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SMEs are today integrated in global value chains – almost 
90 % of small and medium-sized manufacturing enterpris-
es are exporting, either directly or indirectly, via their Ger-
man customers. For business service providers, this figure 
amounts to no less than 53 %. Many German SMEs do 
not only sell, but also buy and, somewhat less frequently, 
produce goods and services abroad nowadays. 

All of SMEs’ international activities have a clear focus on 
Europe. Around two thirds of foreign sales, foreign pur-
chases and foreign production capacities are located 
there. In the companies’ view this is also unlikely to alter 
much in the future, although the particular locations within 
Europe may change. Sales markets and particularly pro-
curement markets in Central and Eastern European are 
likely to gain more in importance than those in Southern 
Europe. Economic growth, comparatively low production 
costs and the availability of skilled workers make many of 
the new EU member countries attractive foreign markets. 
The outcome of Britain’s referendum on EU membership 
will also have an impact on SMEs’ international activities. 
On the whole, however, small and medium-sized compa-
nies are likely to suffer only a small reduction in sales as a 
result. 

Most SMEs have a positive view of the ongoing process of 
digitalisation; almost 70 % expect their company to benefit 
from it. However, nearly as many expect competitive pres-
sure to increase. Digitalisation can make it easier to inte-
grate foreign customers and suppliers into SMEs’ own 
value chains, and hence accelerate the process of interna-
tionalisation. 

Even so, in order to give as many small and medium-sized 
companies access to the untapped potential of European 
markets, there needs to be a determined effort to remove 
key obstacles. Especially bureaucratic hurdles, but also a 
lack of information on foreign target markets and legal 
systems are still preventing many SMEs from expanding 
into European markets. Particularly with respect to foreign 
market knowledge, many companies would also like to 
see support from their financing partners. 

SMEs are becoming more and more integrated in global 
value chains 
Since 1990, production of goods worldwide has roughly tri-
pled. Global exports and foreign direct investment have more 
than quintupled over the same period.1 Increasing interna-
tionalisation of the economy has long made its presence felt 
among German SMEs. Many small and medium-sized indus-
trial companies and business service providers now form part 
of global value chains, as both suppliers and consumers. 
These are the findings of a study carried out by IW Consult 
GmbH on behalf of the KfW Group. The study is based on a 
representative telephone survey of 600 small and medium-
sized industrial and service companies, along with a special 
analysis of the IW Zukunftspanel database. The study focus-
es on larger SMEs with 20 to 499 employees.2 

More than half of manufacturing SMEs’ turnover is  
driven by foreign markets 
In 2014, more than three quarters of all manufacturing com-
panies with 20 to 499 employees exported directly to foreign 
markets. Their direct exports contributed around a third of 
manufacturing SMEs’ total turnover (Figure 1). In addition, 
many companies are indirect exporters. The proportion of 
manufacturing SMEs whose products finish up as part of 
their customers’ exports is close to 70 %. Indirect exports ac-
count for a further 18 % of total turnover in this sector and 
size class (Figure 1). As a result, more than half of manufac-
turing SMEs’ total turnover derives from foreign sales. Fully 
89 % of manufacturing SMEs sell into foreign markets, either 
directly or via their exporting customers. 

More than half of business service providers are at least 
indirectly involved in exports 
Integration into international production networks is also in-
creasingly important for small and medium-sized business 
service providers. In 2014, 44 % of them exported directly, 
and around 30 % provided their services indirectly to foreign 
customers. At just under 15 %, the contribution of foreign 
sales to total turnover is considerably lower in the business 
service sector than in manufacturing (Figure 1). However, 
53 % – more than half – of small and medium-sized business 
service providers are involved in export activities, either di-
rectly or indirectly. 
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Figure 1: Turnover of manufacturing SMEs heavily de-
pends on foreign trade 

 

Note: Share of direct and indirect exports in total turnover of all enterprises 
with 20 to 499 employees. Figures in per cent for 2014. 

Source: IW Zukunftspanel (26th wave), German Federal Statistical Office  

Internationalisation is also occurring in SMEs’ procure-
ment ... 
Many SMEs are active abroad not only in terms of sales, but 
procurement too. In 2012 around 66 % of small and medium-
sized industrial companies in Germany imported goods and 
services. Foreign procurement accounted for almost a fifth of 
all purchases by manufacturing SMEs. Once again, business 
service providers focus more strongly on the domestic mar-
ket. Nonetheless, in 2012 around 30 % of them sourced in-
puts from abroad. Their imports accounted for nearly an 
eighth of total purchases of small and medium-sized busi-
ness service providers. 

... but hardly at all in production 
In contrast, the level of internationalisation in production re-
mains low. In 2014 only around 6 % of the total production 
capacities of manufacturing SMEs were located abroad. This 
is primarily due to the high volume of investment required to 
establish a production site abroad. Dividing production be-
tween sites in Germany and abroad does not make economic 
sense for many SMEs because of their limited size. During 
the period between 2012 and 2015, not even one in ten 
SMEs made foreign direct investments, and fewer than one 
in twenty plans to do so in the future. 

Europe is the main destination for SMEs’ exports 
All of SMEs’ international activities have a clear focus on Eu-
rope. Around two thirds of export revenues of small and me-
dium-sized industrial companies and business service pro-
viders are generated here (Table 1). 

Table 1: Regional distribution of direct exports  

 Manufacturing Business Services 

Europe 65.5 65.9 

EU-28 57.2 55.0 

Rest of Europe 8.3 10.9 

NAFTA 8.3 8.1 

China 6.9 4.8 

Rest of the World 19.3 21.2 

Note: Share of different target regions in total turnover from direct exports of all 
enterprises with 20 to 499 employees. Figures in per cent for 2013. 

Source: IW Zukunftspanel (24th wave)  

Within Europe, the key foreign markets are located in West-
ern Europe. Around 72 % of manufacturing SMEs and 40 % 
of business service providers indicate that they have im-
portant customers here. This reflects Germany’s strong trade 
relationships with France and the Netherlands. Along with the 
USA and China, these countries are Germany’s largest trad-
ing partners. 

All the same, just under 46 % of industrial companies and 
20 % of business service providers have major customers in 
Central and Eastern Europe. In particular neighbouring Po-
land is likely to be an attractive foreign market. With a popu-
lation of 38 million, it is the most highly populated country in 
Central and Eastern Europe and has achieved positive eco-
nomic growth for more than ten years in a row. 

Key foreign suppliers mostly in Western Europe 
The procurement situation is similar. The largest proportion 
of SMEs’ foreign purchases originates from Europe – 68 % 
for manufacturing enterprises and 62 % for business service 
providers. Foreign suppliers of German SMEs are mostly lo-
cated in Western Europe. Among all small and medium-sized 
manufacturing companies, 53 % indicate this to be the case, 
while for business service providers, the corresponding figure 
is 26 %. Almost one in three manufacturers, but only one in 
seven business service providers has key suppliers in Cen-
tral and Eastern Europe. 

Production in Central and Eastern Europe mainly to  
reduce costs 
Europe is also the main destination for foreign direct invest-
ment of small and medium-sized industrial companies. 
Around two thirds of their foreign production capacities are 
located here (Table 2). 
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Table 2: Regional distribution of foreign production  
capacities 

 Manufacturing 

Europe 66.4 

EU-15 51.6 

New EU member 
countries 

12.2 

Rest of Europe 2.7 

NAFTA 3.6 

China 10.5 

Rest of the World 19.5 

Note: Share of different target regions in total foreign production capacities of 
all enterprises with 20 to 499 employees. Figures in per cent for  2014. Data 
for business service providers not available. 

Source: IW Zukunftspanel (24th wave) 

The largest part of European production capacities is located 
in the EU-15 countries. While small and medium-sized com-
panies hope to achieve better market access in these coun-
tries, their motivation for establishing production sites in the 
new EU member states is primarily to reduce production 
costs (Figure 2). More than two thirds of companies with a 
production site in Central and Eastern Europe cite lower 
costs as an important reason. In contrast, fewer than 40 % of 
companies with a production site in other regions of Europe 
give this as their motivation. 

Figure 2: Lower costs and relocation of customers  
motivate investments in Central and Eastern Europe  

 

Note: Share of SMEs with foreign production capacities in Europe for whom 
this motivation (fully) applies. Figures in per cent for 2014. 

Source: IW Zukunftspanel (24th wave) 

Wages in Central and Eastern Europe have risen sharply in 
the past. Nonetheless, labour costs here remain up to 88 % 
lower than in Germany.3 In addition, many countries have a 
highly skilled workforce. In the Baltic states as well as in Po-
land and Slovenia, the proportion of 30–34-year-olds with a 
university education was substantially higher than 39 % – the 
EU average for 2015.4 This also explains why the availability 
of qualified employees is cited relatively frequently as a rea-
son for setting up a production site in this region. 

 

Disproportionately often, investment in Central and Eastern 
Europe is also motivated by the fact that key customers have 
turned to these markets. This underlines that fact that a 
number of small and medium-sized intermediate input sup-
pliers are highly dependent on their customers. 

SMEs focused on Europe benefit from the euro 
The regional focus of SMEs’ international activities is a result 
of their physical and cultural proximity to neighbouring Euro-
pean countries, and above all the rules relating to the free 
movement of goods, services, people and capital within the 
EU Single Market. Another key driver of European value 
chains is the euro as the common European currency. 
Around 87 % of the small and medium-sized industrial and 
service companies for whom entry into European sales and 
procurement markets is an integral part of their corporate 
strategy indicate that they benefit from the euro. Companies 
for whom Europe is of no strategic relevance are much less 
likely to consider the common currency to be an advantage 
(Figure 3). 

Figure 3: Do SMEs benefit from the euro? 

 

Note: Share of SMEs that agree with the statement “Our company benefits 
from the euro as a common European currency”, depending on whether entry 
into European sales and procurement markets is an integral part of their corpo-
rate strategy. Figures in per cent for 2015. 

Source: IW Consult (2015) 

Internationalisation of SMEs will continue ... 
SMEs believe their cross-border interdependencies to in-
crease further in the future. Virtually three quarters of all 
SMEs expect their value chains to become more international 
in the coming three to five years (Figure 4). Companies with 
a strategic focus on Europe are particularly likely to hold this 
view. Nevertheless, also the majority of companies that have 
not yet considered entry into European markets expect their 
customer and supplier relationships to become more interna-
tional. 
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Figure 4: SMEs expect their value chains to become 
more international 

 

Note: Share of SMEs that agree with the statement “The value chains that our 
company is part of are becoming more international”. Figures in per cent for 
2015. 

Source: IW Consult (2015) 

... at all stages of the value chain 
Further internationalisation is likely to affect all stages of 
SMEs value chains, as they expect additional growth in both 
foreign sales and purchases. Companies estimate that, be-
tween 2014 and 2019, export turnover could grow by more 
than 10 % overall in the manufacturing sector, and by just 
under 8 % in the service sector. Over the same period, for-
eign purchases could increase by roughly 12 % in both sec-
tors (Figure 5). 

The importance of SMEs’ cross-border relationships is likely 
to rise more on the procurement than on the sales side. At 
the same time, existing differences in the degree of interna-
tionalisation between SMEs of different sectors and size 
classes will intensify, if the higher growth expectations of 
larger SMEs and manufacturing SMEs are actually fulfilled. 

Figure 5: SMEs expect exports and foreign purchases to 
increase further 

 

Note: Growth in export turnover/foreign purchases expected for the period 
2014-2019 by enterprises that are already exporting/importing. Figures in per 
cent. 

Source: IW Future Panel (24th and 26th wave) 

Foreign production capacities, too, are likely to become more 
significant in future. Manufacturing SMEs anticipate that, as a 
proportion of their overall production capacities, they could 
increase from 6 % in 2014 to 9 % in 2019. Once again, there 
are substantial differences depending on the size of the 
company. Smaller SMEs expect to see the proportion of their 
production capacities that is located abroad rise from 5.3 to 
8.1 %, while the larger SMEs anticipate a somewhat larger 
increase, from 7.5 to 11.2 %. Overall, foreign direct invest-
ment is likely to remain a form of internationalisation that is 
used relatively rarely by SMEs. 

Europe will remain important in the future 
The geographic profile of German SMEs’ international activi-
ties will shift only slightly in the medium term. For each of the 
various regions covered by the survey, more than half of 
companies expect that the importance of that particular re-
gion to their sales or procurement will not change in the next 
three to five years. Most of the remaining companies expect 
the importance of almost every region to increase (Figure 6). 

In terms of manufacturing SMEs’ sales expectations, this is 
particularly true for Western and Northern Europe. Just under 
58 % of companies anticipate this region’s importance for 
their sales to remain unchanged. More than 38 % of compa-
nies judge that this region will become more important. In 
contrast, only around 9 % expect it to become a less attrac-
tive sales market. On balance, therefore, more than 24 % of 
small and medium-sized manufacturing SMEs anticipate the 
importance of Northern and Western Europe to grow (Fig-
ure 6, left-hand side). As a market for procurement, this re-
gion still has opportunities to offer for business service pro-
viders in particular. 
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Figure 6: Southern Europe is falling behind the rest of Europe 

Changes in the significance of different regions... 

 

Note: Balance of SMEs that responded ‘strongly/slightly increase’ and ‘strongly/slightly decrease’ to the question “How do you think will the importance of the fol-
lowing regions for your company’s sales/procurement develop in the coming 3–5 years?”. Figures in per cent for 2015. 

Source: IW Consult (2015) 
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Impact of Brexit on SMEs 
The British people’s recent vote for the United Kingdom to 
leave the EU may have somewhat dampened this optimism. 
In the short term, the main effect is likely to be that the weak 
pound will have a negative impact on demand for imports in 
Britain, and hence also on German SMEs’ foreign sales. A 
slower rate of growth in the British economy and ongoing un-
certainty about the future shape of Britain’s relationship with 
the EU may well amplify this effect further. In the long term, 
much will depend on the trade rules between the EU and the 
United Kingdom, which must now be reformulated. Since 
more than two thirds of exporting SMEs sell into just one 
country, and are therefore significantly less diversified than 
large companies in terms of their foreign activities5, any re-
striction on free trade with the United Kingdom could hit 
some of them hard. However, for SMEs on the whole the 
consequences of Brexit are likely to be manageable. 

In 2015, Germany exported goods with a value of 
EUR 89.3 billion to the United Kingdom, which represents 
close to 7.5 % of the total value of German exports of goods. 
If we assume that this also applies to the regional distribution 
of SMEs’ direct and indirect exports, just under 3.8 % of 
manufacturing SMEs’ total turnover can be attributed to the 
United Kingdom. A 10 % decline in British demand for im-
ports would therefore reduce manufacturing SMEs’ revenues 
by a little under 0.4 %. By way of comparison, SMEs’ turno-
ver fell by 6.2 % in 2009 as a result of the financial crisis.6 

Business service providers, too, are likely to feel relatively lit-
tle effect from Brexit. German exports of services to the Unit-
ed Kingdom as a proportion of the total came to 9.9 %, or 
EUR 20.6 billion, in 2014. Assuming that this regional profile 
can be applied to the small and medium-sized services com-
panies under consideration in this paper, a 10 % decline in 
Britain’s imports of services would equate to a decrease in 
turnover of less than 0.15 %. 

This calculation does not take account of the effects on ex-
ports to third countries or on imports from the United King-
dom. It also does not consider the impact on SMEs’ invest-
ment behaviour. Equally, assessments of future develop-
ments are subject to a high degree of uncertainty. Neverthe-
less, these figures should make clear that SMEs on the 
whole will likely be able to cope with Brexit.7 

It will also be quite some time until the process of leaving the 
EU is complete and trade with the United Kingdom is subject 
to new regulations. This gives SMEs the chance to compen-
sate for any potential loss of sales by entering into alternative 
foreign markets. Central and eastern Europe, especially, will 
play an important role in this. 

Central and Eastern Europe are becoming more  
attractive 
From the point of view of SMEs, Central and Eastern Euro-
pean sales and procurement markets are becoming more at-
tractive. On balance, around a fifth of manufacturing compa-
nies and a sixth of service providers anticipate that sales in 
this region will become more significant in future. Regarding 
procurement, the number of companies expecting Central 
and Eastern Europe to become more important exceeds the 
number of companies that anticipate its significance to de-
cline, by more than 13 and 15 percentage points respectively 
(Figure 6, right-hand side). Not only the low labour cost, but 
also the geographical proximity of suppliers is likely to play a 
decisive role here. 

Southern Europe is falling behind other European  
regions 
In contrast, the development in Southern Europe will be ra-
ther weak. Only 23 % of manufacturing expect this region to 
grow as a sales market. A good 18 % expect its significance 
to lessen. This gives a net figure of 5.3 %, which is positive 
but very far behind industrial companies’ optimistic expecta-
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tions for other sales regions. This is also the case for busi-
ness service providers, of whom a net 2.2 % anticipate the 
importance of Southern Europe as a sales market to increase 
(Figure 6, left-hand side). 

Manufacturing companies are even more pessimistic when it 
comes to the future role of Southern Europe as a market for 
procurement. In fact the majority expect this region to be-
come less significant, with a net negative figure overall (Fig-
ure 6, right-hand side). This result corresponds with Spanish 
and Italian SMEs’ own negative view – political instability, 
corruption and financing difficulties mean they see them-
selves lagging far behind in terms of global competition.8 

Appeal of the USA mainly as a sales market 
The USA could also become more significant – primarily as a 
sales market for manufacturing SMEs. On balance, a fifth of 
the German companies surveyed expect sales in the world’s 
largest economy, as measured by gross domestic product, to 
play a greater role in future (Figure 6, left-hand side). The 
degree to which the USA’s importance will grow will depend 
not least on the outcome of the negotiations on a transatlan-
tic free trade agreement.9 

Procurement from China increasingly attractive 
The importance of China from the point of view of SMEs will 
also increase, in terms of both sales and procurement. This 
is particularly true for SMEs in manufacturing, although the 
turbulence in the Chinese stock markets and the uncertain 
economic outlook have somewhat put this optimistic as-
sessment into perspective of late. 

Internationalisation brings opportunities for many small 
and medium-sized companies ... 
Foreign markets are set to become more important for SMEs. 
This is true of the USA and China, but particularly Europe. 
Although there may be regional differences, for example be-
tween Southern and Eastern Europe, overall the continent 
still has many unexploited opportunities to offer to small and 
medium-sized companies. 

Of SMEs that have so far not been active in European sales 
markets, 13 % consider opening up such markets to be a 
crucial factor for the future growth of their companies. And 
more than 44 % of small and medium-sized manufacturing 
and service companies that have hitherto not utilised Euro-
pean procurement markets see potential here, to procure 
both inexpensive and highly specialised goods and services. 

... but presents some with new challenges 
However, there is some scepticism with regard to increasing 
internationalisation. Some small and medium-sized enter-
prises whose products or services feed into the exports of 
other German companies feel threatened by the possibility 
that their key customers relocate abroad. Around 23 % of 
manufacturers and 29 % of business service providers ex-
porting indirectly fear that this implies a loss of customers for 
them over the next three to five years. Even so, SMEs’ inten-
tions to expand their foreign direct investment only slightly in 

the coming years may go some way to putting these fears in 
context. 

In addition, close to 24 % of industrial companies that are in-
direct exporters are concerned that their customers may be 
able to buy what they need more cheaply abroad in future, 
and hence will stop using them as a supplier. This fear is not 
quite as pronounced among business service providers. 
Once again, this reflects the lower tradability of services in 
comparison to goods. Many services require personal con-
tact and are based on trust. A number of business service 
providers, such as auditors or tax advisers, must also have 
extensive knowledge of national regulations. Furthermore, 
differences in language and culture can make it harder to as-
sess the quality of a service. 

Table 3: Indirect exporters see themselves under threat 
from offshoring by their customers 

 Manufacturing 
Business 
Services 

Loss of customer be-
cause he relocates 
abroad 

23.4 29.0 

Loss of customer be-
cause he procures on 
foreign markets 

23.5 16.7 

Expectation of at least 
one of these difficulties 

33.4 38.2 

Note: Share of SMEs exporting indirectly that agree with the statements “We 
expect our customer to relocate production abroad. We will not follow and will 
therefore lose this customer” or “We expect our customer to purchase the 
goods or services we offer more cheaply abroad. We will then cease to be a 
supplier to this customer”. Figures in per cent for 2015. 

Source: IW Consult (2015) 

Overall, around a third of manufacturers and two fifths of 
business service providers that export indirectly anticipate 
difficulties that can be traced back to increasing international-
isation on the part of their customers. 

Figure 7: Almost one SME in three is concerned about 
their value chain’s stability 

 

Note: Share of SMEs that agree with the statement “The value chains that our 
company is part of are becoming more unstable. Figures in per cent for 2015. 

Source: IW Consult (2015)  
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Growing instability of SMEs’ value chains 
Another issue that concerns SMEs with regard to the future 
of their value chains is the growing instability of their relation-
ships with customers and suppliers. Interestingly, fewer than 
25 % of companies who see European sales and procure-
ment markets as an integral part of their corporate strategy 
are worried about the stability of their value chains, com-
pared with more than 31 % in the comparative group (Fig-
ure 7). This could be an indication that companies focused 
on Europe are more competitive and hence more optimistic 
about the future. However, it also shows that cross-border re-
lationships with customers and suppliers do not have to go 
along with unstable value chains. Instead, these relationships 
can open up new opportunities to actively shape and hence 
strengthen their own value chains. 

Digitalisation will further accelerate SMEs’  
internationalisation 
Along with growing internationalisation, advancing digitalisa-
tion will also leave its mark on German SMEs’ value chains. 
However, the majority of small and medium-sized companies 
view this as positive – just under 64 % of manufacturers and 
72 % of business service providers judge that they will benefit 
from digitalisation overall, though many companies are also 
concerned about fiercer competition (Figure 8). 

Most companies expect that digitalisation will make it easier 
for them to become integrated into their customers’ value 
chains. This is particularly true of business service providers, 
who are more often able to deliver their services in electronic 
form and are less dependent on the physical transport of 
their products. About 71 % of them expect integration into the 
value chains of their customers to become easier, compared 
with 65 % of manufacturing enterprises (Figure 8). 

Figure 8: What does your company believe will be the impact of digitalisation on your business? 

 

Note: Share of SMEs that agree with the respective statement on the consequences of digitalisation over the next 3-5 years. Figures in per cent for 2015. 

Source: IW Consult (2015) 
 

The advantage of being able to integrate customers or sup-
pliers more easily is not restricted to domestic value chains. 
Close to two thirds of SMEs anticipate that digitalisation will 
make it easier for them to enter European sales and pro-
curement markets. In addition, around 50 % of manufacturing 
companies and 44 % of service companies expect increasing 
cooperation with other companies in Europe. A few SMEs 
even expect digitalisation to provide incentives for them to in-
vest abroad. Therefore, the ongoing digitalisation is likely to 
accelerate the process of internationalisation further. 

Obstacles must be removed to better take advantage of 
European markets’ potential 
Whether digitalisation can accelerate internationalisation, and 
SMEs can make better use of the potential of European mar-
kets in the future, will depend very much on whether key ob-
stacles to cross-border business operations can be further 
reduced.

When it comes to expanding foreign activities in Europe, it is 
bureaucratic obstacles that present the largest problem. It is 
not only companies that have so far had little presence in Eu-
rope that feel this – SMEs whose strategy includes Europe 
take the same view (Figure 9). Legal uncertainties abroad 
are also seen as a serious obstacle, particularly by compa-
nies that have so far not been very active in Europe. For 
22 % of them, what they see as their low level of competitive-
ness on the international stage is also an important reason 
not to expand their foreign activities in Europe. 

Reducing bureaucracy, providing support in the form of in-
formation on the legal and economic frameworks in the target 
countries and measures to improve SMEs’ competitiveness 
should therefore be part of any political agenda that seeks to 
ensure that SMEs, too, can access the opportunities offered 
by European markets.  
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With regard to information in particular, many SMEs also 
seek support from their financing partners. For almost 43 % 
extensive knowledge of the target markets is an important 
criterion when choosing a financing partner. In contrast, 

favourable terms and conditions are the decisive factor for 
only a third of companies, and long-standing business rela-
tionships are key for as few as one in five. 
 

Figure 9: Bureaucratic obstacles particularly onerous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: Share of SMEs that judge a particular factor to be a (very) serious obstacle to expanding their foreign activities abroad. Figures in per cent 2015. 

Source: IW Consult (2015) 

 

Conclusion 
Small and medium-sized manufacturers and service compa-
nies are already part of global value chains. The internation-
alisation of SMEs will continue in future, at all stages of the 
value chain. 

Europe will play a key role in this process. It is already the 
main destination for all of SMEs’ international activities. This 
will remain the case in the coming years, although some Eu-
ropean regions will gain more importance as sales and pro-
curement markets than others. This is in no small part also 
due to the recent British vote to leave the EU. Overall, Eu-
rope still has a great deal of unexploited potential – to market 
goods and services, source inexpensive or highly specialised 

intermediate inputs or produce goods and services at lower 
costs. 

To some extent, increasing internationalisation presents do-
mestic value chains with new challenges. Some SMEs that 
export indirectly fear losing major German customers when 
the latter move their production or procurement abroad. Such 
concerns should be taken seriously. However, the appropri-
ate response to this is not to impede the globalisation of 
SMEs’ value chains. Rather, SMEs’ competitiveness needs 
to be improved, and a determined effort must be made to 
remove obstacles so that the broadest possible range of 
companies can access the opportunities presented by inter-
nationalisation. ■  
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