

The objective of this paper is to investigate how SMEs are innovators of sustain-
able, inclusive employment and to what extent SMEs contribute to changing 
value chains in current transformations of productive systems and HRM. Infor-
mation obtained by the respondents, often summarized, are described below: 

The Contribution of SMEs to Changing Value Chains 

Continuous modernisation is one of the most valuable aspects for the innovation 
in SMEs and therefore, research and development is one of the central issues 

 
118 http://regionallabourmarketmonitoring.net. 
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signalled by companies. This can consist of applying new solutions to well-know 
problems (for example, traffic jams) or to invest in human capital training in or-
der to maintain a creative environment in the firm (as done in the pharmaceuti-
cal sector). This can help workers to respond to challenges of the greater flexi-
bility that the market imposes. 

The carpooling enterprise CEO described the central idea of its firm as follows: 

“We studied the ‘carpooling’ phenomenon, and we came to hypothesise an additional in-
centive for commuters, which was economical for them, but also useful for the environ-
ment and society: by sharing the car, traffic is reduced, as well as accidents and pollution. 
Instead of having four cars for four people, you have one car for four people. We then went 
to find a method that constituted a flywheel. We developed a specific solution for com-
muters that would guarantee them not only the saving of fuel by sharing - in Switzerland, 
on average, employees who do this practice, per person, save from 1,200 to the 2,000 Swiss 
francs a year - but also an additional profit, which was an incentive” (Interview A, 11 March 
2020: 1). 

“The incentives we imagined and implemented are connected to the two types of custom-
ers that we have identified: companies with particular sensitivity and more attentive to 
corporate social responsibility (CSR), who, in turn, can incentivise employees who, sharing 
the car through company welfare, implicitly help the environment; and the Municipalities, 
which can incentivise citizens who perform good practices in other ways. Therefore, we 
have developed a solution aimed at these two types of customers” (Interview A, 11 March 
2020: 1). 

“The innovative current platform which, with a proprietary algorithm, manages the match-
ing between supply and demand of commuter transport with completely cashless payment 
systems, will soon be integrated with new features that will emphasize driving style and 
active and passive safety of the vehicle used” (Interview A, 11 March 2020: 1). 

The Pharmaceutical HR manager highlighted the pursuit of continuous innova-
tion: 

"As a pharmaceutical company, we are constantly looking for innovative and technological 
solutions to automate our processes, freeing up resources for the execution of increasingly 
specialised and highly qualitative tasks. Our driver is the pursuit of continuous improve-
ment and, in this regard, in project management, we use design techniques to share the 
skills and knowledge of all of us. From an human resources point of view, we play a business 
partner role to the extent that we encourage the training and development of human cap-
ital present in the company to be able to respond to the challenges of the greater flexibility 
that the market imposes” (Interview B , 1 April 2020: 1). 

Finally, the HR consultant of the recruitment company highlighted the im-
portance of flexibility in terms of tasks: 
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“Our company operates supporting companies that come from different sectors in many 
ways, providing support not only in terms of recruitment and training but also by advising 
and helping companies to reorient themselves on the market. Nowadays, who advises and 
recruits manpower gives an important contribution to the world of work, to help compa-
nies identify their needs and provide non-standardised answers” (Interview C, 6 April 2020: 
1). 

All three respondents highlighted the importance of continuous innovation; 
those from smaller firms put more emphasis on process innovation, while the 
HR manager highlighted the importance of the links between business partners. 

The Spread of New Employment and New Forms of Work 

Internships, mainly devoted to students of the local university, are strong incen-
tives for innovation and human capital empowering. Regarding this topic, the 
carpooling enterprise CEO argued: 

“Over the years, my firm has activated internships with students enrolled at the University 
of Lugano in Switzerland, focusing on highly qualified profiles, and who have carried out an 
internship related to their study programme. In particular: 

a) Internship A1, a student enrolled at the Faculty of Economic Sciences, collaborates in 
taking care of relationships with local partners in the Canton of Ticino (Municipalities, Com-
panies), prepares project reports, collaborates with the firm to achieve the shared objec-
tives, collaborates in the management of information stands, collaborates in customer sup-
port, collaborates in the creation of information material, performs administrative tasks; 

b) Stage A2, a student enrolled at the Faculty of Economic Sciences, collaborates in taking 
care of relations with local partners in the Canton of Ticino (Municipalities, Companies), 
prepares project reports, collaborates with the company in the realisation of shared objec-
tives, collaborates in the management of information stands, collaborates in customer sup-
port, collaborates in the creation of information material, performs administrative tasks;  

c) Stage B, a student enrolled at the Faculty of Informatics, designs solar power systems for 
displays and e-paper for electric poles for parking reservation with plate, deals with making 
small hardware changes to the devices, small administrative functions (relations with the 
hardware and software vendors) and customer support.” (Interview A, 11 March 2020: 2). 

“My firm also took advantage of the personal research service of the Unemployment Ser-
vice (reporting of a vacancy to the IT system - COLSTA data bank -), and hired a collaborator 
who took care of managing relationships with local partners in the Canton of Ticino (the 
Municipalities, companies, event organisers), collaborating with the company to achieve 
shared objectives; collaborating in the acquisition and management of events in the Swiss 
and European Territory; collaborating in the management of information stands; managing 
contacts with the company partners and suppliers of internal and external services; actively 
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managing the marketing and communication sector for the development of effective com-
munication tools; managing social media; collaborating in customer support; collaborating 
in the creation of information material; performing administrative duties. The same was 
then called to be taken over by the public office of the city of Lugano” (Interview A, 11 
March 2020: 2). 

One of the most useful points for HR is talent preservation and smart working. 
However, few companies manage to offer these peculiarities. Nevertheless, dur-
ing the COVID-19 crisis, the teleworking has been used spreadly. In this regard, 
the pharmaceutical HR manager explained: 

“The Pharma Valley in which we operate becomes a starting point for solid synergies with 
companies related to us for an avant-garde Ticino and the sharing of good practices. As the 
HR Department, we work closely with line managers to ensure a selection process that al-
lows us to select the best resource and the candidate to start his/her company experience 
in the best way” (Interview B, 1 April 2020: 1). 

“The exceptional situation we are experiencing has naturally led our company to activate 
solutions for teleworking. Thanks to our IT Department, we were able to put people in a 
position to be able to work remotely” (Interview B, 1 April 2020: 1). 

The HR consultant of the recruitment company emphasised the opportunity 
given by smart working:  

“We are slightly involved in the processes of digitisation or reorientation of the workforce 
towards smart working concepts. However, we are adapting ourselves to this new system 
of work, also by taking advantage of an emergency period that will create many opportu-
nities for companies that will be able to seize them. I believe that smart working can in-
crease the productivity of employees and collaborators, thus increasing the productivity of 
the company” (Interview C, 6 April 2020: 1). 

Respondents recognised internships as strong incentives for human capital em-
powering and they highlighted the capital importance of teleworking as an op-
portunity to tackle the difficulties due to the outbreak.  

Training and Labour Market Supply Policies 

Many companies are developing training modules to find employees, or to op-
erate in support of other enterprises. On the one hand, this can allow the firm 
to gain visibility, and concurring in design labour supply policies can boost the 
general labour market on the other hand. Moreover, CSR pushes firms to search 
for talents in the local area. 

In this respect, the carpooling enterprise CEO said: 
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“We provide local actors - companies and public bodies - with a tool to observe employees 
mobility needs, plan and monitor corporate carpooling incentive campaigns and evaluate 
their results. The service market strategy follows the B2B2C business model: My firm in-
volves the company to launch carpooling among its commuting workers, who become us-
ers and travellers. In Italy, the mobility manager is a figure provided by law; each company 
of a certain size should have a person responsible for developing the company’s mobility 
policies; the important thing is to provide it with the appropriate tools and training, and 
our mission is precisely this: to explain to mobility managers the tools they have available, 
some traditional, others more innovative. They range from encouraging season tickets to 
public transport, to activating company shuttles, or to carpooling as we see it” (Interview, 
11 March 2020: 2). 

“In Ticino, my firm has collaborated with SUPSI and USI on research projects, having been 
recognised as one of the most innovative companies in the sector; for example, it offered 
support to the European SocialCar project and the three experimentation phases foreseen 
by the project” (Interview, 11 March 2020: 2). 

“The SocialCar project119 financed under the Horizon 2020 framework programme of the 
European Community, had the ambition to demonstrate that there are concrete possibili-
ties to exploit the synergies between private transport and the public one thanks to the 
carpooling systems. To this end, SocialCar has developed an app for smartphones and has 
tested its effectiveness through a three-phase trial, carried out in parallel in twelve Euro-
pean countries” (Interview, 11 March 2020: 2). 

“My firm also wants to give priority to young people who have studied here, and the pre-
condition is the growth of society, so the company asks for collaboration from institutions 
and society” (Interview, 11 March 2020: 2). 

Regarding the importance of attracting talent, the pharmaceutical HR manager 
said: 

“In our case, the partnerships with the trade associations that are promoters for us and the 
related companies of our instances are solid. At the same time, with a view to our Corpo-
rate Social Responsibility policy, we return to the territory as much we can by training a 
nursery of young professionals, working closely with the professional training division and 
the other actors connected to it. As for the supply of labour, we are working on the digital-
isation of our processes, maybe we will soon be able to benefit more and more even in this 
phase of artificial intelligence and algorithms to make everything as scientific as possible” 
(Interview B, 1 April 2020:1). 

The HR consultant of the recruitment company highlighted the importance of 
links between firms:  

 
119 http://www.socialcar-project.eu. 
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“We are a young reality, but already well integrated. The link with our partners helps us to 
generate a growing number of relationships; we support staff recruitment and training, 
but, as I said before, with excellent advice and not only as executors, as well as giving real 
added value” (Interview C, 6 April 2020: 1). 

All in all, access to public funds and a broad network between different firms 
were recognised as crucial factors. 

Innovative HR Practices and Work Organisations 

Innovative HR practices can affect the development of the business and let a firm 
become more and more valuable in the local and global environment. However, 
it is not easy to develop these competences. Regarding these options, the car-
pooling enterprise CEO stated:  

“My company is still a small Startup that has not fully become a mature company, and we 
have not yet adopted innovative HR practices. We learn a lot from the continuous relation-
ship with those who are our corporate customers” (Interview A, 11 March 2020: 3).  

Also, the consultant of the recruitment company stated that they are not actors 
in this type of business choice (Interview C, 6 April 2020: 1). On the contrary, the 
pharmaceutical HR manager stated:  

“Our company has a solid propensity for the sustainability of corporate processes and pol-
icies. As an HR function, we reiterate the centrality of the person, be it a collaborator or a 
patient; in fact, we believe that people make a difference in a company. We take care to 
make the life of our collaborators and end consumers better; in this regard, we have con-
ceived a series of specific products and services” (Interview B, 1 April 2020: 1). 

From this, it can be concluded that only medium-sized enterprises are currently 
developing innovative HR practices. 

Discussion and Conclusions 

Uncertainties on a political level or a crisis such as the COVID-19 pandemic are 
critical issues that can affect the economic environment. Moreover, social 
changes such as the ageing of the population or the change in general tastes can 
also affect the social environment.  

SMEs are the central innovators in this environment because they are agile and 
they constitute an innovative ecosystem in which innovation is encouraged at all 
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levels; also, they usually adopt an anthropocentric approach to economic devel-
opment. 

The main objective of this article was to investigate how SMEs are innovators of 
sustainable and inclusive employment and to what extent SMEs contribute to 
changing value chains in current transformations of productive systems and 
HRM. Hence, the research aims to understand to what extent SMEs are involved 
in the spread of new employment and new forms of work linked, for example, 
to the transformation of production systems induced by the digitalisation and 
robotisation. Two objectives have been accomplished, aiming at responding to 
the research question. Firstly, we analysed some SMEs in the area of research as 
case studies. Secondly, we described what type of innovative HR practices and 
work organisations SMEs develop when they participate in sustainable develop-
ment strategies. 

• From this work, the following general conclusions can be derived:  
• Continuous modernisation is one of the most valuable aspects for innova-

tion of SMEs and therefore, research and development is one of the cen-
tral issues signalled by companies. This can help workers to respond to the 
challenges of the greater flexibility that the market imposes. 

• Internships, mainly devoted to students of the local university, are strong 
incentives for innovation and human capital empowering. 

• Many companies are developing training modules to find employees or to 
operate in support of other enterprises. CSR pushes firms to search for 
talents in the local area and is a growing trend in the area. 

• Finally, innovative HR practices can affect the developing of the business 
and let a firm become more and more effective in the local and global en-
vironment. 

A further prosecution of this research considering different external factors such 
as region, country, or industrial sector as well as different internal factors such 
as organisational composition, culture, or leadership style, seems promising. It 
could shed light on how these factors influence the innovation of SMEs and their 
thrust to sustainable employment. 
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Recruiting and Retention in SMEs in Hesse – Qualitative In-
sights 

Jenny Kipper 

Introduction and Theoretical Framework 

Small and medium-sized enterprises (SMEs) are important factors for growth 
and stability of the German economy and, furthermore, they are quite often in-
cubators to generate innovative ways of employment strategies, new ways of 
human resource management, and sustainable inclusive employment. There-
fore, it is important to monitor this type of organisations120 not only from an 
economic point of view but also from a pedagogical perspective. 

As specified by the European Commisssion the most common definition for SMEs 
also in Germany is along their number of employees and turnover or their total 
balance sheet: 

Table 1: Definition of SMEs 

 

Source: European Commission (2012). 

Over 99 per cent of companies in Hesse are SMEs.121 They play a key role for the 
regional and local labour markets and economic structures. At the same time, 
they seem to suffer a lot in crises such as the current COVID-19 pandemic since 

 
120 The terms “company”, “enterprise”, and “organisation” will be used as synonyms. 
121 cf. https://wirtschaft.hessen.de/wirtschaft/das-rueckgrat-der-wirtschaft. 
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they need to be very flexible concerning employee handling and products/ser-
vices. They are often depending on one person (the owner) and their limited fi-
nancial resources. Therefore, SMEs are only as flexible as their managers are and 
as their budget allow.  

The monitoring of the Hessian SMEs seems to be typical for the monitoring struc-
ture on SMEs throughout Europe: there exists only basic data that is not system-
atically analysed, collected at one place, or completed with additional data for a 
accurately fitting analysis and thereof developed measures (cf. HMWEVW 2018: 
5). The Hessian Ministry of Economics, Energy, Transport and Housing tries to 
bundle the relevant data every two years and provide a first insight into the SME 
situation in Hesse.122 As mentioned above, over 99 per cent of the companies in 
Hesse are SMEs. In 2018, over 64 per cent of the employees in Hesse are engaged 
with SMEs and most of them are not located in urban areas. 81,7 per cent of the 
apprentices in SMEs are acquiring knowledge and competences they need for 
their future jobs.123 In 2015, 90,1 per cent of the SMEs have been micro enter-
prises (with one to nine employees).  

Not only the German and Hessian figures are impressive. The SMEs are playing 
worldwide a key role when looking at employment structures. The International 
Labour Organization (ILO) stated in 2017 that in the 13 years before the number 
of people employed by SMEs has increased significantly and is now nearly twice 
as much as in 2003 (cf. ILO 2017: 11ff.). 

These few figures above demonstrate that many employees and the economy 
are depending on the economic stability of SMEs and, therefore, it is quite rele-
vant to gain more insights into these enterprises to understand their uniqueness, 
their organisational structure, how they manage employment, secure innovative 
ways of employment as sustainable inclusive employment, find forms for reten-
tion management, and in how far they are supported by regional and local struc-
tures, especially in times of crises. Also, the analysis of the entrepreneur itself is 
very interesting in this context.  

Therefore, a qualitative perspective on SMEs could complement the quantitative 
statistics to show details for a deeper understanding of the ways SMEs act, the 

 
122 cf. https://wirtschaft.hessen.de/wirtschaft/das-rueckgrat-der-wirtschaft. 

123 cf. https://www.ifm-bonn.org/statistiken/mittelstand-im-ueberblick/#accor-
dion=0&tab=0. 
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situations they are confronted with, and the solutions they generate for most of 
their challenges as these seem to differ from big enterprises they compete with 
in the war for talent concerning recruiting and retention (cf. Ernst & Young 
2011). Thus, this is the main objective of this paper. As Sames/Schäfer show in 
their analysis, there are different types of characteristics of SMEs depending on 
the focus of the research. They developed a typology to explain how the organi-
sations are dealing with industry 4.0 and show, that not every organisation is 
quickly adapting to new situations (cf. Sames and Schäfer 2017) even if exactly 
this seems to be the reputation of SMEs. This, again, refers to the fact, that we 
need to gain more insights into the individual culture, their structures, and hier-
archies. 

To answer the questions above the article applies the results of six interviews in 
urban and rural areas in the state of Hesse. In combination with the quantitative 
data mentioned above this could serve as a starting point for further academic 
discussion, related research, and to develop factors for a systemic approach to 
monitor the landscape of Hessian SMEs. The paper is structured simply into four 
main chapters. The following one describes the research process. The third chap-
ter presents and illustrates insights and results in relation to the areas of interest 
described hereinafter. The last section closes this analysis with a conclusion and 
some implications for further monitoring and research on SMEs also from a ped-
agogical point of view124. 

Research Process 

The predominant data and research on SMEs are based on quantitative data. 
This type of data is not suitable to gain insights into the behaviour of the SMEs 
as a specific type of organisations. Therefore, a qualitative approach has been 
chosen.  

For the field of research, SMEs as organisations in urban and rural areas are fo-
cused to evaluate differences in: 

• employment strategy and practise, 
• support structure, local/regional cooperations/networks, and 

 
124 This means focusing on learning processes in personal but also in organisational develop-
ment, in this case especially related to the biography of the entrepreneurs. 
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• forms of employment in times of crises as for example the current COVID-
19 pandemic. 

Five interviews with owners of SMEs and one interview with a Human Ressource 
Manager of an SME have been planned and executed. The following branches 
have been chosen: 

• IT and services/consulting125– a branch which profits from the pandemic, 
• Leisure and tourism – a branch that is strongly affected by the pandemic, 

and 
• Retail – a branch that is partially affected. 

The data gathering has been executed with semi-structured interviews (cf. 
Meuser and Nagel 1994)126. The field of research have been six organisations127 
that are presented in the table below to give a first impression on the field of 
research and to make the following analysis more comprehensible. 

All six interviews have been transcribed128 and anonymised for the analysis as far 
as necessary and so that data examples could be used to explain and complete 
the description of the results129. 

 
125 In this case it is consulting on data security. It is known that not all consulting companies 
profit from the current crisis. 
126 All interview partners have been contacted directly through a written approach and to en-
sure a most differentiated perspective on the organisations there has only been management 
asked for an interview. The topic of the interview needed to be explained in a few sentences 
upfront to the interview to gain the acceptance for the interview process. The questions of 
the interview have not been shared beforehand to ensure that there are still answers sponta-
neously. The semi-structured interviews allow to reconstruct knowledge, experiences, and ac-
tion strategies of the organisations leaders and in the meantime give insights into the daily 
business with examples for the topics mentioned above. The interview guide has been used 
as a flexible thematic guide through the interview topics. Most important was, that the narra-
tion part of the interview partners was as high as possible. The following topics have been 
covered: characteristics of the human resource work (recruiting, retention management, qual-
ification, role-models, and innovation), inclusive employment of relevant target groups, re-
gional and local support, networks and cooperations, and challenges of the situation during 
the COVID-19 pandemic. 
127 The definition of SME is based on the EU Classification (European Commission 2012).  
128 A simple way of transcription has been chosen to guarantee a good reading experience. All 
interviews have been done in German and have been translated into English afterwards. The 
transcription has been done according to Kuckartz and Rädiker (2019). 
129 Due to reasons of data security and anonymisation, all information that could lead to the 
organisations or interviewed persons are deleted or anonymised.  
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The analysis of the interviews has been done on the basis of the qualitative con-
tent analysis (cf. Mayring 2004) to focus on the above-mentioned topics. 

Table 1: Overview on analysed organisations 

Organisation A 

Number of employees130: 35  
Interviewpartner: Human Resource Man-
ager, male 
Branch: IT/software industry 
Region: rural area 
Duration of interview: 46.24 minutes 
Interview technology: phone interview  
Comment: interview time was late in the 
evening beyond regular working hours dur-
ing the lockdown. 

Organisation D 

Number of employees: 5 
Interviewpartner: company owner, male 
Branch: tourism/leisure industry (campsite) 
Region: rural area  
Duration of interview: 54 minutes 
Interview technology: personal interview  
Comment: interview took place in the evening; 
place of the interview was the garden of the 
company owner a few weeks after lockdown 
 

Organisation B 

Number of employees: 19 
Interviewpartner: company owner, male 
Branch: leisure industry (dance company) 
Region: urban area 
Duration of interview: 31.30 minutes 
Interview technology: personal interview 
Comment: interview took place in the or-
ganisation during lockdown; conversation 
after the official interview went on for an-
other 30 minutes. 

Organisation E 

Number of employees: 18 
Interviewpartner: company owner, male 
Branch: services/consulting industry (consult-
ing on data-security) 
Region: urban area 
Duration of interview: 54.55 minutes 
Interview technology: personal interview  
Comment: interview took place in the office 
rooms of the organisation during late lock-
down time. 

Organisation C 

Number of employees: 5 
Interviewpartner: company owner, female 
Branch: retail industry (small retail shop and 
café in a village) 
Region: rural area 
Duration of interview: 23.12 minutes 
Interview technology: personal interview  
Comment: interview took place around 
lunchtime, when the organisation was 
closed; place of the interview was the living 
room of the company owner; interview was 
a few weeks after lockdown. 

Organisation F 

Number of employees: 79 
Interviewpartner: company owner, male 
Branch: tourism industry (hotel and restaurant 
business) 
Region: urban area 
Duration of interview: 33.57 minutes 
Interview technology: personal interview 
Comment: interview took place in the rooms of 
the organisation after reopening during late 
lockdown time. 

Source: the author. 

 
130 Number of employees, not full-time equivalent (FTE). 
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Qualitative Insights and Results 

The following chapter provides insights into the six interviews. The results are 
structured along the main categories and are shown in a descriptive way. This 
allows to gain a picture inside the organisations. 

Characteristics of Employment Strategy and Practise 

Most common for all six companies is the fact, that the human resource man-
agement is not at all standardised. It is always oriented towards the specific em-
ployees and the business needs, no matter how big the SME is. The managing 
director of the organisation F gets to the point in just a few words: “It is enor-
mously extensive what we do there for the people […] it is individual every time.” 
(Interview F, minute 00:16:17ff.). This is one of the main differences compared 
to big enterprises. Even when these organisations have a human resource man-
ager to serve the relations between employees and the management of the com-
pany, it is not said, that this brings in more standardisation, for example in the 
way of recruiting as the following chapters show. 

Recruiting 

When looking at differences concerning SMEs and big enterprises, it is obvious, 
that SMEs are less attractive to employees. Therefore, the SMEs need to use very 
flexible and different ways to fill vacancies and be competitive in the war for 
talent (cf. Peters, Goesmann and Hellert 2013, Ernst & Young 2011, Jasper and 
Horn 2009). 

In most ways, recruiting is a task of the managing director and all six interviewed 
persons had their own ways to fill vacancies. The most common approach to find 
new employees is, to use the own network. The following examples have been 
highlighted in the interviews and show the variety of recruitment activities: 

• “post and pray”, as recruiters would say131 (what normally does not work 
but is still tried in a first step), 

• cooperations with universities, 
• offer an intern, change it into a trainee and then finally into a fulltime po-

sition, 
• instruct a recruitment agency in a foreign country, 

 
131 That means to post a job advertisement, for example, on a carreer platform. 
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• ask the own network if they know a fitting person or somebody who is 
looking for a job, or even 

• recruit a known person from a client company that is looking for new chal-
lenges. 

Employees, who are most looked for, are heterogeneous. There are two major 
groups coming from Germany or foreign countries that have been mentioned in 
the interviews: young professionals, just graduated, and/or dropouts from uni-
versities.132 

All respondents stated, that recruiting the right employees is challenging and 
time consuming. To make their companies more interesting and the people will-
ing to sign a contract, they offer a lot of support for example for a relocation 
(Interview B) or the manager from the company F, who offers own apartments, 
so that the candidates do not have to search on their own in urban areas, even 
if it is not easy for himself: 

“So we take care of everything, beginning by the apartment, that we, yes, we do just use 
our contracts, let me put it that way, because the housing market ist just not the easiest 
especially to get it affordable, and now real estate scout, you can forget that. This is only 
possible through connections. So, we use this here in our costumers, it goes into the news-
letter and so on and so forth. We’ll tell you where to apply for a bit of support and so on.” 
(Interview B, minute 00:28:08) 

They also spoke about examples, where they had been searching for a job for 
the partners, if the candidate was not willing to relocate alone or was not able 
to commute between home and work. 

Finally, it could be summarised that the whole recruitment process is challenging 
and time consuming for the entrepreneurs as they are searching in a wider field, 
they are looking for less attractive target groups and need to spend more time 
and effort to find the right candidates. They need not only to offer a job, but 
additionally other incentives to gain attractivity.  

Role Models for Human Resource Management 

As the before mentioned procedures show, the entrepreneurs need inspiration 
and creativity in order to come up with measures. It is very surprising, that nearly 

 
132 It must be stated, that the sample had just six interviews and in these special cases no one 
mentioned other potential candidates such as employed people with vocational training or 
just finished trainees. 



302 
 

all of the interviewed persons said, that they have no role model or an organisa-
tion that is inspiring them, as the managing director from company E said:  

“It may sound a bit extremely arrogant, it is not meant to be, but to be honest, I don’t look 
at others. I actually do my thing very, very mindlessly.“ (Interview E, minute 00:50:06ff.) 

The other interviews show the same phenomenon related to the action strategy. 
The entrepreneurs focus on their business idea, observe the market, and try to 
look at the situation from a holistic perespective to secure the economic survival 
of their company. Therefore, they need no role model. Just one of the inter-
viewed persons remembered that he gets his ideas still out of his past time at 
university and the companies he served in the past. This is even more worth 
mentioning when it comes to the point of employee retention. 

Retention Management  

Retention management is one of the key points in SMEs. Their efforts to find the 
right person is much higher than in big enterprises, related to wages and organ-
isational structures or even the branding, so that they need to compensate this 
with a longterm relationship between employee and company. Furthermore, the 
fact that the single employee counts more regarding to organisational 
knowledge and client relationship, forces the company managers to find creative 
ways of supporting their employees in all relevant issues as the manager of com-
pany F stated:  

“And then you just have to show continued creativity to realise that it’s not about walking 
around the area, saying I finance the driver’s license for the people or walking around, say-
ing I get apartments for all the people. This is the wrong way, but you have to listen to the 
person and you have to understand what the person, where the shoe pinches for the per-
son.” (Interview F, minute 00:23:50ff.) 

This leads to several ideas that could be found in all interviews, such as: 

• culture-related ideas 
- create and live a family culture,  
- create a culture of courage and appreciation  
- trusting new employees with full responsibility from their first day 

onwards at the company 
• structure-related ideas 

- flexible work (concerning time, processes and content) oriented on 
the needs of the employee, 
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- short ways concerning decision-making (not persisting on hierar-
chies),  

• employee-related ideas 
- take care of every employee as a single person, 
- taking over the financial part of special further training (language, 

driver license), 
- giving everybody a chance, space, and enough time for the own per-

sonal (individualised) development, 
- support with public authorities related topics, 
- taking over mediation and conflict management for private topics, 
- car pool, company car, or 
- giving and searching jobs also for the partners of the employees 

These examples show the variations the company owners can choose to support 
their employees. It could be seen, that retention management is proceeded 
along two big categories: culture, organisational structure, and offering incen-
tives, such as further education, social support, and benefits. 

One part mentioned above is also to further training and education. That will be 
described separately below as it seems an existential point for SMEs. 

Further Training and Education 

An employee, that can do his/her job, is a match-winning point for SMEs that 
compete, in most areas, with big enterprises or many other SMES. None of the 
interviewed managers would tolerate an employee, that cannot handle his/her 
job due to missing competences. 

The statements concerning this topic have been very different but mostly the 
same in one point: they are doing the training of their employees in informal 
ways. The company manager of the organisation E explains, why it is not an op-
tion for him to send his employees to an external provider:  

“[Since] the X133 training as a data protection officer has a different weighting, as I want to 
put it like that carefully. You get a certain material communicated, you become very afraid 
of liability, the speakers there are all highly respected experts in their field. No question 
about it, but in that case it was like that, the employee is now no longer with us, he came 
back and was suddenly afraid to send any comments to the clients. Yes, because now he 
has heard from X134 how problematic everything is. And we have an approach here: nothing 

 
133 Anonymised provider. 
134 Anonymised provider. 
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is problematic at first, but rather there is a problem and we will solve it.” (Interview E, 
minute 00:20:10) 

The managing director of the organisation C has the same opinion:  

“So, how I deal with a customer, for example, yes, or how I, how I conduct a critical discus-
sion then. So a customer is dissatisfied with the performance, yes, then I do a short soft 
skills training, so to speak, because I am also very well trained there, luckily, in this area as 
a trainer, moderator, and consultant, yes, that does belong to my work, and it may be that 
I just do a soft skills training then. But this very strongly on the job, so it is not off the job, 
that we somehow crouch together somehow and or that we get someone externally, but 
this is then directly on the job.” (Interview C, minute 00:42:47) 

That is what they call „hand raising” (Interview E, minute 00:18:54f.). But they 
are doing this just for one purpose: the quality of their services. And, therefore, 
the employee must bring passion and the initiative to learn new things: 

“They must keep up, quite simple. If I don‘t know how a crème brûlée is made, […] then I 
have to let it be shown to me, and if I can’t do it myself the next time, then you are of no 
use, then you won’t have any fun either. So, either you are really willing to learn and then 
you have to accept it. And a spark is always a part of it […]. It’s not about doing it just 
somehow, but to do it well. You can clean up a seminar room or you can clean up a seminar 
room.” (Interview F, minute 00:31:50ff.) 

The manager of the organisation A quotes that it takes an employee around one 
year to be able to perform in his organisation the way they they should as it 
needs so many times to understand the services, the products, and the struc-
tures also when they are an SME. But he is also one of the two, that mandates 
an external provider. The managing director from organisation B also takes the 
option to send his employees to external courses, when he cannot offer the con-
tent by himself, especially the soft skill topics. 

The four other interviewed persons are doing all qualifications by themselves or 
do not need them as their hired candidates are qualified enough. They also ex-
pect their employees to bring in self-initiative and dedication to learn by them-
selves. 

What could be stated for further education and training is, that the manager of-
fers several ways for the development of their employees, most of them inhouse 
but always oriented on the specific needs and situation and only if the employee 
shows intrinsic motivation. 
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Inclusive Employment 

„How can you be so stupid to hire a woman?“ (Interview E, minute 00:34:19ff.) 
This question has been asked to one of the interview partners and it shows, that 
also in SMEs it is not self-evident to hire and support special target groups such 
as for example women or international employees. 

Therefore, it is much more remarkable that in all six organisations it has not been 
stated that these candidates are often the better ones as the following example 
shows: 

“A [female] friend of the driver, she was riding along, they are from East Romania, and he 
said, well, can’t the girl work anything for you? Then I hired her for the scullery. And she 
couldn’t speak the least bit German but worked her way up to the cold dishes’ manager. 
It’s enormous what she manages in the kitchen, without any training and all. She speaks 
German impeccably. And at some point, she came from the scullery, it was tight that after-
noon, and ice-cream cups had to be rolled and that was indeed a funny task. Anyone, who 
has ever been to a sundae post in any shop knows that it will be a lot of gossiping and 
handling, and this is the fastest sundae maker I have ever seen. And then she worked her 
way into the kitchen and is now basically the core competence of the cold dishes.” (Inter-
view F, minute 00:17:09ff.) 

The company owner explains that he has supported an employee, he has not 
even searched for, and she took the chance for her personal development and is 
now a solid part of the team and furthermore in a key position for the kitchen 
services. 

What becomes visible in all interviews is, that the entrepreneurs are searching 
for good employees, no matter from which country, which gender, what age, or 
for example physical constitution. The owner of organisation D even works with 
only elder persons. 

Flexible Ways of Working 

To ensure also sustainable and inclusive employment they need to offer flexible 
ways of working such as working more in high season and reducing work in the 
rest of the year, working from everywhere and whenever its guaranteed that the 
job is done in time, changing shifts regularly and also at short notice. If they did 
not agree on the above-mentioned options, it would be impossible for them to 
retain their employees for a longer time. 
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Support Structure, Local/Regional Cooperations/Networks 

Even if there is a lot of discussions about policy frameworks to support SMEs, 
none of the interviewed persons described the use of local or regional support 
or cooperation. 

Some of the companies are important for the regional economy but do not get 
any support from the region as the person from organisation B explains:  

“I have not received any political support, although I have tried to use networks. That was 
really difficult, even if the city’s economic promoter always says, talk to us, but then noth-
ing happens.” (Interview B, minute 00:30:41ff.) 

One from organisation E elaborates: 

“It’s more the private networks. Sure, if now, let’s say, you have a difficult personnel situa-
tion, you would have to find someone quickly, the agency for employment also has a web-
site, I can place ads anywhere, but this is also a service, it’s not a structure, which I, that is 
there, yes, but it many cases it does not help me.” (Interview E, minute 00:39:06ff.) 

That is what all company owners said. They need private networks to secure hir-
ing and retention, but they are not integrated in regional or local structures that 
help facing challenging situations on a long and short-term basis. Some of them 
have tried to establish a relationship within local policy support structures and 
relevant persons as the managing director of company B explained. However, 
this way has not been successful for them concerning daily challenges as recruit-
ing, retention management, or support in times of crises. 

Knowing this, the fact, that in times of crises networks and supporting structures 
are essential, it is quite interesting to look at the next category. 

Employment in Times of the COVID-19 Pandemic 

It could not be said for all analysed SMEs, that they really do have a challenging 
time due to the COVID-19 pandemic. There can be found different ways of han-
dling the challenge and it is important, what the owner of company B says: “It all 
depends on me somehow, it depends on how my mood is.” (Interview B, minute 
00:29:09ff.). 

The results are not surprising. There can be found companies such as organisa-
tion A that has to go into short-time work even though they are in the IT-sector 
and were ready to make their work processes more flexible. And there can also 
be found companies such as organisation F, that had to shut down completely 
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due to the pandemic. There has been no chance to flexibilize work although the 
employees wanted to work, as the owner describes: 

“I can’t pay you, but you can take a box of water from the basement or whatever, then they 
said that the boss had already paid enough. In good times we stick together, in bad times, 
too.” (Interview F, minute 00:27:05ff.) 

This phenomenon could also be seen in organisation C, that also had to close 
completely for clients, but some work still must be done due to maintenance 
reasons. The employees had still been working and the management agreed to 
pay the gap between short-time allowance and the normal wage. There has only 
been the smallest organisation, that had to dismiss one employee due to the 
pandemic. The restrictions after could not been handled in another way and the 
company was to small to cover the financial losings. 

What really seems interesting is, what could be seen in organisations E and F and 
it is the same as described in the beginning: it depends on the management and 
their mindset/attitude:  

“I went into a little bell of my own and looked, what is really going on? What is happening 
here right now? And I said, I’m not going to do anything at first, on the contrary indeed. I 
didn’t say I just don’t do anything at all, but I said, now I’m really getting weaving with the 
people we have.” (Interview E, minute 00:44:58ff.) 

The owner knows, that the employees need guidelines and a role model in such 
times. Therefore, they focus on company culture and spirit to support their em-
ployees. Both had the same mindset, even if one company has short-time work 
and all consequences of the complete lockdown and the other one had no 
changes or financial losses. This could be an interesting way to handle times of 
crises and needs to be in the focus of further research. 

Conclusion and Implications 

The insights above show, that there is still room for professionalisation, when 
we think of supporting the biggest group of companies in the Hessian labour 
market. Some of the branches, that the companies come from, are suffering 
greatly during the COVID-19 pandemic and did not find any support. Even before, 
they had no systematic support, while building up their company or running their 
business.  
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The results show in many cases that human resource management is highly in-
dividualised along the employees’ needs and the business processes. 

What has been surprising is, that there seems to be no relevant difference be-
tween rural and urban areas or a causality when talking about company size (in 
this group of micro and small enterprises) and industry, when we are focusing 
on the following points: 

• employment strategy and practise, 
• support structure, local/regional cooperations/networks, and 
• ways of employment in times of crises.135 

Retention management is a key topic in SMEs and the analysis before show, that 
the entrepreneurs are aware of competing with the big enterprises in the war 
for talent (cf. Broich 2015). 

All the ways, the organisations find to handle the crisis, to deal with recruiting 
issues, to develop employment strategies, or to build up a relevant network, all 
depends on the company owner and/or manager. The way, that this personality 
influences the company culture, find ways of developing new ideas, and is role 
model for all employees, counts more than any structure, network, or recruiting 
plan. 

The following points can be taken as a conclusion from the short analysis above.  

From a pedagogical point of view, there need to be much more research that 
focuses on the biographical points of entrepreneurs (cf. Sievert 2016). To learn 
about their biographies enables to develop fitting support concepts, to under-
stand which further education and/or training could support them during differ-
ent development steps of their organisations, and to consult new entrepreneurs. 

For a systematic monitoring it can be stated, that it is not enough to simply col-
lect data on company size (employees and revenue) from different perspectives. 
To understand SMEs in a deeper way and to support them in times of a crisis, 
there should also, for example, factors be considered such as:  

• high- or low season times, 
• age of persons that can be recruited as potential candidates, 
• origin of persons that can be recruited as potential candidates, 

 
135 As we know, that labour markets differ from urban to rural areas. There should follow fur-
ther qualitative research. 
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• ways of recruiting, 
• (personal) networks used on a regular basis,  
• special target groups that can be included as employees,  
• ways for retention management depending on company size, branch, and 

area, 
• possible ways of flexibilisation in work structure and processes. 

The developing of qualitative insights to complement the current quantitative 
monitoring would be helpful to understand and support SMEs and the entrepre-
neurs. As the analysis above can only give some small insights into “the live of 
SMEs” there is still – from both perspectives: monitoring and pedagogics – the 
need for further research to build up basic knowledge and a systematic monitor-
ing approach. Also, the ideas for the monitoring of further factors, as suggested 
above as a first collection, should be discussed further. 

At the end, I want to thank all persons who took time for an interview during the 
lockdown in spring 2020. It has been a hard time to reorganise their businesses 
during this crisis and therefore it is so much more worth mentioning, that above 
all they blocked their time to help with reporting about and explaining their ex-
perience and knowledge for supporting labour market research. 
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4. OUTLOOK – SMES ACROSS EUROPE 

SMEs – Labour and the Challenge of Competitive Sustainability 

Marco Ricceri 

Premise 

The challenge of sustainable development in its many economic, environmental, 
and social aspects, which involves deeply the system of small and medium-sized 
enterprises (SMEs) cannot fail to take into account the radical change of scenario 
caused by the sudden and unexpected sanitary and economic crisis that has in-
vested the world in the first months of 2020. As an introduction to the better 
understanding of this passage and to get an idea of the sudden and unexpected 
character with which this crisis occurred as well as of its profound implications, 
it is useful to recall, by way of example, some authoritative positions expressed 
in the period between the end of 2019 and the beginning of 2020. 

COVID-19: A "Major Strategic Surprise" and Its Impact 

At the end of 2019, precisely on 17 December 2019, the European Commission 
officially presented the document on the “Annual Sustainable Growth Strategy 
2020” (COM 2019, 650 final), with these opening sentences: 

“The European economy is now in its seventh consecutive year of growth. The economy is 
expected to continue expanding in 2020 and 2021, even though growth prospects have 
weakened. Labour markets remain strong and unemployment continues to fall, though at 
a slower pace. Public finances continue to improve, our banking system is more robust and 
the foundations of our Economic and Monetary Union are stronger.” (COM 2019, 650 final) 

Just over a month later, on 29 January 2020, in the Commission's presentation 
of the “Commission Work Programme for 2020” (COM 2020, 37 final), no refer-
ence is made in this basic-document on the SARS-CoV-2, already widespread in 
Europe; the presentation confirms an optimistic vision of the future: “There is 
plenty of room for optimism and pride. After years of crisis management, Europe 
can now look forward again. This work programme frames the way ahead and 
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allows us to find solutions to issues that have divided us in the past”. These doc-
uments prove, in practise, the absence of any suspicion of the crisis that was 
exploding in Europe and the world just in the same period. The main concerns 
expressed for 2020 are, in fact, concentrated on the uncertainties caused by the 
geopolitical situation and by international trade tensions, due to their negative 
impact on investment decisions. 

In the same month January 2020, the Economist Intelligence Unit (EIU), the Econ-
omist Group’s research and analysis division, published a forecast report on the 
“Five Main Risks to the World Economy in 2020” (EIU 2020). The list of risks in-
cludes: the possible negative consequences of US-Iranian tensions on the world 
oil price, the effects of a possible breakdown in commercial relations between 
the United States (US) and the European Union (EU), the possibility of recession 
in emerging markets due to the burdens of accumulated debts, and the aban-
donment of Asia by major financial bodies due to protracted popular protests in 
Hong Kong. But among the main risks, the EIU also includes the emergence of 
the coronavirus epidemic and its “lasting impact on the global economy”, with a 
20 per cent probability (EIU 2020).“The global economic impact of the corona-
virus outbreak - this is the EIU forecast- is set to be more profound than that of 
severe acute respiratory syndrome (SARS), a similar virus that spread from China 
in 2003, owing to the much larger role that China plays in the global economy 
today” (EIU 2020: 5). 

However, much depends on the length of the period in which China, like the rest 
of the world, will know how to stop the spread of the virus and normalise eco-
nomic activities. In any case, in the course of 2020, numerous international ex-
porters are destined to experience significant financial difficulties, due to the 
negative repercussions of this situation on trade flows and economic systems 
destined to record a heavy drop in gross domestic product (GDP) growth rates. 

On 1 May 2020, the United Nations Department of Economic and Social Affairs 
(UNDESA) published the Monthly Briefing on the World Economic Situation an 
Prospetcs, entitled “Severe Downturns in Labour-Intensive Sectors Spell Trouble 
for Global Inequality” (UNDESA 2020), in which a clear assessment of the new 
situation is presented: “The global economic downturn caused by the COVID-19 
pandemic - the UN document states - is shaping up to be the worst since the 
tragically consequential Great Depression”. To this historical appeal, the UN adds 
a comparison with the financial and economic crisis of 2008 and highlights the 
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following element: “Although similar in terms of their impact, especially on em-
ployment and income, key differences make the current crisis particularly dan-
gerous” (UNDESA News 4 May 2020). In fact, in 2008 the crisis was primarily fi-
nancial and banking, with the fall of the stock markets and the freezing of credit, 
which led to heavy negative consequences for the real economy and employ-
ment levels. Instead, the United Nations (UN) report explains, 

“[...] this time, soaring unemployment came first as many businesses were forced to shut-
ter because of nationwide lockdowns in most developed economies. Rising unemployment 
and shrinking revenues are choking the demand for products and services, which will inev-
itably lead to sharp increases in bankruptcies and even more lay-offs. Millions of low-skilled 
workers employed in retail trade, restaurants, sports and recreation became the first cas-
ualties, as the pandemic containment measures largely shut down economic activities in 
these sectors. The pandemic is disproportionately hurting those who are least able to with-
stand an economic shock: low-skilled, low-wage workers both in formal and informal sec-
tors…The negative distributional consequences of the pandemic are likely to be more pro-
nounced than the global financial crisis in terms of scope and magnitude, as low-income 
households will be hit simultaneously both on the economic and health fronts.” (UNDESA 
News 4 May 2020) 

To this general assessment, the UN document adds particularly alarming fore-
casts for two specific sectors: travel and tourism and manufacturing production, 
sectors in which the largest number of small and medium-sized enterprises 
(SMEs) operate. In the first mentioned sector, that of travel and tourism, the 
International Air Transport Association (IATA) estimates a 38 per cent drop in 
passenger traffic in 2020, compared to 2019 levels, which translates into USD 
252 billion revenue loss from passenger. Moreover, the document adds, if global 
tourism were to collapse, - a sector that employs more than 300 million people 
- the consequences would be catastrophic in many realities, where the loss of 
income combined with limited opportunities to find jobs in other sectors of the 
economy would lead to high and widespread levels of poverty. 

Heavy negative consequences due to the COVID-19 pandemic are also expected 
in the manufacturing sector, which employs over 460 million people worldwide. 
“As the pandemic continues to spread – the document states – manufacturing 
activities have stalled or are slowing down around the world” (UNDESA 2020: 3). 

The fall of manufacturing activities could spill over across national borders 
through the global trade networks: “such a spillover effect would be potentially 
disastrous for global manufacturing, as nearly half of the world’s exported goods 



314 
 

and services […] involve inputs from more than one country” (UNDESA News 4 
May 2020). And more: “A prolonged economic crisis - reducing global demand 
for manufacturing, especially for durable goods - could destroy millions of man-
ufacturing jobs worldwide, particularly in manufacturing-dependent economies” 
(UNDESA 2020: 3). 

The fall in global demand which was already under pressure due to growing trade 
tensions, will inevitably have serious consequences on the income levels of busi-
nesses and individuals. 

This long introductory call to three emblematic positions is useful, in our opinion, 
to understand better how in a short period of just over four months, the sudden 
appearance of the COVID-19 pandemic around the world, together with the 
tragic loss of many lives, has radically changed the scenario of world economic 
development to which the vast and articulated system of SMEs also refers. We 
are faced with what numerous analysts, undoubtedly weak in forecasts but with 
a fervent creative imagination, hastened to define with an effective term as a 
“major strategic surprise”. A surprise that in a very short time registers a passage 
from the commitment for new development plans marked by a substantial opti-
mism, such as that mentioned in the EU document of December 2019, to the 
recognition by the UN in early May 2020 of the “disastrous” character of the 
situation arisen in the world, the “worst situation after the tragic Great Depres-
sion of the thirties in the last century”. 

Obviously the possibilities of reaction and correction of this unexpected situation 
are linked to a multiplicity of factors such as, for example, the promotion of new 
forms of solidarity, cooperation, competitive rules between the main regional 
areas of the world, the concrete implementation of the commitments on bal-
anced growth so many times proclaimed by the main international coordina-
tions, and the reaction capacity of the main development actors: states, busi-
nesses, workers, civil society organisations, local communities, and families. 

The New UN Commitments for the Sustainability of Development 

One thing is sure: the crisis of these months has highlighted even more than has 
happened so far the limits of the current development model and the value of 
the UN commitment to pursue a different path than in the past by promoting a 
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new world order based on the sustainability of growth, in its multiple economic, 
environmental, and social aspects. The fundamental reference is to the general 
goals and specific targets approved with the UN Agenda 2030 in September 
2015, objectives certainly not legally binding, but of great recognised and shared 
political value, with respect to which in recent years a general mobilisation of 
international institutions and agencies, states and main public and private oper-
ators have been activated. 

The breakdown of the current development processes caused by the COVID-19 
pandemic shows that the efforts made so far by the international community in 
this decidedly innovative direction have clearly been insufficient, as was also 
openly recognised in the “Global Sustainable Development Report (GSDR) 2019" 
presented by the United Nations (UN 2019) and discussed in the High Level Po-
litical Forum organised on 11 September 2019 precisely with the aim to assess 
the progress made by the initiatives promoted by the states in the fulfilment of 
the commitments foreseen by the 2030 Agenda on sustainable development. 
This open and internationally shared complaint and the pandemic crisis impose 
a decisive change in the policies for sustainable development and objectively 
give greater strength to the commitments and guidelines contained in the stra-
tegic documents approved by international institutions and states on the matter. 
This set of commitments and guidelines are well delineated, for example, in the 
documents approved by the European Union and expressly also concern the 
complex system of SMEs. 

In this regard, it should be recalled that the United Nations 2030 Agenda for Sus-
tainable Development “Transforming Our World” (UN 2015), within the frame-
work of the 17 general goals and the 169 specific targets, has also included an 
objective that refers specifically to SMEs. The reference is to strategic goal no.8: 
“Promote sustained, inclusive and sustainable economic growth, full and pro-
ductive employment and decent work for all”; and, inside it, to the specific target 
no.8.3 which states precisely: “Promote development oriented policies that sup-
port productive activities, decent job creation, entrepreneurship, creativity and 
innovation, and encourage the formalization and growth of micro, small and me-
dium sized enterprises, including through access to financial  services”. 

The achievement of this specific target, for which the UN also provides states 
with precise guidelines, takes on more precise meanings in light of the additional 
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policies that are illustrated in the subsequent “GSRD 2019” Report of 11 Septem-
ber 2019 (UN 2019), already mentioned above. For example, where the funda-
mental role of private sector companies in sustainable development is recog-
nised, the states are urged to promote incentive policies to encourage private 
investment in common public goods, to support private companies in directing 
their production of goods and services towards quality rather than quantity of 
development. These are all decidedly innovative and important recommenda-
tions to guide in particular the activity of the world of SMEs, which we find also 
at the basis of the promotional strategies of other international institutions, such 
as the European Union, and many states (UN 2019). 

The New EU Strategy for "Competitive Sustainability" and the Role of 
SMEs 

On 11 December 2019, the EU Commission communicates to the Council and to 
the major Community institutions the political project of “The European Green 
Deal” presented as “an integral part of the Commission’s strategy to implement 
the United Nations’ 2030 Agenda and the sustainable development goals” and 
subsequently, on 17 December 2019, the “Annual Sustainable Growth Strategy 
2020”. The two documents, among other things, present indications of further 
steps, projects, and measures approved in the following months. 

The main ones include: the “European Green Deal Investment Plan – EGDIP”, 
(COM 2010, 21 final), reinforced by the definition of the operational tools, the 
Just Transition Mechanism and the Just Transition Fund (COM 2020, 22 final); 
the proposal for a "European Climate Law” (COM 2020, 80 final); “A New Indus-
trial Strategy for Europe” (COM 2020, 102); “A SME Strategy for a Sustainable 
and Digital Europe” (COM 2020, 103 final); the “Circular Economy Action Plan” 
(COM 2020, 98 final); “A Roadmap for Recovery. Towards a More Resilient, Sus-
tainable, Fair Europe" (European Council 2020a). Note that most measures are 
presented, as an organic whole, in March 2020, that is precisely in the period of 
maximum explosion of the sanitary and economic crisis caused by COVID-19 pan-
demic. 

The relevant fact is that this set of documents constitutes, in practice, the Euro-
pean translation of the UN commitments for sustainability; and that a particular 
area of intervention concerns the world of SMEs. The principles and guidelines 
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defined in these documents present a decidedly innovative approach compared 
to the past, expressing a clear awareness both of the leading role that the Euro-
pean Union can and intends to play worldwide, and of the profound changes to 
be made in sector policies. We are, in essence, facing to a new reference frame-
work that applies to public policies as well as to private operators; and the con-
crete steps taken so far by the European authorities to give a new impetus to the 
path of truly sustainable development indicate the unprecedented opportunities 
that they intend to offer in particular to the business world, especially small and 
medium-sized ones. 

The European Green Deal sets a specific strategic goal: that of climate neutrality 
by 2050, enshrined in law; and also establishes that all EU policies must be ori-
ented and contribute to its achievement. As an intermediate objective, the Com-
mission aims to reduce greenhouse gas emissions by at least 50 to 55 per cent 
by 2030 compared to 1990 levels. The promotion of the circular economy in the 
European system is functional to these objectives. In this regard, the commit-
ment to involve the production world is very clear. Thus, states the Commission 
document: 

“Achieving a climate neutral and circular economy requires the full mobilisation of industry. 
It takes 25 years – a generation – to transform an industrial sector and all the value chains. 
To be ready in 2050, decisions and actions need to be taken in the next five years […]. The 
transition is an opportunity to expand sustainable and job-intensive economic activity. 
There is significant potential in global markets for low-emission technologies, sustainable 
products and services. Likewise, the circular economy offers great potential for new activ-
ities and jobs […]. The European Green Deal – the document continues – will support and 
accelerate the EU’s industry transition to a sustainable model of inclusive growth […].The 
circular economy action plan will include a ‘sustainable products’ policy to support the cir-
cular design of all products based on a common methodology and principles. It will priori-
tise reducing and reusing materials before recycling them. It will foster new business mod-
els and set minimum requirements to prevent environmentally harmful products from be-
ing placed on the EU market. Extended producer responsibility will also be strengthened.” 
(COM 2020, 640) 

In line with the UN commitments, the European Union therefore sets out to pro-
mote a new development model, a decision that entails profound structural 
transformations in the productive world. The fact that the plan is established by 
law, on the one hand, undoubtedly adds strength to the related provisions, and, 
on the other hand, requires entrepreneurs to equip themselves and to follow 
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carefully the evolution of this complex of provisions to acquire the ability to un-
derstand all implications and to grasp positively the opportunities for expansion 
and growth. 

In this regard, it is interesting to note that the European Union declines the UN 
strategic goals and the three dimensions - economic, environmental, and social 
- in which such goals are articulated by adding the adjective “competitive” to the 
more general term of sustainability, as to mark particular attention to the world 
of business and work. Consequently, the EU identifies four strategic axes on 
which to operate - environment, productivity, stability, and fairness - and focuses 
on the dissemination of digital and clean technologies to promote the transition 
of the European production system to a sustainable economic model and 
achieve a global leadership in this area. 

In the strategy for competitive sustainability for 2020, the European Commission 
selects two particular areas of intervention: a) productivity growth, to give an 
impulse to recover the delays accumulated at an international level compared 
to the main regional areas; b) finance for development, to promote greater sup-
port for innovation and investment in the economy, guaranteeing companies 
easier access to the financing they need to grow, innovate, and expand. In par-
ticular, the document specifies, SMEs must be able to “take full advantage of the 
integration in cross-border value chains and the seamless merger between in-
dustry and services that characterizes the digital era” (COM 2020, 650). 

In the subsequent communication of  10 March 2020 on “A New Industrial Strat-
egy for Europe” (COM 2020, 102 final), the Commission confirms its commitment 
to operate in all its policies on “twin ecological and digital transitions” with in-
vestments in new technologies and widespread innovations of products and pro-
duction processes intended to create new markets and business models. Func-
tional to this new strategy are the building up of a solid digital single market, 
based on valid and adequate systems of technical regulation of standards and 
certifications, as well as the definition and application of a specific approach in 
European and national policies reserved for SMEs, an “SME-to-SME approach”, 
for the contribution that this type of business can make to large companies. “The 
growing number of young, techsavvy SMEs can help more established industrial 
firms to adapt their business models and develop new forms of work for the dig-
ital age. This has already created new opportunities and start-ups should be sup-
ported to help build the platform economy” (COM 2020, 102). 
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The development of the circular economy “will ensure a cleaner and more com-
petitive industry by reducing environmental impact, alleviating competition for 
scarce resources and production costs”. According to the Commission, the com-
mitment to support companies in this conversion effort has value “as much as 
the environmental and moral imperative”; furthermore, his predictions are that 
“applying  circular economy principles in all sectors and industries has the po-
tential to create 700,000 new jobs across the EU by 2030, many of which in 
SMEs" (COM 2020, 102). 

Together with this new industrial strategy policy and the provisions to reduce 
obstacles to the construction of the single market (COM  2020, 93 final and COM 
2020, 94 final), on the same day, 10 March 2020, the European Commission pre-
sented the strategy document, which was specifically dedicated to the system of 
SMEs: “A SME Strategy for a Sustainable and Digital Europe” (COM 2020, 103 
final). A strategy defined as “fundamental” for the implementation, inter alia, of 
the European Green Deal, the Action Plan for the Circular Economy, the Euro-
pean Data Strategy, the European pillar of social rights, and which is linked to 
the previous support plans and programs, in particular: the Small Business Act of 
2008, the Start-up and scale-up initiative of 2016, the Competitiveness Program 
for Small and Medium-Sized Enterprises (COSME) and the SME Support Actions 
funded under the Horizon 2020 programme and European structural investment 
funds.  

Due to their value, the European Commission document first refers, in the intro-
duction, to the commonly known situations and data: 

“Europe’s 25 million small and medium enterprises (SMEs) are the backbone of the EU 
economy”, so the opening of the document. These businesses “employ around 100 million 
people, account for more than half of Europe’s GDP and play a key role in adding value in 
every sector of the economy. SMEs bring innovative solutions to challenges like climate 
change, resource efficiency and social cohesion and help spread this innovation throughout 
Europe’s regions. They are therefore central to the EU’s twin transitions to a sustainable 
and digital economy. They are essential to Europe’s competitiveness and prosperity, eco-
nomic and technological sovereignty, and resilience to external shocks. As such, they are a 
core part of the achievement of the EU’s industrial strategy.” (COM 2020, 103) 

“SMEs are deeply woven into Europe’s economic and social fabric. They provide two out of 
three jobs, bring training opportunities across regions and sectors, including for low-skilled 
workers, and support society’s welfare, including in remote and rural areas. Every European 
citizen knows someone who is an entrepreneur or works for one. The daily challenges of 
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European SMEs to comply with rules and access information, markets and finance are thus 
challenges for the whole of Europe.” (COM 2020, 103)  

“SMEs are very diverse in terms of business models, size, age, and entrepreneurs’ profiles, 
and draw on a diverse talent pool of women and men. They range from liberal professions 
and microenterprises in the services sector to middle-range industrial companies, from tra-
ditional crafts to high-tech start-ups. This strategy recognises their different needs, helping 
companies not just to grow and scale up, but also to be competitive, resilient, and sustain-
able. It therefore sets out an ambitious, comprehensive and cross-cutting approach, based 
on horizontal measures helping all kinds of SMEs as well as actions targeting specific 
needs.” (COM 2020, 103) 

The SMEs strategy defined by the European Commission envisages actions based 
on the following three pillars, partly already announced in the January 2020 Eu-
ropean Green Deal: a) capacity building and support for the transition to sustain-
ability and digitalisation; b) reducing regulatory burdens and improving market 
access; c) improving access to finance. 

“The objective - the document specifies - is to unleash the power of Europe's SMEs of all 
kinds to lead the twin transitions. It aims to considerably increase the number of SMEs 
engaging in sustainable business practices as well as the number of SMEs employing digital 
technologies. Ultimately, the goal is that Europe becomes the most attractive place to start 
a small business, make it grow and scale up in the single market.” (COM 2020, 103) 

Such a goal, according to the Commission, can only be achieved through a strong 
operational partnership between the EU, the member states and their regional 
and local authorities. In fact, in Europe, many SMEs are well equipped, since they 
are flexible, highly technological, innovative, and committed to the values that 
guide sustainability and the circular economy. Almost a quarter of SMEs in Eu-
rope already make the transition possible and offer ecological products or ser-
vices on the market; many SMEs (including social economy enterprises) are al-
ready doing a lot for the communities in which they are based. 

But many other enterprises, on the other hand, find it difficult to switch to more 
sustainable business models. According to the Commission's communication on 
new SME strategy, one third of SMEs confirm having to deal with too complex 
administrative and legal procedures when trying to make their businesses more 
efficient in terms of the resources employed (COM 2020, 103: 2). 

Even on the adequate use of data made possible by the digital economy, the 
Commission's reports reveal significant difficulties for businesses. Only 17 per 
cent of SMEs have successfully integrated digital technologies into their busi-
nesses, compared to 54 per cent of large companies. Traditional SMEs are often 
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uncertain in their choice of digital business strategy, have problems tapping large 
repositories of data available to larger companies and shy away from advanced 
artificial intelligence (AI)-based tools and applications. At the same time, they 
are very vulnerable to cyber threats. Finally, there is the fact that often in both 
the digital and sustainability transition processes, start-ups and established 
SMEs are challenged by a lack of skilled employees or experienced managers; for 
a quarter of European SMEs this deficiency is the most important problem (COM 
2020, 103: 4f.). 

Over 70 per cent of firms report that difficulties accessing talent is an obstacle 
to new investment across the EU. The shortage of staff with adequate skills is 
particularly acute for digitalisation and new technologies, as 35 per cent of the 
workforce currently have poor or absent digital skills. It should be added that 
SMEs often do not have the same resources as large companies to invest in train-
ing their employees. 

In order to intervene effectively in this situation and strengthen the operational 
capacity of businesses, the Commission provides numerous targeted service 
structures, funds and plans, such as: i) the advice provided by the “Europe En-
terprise Network (EEN)”, the “European Resource Efficiency Knowledge Center” 
(EREK), and the “European Institute of Innovation and Technology” (EIT) whose 
action will be geared in particular by providing to local authorities useful tools 
such as “regional schemes for innovation”; ii) the funds approved with the “Eu-
ropean Green Deal investment Plan”; iii) the organisation of a network com-
posed by 240 “Digital Innovation Hubs” (DIH) spread in every region of Europe 
and supported by investments in the digital Europe programme and structural 
funds; iv) the set up of common European data spaces for reliable and secure 
data sharing, with guaranteed access to all companies, in particular SMEs, and 
the organisation of a market dedicated to cloud services to promote the spread 
of cloud computing by SMEs while ensuring fair contractual conditions; v) the 
protection of intellectual property for SMEs by launching a specific action plan 
on intellectual property (only 9 per cent of SMEs are currently able to protect 
their intellectual property); vi) digital training courses for SME employees fi-
nanced under the “Digital Europe Program” and with the collaboration of uni-
versities and local training bodies, to promote the acquisition of skills in areas 
such as artificial intelligence, cyber security, or the blockchain. The Commission 



322 
 

also announces the revision of the “European Skills Agenda” and the launch of a 
pact for professional skills to meet the needs of SMEs. 

“European SMEs experience legislation as complex and burdensome, especially due to the 
different procedures in Member States. […] Complying with regulations, standards, labels 
and administrative formalities affects SMEs more than bigger companies due to their lim-
ited financial and human resources. […] Despite progress since the adoption of the Small 
Business Act, the cumulative impact of regulation remains a major problem for SMEs.” 
(COM 103, 2020) 

It is on the basis of these considerations relating to the obstacles that the com-
plexity of the regulatory systems poses for the SMEs development that the Eu-
ropean Commission envisages a great effort of simplification to be promoted in 
collaboration with the member states according to the three principles already 
agreed at Community level for some time : “Think Small First” (assume the SMEs 
interests in public policies), “once only” (supply at once of the documentation 
required by public administrations), “digital by default” (digital pre-definition of 
the documents required and to be sent to public administrations) (COM 2020, 
103: 7). 

For its part the Commission is committed strengthening the specific “Regulatory 
Fitness and Performance Programme (REFIT)”, and the new “Fit for Future Plat-
form”, which systematically monitors existing EU legislation in order to reduce 
burdens and simplify it, based on the new principle. "one-in, one-out" (OI-OO) 
aimed at reducing in a single act the incoming and outgoing transmission of the 
documents requested to companies. Among the various initiatives announced 
by the Commission in this area, the following are worth mentioning: a) a new 
political initiative, “EU Start-up Nations Standard" for the identification of best 
practices to be disseminated among member states in order to simplify rules and 
procedures for SMEs, in particular start-ups, with reference to the transfer of 
people, goods, and services abroad. The aim is to facilitate their exports, cross-
border cooperation, collaboration between companies and between them and 
research centers and universities; b) a new, particular area of intervention se-
lected by the Commission concerns collaboration with the member states to sim-
plify public procurement procedures in order to promoting greater participation 
by SMEs. 

The European strategy also addresses another SMEs key problem related to dif-
ficulties in accessing public and private financing with a set of provisions aimed 
at organising “a conducive regulatory environment, sufficient and aligned EU and 



323 
 

 

national funding, as well as access to networks of companies and investors” 
(COM 2020,103: 13). 

The measures announced include: a) support for the spread of the use of crypto 
assets and the adoption of digital tokens by SMEs, investors and intermediaries, 
in alignment with the EU's upcoming “Digital Finance Strategy” and through a 
more adequate use of the “European Blockchain Services Infrastructure (EBSI)”, 
and b) the further enhancement of financial and guarantee interventions in fa-
vour of SMEs through the instrument of a specific “SME IPO Fund” within the 
“InvestEU programme”. 

A final aspect concerns the governance system of all the measures intended to 
promote the SMEs development in Europe; governance that the Commission in-
tends to build on a strong EU-Member States partnership; and, the Commission 
explains:  

“[…] as many SMEs are deeply rooted in regional and local ecosystems where they provide 
jobs, training, tax revenues and social welfare, this commitment must extend to regional 
authorities. The strategy’s implementation will be underpinned by a strong partnership of 
all actors who share responsibility for delivery - EU, national, regional and local authorities, 
SMEs and investors. It will involve regular political stocktaking of progress, measurement 
and monitoring.” (COM 2020, 103) 

The complex of the main measures presented by the European Commission in 
March 2020, linked to the launch of the European Green Deal and aimed at pro-
moting the digital and sustainable twin transition of the Community production 
system, is complemented by a “Circular Economy Action Plan. For a cleaner and 
more competitive Europe” (COM 2020, 980 final) aimed at making a major con-
tribution to achieve climate neutrality by 2050 and to decoupling economic 
growth from the use of resources, while ensuring at the same time the long-term 
EU competitiveness. 

Starting from the consideration that “half of total greenhouse gas emissions and 
more than 90 per cent of biodiversity loss and water stress come from resource 
extraction and processing”, the European plan aims to involve the traditional 
economic operators in an accelerated transition process towards a regenerative 
growth model that gives back to the planet more than it takes, advance towards 
keeping its resource consumption within planetary boundaries. This model, 
therefore, must contribute “to reduce its consumption footprint and double its 
circular material use rate in the coming decade” (COM 2020, 98). 
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According to the Commission, the set up of this new development model offers 
important opportunities and advantages to the business world, including small 
and medium-sized ones. In any case, the Commission considers that “this pro-
gressive yet irreversible transition to a sustainable economic system is an indis-
pensable part of the new EU industrial strategy (COM 2020, 98). 

The action plan presents the main areas of intervention as follows:  

“Building on the single market and the potential of digital technologies, the circular econ-
omy can strengthen the EU’s industrial base and foster business creation and entrepre-
neurship among SMEs. Innovative models based on a closer relationship with customers, 
mass customisation, the sharing and collaborative economy, and powered by digital tech-
nologies, such as the internet of things, big data, blockchain and artificial intelligence, will 
not only accelerate circularity but also the dematerialisation of our economy and make 
Europe less dependent on primary materials.” (COM 2020, 98) 

The plan also presents a first set of indications relating to “sustainable products” 
on which the European Commission intends to concentrate its support actions, 
incentives, and funding, in order to provide companies with precise guidelines 
on the new opportunities it intends to offer. The first list of products indicated 
includes: electronics and ICT, batteries and vehicles, packaging, plastics, textiles, 
construction and building, food, water, and nutrients. 

With respect to these first indications, the Commission announced that in 2021, 
in collaboration with the Member States, they will proceed to the definition of a 
wider “sustainable product policy framework” as a fundamental reference of all 
the promotional provisions connected to the start and dissemination of the new 
circular economy model (a legislative proposal is envisaged for 2021). This 
framework will not be limited only to the indication of the products but will be 
integrated into an organic way also with the indication of services and sustaina-
ble business models that “will constitute the norm” as well as of the ways to 
transforming consumption patterns so as avoiding first of all the waste produc-
tion. “This product policy framework will be progressively rolled out, while key 
product value chains will be addressed as a matter of priority. Further measures 
will be put in place to reduce waste and ensure that the EU has a well-functioning 
internal market for high quality secondary raw materials” (COM 2020, 98). 

The definition of the strategic product framework is integrated by the Commis-
sion with an additional plan for action to support the necessary investments at 
territorial level, in regions and cities, so as to ensure that all regions benefit from 
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the transition. Cohesion policy funds will be directed towards this end, which will 
help territorial entities to implement circular economy strategies by strengthen-
ing the industrial fabric and value chains. Particularly important will be the initi-
atives aiming to assist cities which are linked to the proposal of the European 
urban initiative, to the “Intelligent Cities Challenge” and “Circular cities and re-
gions” programmes. The circular economy will be among the priority sectors of 
the Green City Accord. 

The Commission document also prefigures the expected benefits, citing the 
Cambridge Econometrics, Trinomics, and ICF study (2018), on the impact of cir-
cular economy policies on the labour market: in fact it is calculated that Euro-
pean GDP could increase 0.5 per cent by 2030, accompanied by the creation of 
700,000 new jobs. In the year 2018, the number of jobs linked to the circular 
economy in the EU is estimated at around 4 million units. In addition, the Com-
mission states that “there is a clear business case for individual companies too: 
since manufacturing firms in the EU spend on average about 40 per cent on ma-
terials, closed loop models can increase their profitability, while sheltering them 
from resource price fluctuations” (COM 2020, 98). 

“For citizens – the Commission points out - the circular economy will provide high-quality, 
functional and safe products, which are efficient and affordable, last longer and are de-
signed for reuse, repair, and high-quality recycling. A whole new range of sustainable ser-
vices, product-as-service models and digital solutions will bring about a better quality of 
life, innovative jobs and upgraded knowledge and skills.” (COM 2020, 98) 

The fact is that up to 80 per cent of products environmental impacts are deter-
mined in the design phase, but the "take-make-use-dispose" linear pattern does 
not provide producers with sufficient incentives to make their products more 
circular. Hence the new strategic intervention, based on a mix of mandatory and 
voluntary actions, which gives a new impetus to the EU initiative in pursuing the 
goal of sustainability. 

For its part, the European Commission is fully aware that  

“the transition to the circular economy will be systemic, deep and transformative, in the 
EU and beyond. It will be disruptive at times, so it must be fair.  It will require an alignment 
and cooperation of all stakeholders at all levels - EU, national, regional and local, and inter-
national. Therefore, the Commission invites EU institutions and bodies to endorse this Ac-
tion Plan and actively contribute to its implementation, and encourages Member States to 
adopt or update their national circular economy strategies, plans and measures in the light 
of its ambition.” (COM 2020, 98) 
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For businesses, in particular for small and medium-sized innovative ones, it will 
be very important to understand the implications and equip themselves to seize 
the opportunities of this transition from a linear economy to a circular economy 
now decidedly launched at European level. 

The need for a profound adaptation to the new strategy is also envisaged for the 
world of work. For example, the Commission is well aware of this, as demon-
strated by what it says in relation to the strategic plan:  

“Circularity can be expected to have a positive net effect on job creation provided that 
workers acquire the skills required by the green transition. The potential of the social econ-
omy, which is a pioneer in job creation linked to the circular economy, will be further lev-
eraged by the mutual benefits of supporting the green transition and strengthening social 
inclusion, notably under the Action Plan to implement the European Pillar of Social Rights.” 
(COM 2020, 98: 15) 

To this end, the Commission announces an update of the Skills Agenda, the 
launch of a Pact for Skills, to be implemented with large-scale-multi-stakeholder 
partnerships as well as with the Action Plan for the Social Economy, the promo-
tion of further investments in education and training systems, in lifelong learning 
and social innovation, within the framework of the European Social Fund Plus. 

The descriptive framework of the main EU plans for sustainable development in 
the industrial sector and related services, also with particular reference to the 
activities of small and medium-sized companies, is completed with the reference 
to the commitments contained in the “Road Map for Recovery” approved on 23 
April 2020 by the European Council, in the midst of the sanitary and economic 
crisis. Also, in this document, the green transition, and digital transformations, 
both functional to the launch of a competitive sustainability model, are at the 
center of political decisions together with the construction of a fully functioning 
European single market. It is a further confirmation of the innovative direction 
in which the European Union and the member states have decided to act soon:  

“[...] the Green transition and the Digital transformation - clearly states the Council's final 
statement - will play a central and priority role in relaunching and modernising our econ-
omy. Investing in clean and digital technologies and capacities, together with a circular 
economy, will help create jobs and growth and allow Europe to make the most of the first-
mover advantage in the global race to recovery.” (European Commission 2020)  

As for the single market, it must be considered that the “value and supply chains 
that have been disrupted must be re-established” and to this aim “it is vital to 
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restore and to further deepen the Single Market as a key component of our pros-
perity and resilience” (European Commission 2020). 

Comments 

The organic strategy of ecological and digital twin transition developed by the 
Commission undoubtedly presents a fundamental contribution from Europe to 
sustainable development. In a first step it is appropriate to reflect on the fact 
that this strategy was elaborated and presented precisely in the period of the 
great world shock of the sanitary and economic crisis caused by the spread of 
the so-called Coronavirus (SARS-CoV-2), a crisis that even evokes the Great De-
pression of the last century, as recalled in the aforementioned United Nations 
monthly report of 1 May 2020 (UNDESA 2020). 

It is therefore a strategy triggered in a situation of great uncertainty, widespread 
and profound difficulties in identifying the general conditions for a possible, valid 
recovery of development; in any case in a situation that will be marked by pro-
found changes in the ways of people’s life and their communities, in the organi-
sation of economic systems and production processes. How can we promote the 
recovery of these economic systems, on what basis? Will we continue in the 
globalisation process, albeit in different ways, or will we witness the beginning 
of what has been defined as an unprecedented de-globalisation process? What 
alternatives are we facing? 

An example of this reflection spread in all circles, governmental and not, on the 
possible future can be found in the type of questions posed by Philippe Pochet, 
the director of the European Trade Union Institute (ETUI) who has tried to pre-
figure four scenarios related to the inevitable direct and indirect intervention of 
the state in the economy. Will it be a weak or a strong intervention? Will it rely 
on the recovery of strong neoliberalism (first scenario) or will it be characterised 
by invasive forms of intervention, linked in an extreme case to new forms of au-
thoritarianism (second scenario)?Will the choices go in favour of recovering eco-
nomic growth at any price to minimise business bankruptcies and unemploy-
ment by operating mainly in the short and medium term (third scenario)? Or, in 
alternative, will the ecological transition be accelerated to that model of sustain-
able development already envisaged in international agreements, by operating 
mainly on common goods and also in a long-term perspective (fourth scenario)? 
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Obviously, different contact and intersection situations may arise between dif-
ferent scenarios. But it is certain that the recovery process, to be valid and not 
ephemeral, will entail an inevitable, albeit partial, change in production prefer-
ences, with the reorganisation of the value production chains, and the related 
trading systems, precisely in order to overcome the limits that emerged with the 
COVID-19 pandemic and the crisis it caused. 

The Need to Act with a New Integrated and Intersectoral Approach in Develop-
ment Policies 

The choice of the European Union, based on the decisions and acts we have ex-
amined, confirms the will to move in the direction characterized by the fourth 
scenario, to support a green and digital transition towards a growth model based 
more on quality than on the quantity of development . But, this is the point to 
be underlined, the measures taken so far seem to be quite far from the need to 
promote the structural changes envisaged with that integrated and intersectoral 
approach that would be necessary for such a policy, in order to be able to deal 
organically, effectively, all-encompassing, systemic, the set of problems, ten-
sions, ruptures that the adoption of the new growth model inevitably entails. We 
cannot see, for example, in the important EU documents the overcoming of the 
intervention logic that continues to operate for sectoral silos, for separate com-
partments and areas of action, an overcoming that has long been strongly rec-
ommended by international institutions such as the UN or the OECD. It deals 
with the fundamental problem still open related to the governance of the struc-
tural change processes that the EU intends to promote, to which the problems 
of an intersectoral planning of these processes are also closely linked. 

The goal of systemic transformations cannot be separated from an overall as-
sessment of the costs and benefits that this order of interventions in the real 
economy inevitably entail. For example, as the aforementioned UN “GSDR 2019” 
report claims: 

“Transitions towards sustainability can have significant impacts on employment, workers’ 
families and communities, reducing or eliminating jobs in polluting industries and creating 
jobs using modern cleaner production. The deployment of new technologies and auto-
mated production that are part of such transitions can also reduce total labour demand 
even for skilled workers. That trade-off may be beneficial for the environment and for so-
ciety at large, but it comes with human costs for affected workers, their families and im-
mediate communities. To make those transitions socially acceptable, it is essential to take 
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into account the millions currently employed in resource intensive sectors and others who 
will lose their jobs.” (UN 2019) 

This position, shared by member states inside UN, requires for example the or-
ganisation of systemic interventions involving businesses, territories, and the 
world of work. Hence, the need that the incentive and support policies for new 
business activities are accompanied, within the same provisions, by parallel ac-
tions aimed at adapting the functions, services, and performances of the labour 
markets structures as well as of other related bodies. A concrete example: it 
would be most desirable and useful that the recent Commission decision to or-
ganise 240 Digital Innovation Hubs (DIH) in the regions of Europe also provided 
for an organic integration of these new centers with the regional labour services, 
as with other service structures, such as those operating in vocational training, 
since all these structures, although operating in different areas, face decisive 
problems for the promotion of competitive sustainability. In essence, it should 
be an opportunity for the organisation of real multipurpose and multifunctional 
European reference poles to be able to aggregate the numerous activities and 
services, both public and private, which are currently acting too separately and 
un-coordinated from each other, on a large common innovation project. Such a 
systemic combination of measures, and therefore of operating structures, is all 
the more urgent the more the structural adjustment needs, related to both the 
pandemic crisis and the green and digital transition, to also impose profound 
changes in traditional ways of working, in the organisation of its contribution to 
the levels of corporate productivity, in the relationship between working life and 
private life; and those who choose or are forced to work in conditions radically 
different from the past and enter a lasting situation of uncertainty and economic 
and social precariousness do not always find adequate protection in the trade 
union organisations that have hitherto represented the world of work. 

The problem is well present in the aforementioned UN recommendations:  

“During previous eras of technological change, workers’ organizations helped ensure that 
conditions at work improved, and wages rose so that productivity gains were more widely 
distributed, and social cohesion strengthened. They could continue to play such roles in the 
near future; however, a broader coalition including governments and employers could be 
more effective, especially given the decline of workforce participation in labour unions in 
many countries and sectors. Disruptive new technologies and globalization indicate that 
significant numbers of people may work as self-employed workers, or under non-standard 
labour contracts, for example in platform labour markets ….With those trends in mind, the 
ILO’s Commission on the Future of Work has recommended measures, such as universal 
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labour guarantees to cover all workers irrespective of contractual status, and governance 
systems for labour platforms.” (UN 2019) 

A systemic integration of the multiple sectoral interventions into a single organic 
project objectively still largely remains to be built, at European level and in many 
member states. All the more, as it was already mentioned, that the European 
provisions for the green and digital transition have been taken in a context of 
great general uncertainty about the common economic future due to the real 
risk of closure and bankruptcy of hundreds of thousands of businesses of all sizes 
throughout Europe. The reference to the value of the European Pillar of Social 
Rights -moreover a document of indicative political value–that we find in several 
documents, from the Annual sustainable growth strategy of Dec. 2019 to the 
SME development strategy, in March 2020, is undoubtedly an important fact but 
it is not sufficient if the corresponding measures are not included in the context 
of the support and incentives approved for the business world. We are therefore 
always within the context of that approach for sectoral silos whose overcoming 
is advocated by the most important international institutions. 

The Need for New Tools to Qualify the Business-Territory Relationship 

Another fundamental aspect that should be the subject of greater consideration 
by the European authorities concerns the relationship between the business 
world and their reference territories. This is all the more important for SMEs - 
among which we  should not  forget the important role played by the micro en-
terprises - which generally acquire their innovative operational capacity pre-
cisely from the material and immaterial values of the territories and their com-
munities, in a relationship that is continuous, organic, and functional. The 
spread, evolution, and often the success of the industrial districts in which these 
companies are concentrated is a demonstration of the value of this inter-relation 
system for the quality of business activities. 

In Italy, for example, official statistics (ISTAT 2019) have identified the existence 
of 141 industrial districts which represent about a quarter of the Italian produc-
tion system in terms of both businesses (24.4 per cent) and employees (24 per 
cent). Among the main characteristics of the Italian industrial district model we 
find production specialisation, flexibility, good opportunities to draw on quali-
fied human resources, a widespread orientation among companies to compete 
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but also to collaborate, to network, a socio-economic fabric favourable to the 
entrepreneurial initiative. 

Inside the district, craft and industrial businesses use working side by side, often 
in the supply chain, with strong complementary connections even outside the 
district itself; all elements that make easier the circulation of product and market 
information, technology transfer, the creation of relationships of trust and con-
tinuous synergies. Over time, in particular in recent years, the Italian districts 
have undergone an evolution characterised, in many cases, by what has been 
defined as a verticalisation process due to the prevailing of the role of a leading 
company, that is a company that for results, turnover, size and capacity for inno-
vation and competition ended up taking on a strategic role of reference for the 
other district companies. 

One of the most important Italian banks, Banca Intesa San Paolo, in a 2018 study, 
has highlighted this districts transition from a horizontal to a vertical model and 
has surveyed 1,600 companies that for their large operational capacity have 
passed from small to medium-size and have established themselves as growth 
champions for the whole local system. Another important aspect to recall con-
cerns the fact that at the basis of the functioning of the local district we find not 
only codified rules but above all unwritten rules that are the result of habits in 
interpersonal relationships, a widespread desire to do and do well, the values 
shared by a community and its territory; unwritten rules that directly affect its 
structure, productivity, and performance. 

Hence the acknowledgment, shared by many experts, that the Italian industrial 
district is an economic and territorial reality, but above all a social reality. A re-
ality, it must be added incidentally, which facilitates the socialisation of commu-
nity relations, the integration of industry in the territory, and where the cultures 
of the area certainly do not have a lower influence than the corporate perfor-
mance allocated therein in determining the success or failure the overall eco-
nomic activities of the district system. In short, it is a complex reality that can 
also be difficult to replicate in other contexts, but from which useful suggestions 
and indications for common challenges can be drawn, especially when structural 
transition processes towards new development models such as those envisaged 
by the European Union are promoted. But it is right in front of these widespread 
industry modelsand territorial realities with economic, social, and cultural values 
and experiences that are closely intertwined with each other – and such realities 
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are well present in all Europe - that the intersectoral systemic approach becomes 
an obligatory step in the planning out and implementation of promotional pro-
jects and measures, as it should have been for all the measures approved in re-
cent months at community level. 

The Need for a Sound Governance for the New Environmental and Social Poli-
cies 

In particular, the path that has been opened for the set up of the circular econ-
omy requires all development actors to show in their public documents a 
broader sense of purpose to be certified in the legislative provisions, regulations, 
corporate budgets, the latter to be transformed into “integrated corporate 
budget” in order to highlight the real contribution by private companies to the 
social and environmental values of the territories, a particularly difficult chal-
lenge for the SMEs’ system; in a broader sense, it requires the adoption of a new 
governance model, commonly defined as “Environmental Social Governance 
ESG”, as well as the widespread application of an adequate system for measuring 
the values produced by each operator, public and private.  

In this time of deep structural crisis, the political choice to place the company at 
the center of the circular economy requires a resolute step change in the inter-
pretation of the development phenomena together with the use of more coher-
ent and valid approaches and assessment methodologies, less sectoral than has 
been done so far, able of grasp the movement and contribution of the individual 
variables, but above all the relationships between them and the overall devel-
oped impact. It is the obligatory path for what the EU has defined in terms of 
“competitive sustainability”. 
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Afterword 
To say that small and medium-sized enterprises (SMEs) form the backbone of 
the European economy is an understatement, as they constitute 99 per cent of 
all companies and employ more than 66 per cent of the European workforce. 
Their role in regions and communities goes beyond the economic activity, as 
they provide jobs, services, and opportunities to most of the population, partic-
ularly in isolated or rural areas. 

Nevertheless, in a rapidly changing world, SMEs find it particularly difficult to 
adapt to changes, most of them being microenterprises (with three or less em-
ployees). They constitute an immensely diverse picture, ranging from tech start-
ups and restaurants to family-owned and industrial middle-sized companies. This 
diversity must be considered when dealing with the different paths ahead for 
SMEs. The recent SME strategy of the European Union (EU) for a sustainable and 
digital Europe highlights these facts, and the special issues they face due to their 
size in terms of access to funding, digitalisation, and working conditions (includ-
ing health and safety, training and ongoing training), industrial relations, export-
ing, and public tendering. Less than 25 per cent of European SMEs are ready for 
the transition necessary to overcome these challenges (European Commission 
2020). 

At the European Economic and Social Committee (EESC), we welcome the strat-
egy of the European Commission, as enabling SMEs to adapt, scale up, and enjoy 
the advantages of the single market while creating a levelled playing field and 
fostering the digital and fair environmental transition is a goal we certainly all 
share (EESC 2020). We hope that it will give a new impulse to the “think small 
first” principle, which is still far from being complete. Moreover, in our position 
paper on it, we highlight the special challenges and actions necessary, so that 
they can compete on equal footing with larger companies (EESC 2020).  

Nevertheless, some aspects included and some aspects missing in the EU strat-
egy paper concern us, for example, the so-called “gold-plating” of EU regulations 
by Member States. The term, which intuitively might suggest “unnecessary red 
tape”, is often used to attack social and environmental standards that go even 
beyond EU law demands. Still, we should remember that EU law is there to pro-
vide a common ground and a minimum base, never to limit protection of con-
sumers, workers, and the environment. If anything, regulatory adaptation must 
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be a race to the top. While “cutting red tape” and making economic activity eas-
ier is certainly a shared objective, it should not be used to lower the standards 
that define the social market economy.  

Another concerning aspect is the fail to mention, beyond incidentally, the role of 
all social partners in the process of innovation, transition, and digitalisation. 
Workers and trade unions are a fundamental piece of the puzzle, without which 
SMEs can neither work nor develop. The average small size of such companies 
presents extra challenges to workers’ rights and participation, consultation, and 
information. Furthermore, the share of employees in micro and small companies 
who actually benefit from social dialogue institutions at the workplace displays 
a broad variability (European Commission 2013). Additionally, the particular 
character of the relationship between the employer and the employees on the 
one hand, and the institutional resources generated by the national industrial 
relations system on the other hand are the main factors affecting the develop-
ment and practice of social dialogue. For these reasons, at the EESC, we urge the 
participation of the social partners in the SME Strategy and the European Semes-
ter (EESC 2020). The EU has taken numerous steps in ensuring workers’ voice in 
companies (Voss and Pulignano) when it comes to cross-border issues, reinforc-
ing national legislation for mergers and other operations. Furthermore, recent 
research shows, clearly, that companies which integrate workers in their deci-
sion-making process are consistently more successful, long-lasting, and sustain-
able than the ones which do not (ETUI 2019, Voss and Pulignano). 

Enforcement is a third dimension of the regulation debate continuum that is also 
vacant, and it should not be. Beyond the issues of supposed “gold-plating”, the 
need “to cut red tape”, or the need for more stringent social and environmental 
standards, there is a clear necessity for effective enforcement with sufficient leg-
islative tools and monetary resources. 

If SMEs are to adapt, transform, compete, and succeed (as some are already do-
ing), they cannot do so by merely applying top-down programmes to their work-
ing methods and workforce. They must take onboard the workers, which in re-
turn will surely improve the level of skill capture and retention. In the case of 
transparent working conditions, for instance, the EESC already recognised “the 
particular situation of natural persons acting as employers, and micro and small 
enterprises, which may not have the same resources available to them as me-
dium and larger enterprises when fulfilling their obligations under the proposed 
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directive. The EESC therefore recommends that the European Commission and 
Member States should provide appropriate support and assistance to such enti-
ties, to help them meet these obligations” (EESC 2018). 

SMEs, as mentioned above, play a role in their communities beyond the eco-
nomic one by means of their local and regional integration. And while their size 
might bring difficulties in terms of fixed costs, it also allows them to be flexible 
and innovate in a way larger companies, by their sheer size, simply cannot. Clear 
social and environmental standards and regulation are key elements in this pro-
cess of innovation; they enable companies to engage in fair competition that is 
beneficial to themselves, workers, consumers, and the economy. When clear 
standards or a sufficient enforcement of such are missing, we often observe a 
race to the bottom, where companies purely aiming at price efficiency outper-
form innovative and responsible ones and pass on so-called “negative externali-
ties” of precarious employment, exploitation, and environmental damage on to 
society. It is, therefore, more important than ever to take stock of the already 
good practices in place by many SMEs in terms of innovation and sustainability, 
and for the EU to act as an enabler of this transition, ensuring a levelled playing 
field for fair competition. As this anthology shows, the change is already happen-
ing. The EESC and social partners at the European level will continue working to 
ensure it happens in the best conditions possible for companies, workers, con-
sumers, and the environment. 

Oliver Roepke 

Chairman, Group II - Workers 
European Economic and Social Committee (EESC) 
Brussels (Belgium) 
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