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Foreword by Erkki Liikanen, Member of the European
European Commisssion

At Lisbon in 2000 the European Union set itself the ambitious target of becoming the
most competitive knowledge-based society in the world by 2010. SMEs are vita to
the achievement of this goal. There are 19 million SMEs in the EU, making up over
99 % of enterprises in most EU Member States. They create wedlth, foster new ideas
and are a key source of new jobs. Europe will only become a centre of e-business if
European SMEs are fully committed to using the Internet as a leading-edge business
tool.

At EU and national level many initiatives have been launched to help SMEs play
their full part in the digital economy. The eEurope Go Digita initiative constituted a
firgt policy response at EU-level for helping SMES to make use of ICT and seize the
opportunities of the e-economy. But much remains to be done, as in spite of all these
initiatives there are wide differences between the use of ICT and e-business in
different Member States and regions. | am firmly convinced that to achieve our goa
we must share what we have learned and use our practical experience to try to find
out what works best. .

Benchmarking is about helping us to do just that — and there are plenty of good
lessons to learn from good practice in policy making from public administrations
across Europe.

Firstly, policies to raise the awareness of SMEs of the potentid for profitable
opportunitiesin the digital economy and to train them in how to make them real.

Secondly, policies to help to establish support networks for SMEs, to ensure that
good ideas and working business models are shared.

Thirdly, policies to help SMEs to take part in the digital economy, such as those
which promote Internet platforms for SMEs.

In each of these categories, examples of good e-business policies have been
identified. They have been developed in response to different challenges to meet the
different local needs of SMEs. And most importantly, they have been developed in
Europe, demonstrating that SMES can be helped to go digital.

Each of the policies presented in this report tells a story. They challenge us — policy
makers, academics, support organisations and SMEs — to reflect on what lessons there
might be for our own stuation. They should stimulate us to think how we can
improve and better co-ordinate European, national, regional and local e-business
policies

But the process of sharing and learning from good practice doesn't end with this
report. We are keen to take forward the lessons from it, sharing and building on the
experience of different Member States and regions. We will continue the process of
sharing good practice and learning from it by setting up an e-business support
network.

As has been confirmed in the e-Europe 2005 Action Plan, SMEs and e-business
remain at the heart of Europe's political agenda and I'm delighted to welcome this
report for the way that it underpins this message.
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Foreword by Anna M. Birulés, Minister of Scienceand
Technology, Spanish Presidency

The Spanish Government places great importance on innovation within the economy.
In fact, the recent creation of the Ministry of Science and Technology in 2000
demonstrates the importance associated with the promotion of research, devel opment
and innovation activities.

One of the most important elements of innovation in the modern economy is that
brought about by information and communications technologies (ICT). These
technologies can and do lead to dramatic changes in the way companies buy and sdll
their products or services and organise themselves. So it is a mgjor challenge to
spread awareness in the business sector about the existence of the new tools and the
business opportunities they can provide.

This is particularly true for SMEs, which dominate the Spanish economy. They
account for more than 95% of the overall companies active in the country and for a
large share of GDP

The Spanish Government has tried to deal with these concerns by supporting
innovation within SMEs, through the design and implementation of severa
programmes and initiatives, building on past experience but aso adapting flexibly to
current needs. Some of them are specificaly linked to the use and implementation of
ICT by companies.

Nevertheless we are aware that Spain is not aone in this respect. The European
Union Member States regard SME engagement in ICT and e-Business as vita to the
achievement of the goals that the European Union set for itsdlf at the Lisbon summit
in March 2000.

We know that we have a wedlth of experience in Europe and that we can learn from
each other. Both successes and failures can provide vauable information able to be
trandated into practical political solutions.

The promotion of corporate innovation is one of the fields where national and
regiona policies can be compared and tested, thus providing a practical example of
mutual learning in action But, in order to learn, the information must be available.
Further, it must be analysed and compared so that practical conclusions can be drawn.

This report is a major step in enhancing mutual understanding of e-business policies
across the EU. It draws on the hard work of the services of the Commission and of
the official representatives of the governments of the Union Member States. I'm
confident that it will be a very valuable contribution to policy formulation in the
coming months and years.
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Foreword by HansWerner Muller, Secretary General of
UEAPME

In the year 2000, the heads of states and governments of the European Union met in
Lisbon and took a very wise but also very ambitious decision —which is now referred
to as the Lisbon strategy. In Lisbon, the EU leaders set a target for the EU to become
the most dynamic and competitive knowledge-based economy in the world by 2010.

In my opinion, two prerequisites are necessary to achieve this goal:

Firstly, it is necessary to integrate the over 20 million small and medium-sized
enterprises (SMESs) in Europe into this process, since we call them, rightly, the
backbone of the European economy. It is very encouraging that all stakeholders
on the European scene have also realised this.

Secondly, the more than 20 million SMEs have to become part of the so-called
digital revolution as soon as possible.

The European Commission has redlised al this, and has contributed to the
implementation of the Lisbon strategy with a series of well-targeted actions. This
benchmarking project is one very successful example of an intelligent and promising
action following from that approach

Benchmarking allows good practice to be shared, whether it takes place at locd,
regiona or nationa level, whether in small or big entities and irrespective of the level
of financial support for a project. And the process of benchmarking crestes a virtuous
circle — the more co-operation occurs, the more the benefits flow from such co-
operation.

Therefore, it was a pleasure for my organisation UEAPME (European Association of
Craft/Tradesand Smal and Medium-sized Enterprises) to associate ourselves with
this initiative. The preparation of this report and the planned follow-up are proof that
political decision-makers in Brussals know about the reality of millions of SMEs and
take them into consideration. This will help to build political support for actions to
help SMEs adopt e-business and we are grateful for this.

We are delighted to endorse this initiative and to look forward to both a timely follow
up and to similar initiatives in the future.
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I ntroduction

The use of e-business techniques is often cited as the principa gateway for SMEs to
take greater advantage of opportunities in globa markets. However, many SMEs are
still lagging behind large companies in using the Internet as an efficient business tool.
In order to stimulate usage of the Internet by SMEs, European Member States have
deployed a wide range of policies and instruments and have launched many different
actions and initiatives based on them.

SME engagement with ICT and associated e-business techniques is considered to be
vitd to the achievement of the goa that representatives of the European Union
Member States agreed at the Lisbon summit in March 2000. The agreed aim is to
become the world’s most dynamic and competitive knowledge-based economy by
2010. SMEs play acrucid role in achieving this ambition. There are 19 million SMEs
in the EU and in most EU Member States they make up over 99 % of enterprises.
SMESs generate a substantial share of European GDP and they are a key source of new
jobs as well as afertile breeding ground for entrepreneurship and new business ideas.
It may be seen that there is a very valid concern about the consequences if SMEs
were to miss the opportunities offered by ICT and e-business to raise productivity and
to foster innovation.

The ability of the EU to collectively become a dynamic and competitive knowledge-
based economy is therefore critically dependent on whether SMEs are fully engaged
in this process. This means that European SMEs need to become fully committed to
using e-business and the Internet, supported by ICT as leading-edge business tools.
This widespread use must not be limited to buying and selling over the Internet but
also — and in most cases even more importantly — to reducing their own costs and to
boosting their productivity.

There exists a mgjor opportunity for Member States to learn from each other in the
field of public support to SMEs related to the take up of e-business and ICT. This
process could arguably have been left to the individua initiative of the more
enterprising Member States and regions and would have happened to some degree, in
any event, as technologies advance and usage becomes more commonplace.
However, Member States and the Commission have chosen to take a more co-
ordinated approach to these issues.

In its Communication “Helping SMEs to Go Digital” [COM(2001)136 find], the
European Commission has identified benchmarking as a magor step to further
promote the use of ICT and the Internet by SMEs.

As part of the Go Digitd initiative, the objective of this benchmarking initiative is:

“to describe and benchmark national and regional policies and instruments for the
promotion of e-business for SMEs. This will help Member Sates and regions to
assess their policies and identify best practice on the basis of national experience. It
should also help to identify how European funds and other EU initiatives can
complement regional and national strategies’ .

This benchmarking initiative has received widespread politica support from the
Member States. In May 2001 the Industry Council welcomed the initiative and asked
Member States to actively support it, and he Committee of Regions said that it
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considered the initiative to be a crucial exercise and welcomed the efforts in this
direction.

The ultimate objective of this benchmarking project is to better adapt national and
European policies to promote e-business to the needs of SMEs across the EU, thus
improving their efficiency. As such, thisinitiative is part of a broader policy approach
which is the subject of a continuing dialogue between Member States. This broader
approach to policy development will comprise the following five main steps:

Thefirst step is to obtain a clear picture about the adoption of ICT and e-business
by SMEs. The analysis presented in this report is only a starting point. Further
statistical work will need to be encouraged in order to identify the size and scope
of the problems and issues to be addressed by specific policy initiatives in
support of ICT and e-business by SMEs.

The second step is to benchmark existing policy initiatives in favour of helping
SMEs to go digital against pre-defined criteria. The objective here is to identify
examples of ‘good’ public sector practice in sdected areas. The issue in this
instance is not to prescribe which policies should be adopted, but to set out the
process by which this should be done, by learning from experience.

The third step is to present the results of this benchmarking initiative, including
examples of good practice in policy making in this area to a broader audience of
policy makers. This will be done initialy in a high-level conference in Brussels,
on 20 June 2002.

The fourth step will be to identify a number of quantitative targets to be achieved
through a combination of national and/or European policies, for example in the
areas of awareness and training, and SMEs support services. Such targets should
be adapted to the differing needs of SMEs, possibly resulting in a range of
priorities and policies.

Thefinal step will be to monitor the implementation of the policy targets, on the
basis of agreed indicators. This should result in an “e-business scoreboard” which
should be integrated into the Enterprise Scoreboard, thus measuring the
efficiency of SME policiesin support of e-businessand ICT.

This benchmarking initiative covers primarily the implementation of the first three
steps. The next step will be to agree upon clear, measurable targets and indicators for
an ‘e-business scoreboard’. This objective will be further pursued within the
framework of the eEurope 2005 initiative, which will include e-business and ICT
adoption as mgjor priorities.
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1 Benchmarking e-business policies for SMEs. The
approach

Benchmarking national policies is not an easy task. Not only is there a lack of a
commonly agreed methodology, but it may aso be difficult to compare e-business
policies across borders as they may address different challenges and problems.

In this section, some of the mgjor problems of SMEs in embracing ICT and e
business are further analysed in order to illustrate which policy challenges may derive
from them. In a next step, possible policy actions in response to these challenges will
be presented. From this analysis it follows that specific support actions in favour of
SME may only be considered as partial solutions, complementary to a genera policy
which aims at creating a favourable environment for e-business for all enterprises.

1.1 The problem: the digital divide between large enterprises
and SMEs

At the Lisbon summit in March 2000, the European Union representatives set the
goa of becoming the world's most dynamic and competitive knowledge-based
economy by 2010. To achieve this goa the representatives recognised the need to
promote an ‘Information Society for All’, and to address the issues of the digital
divide in the adoption of Internet and e-business adoption and use.

The statistical evidence currently available points to two main digita divides on e
business issues within European Member States:

The regional digital divide arising from the different rates of progress in e
business development within the EU, generdly perceived as between the
Nordic/Western and the Southern European Member States . While Nordic and
some Western European countries are fast and sophisticated adopters of e-
business — in some cases perceived as the world-wide benchmark — the situation
is entirely different in regions with less developed economies, particularly in
Southern Europe.

The digital divide by company size arising from the significant ‘gaps between
SMEs and larger enterprises in the more advanced forms of eectronic commerce
and particularly in terms of e-business integration and associated skills. This is
st out clearly in the Eurostat “e-commerce and ICT usage by European
enterprises’ survey of 2001".

The effect of the two digita divides is cumulative and gaps therefore tend to widen.
Thus, SMEs in the less advanced countries are likely to become the main focus of
policies to promote ICT and e-business adoption at the EU level. However, it should
be noted that in some Member States the differences between regions are as large as

L This major survey covered SMEs with 10 - 249 employees, in 13 EU Member States plus
Norway (the gross sample was 100,000 enterprises), and reflects the situation in the period
November 2000 and June 2001. It was conducted by Eurostat together with the National
Statistics Institutes and sponsored by DG Enterprise. This covered the adoption of ICT and e-
commerce in al sectors of the economy (except in Germany, where only the retail and
wholesale trade, restaurant and catering sectors were included). The overall response rate
across the Member States was approximately 40%, but this was significantly affected by the
very low response rate of 7% from Germany. The conclusions to be drawn from the German
data should, therefore, be treated with some caution.
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between Member States, thus providing a challenge for the regiona policies of some
Member States.

Table 1 shows the adoption rates of various e-commerce and ICT by SMEs in EU
Member States and Norway. These indicators focus mainly on the adoption of e
commerce models, thus limiting the analysis to buying and selling and making
payments online. Although e-commerce is relatively easy to identify and to measure
as a digtinct activity, one should be careful not to over-emphasise e-commerce.
Enterprises are engaged in e-business in different ways, from buying and selling
online to more sophisticated e-business applications and processes. Therefore, this
table should be used with some caution as an indication for the adoption of e
business. This applies in particular to the use of the Internet as a new distribution
channel.

Table1- SME e-businessadoption ratesin 2001

% of SMEs A |DK| E | FIN|EL| S |UK| D L | NL I | NO
Using ICT 92 | 95 | 91 | 98 | 84 | 96 | 92 | 96 | 90 | 87 | 86 | 93
Having web access 83 [ 86 | 66 | 91 | 54 | 90 | 62 | 82 [ 54 [ 62 | 71 | 73
Having a presenceon | 53 | 62 6 58 | 28 | 67 | 49 | 65 | 39 | 31 9 a7
web via own web site

Having a presenceon| 26 [ NNA | 28 [ NNA | 8 | NA [ 11 | 21 | 13 | NNA| 26 [ N/A
web via third party

web site

Making ecommerce | 14 | 36 9 34 5 31|32 |3 | 18 23| 10 | 43
purchases

Making ecommerce | 11 | 27 6 13 6 11 | 16 | 29 9 22 3 10

sales

Source : European Community survey on e-commerce 2001

Table 1 is based on the Eurostat survey which does not cover micro-enterprises (0-9
employees). The information available for micro-enterprises in general shows even
lower levels of use of ICT and participation in the e-Economy than small and medium
enterprises.

However, micro-enterprises do not lag far behind SMEs when it comes to e
commerce transactions, which suggests that once they have decided to use ICT and
adopt e-commerce they move on more readily to deepening their participation in the
e-Economy.

Other than a dightly dower take-up, the available data for micro-enterprises does not
strongly highlight any significant new policy chalenges separate from those
highlighted by the SME data.

The fact that SMESs lag behind larger enterprises with respect to the take up of ICT
and e-business is a matter of political concern and cals for remedia action. It is
important however to understand what the real policy challenges are behind these
‘gaps and what should be expected from any support actions proposed to address
these challenging issues. In other words, policy actions in support of e-business and
ICT adoption for SMEs should be based on a sound knowledge of the problems to be
tackled in order to maximise their potential benefit to SMEs and to the EU economy
asawhole.

The digital divides described above in part result from the existence of barriers —
perceived and real —which may discourage SMEs from entering the digital economy.
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These barriers potentially exist for al companies, but they affect SMEs more

serioudly than larger enterprises because:

SMEs are often forced to accept market conditions as they find them. They are
not in as strong a position as larger firms to shape them. So long as uncertainties
about the future opportunities and benefits of ICT and e-business adoption
prevail, SMEs will be reluctant to fully embrace the new technologies and
business models.

SMEs often have very limited resources for experimentation; they can not afford
to make expensive mistakes. Although primarily financial, these limitations also
extend to the use of vauable time and management and personnel resource
congtraints.

SMEs often have small and clearly defined ‘niche’ markets, which are restricted
to certain regions and/or certain parts of the value chain. Thus, they may not wish
to enter into globa business via the Internet as this would create expectations
which are difficult to meset, e.g. due to the lack of linguistic skills and logistical
capacity to deliver.

SMEs are often concerned with the integration of their legacy IT systems, which
have become outdated and insufficient to accommodate new functionality. These
legacy systems represent, however, an important investment made by SMEs and
on which they wish to further capitalise by integrating them in new IT solutions

and e-business mode!s.

Againg this general background, it is not surprising that many SMEs are still
sceptical about the wider use of ICT and e-business. The main obstacles as percelved
by micro-enterprises and SMEs are shown in Table 2.

Table 2 — Single most important reason for not using the Internet, by size of

enterprise
% of enterprises
Reason for not using Internet Micro Small Medium
0-9 10-49 50 - 249

No skilled personnel 17 20 16
It would not pay off 18 14 16
Do not trust technology/security 3 2 3
No confidencein regulatory environment 1 1 2
National differencesin consumer protection 0 4 0
Cost of distributing product too high 2 2 0
Customers' accessto Internet isinsufficient 6 9 5
Does not apply to my type of enterprise/product 43 40 40
Don't know/no answer 9 9 18
Total 100 100 100

Source : ENSR (2001), survey 2001, Observatory for European SMEs 20
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From this analysisit can be concluded that:

Micro-enterprises (0-9 employees) and small enterprises (10-49 employees)
share, in general, the same problems as medium sized enterprises (50
249 employees).

The most important factors impeding SMEs of dl sizes from going digita is the
widespread conviction that e-commerce is not applicable to their type of products
or services and the lack of perceived commercial benefit. This very high
percentage is indeed striking and may be explained by the survey’s focus on e
commerce rather than e-business. While the validity of those concerns remains an
open question, they suggest, however, that it may be unredistic to believe that all
SMEs have a commercial interest in trading on-line.

ICT skills gaps seem to be more important for small enterprises (10-49) than for
micro- and medium sized enterprises. A possible explanation of this difference is
that small enterprises start using more sophisticated applications of ICT and e
business, while the micro-enterprises may content themselves with first steps in
ICT usage, eg. Internet access and smple Web presence, and most of the
medium-sized enterprises are probably already advanced e-business adopters.

National differences in consumer protection legidation apparently more
adversaly affect small enterprises (10-49) rather than micro- and medium sized
enterprises. This may reflect the fact that most micro-enterprises are not engaged
to the same extent in cross-border trading, whereas medium sized enterprises are
more likely to have the resources to deal with the lega issues arising.

These findings confirm that there are sill a number of important barriers, in e
business and ICT adoption that may be considered for policy actions. These perceived
barriers differ in the various Member States and they tend to change over time as
SMEs mature in their levels of sophistication in using e-business practices and ICT.

1.2 Thechallenge: How to help SMEsto go digital?

The perceived barriers set out in the previous section confirm that SMEs are facing
specific problems in fully embracing the opportunities offered by ICT and e-business.
This, however, does not necessarily imply that specific actions in support of SMEs
are best suited to address these problems. SMEs benefit in particular from a reliable,
stable and open business environment, which encourages all companies to adopt e-
business practices. This has the effect of lowering market access barriers and the
corresponding costs and risks of IT investment. The problems of SMEs cannot be
addressed in isolation. Aswith larger enterprises, SMES would benefit from:

A stable legal and regulatory framework; in particular for cross-border trading.
Such a framework should balance the needs of suppliers and consumers and
provide accessible and affordable aternative dispute resolution mechanisms
(ADRs).

Further liberalisation of the telecommunications supply; liberaisation has the
effect of lowering prices for Internet access which in itself underpins the adoption
of e-commerce.

Inter-operable ICT solutions; these will increase the likelihood that e-commerce
via the Internet will be able to avoid the exclusivity often associated with
Electronic Data Interchange (EDI) and thus promote its wider adoption.
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Increased use of ICT by governments, more sophisticated and widespread use of
e-based services and ICT by national, regional and local governments would
create an incentive for many enterprises to step into the e-business world. In
addition, this would provide a mechanism by which firms could reduce their
administrative overheads.

Easier access to finance; many traditional finance providers are wary of lending
against ‘unproven’ and therefore higher risk business strategies and ideas. In
most cases e-business is seen as an ‘unknown’ discipline, although there is a
growing cadre of professiona investors who actively seek out e-business and
other knowledge-based economy type firms. Typicaly these are some of the
more forward thinking venture capitalists, managers of new technology based
funds, business angels and, increasingly, corporate investors. Much of the day-to-
day funding for SMEs tends however to be through commercial banks who
remain some of the most conservative investors.

At both European and nationa level, many of the necessary steps have been taken to
address these fundamenta policy issues. The lega framework for e-commerce has
been widdly established and the telecommunication markets are being rapidly
liberalised across Europe. The eEurope initiative provides the framework to foster e-
applications in many areas of public interest. In this context, e-government has been
identified as a key priority, followed up by a series of actions to promote e
procurement and other public services delivered online. In addition, the question of
venture capital has been properly addressed and actions have been launched to
facilitate the access to funding for SMEs.

Yet, in spite of these “horizontal” policy actions, SMEs are till seen to lag behind
larger enterprises, thus suggesting a politica chalenge. SMEs lag behind in
integrating ICT and e-business, even though SMEs are considered to be more flexible
in their internal organisation than larger companies and they should, potentialy, be
able to adapt to changing market conditions more quickly and efficiently. The
satistica evidence shows, however, a pattern across EU Member States that in
genera the smaller the enterpriseis, the less it uses ICT.

This report is not intended to analyse the precise form of a more specific SME-
focused response to address the digital divide. As confirmed by the first phase of this
benchmarking initiative, Member States are generally following a relatively pro-
active approach in helping SMES to go digital, as demonstrated by the great number
of specific actionsin thisfield®. The key issue in this report is to identify what can be
learnt from these regional and national policy initiatives to maximise the potentia
positive effects of specific actions in support of the take-up of ICT and e-business by
SMEs.

The response to this question has, however, to be tempered by a clear understanding
of the limits of when public policy support measures are needed and what can be
achieved by them in general, so as not to overstate the achievements of public
support.

Firgly, the main responsibility for SMEs going digital lies with the SMEs
themselves. Individual entrepreneurs must make their own decisions about what
is needed and what is appropriate in their own business. In this field, as in other
areas, the role of support services from the private sector is seen as much more
important than public support. Public support is not the decisive factor in this
respect. Public sector policies should not result in market intervention, competing

? Benchmarking national and regional e-business policies: Synthesis report (February 2002)
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with services offered by the private sector, but should be based on an anaysis of
identified market failures.

Secondly, it would be unreasonable to expect that every SME in Europe would
want, or be able to find, profitable opportunities to benefit from e-business. In
other words: the target benchmark should not be seen as 100%.

Thirdly, there are signs of “efatigue’. After the dramatic collapse of many
dot.com based businesses, SMEs will now only be convinced by robust business
cases for investment, based on real expectations of profitability and underpinned
by sound technologies. They will no longer respond to messages that convey only
fear, for example that they face a choice between “being in e-business or out of
business altogether”.

There is strong evidence that some Member States have launched very promising
policies aimed at helping SMES to make better use ICT and the Internet as a business
tool. Although it is difficult to prove, at this stage, which impact these policies had on
the performance of SMEs, most of them can be found in Member States with a high
adoption rate of ICT and e-business. It could be argued that some Member States pay
greater attention to the specific needs of SMEs and are more successful in addressing
them than others. In this respect, by drawing out good practice across the EU Member
States this benchmarking initiative may contribute to a better dissemination of good
practice, to areflection and to the generation of new, improved policies in the area of
e-business and ICT adoption.

1.3 The benchmarking criteria: how to learn from *best”
policies?

As part of this benchmarking process, more than 150 regiona and national policy
initiatives which aim to support the take-up of ICT and e-business by SMEs have
been identified. As was expected, these policies are very diverse, given the differing
policy needs in the different Member States and regions. What is seen as an
appropriate policy for a specific country or region may be entirely inappropriate in
another environment with different challenges and needs. This diversity provides
policy makers with a choice of many different solutions and thus with the possibility
of learning from the experiences of others. In this sense, benchmarking, the
framework within which this learning can occur, has been identified as playing a
crucia role in formulating the policy response.

The aim of this benchmarking initiative is to identify examples of well defined e
business policies, with clear targets and adequate implementation mechanisms., and
to analyse such palicies with a view to stimulating the generation and cross-flow of
new ideas by policy makers, adapted to the specific context of their own countries or
regions. This initiative does not seek to assess the impact of these policies on the
performance of SMEs related to the adoption of e-business, as it is argued that
optimally designed policies, taking into account the different needs and constraints,
yield the best results in practice. An analysis of these policies, is intended to
disseminate knowledge about how and why particular policies are appropriate for
particular needs. This should help national and EU policy makers to better design

their respective policies and to follow positive, tested examples wherever possible
and relevant.
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In this sense, this benchmarking project has to be seen as a first step to promote the
idea of basing SME policies on clear, rationa, reaistic and measurable targets. With
these factors built in from the start, this should ultimately improve their effectiveness
in measurable terms as the policies mature.

Moreover, the e-business policy domain has only recently reached the level of
maturity that benchmarking necessitates. It is true that at the beginning of the e-
commerce and e-business revolution approximately five years ago, there was
excessive ‘hype’ in the market and governments tended to react by trying to pre-empt
potential market failures. Not surprisingly, most public initiatives in support of e
business for SMEs at that time resulted from imitating other more advanced countries
in this domain, without a sound analysis of the particular needs and challenges facing
SMEsin the target country or region.

To steer the benchmarking project and to ensure that an EU-wide view was given, the
“E-Business Policy Group’, (“EBPG”), a group consisting of high-level
representatives from al EU Member States and Norway and chaired by the European
Commission (Enterprise Directorate General) was established. The benchmarking of

policies is a difficult and challenging task, taking into account the difficulties in

arriving at a commonly agreed methodology and the practical problems encountered
in obtaining relevant information about existing policy initiatives at different levelsin

order to facilitate a stringent assessment based on pre-defined criteria. The EBPG has
contributed substantially to both challenges in the best ways possible, resulting in a
broad consensus about which criteria should be applied and which policy initiatives
should be considered as examples of good practice in policy making.

The benchmarking criteria used to identify examples of good policiesin the area of e-
business and ICT were related to the policy-making process set out in the diagram
below:

Figurel - A simplified model of the policy making process
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These factors were applied to policies under review, aimed at the promotion of ICT
and e-business for SMEs. The application of these factors resulted in development of
the following six benchmarking criteria:

First benchmarking criterion : The policy rationale
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It iswiddly acknowledged that SMEs face many different challenges and pressuresin
al areas of business, not only in e-business. However this broad statement is not
enough of areason to help SMEs : the case for such assistance should be specific and
well defined. It is therefore very important for public administrations to attach
sufficient importance to the need for a clear rationale. Specia programmes should
only be adopted to the extent that there is a particular rationale for doing so and in
many cases these are in the form of market or systemic failures. In the case of e
business and ICT adoption the rationale is clear, i.e. the importance of SMES going
digital is seen to correspond to the economic competitiveness of the Member States or
region and, collectively, to the competitiveness of the EU economy as awhole.

Some of the more important benefits of providing a reasoned rationale include:

- Encouraging the distillation of thoughts and arguments about policies.

- Providing a vehicle for persuading peers and the approving authority of a
proposa's merit.

- Acting as an overall management tool for regulating activities over the life of
a programme or project.

- Providing a document which will form part of the audit path showing the
purpose for which public funds were originally requested and approved.

It is for these reasons that well developed policies must have a clearly defined and
robust rationale. The main focus of the rationale normally consists of setting out the
problems identified in the first step to allow further discussion and responses from
stakeholders. Advice should be sought on the validity and formulation of the rationale
early in the process of programme specification, so that the statement being put
forward for approval is as well researched and robust as possible.

In order to set out why intervention is seen as needed, it is important to have evidence
of a market failure within the target group, and that without intervention this group
would in some way be disadvantaged. In the case of policies attempting to promote
the use of e-businessby SMEs the rationale is clear. The importance of SMEs to the
EU economy means that the Lisbon objective, of making Europe the most dynamic
and competitive knowledge based economy in the world by 2010, cannot be achieved
without the full engagement of SMEs in the digital economy; and the statistical
evidence often supports this view. Any policies which aim to further these important
economic goals may be seen as being in line with EU policies which are strongly
supported by the Member States.

Second benchmarking criterion : Definition of realistic and clear
targets

A well-developed policy will incorporate targets which will permit the impact of the
policy to be measured, so that value obtained in return for the public expenditure may
be assessed. The targets will often need to be consistent with overarching national
targets which have aready been set, for example that all businesses will be on-line by
2005. Clear, measurable targets are a good way of providing accountability and are
necessary for enabling evaluation of a policy after its completion, to identify success.

It is important to ensure that the targets are measurable, achievable and relevant to
each specific policy instrument. One should avoid generic targets, such as, for
example, to increase the number of SMEs with access to the Internet. It may be
difficult to prove to what extend e-business policies have contributed to this, taking
into account the technologica evolution and business cycles which advance alongside
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the policy actions. It is a clear principle that, as far as possible, targets should be
related directly to the outcome of the programme and hence the underlying policy.

This is therefore probably one of the most difficult criteria to achieve for e-business
policies. It is relatively easy to set quantitative targets for e-business, such as the
number of SMES with Internet access or web sites but it might be less easy to assess
the depth of their use of e-commerce models, or the integration of e-business aong
their value chain. The risk is that one measures what is easy to measure instead of
what is important. There are very few current indicators which really reflect the
extent of transformation of SMES to true e-businesses.

Third benchmarking criterion : Implementation

Typicaly, the formulation of successful policies must include consideration of how
the policy will be implemented. As well as considering how implementation will take
place, it needs to ideally have an implementation plan developed before the
programme is launched. If there is no efficient handling mechanism in place before
the programme is promoted, it can discredit the rationale and benefits amost before
the programme gets under way.

An adequate policy delivery should ensure sufficient human and financial resources
to meet the objectives of the policy. Successful policy delivery does not necessarily
have to be undertaken by the public sector alone; public-private partnerships can be
an effective means of achieving policy objectives, providing that public
administrations stay in control of the process at all times.

Fourth benchmarking criterion : Flexibility and adaptability

Flexibility is an important aspect of the policy making cycle as it needs to be able to
respond to the changing economic, technical and market circumstances, particularly
in a dynamic environment such as e-business, where policy needs are changing
rapidly over time. There should aso be sufficient flexibility in the content and
operation of the programme to be able to adjust to these changing needs during its
lifetime. Ensuring that the policy loop is flexible enables adjustments to be made in
the original rationale if necessary.

Protracted procedures for policy formulation, or the dynamic nature of the digital
economy may, for example, mean that many policies may be well on their way to
being outdated before they are fully implemented. There is in particular a need for
flexibility and adaptability in awareness raising actions as the perceived obstacles to
the adoption of e-business have varied over time.

For example, the fact that the take-up of e-commerce by SMEs has been slower than
expected and that many enterprises appear to focus their attention on other aspects of
e-business than buying and sdlling online, require governments to review their policy
objectives. In short, flexibility and adaptability may be necessary in restating the
rationale for a policy and also lead to changing targets, the means of deivery, the
means of communication and the methods of evaluation.

Fifth benchmarking criterion : Communication

Appropriate communication of policies is paramount to the successful
implementation of programmes and gives transparency to public policy intervention.
In any democracy, the availability of information is an important condition, and helps
governments to form effective partnerships with businesses and citizens.

11



Benchmarking national and regional e-business policies for SMEs

Communication obviously needs to be adapted to the different target audiences.
Users, for example, need to know about how to take up the benefits of an initiative
and intermediaries need to know how to advise SMEs on the most effective ways in
which to capitaise on initiatives. Policy-makers also need to be informed about
developments in the implementation of the policy and how it has been adapted to
changing circumstances.

In the specific fiedld of ICT and e-business, policies aiming at a wider use of these
technologies and business tools, are themsalves demonstrably using them as widely
as possible. This means that the communication of e-business policies should as far as
possible also be available on-line, and the use of such channels can themselves serve
as a practica example and an inspiration to those close to being convinced of the
benefits of entering the digital economy. There may, however, remain a need to use
off-line communication channels in order to reach the target audience, particularly
those who are more sceptical of the benefits of using the Internet, or who lack the
skills or the means to do so. It would be counter-productive if the means used to
promote e-business and ICT use were seen to perpetuate the digital divide.

Sixth benchmarking criterion : Evaluation of the results

Public administrations and agencies are under increasing pressure to improve their
performance and demonstrate the effectiveness of their actions. Evaluation is a key
tool in helping organisations to learn how to improve, while providing accountability
to government and the eectorate. An evaluation may be used as an instrument to
generate focused, timely and reliable information to support decison-making; it is
often essentiad in many policy areas, where there are no market-based feedback
mechanisms.

An evauation exercise can be performed during the policy life-cycle and the different
types are generdly referred to as ‘intermediate€ and “ex post’ evauations.
Evduations both during and after the life of the initiative should take place using the
pre-defined targets of the initiative. During the life of the programme (intermediate),
an evaluation should provide the basis for assessing whether or not corrective action
is needed to achieve the overall targets or whether or not the targets, or even the
policy objectives themselves should be changed to achieve the required results. An ex
post evaluation will establish whether the policy aims and targets were achieved, i.e.
whether the policy has been successful.

According to an OECD report on SME palicies, the following recommendations
serve as a useful guide for improvement in evaluation of SME-policies in Member
States covered by OECD:

- The evauation methodology should be designed at the same time as the
policy and the programme.

- Evaluation should be user-oriented, serving the information needs of the
different groups of interested parties (participants, policy makers, the public,
etc.).

- EBEvauations should use a number of methods to satisfy different information
needs.

- Thereis a need to ensure that the take-up of evaluation results reaches the
adequate level of policy and decision-making.
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This means that, in particular, the results of programmes should be widdy
disseminated by eectronic means in order to define and promote best practice. It also
means that the reports arisng from such programmes, particularly where it is
acknowledged that there is an intention to share best practice and learn from others,
should focus on the practical lessons to be learned, so that policy makers can bein no
doubt of the potential benefits arising from the conclusions.

These six benchmarking criteria were used to assess al the identified policies, based
on guidance and input from the Member States' experts and the national, regional and
local programme managers responsible for the initiatives. In cases where the
information available was not sufficient to reasonably assess the relevant policies,
and further information was not forthcoming after repeated requests, they were not
considered further. Inevitably, this report cannot clam to have identified and
analysed every single relevant policy in every Member State.

Potential candidate policies for short listing were investigated through follow up
research and, where necessary, discussion with the initiators of the policies. In
particular, for each policy it was necessary to establish why it could potentialy be
regarded as an example of a good practice and what key lessons could be learnt from
this palicy. It is worth, however, restating that this selection process was conducted
within defined parameters. Further analysis was undertaken only on those policies
which passed the first “hurdlie’ of the benchmarking exercise using the six criteria
agreed with the EBPG.

The results of this benchmarking study are presented in the next section, along with
some genera lessons for policy makers in the arena of ICT and e-business which can
be learnt from the assessment of the policy initiatives. The final selection of examples
for good governmental practice in support of e-business for SMEs took account of
their fit with the benchmark criteria and the potentia for others to learn lessons from
the success story. Therefore, they represent interesting examples for policies in EU
Member States which are designed to help SMEs to go digital, and which are based
on a well-defined rationale, with clear targets and implemented in a flexible and
effective manner. This is encouraging in view of further sustaining the Lisbon
objective of becoming, by the year 2010, the most dynamic and innovative
knowledge-based economy of the world.
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2 Benchmarking e-business policies for SMEs. The
results

The principa objective of this report is to identify examples of good practice in
specific measures that support the adoption of ICT and e-business by SMEs. This
raises the important question of which, out of a broad portfolio of business support
policiesin this area, should be considered as instrumental for this specific purpose. It
was agreed that the analysis should only include ICT and e-business policies that
have a demonstrably clear SME focus. Furthermore, the analysis concentrated on the
policy level, excluding actions taken at a project level, which more specifically relate
to implementation of policy actions. Altogether, over the course of the benchmarking
exercise, information was collected on more than 100 relevant examples of local,
regional and national measures which form the basis of the anaysis.

The policies referred to in this section provide the ‘best fit' to the benchmarking
criteria which were established. They therefore constitute, within the definitions
adopted by the Commission and the EBPG, good policy practices, from which
lessons may be derived. The find list was drawn up from 19 policies that scored
highly in the benchmarking exercise and for which further information could be
collected in order to make interesting and comprehensive case studies.

In order to aid clarification, four headings have adopted for policies identified in this
benchmarking exercises E-business framework policies, E-business awareness
raising and training policies, E-business support networks for SMES; and Helping
SMEsto use Internet platforms.

For each of these headings further anadysis is provided according to the
benchmarking criteria (rationale, targets, implementation, flexibility and adaptability,
communication and evaluation).

2.1 E-businessframework policies

Some Member States have devised broad national umbrella policies to address the
issue of promoting the use and benefits of e-business for SMEs. Such framework
policies often set clear and ambitious targets and establish policy co-ordination
mechanisms to ensure that the various component initiatives are serving common
goas. They cover a broad spectrum of initiatives, from awareness actions, to
establishing SME support networks and providing consultancy and customised
servicesto SMEs. These policies, often mgor government responses, have in most
cases a strong political prominence with the ambition of influencing policy across the
whole of acountry or aregion and therefore on the overall economy.

In the past, framework policies have developed around important issues such as
quality, productivity and automation. It is a mark of the recognition given to the
likely effects of e-business that several European Member States have created
framework policies around the subject. Such policies often have substantial budgets
and extensve publicity programmes, reflecting the high political priority and
visibility which is given to them.

Framework policies are typified by being both horizontal and vertical in concept, with
a strong centra strategy and message addressing a variety of needs. They are
horizontal in the sense that they usualy cover most business sectors and bridge
between education, business and the citizen. They are vertical in the sense that they
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impact upon primary, secondary and higher education and as well as in the workplace
in the form of training and up-skilling initiatives.

In some cases, framework policies go as far as offering tax incentives and providing
financial support in the form of grants or loans, for example to purchase or upgrade
hardware. In others, they mainly serve as a co-ordination mechanism among different
initiatives or to develop common strategies in support of ICT and e-business.

Examples of good practicein the area of framework policies:

UK —UK online for businessisagovernment/industry partnership which consists of
arange of initiatives which aim to raise business awareness of the potential benefits
of e-business and to provide advice and support for the adoption and use of ICT. The
overal target for the programme is to make the UK the best place in the world for e-
commerce by 2004, as measured by the cost of Internet access and the extent of B2B
and B2C transactions that are conducted on electronic networks. The different
dements of the programme al have their own “SMART” (Specific, Measurable,
Achievable, Redlitic, Timed) targets.

Greece—thee-businessforum is a framework policy that provides a constant, open
and broad consultation mechanism on e-business palicies, involving the state, the
business community and academia. The aim of this continuous three-way dialogue is
to provide a mechanism for the exchange of opinions, ideas and expertise, in order to
understand better the real needs of SMEs, to identify market failures and suggest
concrete policy recommendations to resolve them.

Norway —theVeRDI programme is a framework policy in the broadest sense as it
extends from awareness raising, promoting joint measures and infrastructure,
providing knowledge and professiona development and specia projects to provide
direct consultancy support. The overal am of the programme is to strengthen SME
competitiveness and profitability through increased awareness and use of e-based
systems and technologies.

The Netherlands— The Netherlands Go Digital programme offers a combination of
support for the use of independent advisors and a variety of information channels
ranging from individual business attendance at workshops to working through trade
bodies to encourage sectoral participation. As with most framework policies, the
broad aim of the programme is to stimulate the use of e-business in order to position
Dutch firms further up the e-business ladder. There is also awider aim of developing
the Netherlands into a leading position in the digital economy.

Spain — Catalunya on the Net provides a far-reaching regiona plan to stimulate
business adoption of e-business and to encourage the development of companies who
produce products and services for e-business. Organisationaly, the programme is
aso far reaching in that it incorporates al local municipaities and government
divisonsin Catalunya.

Framework policies have been identified in six Member States and include Northern
and Southern countries. Framework policies in the Southern countries are mainly
structured to fit with the country strategies in place through the use of the Structural
Funds and the eEurope initiative. All the policies are of long duration, typicaly 3+
years, with a defined committed budget for implementation.

The strong central strategies which typically underpin framework policies, backed up
by substantial political and financial commitment, often lead to very diverse
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programmes which at best could be considered comprehensive, but at worst may be
confusing to users. They therefore need to have clear content, deliverables, benefits
and time scales so as to avoid potentia confusion from users. The policy makers and
those who are used to deliver the resulting programmes need to be clear on where the
boundaries lie between the different initiatives so as to avoid duplication and dual
funding.

Focusing on the benchmarking criteria, the consultation strategies which set out the
needs depended heavily on the type of policy in place, for example, in the case of UK
online for business and the Netherlands Go Digita, both large scale national umbrella
programmes, substantial surveys were used in order to judge the needs of SMEs and
consultation continues through the life of the programme. Similarly positive, the
structure of the Greek e-business forum analyses meant the various issues arising,
based on open didogue and consultation with the different stakeholders. The
recommendations made are a result of the consensus building process and therefore
have a wide range of support. The e-business forum, having an overall view of
activities in the ICT and e-business field, enables co-ordination between such
activities.

All the good examples of framework policies have policy rationaes in place and are
generdly well defined. The targets for the policies are broad, a feature which is
necessary as framework policies are often implemented through smaller programmes
and projects that are more likely to have specific aims and objectives. Nevertheless, it
is important that these programmes should have clear targets in order that their
effectiveness, achievements and value for money can be assessed. The diversity of
their component initiatives means that these programmes can be a rich source of
information about what works best in different circumstances.

Some examples of the types of targets set at the framework level are:

Netherlands Go Digita: Two-thirds of SMEs should have an Internet presence
and should conduct business transactions via the Internet.

E-business forum in Greece: Broadening dialogue with stakeholders, suggesting
policy recommendations, linking initiatives to the international agenda.

VeRDI (Norway): participating SMEs to develop and execute e-strategies
through using an advanced el ectronic toolbox available through the Internet.

UK online for business: The target is to make the UK the best place in the world
for e-commerce by 2004, as measured by the cost of Internet access and the
extent of B2B and B2C transactions that are conducted on electronic networks.
Individual initiatives within the programme have their own detailed targets.

The framework policies identified showed some common factors in their policy
delivery. In most cases this tended to gpply to the range of actions taken: publicity,
advice, demondtration, etc. Some programmes appeared to make more formal
arrangements to network with agencies such as chambers of commerce and loca
authorities, whereas others tend to base contact on general promotion rather than
direct participation. Although each has its merits, the multiplier effects of outreach to
businesses through intermediaries can stimulate more focused interest from sectoral
groups and specialist trade members.

Flexibility in the framework policies is most likely to be introduced as a result of an
evaluation, and evaluation is an area where these policies have proved to be strong,
with four policies of the cited good examples involving formal evaluation practices
which test the origina rationale for intervention.
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2.2 E-businessawarenessraising and training

The owners of SMEs are often focused on the day to day operations of their business
and lack the time to understand how new technologies work and the benefits which
they can bring. Moreover, many of them are not convinced about the applicability of
e-business to their type of products or services, while they aso fail to perceive the
commercial benefits from going digital.

SMEs often have difficulty finding appropriate sources of business advice and
information, as SMEs in particular need to feel comfortable that the information and
advice they receive isindependent. In addition, SMEs face particular difficulties with
regards to e-business skill shortages, which are considered to be one of the mgjor
inhibitors to the adoption of e-business. Most Member States recognise this need and
have launched initiatives to enable SMES to acquire, or to continuously adapt, their e-
business sKills, through direct training, e.g. targeted seminars for SMEs, traineeship
programmes, €tc.

The policies identified under this area do not include generic measures to promote
ICT and e-business sKills, but rather specific initiatives addressing in particular the
needs of SMEs. The European Commission (Enterprise Directorate Genera) is
currently tackling this very broad and interesting area through an “ICT Skills
Monitoring Group” that is analysing and monitoring the demand for ICT and e
business skills, as well as the supply of a suitably skilled workforce in Europe.

Awareness raising is the most popular focus area for e-business policy activity, with
the highest number of identified programmes or initiatives. Thisis not surprising, as it
is dways necessary as a starting point to inform and engage potentia participants
about the challenges and opportunities offered by ICT and e-business before seeking
to engage them in more sophisticated activities. Even in Finland where they have the
highest rates for both ICT use and web access amongst SMEs (98% and 90%
respectively) it is dill perceived as important to raise awareness among micro-
enterprises.

The policies identified in this study cover the 15 EU member States and ranged from
large nation-wide campaigns with national prizes to localised schemes helping
business communities to take advantage of new technologies in their businesses. The
large, general awareness raising activities covered a wide range of topics and used
different methodologies to reach their respective audiences.
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Examples of good practice in the area of e-business awareness and training
policies:

Finland — eAskel was developed by the Ministry of Trade and Industry in order to
enhance e-business all over Finland, the goa of eASKEL is to increase SME
management competencies in strategic e-business development, redise profitable e-
business opportunities, identify core development needs for e-business, and to
produce a development plan for participating companies. To achieve these objectives,
private consultants take between 2 and 5 days to anayse each of the participating
companies and develop appropriate tailor-made action plans.

UK/Scotland - First Steps Workshop Series is a programme of 4 haf-day
workshops to help companies exploit the potential of the Internet and electronic
commerce. It is organised by Scottish Enterprise.  The programme addresses the
goals of the ‘Connecting Scotland strategy’ and therefore forms part of a more wide-
ranging strategy for further devel oping an e-Economy in Scotland.

Austria - Ecaustria (‘Let’s e-biz') is a web-based information source and online
communication platform set up by the Federd Ministry for Economy and Labour and
the Austrian chamber of commerce. Ecaustriawas created as an element of the "Let's
e-biz" project, which is the main communication venue for the overarching initiative
"e-businessin a new economy” of the Ministry.

Sweden - SVEA ams to raise awareness amongst SMEs of the commercia
possibilities of e-commerce and how e-business can be used in different parts of the
business process. SVEA focuses on SMEs that have no previous contact with e-
business and are characterised by low IT knowledge.

Germany — the B-online project, based in Lower Saxony, makes extensive use of
chambers of commerce and Trade to provide local access points across the state.
Working at this ‘hands-on’ level gives closer access to businesses and establishes
their problems and issues in adopting e-business. Contact is mainly through
information events and neutral (non-1T sales) consultation.

Focusing on the benchmarking criteria and policy-making procedures that have been
put in place, it is clear that a very high number of the awareness raising and training
policies have taken SME needs into account at the outset. A mixture of methods has
been used in order to consult with the target SMEs for the programmes. Some of the
more sophisticated and better-documented policies used large-scale surveys of SMES,
combined with an ongoing consultation with the target group. Another method
employed was to combine a large-scale survey with the results of a previous pilot
scheme (or evduation). There is no particular pattern to these findings and it would
not be true to say that the larger the scheme, the better the consultation process.

Looking across al the national, regional and local policies identified, a higher
proportion of loca policies showed evidence of more sophisticated methods for
determining the needs of SMES. However it is a more straightforward task to define
methods for taking account of users needs when target groups are smaller and needs
therefore more specific. Some of the schemes relied upon representative bodies to
provide the initial consultation into the policy making process. It would be interesting
to note whether such schemes are as effective as those that involve rea end users are.
Another interesting outcome would be to look a whether there is a genuine
correlation between the design process and the evaluation.
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The policy rationale usually states the necessity for government intervention and the
general aims of the programme. Around half of the awareness raising and training
policies stated policy rationaes and gave evidence of their existence. The mgjority of
these rationales were either presented in the original proposal for funding or in formal
project papers. They were not necessarily based on evidence collected for the
particular policy under review. Often, the country or region used data aready in
existence or commissioned a survey to answer a number of separate questions on
different policy issues that may relate to economic issues as well as lack of
awareness. Few policies presented here gave detailed information on the focus of
their rationale. Policies that have an informal rationale have mostly indicated that
there was nevertheless a consultation process in place when deciding to fund the
policy.

Awareness and training schemes identified contained a mixture of both quantitative
and qualitative targets. The quantitative targets ranged from the basic counting of the
number of SMEs involved and the number of case studies identified to the more
subjective number of jobs created. The quditative targets included, for example,
measures such as making information easier to understand and more accessible to
SMES, increasing the competence levels of SME managers and stimulating e-business
usage in companies. Where targets were harder to define were in the case of policies
with measures that included prizes and awards, and guides/publications.

The initiative UK/Scotland - First Steps Workshop Series provides a good example
for setting measurable targets in this domain. While genera targets for the
participation of SMEs in e-business had been set at national level, determining
metrics and appropriate targets at regional level was left to the regiona policy
makers. Scottish enterprise faced this challenge by restricting their targets to
outcomes that can be directly attributed to this initiative. This became a continuous
effort and they work increasingly with partners and intermediaries to develop metrics
and targets to measure the effectiveness of their strategies.

Well over half the awareness and training policies analysed stated the existence of an
implementation plan and adequate resources in place to deliver the policy.
Information on the actua policy delivery was less well defined in the mgjority of the
policies. Programmes that relied upon external contractors to deliver their services
were the most well defined and those schemes tended to be in the more Northern
European Member States (UK, NL, A, DK, SE, FIN); there were very few awareness
schemes identified in Southern Europe per se. Another model implemented widely
was the use of an external contractor to work in partnership either with the
government or severa related agencies.

Flexibility is an important aspect of a policy focused on awareness and training, as
the programmes will need to respond to the changing needs of SMEs as they become
more mature in their awareness and training needs and market conditions. Most of
the policies followed the same type of procedure in order to adapt to change, which
was to use a combination of feedback mechanisms from the target audience and
formal consultation. The smplest way was to have on going surveys that ook to the
users of the programme to see how effective it is and what new types of services
would be appropriate. These can then be implemented accordingly within the flexible
policy framework. Examples of policies that use this approach include ‘let’s ebiz and
‘telefit’ from Austria. The Finnish ‘eASKEL’ programme uses a mechanism of
product development days where the consultants and product managers are invited to
give feedback on how the programme can be better suited to the needs of the SMEs
involved. SVEA, a Swedish awareness raising programme, uses its local networking
partners as a mechanism for feeding potential changes into the system.
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The awareness raising schemes can capture an audience of SMEs with no or limited
exposure to doing e-business. Once they have their captive audience, the schemes
have the opportunity to adapt to the changing needs of the SMEs as they become
more sophisticated users. In prizes and awards for example, many of the policies
covered respond by keeping a close eye on the market or the general economic
climate and adapt their prize categories to take account of changing circumstances.

The communication of awareness policies is paramount to the successful
implementation of programmes and gives transparency to public policy intervention.
This is particularly pertinent in the case of awareness raising policies that have the
objective of increasing the awareness profile of the advantages of e-business. The
majority of the policies rely heavily on the web in order to communicate their
message, but other more conventional mechanisms have been identified in many of
the policies. These mechanisms include, leaflets, presentations at conferences and
widespread mail shots indicating the continuing importance of offline materials in
order to relay the message — this is to some degree evidenced by the number of web-
based suppliers who continue to advertise their presence through other media such as
press, TV and radio.

The need for wider promotion leads on to the examples of more sophisticated PR
campaigns. For example, SVEA, the Swedish awareness and training initiative, has
employed a part-time communications expert to deiver the message. There is
widespread evidence that policies use some of the more traditional media channels
for delivering their key messages and that loca and regiona networks are key
mechanisms for targeting SMESs.

Just under haf of the policies investigated indicated that there was a formal
evaluation undertaken. Some of the evaluations were ad hoc and externa to the
programme, while others were pre-planned. The evaluations presented were mainly
intermediate. Thisis presumably because the programmes were all still running at the
time of the review. The ones that indicated they were evauating at the end of the
programme aso identified specific evaluation criteria that would be used for
measuring the successful outcome of the programme.

As a general remark, the main role of awareness raising policies isto help SMEs to
see and make the business case by measuring and clearly communicating the
potential e-business benefits. In the past, many awareness policies have relied on
general statements about the benefits of e-business adoption. However, after the
failure of many e-business models there are nowadays increasing facts and figures to
offer to quantify those benefits. Awareness campaigns should communicate hard facts
and figures on the economic impact of e-business to European SMES, even to the
level of, for example, typica cost reductions on introducing online ordering,
inventory and invoice processing.
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2.3 E-business support networksfor SMEs

SMEs in EU Member States have access to a number of business organisations, such
as chambers of commerce and professional ingtitutions. Although these organisations
are skilled at representing the interests of SMEs, for example in political lobbying
and trade negotiations, few have the financial or human resource capacity to truly act
as intermediaries in the introduction of new technologies and innovative business
management solutions. In order to address this issue, many Member States tackle the
chalenge by establishing SME business support networks that typicaly am to
provide targeted knowledge and practica assistanceto SMEs in the various stages of
their effort to adopt concepts such as e-business. Such support is often on a part-
funded basis.

There are various types of support networks of this nature in operation across the
Member States. These include extending the work of existing organisations such as
chambers of commerce, state ministries, public/private partnerships (more prevalent
in the Northern Member States) or using trade/ professional associations to deliver on
a specific contract basis. SME interactions in these situations may be on a one to one
basis, or consist of a group of like-minded entities, or clusters of firms. There are a
number of networks that are termed ‘competence centres, where specific techniques
or technologies are focused on the benefit primarily of SMEs. Good examples of
competence centres exist in Denmark, Germany, Greece, Portugal and the UK.

Both specialist and genera business support networks are a classic way of providing
assistance at Member State level. General business support networks are aready
largely embedded in the internal infrastructure of al Member States. Creating or
adding new speciaist services which extend the range of general business support -
such as those promoting e-business - are therefore readily accepted by SMEs and
their respective service providers in the regions. In some cases the costs of adding
these speciaist services may be offset by using existing buildings, staff, databases,
etc. Policies that are successful in promoting network development need to take a
broad, well co-ordinated strategic approach based on demand, and ideally combining
public procurement in tandem with measures targeted at SMES to encourage their use.

The SME support network policies that have been identified during the benchmarking
phase of this study, cover 14 countries and also include a number of regional
networks, one of which from Denmark has been identified as a good practice policy.

Examples of good practice in the area of promoting SME support networks

Ireland — The PRISM 11 initiative is managed by the chambers of commerce of
Ireland (CCl). Running from 2000 to 2002, the primary aim of the project is “e-
commerce capacity-building with SMES’. PRISM 1l is an example of a partnership
between public and private sectors with the project being implemented by an SME
representative body (CCl).

Germany — Network of e-business centres. The e-commerce competence centres
have been set up by the German Ministry of Economy and Technology in order to
support SMEs as well as crafts businesses with the adoption and usage of the
Internet. It is particularly characterised by its tailoring to the needs of SMEs, its
integration of different measures, as well as its comprehensive service offerings,
which make it a highly efficient instrument for technology transfer.

Examples of good practice in the area of promoting SME support networks
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(continued)

The Netherlands - 'Digikringen (Digicircles) is funded by the Ministry of
Economic Affairs and provides an open platform for local SME ICT providers across
the Netherlands. The objective of the policy is to bridge the gap between ICT service
providers and their SME customers (helping SMEs to help other SMES). The policy
was designed from the practica experience of the consultants involved calling in
commercia ICT-companiesto help out SMEs in an e-business stimulation project.

UK — Opportunity Wales focuses on the provison of one-to-one support to
businesses by properly trained e-commerce advisors managed by regional and sector
implementation partners. Businesses located in the Objective 1 areas of Wales are
eligible for financial support and up-skilling to assist them in the implementation of
e-commerce solutions. Opportunity Wales replicates and enlarges small-scale projects
that have aready been successfully implemented in other parts of the country.

There are severa useful mechanisms for consultation in place for the development of
support networks involving surveys and ongoing dialogue with users and other
stakeholders including universities, research institutes and local governments during
the implementation of policies. In some cases there are also follow-on programmes,
learning from the experience of former programmes. For example, PRISM Il in
Ireland, was formulated based on the outcome from the origina PRISM programme
that was funded under the EU’s ADAPT initiative. This is an example not only of a
follow-on programme, but also one that was initiated using European funding.

There is no strong evidence, from the policies under review, of co-operation between
national networks, Euro Info Centres or other trans-national co-operation. However, it
is well known that many chambers of commerce work together across Europe
through Eurochambres, and a number of policies involve local chambers of
commerce. Eurochambres is an extensive network covering the whole of Europe. It is
committed to promoting the use of Information and Communication Technologies,
particularly among Europe’' s SME community.

In looking in depth at the policies, there were many similarities in problems, policies,
programmes and solutions across regions in Europe. This implies that if a European
e-business support network were in place, this could stimulate sharing of ideas and
solutions, cross-fertilisation between policies and could facilitate the identification of
best practices. A centralised approach to information, advice and case studies on
solutions could greatly benefit al Member States especiadly the less developed
(Southern) Member States who have more barriers to the adoption of e-business.

Many of the networks in place expressed the importance of their continued presence
and a willingness to link up with other loca and regional networks in order to
increase their impact. For example, the German Network of e-business centres is
establishing co-operation networks with other external competence centres operating
in the field of e-business. These joint actions are outside the origina network and are
financed externally. This approach to working with existing networks to increase the
wider impact of e-business support is an important element of good practice that
arises from the policies under review.

Half of the policies under review provided evidence of forma rationales being set out
in the early stages of development. Others, athough they do not set out forma
rationales specificaly, are supported by large amounts of information on the
economic situation in their country and how this affects growth.
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For example, in the Netherlands the generd website for the Ministry for Economics -
which holds information on many of the Dutch policies relating to SMEs and e-
business - presents information on the economy, labour, markets, areas of growth and
employment and the types of intervention that government can provide to help
businesses thrive. This is the case for many of the less wide ranging policies ie that
their existence stems from the results of wider research undertaken at the national
level.

Targets appear to be less well-defined in policies covering support networks than
those for the training and awareness schemes. Quantitative targets, such as numbers
of SMEs to be assisted, jobs to be created, jobs to be safeguarded and growth in
turnover, were most common. The German network of e-business centres, however,
also set targets to establish 24 regiona centres and 4 sectorally focused units.

Less than half of the SME support networks provided comprehensive evidence of an
implementation plan with adequate resources in place for the policy delivery. The
methods used for delivery were divided equally between those run by the centra
administration and those that were externally contracted. Evidence of public/private
partnerships was not coherently presented although it was hinted at through some of
the information provided. In the case of the PRISM initiative in Ireland, the origind
implementation plan did not have sufficient budget but this is now being topped up
by the chambers of commerce which would suggest their real involvement. There are
several cases where the SME themselves have to contribute to the cost of training or
use of facilities.

Flexibility in support networks was evident in the type of content and services that
were made available. Most policies were committed to changing content and services
regularly in response to SME needs. More common was the ability of a programme to
address virtualy any problems SMEs may encounter that relate to e-business. The
stated rationale for networks is that they are in generd less prescriptive and more
dynamic and understanding of the fast changing economic climate that businesses
work in.

In communicating information about the policies, the support networks tend to do so
via the web. Many supplement the web information with specific leaflets and
promotional materias, which are tailored for SMEs. There is great potentia for the
SME networks to exchange information and, athough there is some evidence of this
across the regions, the European dimension has yet to be exploited in full®.

It is not aways the case that evaluation criteria for a policy can be defined in
advance. In the case of many of the programmes that are presented in this report it is
clear that they will eventually be evaluated but less clear what they will be evaluated
against and how the evauation will formally feed back into the policy making
process.

3 Although the focus of this review is to consider and compare the various policies and
resulting programmes which have been devel oped and implemented by the EU Member States
and Norway, it is important to mention that there are a number of EU initiatives which are
designed to enhance and devel op the adoption and use of e-business and ICT at the European
level. These include for example, work being done through the EurolnfoCenters, as part of the
Go Digital awareness campaign of the Commission as well as other EU funded projects and
networks.
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The support networks incorporate a wide range of methods to review and evauate
their policies. some are based on comparatively simple methods such as counting
participants, while others have full and forma externa evaluations. Three of the
programmes stated that they would be evaluated through Commission procedures.
Evauations may not necessarily be focused on that single policy: they may be linked
to a wider evauation in the area of ICT, though generaly very few of the
programmes under consideration have actually been evaluated.

2.4 Helping SMEsto use Internet platforms

Internet platforms are often considered to be the principal gateway to e-business for
SMEs. They support existing methods of company operation and enhance the
capabilities of those who participate. However, the opportunities for SMEs to
participate in private Internet platforms created by large market players are often
limited, because of the cost of participation, the difficulty of accessing the software
used and lack of transparency about the rules for trading within the marketplace.

Outside of the private arena, an increasing number of public administrations are
establishing e-marketplaces (so called B2A e-marketplaces) or portals, as a way of
meeting targets for e-procurement, or as a practical way of demonstrating the
potential value of e-business adoption. These Internet platforms are currently more
likely to be established by regional and loca administrations than nationa. The
prevalence of local and regiona platforms shows the usefulness in targeting the use
of Internet platforms at already well defined trading partners or markets within a
localised area. This factor perhaps demonstrates the belief held by some that there
still needs to be a strong element of persona trust and historical contact between
clients and customers before e-based solutions may be rapidly and successfully
introduced.

Local and regional governments also help SMEs in other ways, including setting up
or encouraging the development or use of platforms for Business to Business (B2B)
transactions, often helping enterprises within their boundaries to use the Internet as a
business or export tool. Some of these initiatives are sectoral, others help SMEs with
electronic solutions for information exchange aong the supply chain. The various
national schemes in existence tend to focus more on the provision of information on
how to trade, rather than setting up platforms for businesses to actively use. There are
aso services that provide free or subsidised access to Internet and Web services,
access to trust and certification services, €tc.

Some of the identified initiatives are ill at the early stages of development, as the
concept of using the Internet for more sophisticated business purposes begins to
spread. The initiatives range in their objectives from basic information provision to
actually enabling transactional capabilities. In countries, typically with high levels of
e-commerce, such as the UK, Finland, Norway and Sweden these enabling concepts
are more developed.

As these types of actions represent the most pro-active approach of helping SMEs to
participate in e-business, it is of paramount importance to carefully analyse the results
and to verify, at different stages, whether the rationale for such supportive actions is
till valid. In some cases, such as in the field of public support to the development of
e-commerce trustmarks, this can no longer be taken for granted.
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Examples of good practice in the area of Helping SMEs participate in Internet
platforms

Denmark - Rakat in Roskilde is a cost efficient regional e-marketplace which is
raising awareness of e-commerce. The initiative includes elements of good practice in
the sense that it is amed at making better use of public procurement and providing
increased transparency in the marketplace. It also ams to enhance the levels of e
commerce in the Danish private sector at the regiona level and to create a common
solution for public e-procurement based on catal ogue purchasing.

Ireland — Empower is an e-business initiative for small businesses delivered by the
Irish City and County Enterprise Boards on behalf of the Department of Enterprise,
Trade and Employment. All city and county enterprise boards in Ireland are assisting
small businesses through a series of grants including technical grants towards the cost
of project management, e-business software packages, website development and e
business training grants. The project represents a substantial exercise in partnership -
between state funding and County Enterprise Boards (including local authorities and
local micro enterprises).

Spain — The ARTEPYME Il programme is helping SMEs in Objective 1 regions
remain competitive by introducing them to Information and Communication
Technologies (ICTs) with an emphasis on ecommerce and advanced
telecommunications. The programme is designed to take into consideration the wider
needs of the regions through targeting public and private sector intermediary
organisations that use advanced telecomms systems and e-commerce applications.
The programme funds innovative projects in these fields and the intermediaries act as
multipliers in the region and roll out the systems and services to the SMEs.

France— project Achat-ville was set up in Grenoble in 1999 after a survey of small

retailers and companies showed that these types of companies were having trouble

accessing ICTs and using e-commerce. The idea of Achat-ville was to provide a
controlled environment, a learning opportunity for businesses in the locality so that
they could test tools without immediate trade pressure or mgjor financial risks. Achat-
ville was origindly a loca instrument, which has since been extended to cover the
region and is now being proposed as a national programme.

UK - Local Shops On Line was designed to offer assistance to struggling businesses
by providing them with the necessary support, training and equipment to use the
Internet to facilitate communication with customers and suppliers. It has been
recognised that SMEs have the dual disadvantage of limited resources in time and
finance — this form of assistance takes this into account by providing practical, hands-
on support direct to those who need it most.

The identified specific policies to help SMESs to participate in Internet platforms are
the best-defined overal. This may be because it is the most sophisticated group of
measures and therefore governments, particularly local and regional have approached
this new area with a greater degree of thoroughness in setting out the initia
information and objectives.

A high proportion of policies have formal rationales. Over two thirds stated that they

have arationale, and aimost al of them are available online. Many are closely related
to the results of the consultation processes that were undertaken. In the case of
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policies, which directly relate to e-procurement, such are Rakat in Roskilde, the
rationale was set up through consulting regional or local government papers that set
out their vision for e-government.

Several of the policies state that they have quantifiable and measurable targets and
athough a proportion investigated state that targets are quite low level (e.g. number
of hits) in some of the best practice examples, the targets are extremely ambitious.
For example, the targets set by Achat-Ville are that within 3 years, 60,000 companies
in the commerce and services sectors should be using the service, including 30,000 in
Rhoéne-Alpes area. ARTEPYME |1 is looking to have a positive impact on 60,000
SMEs and the smaller locd initiative, Local Shops Online is looking to have 800
participants using the service by March 2003.

Just under haf of the Internet platform policies stated that there was an
implementation plan. Information on the actua policy delivery however was less well
defined by the magjority of the policies presented. In the case of the procurement
portals, there are several models for their development. The Danish regiona portal
‘Rakat in Roskilde', for example, charges the public sector for its use whereas others
are given direct budgets for implementation. The Irish initiative Empower is
implementing multi-tiered levels of service with each successive level providing
substantially more features and benefits to the e-commerce merchant or customer.
This moves from free online listing through B2C to B2B sales. The pricing structures
used reflects the real-world business usage of trade accounts to facilitate custom
pricing for different categories of customers and sales volumes

Communication, dialogue and flexibility are crucial in the development of Internet
platforms. The communication and flexibility in these types of systems are paramount
to their success. When new tools are implemented, particularly in the area of e
business solutions, it is impossible for the designer or the user of such a system to
fully comprehend its eventual use. Not only do needs change, but functionality and
technology change too and all these areas of development must be able to adapt to
new markets and service in order to be sustainable.

Over two thirds of the policies reviewed have some degree of flexibility in their
approach to delivering Internet-based solutions for businesses and encouraging
SMEs. There is a high incidence of involving SMEs in the feedback loop and
adapting the market accordingly. In Rakat in Roskilde, for example, Comcare, the
management contractors invite suppliers to a meeting every six months. The purpose
of the meetings is to listen to suppliers demands on the system and to help them get
started with e-business solutions.

Another example of the benefits of adaptability can be seen in Achat-ville, a flexible
locdl instrument which is being rolled out regionally and now nationally. The way the
original loca instrument was designed meant that implementation at the regiona
level could be accomplished in arelatively smooth fashion. There was a very detailed
implementation plan for transferring the policy to the region and a good practice
guide has been put together by the Chamber of Commerce and Industry of Grenoble.

Many of the measures identified showed evidence of a substantia exercise in
partnership. Empower for example, works through the County Enterprise Boards,
local authorities and local micro enterprises. In Achat-ville, the regional chambers of
commerce are involved in rolling the programme out to the principal cities of the
Rhone-Alpes area. In ARTEPYME |II, the state is collaborating with Enterprise
Ingtitutions and other industry associations in order to identify needs and propose
sector and vertical projects.
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The Internet portals investigated include many local and regional examples, which
gives an opportunity to direct the policies to very specific Situations within
communities and achieve other significant local impacts. In the case of Loca Shops
Online, the project is able to provide Internet access to communities located in
disadvantaged/rural areas. In particular, the marketing and demonstration material
that provides information on the Internet and e-commerce is available on a
multilingual basisincluding Guijurati, Urdu, Punjabi, Italian and Turkish to reflect the
needs of local shops owners in the region. The helpdesk facility is aso multilingual .
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3 Fifteen lessons to be learnt from good policy
practice

The ultimate objective of benchmarking regional and nationa policies in support of
e-business is to learn from practical experience and to review current practices in the
light of this analysis. Examples of good practice, as described in the previous section,
are designed to inspire policy makers at different levels to critically assess their own
approaches in facilitating the efficient and productive use of the Internet by SMEs
and, when necessary, to adapt their policies accordingly.

Apart from this approach of learning from good practice, this report identifies a
number of lessons which can be learnt from the application of general benchmarking
criteria and suggests some genera conclusions with respect to specific SME policies.
This section contains 15 lessons which can be drawn from the best of the initiatives
reviewed. They will be presented in a format to be suitable as a “ user handbook” for
policy makers, seeking to design policies in support of SMEs engagement in the
digital economy. The main lessons to be learnt are:

1. Sound policy intervention should be underpinned by solid data and research

Decison-makers and key stakeholders are more likely to create policies which
respond to real needs and which are forward-looking if they are well informed. Solid
research and baseline data are necessary to identify what the obstacles are, where the
market is potentidly failing and which policy intervention is needed. It should be
clearly understood that specific actions in support of SMESs constitute an exception to
the generd rule, which is to create a favourable business environment for all
enterprises, irrespectively of their size and nature. Therefore, such specific actions
need to be based on a clear identification of the specific problems for SMEs to be
addressed.

In the field of e-business, the specific SME policy challenges are different from
country to country and are also changing over time. Therefore, research and data
collection should be a dynamic process that mirrors the current situation over time
and helps to adapt policies accordingly. In this respect it should, however, be noted
that most support measures to promote e-business for SMEs lack such a statistical
underpinning of the problems to be addressed. And, where available, such data
remains too often ignored by other decison makers finding themselves in a similar
Stuation.

There is only limited evidence that the available knowledge about the take up of ICT
and e-business by SMEs is shared across different regions and Member States in the
EU. A lot of datistical work in thisfield is being done but mostly unrelated and not in
a consistent manner. Thus, there is scope for improvement, as clearly demonstrated
by some good practice in some Member States and regions.
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2. Continuous and broad consultation with the business community is needed
and must result in flexible and adaptable e-business policies

In a dynamic and evolving sector such as e-business, the needs of SMEs will change
over time, sometimes rapidly, driven by new technologies, new products or new
business models. Policies should be capable of reacting to change and cannot smply
rely on one off statistical evidence. It is important to establish effective mechanisms
for consulting businesses, on a continuous basis, in order to identify their actua needs
and problems and get feedback on their expectations from policy makers. Such
consultation processes, though, have to be open and fully transparent, based on sound
and documented analysis and should not be confused with lobbying for SMEs
interests.

Participatory mechanisms such as workshops, colloquia, expert working groups and
information sessions with open participation are becoming a feature of policy
development and are generaly seen as away of ensuring that policy is focused on the
actua needs of SMEs. SME associations, ICT equipment and service providers,
research ingtitutes and consultants, for example, from both within and beyond the
Member State, region or locaity can all add value to the perspective of policy
makers. In particular a local and regiona level, the SME community may even
directly provide input into the process of policy definition and implementation.

The Internet is not only changing the way business is being done but aso how
policies are prepared and implemented. There is much more scope for direct
participation from al relevant stakeholders, such as through online consultations and
direct feedback by e-mails to policy makers. The use of such consultation and
feedback mechanisms via the Internet ensures a better balance between extensive
participation and the need for accelerated policy development in a rapidly changing
ICT environment.

This is, however, not only a chalenge for public administrations, but equaly for
SME associations and other stakeholders. They must aso demonstrate their
willingness to react at relatively short notice to public consultations and to provide
aufficient feedback on the efficiency of existing or planned policy initiatives in
support of e-business. Experience shows, however, that the business community is
often not well prepared to play an effective role in this new form of governance.

3. Various palicy instruments are available but they should be used in a co-
ordinated and consistent manner

There are different policy instruments which local, regiona and national governments
can use to support the adoption of e-business by SMEs, ranging from awareness and
training measures and support services for SMEs to specific financial incentives to
better use the Internet as a business tool. Each government should consider the right
policy mix to better address its specific chalenges. When more than one policy
instrument is selected, it is necessary to co-ordinate them within an overal
framework policy, preferably at regiona or nationa level.

A large and multi-targeted framework policy consists of several independent sub-
policies which deliver the central objectives to the target audience. It needs a robust
and coherent overall strategy, strong political support and efficient co-ordination if it
is not to degenerate into a confusing mixture of unrelated and duplicated initiatives.
Both the overall strategy and the individual initiatives need to be responsive to rapid
developments in the technological and business environments. As shown by this
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report, good examples of this type of framework initiatives exist in Europe at
different levels.

Moreover, it is crucia to ensure that, once SMEs are involved in the move towards e
business, the necessary services are available to guide them through the whole
process, providing the right kind of support a al stages. Therefore, relevant
initiatives need to be linked up to provide a suite of services to SMEs which
accompanies them through the full process of e-business development. This implies,
however, that the policies and initiatives in support of e-business are flexible and
adaptable enough to help SMEs successfully throughout the different stages of e
business adoption.

It has to be acknowledged that the policy challenges to be addressed by such umbrella
initiatives may differ from region to region and from Member State to Member State,
reflecting different Internet adoption rates and economic patterns. In particular
Member States which significantly benefit from European Structural Funds should
establish a national strategy to facilitate the trandtion to the e-economy, as
successfully demonstrated by Greece, Ireland and Spain.

4. E-business policies and initiatives should meet the needs of different regions
and sectors

All regions are different, in terms of demographic make-up, skills, employment, types
of industry and their engagement in the information society. Thus, there are many
good reasons for developing and delivering policies a the regiona level. This
requires targeted solutions and a proper understanding of local issues and needs.

Similarly, there are adso different specific SME needs in different sectors.
Additionaly, different SMEs have different needs, depending on their size and level
of sophistication of their use of e-business. Micro-enterprises in less advanced
regions for example, may content themselves with well-targeted awareness and
training actions and elementary support services — eg. subsidised provision of
hardware, software and Internet access — in order to start experimenting with ICT.

The needs and policy challenges may completely change when targeting medium
sized enterprises in more advanced regions. These businesses may be satisfied with
nothing less than customised face-to-face consultancy aiming at fully integrating e-
business into their business strategy and aong the value chain.

Therefore, over time, genera policy objectives become less helpful and greater effort
has to be put into tailloring and focusing policy instruments for different regions,
sectors, and levels of e-business maturity of the businesses.

5. Public-private partnershipsarecrucial to promote e-business

E-business is above dl a market-driven phenomenon. The effective integration of e-
business requires deep organisational changes and results in new business models.
Public authorities may have an important role to play in promoting the adoption of e-
business as a tool to enhance businesses productivity and competitiveness, but the
fina responghbility for structural changes remains with enterprises, whether they are
large or small.

Public-private partnerships can be considered as an effective way of developing e-

business policies for SMEs, reflecting the shared interest of both public authorities
and enterprises in this domain. It is important, though, that the partners are al in

30



Benchmarking national and regional e-business policies for SMEs

agreement about the overal gods of the programme and that there is a good
understanding of their role within the process. Each player needs to concentrate on
adding value through knowledge of their own core competence so that together they
manage to cover al of business community’s needs. In thisway resources are used in
the most efficient way.

In public-private partnerships, the private sector is recognised as better positioned and
qualified to undertake implementation. However, public authorities should remain in
the postion to verify, a any time, that implementation is proceeding in full
compliance with the policy objectives towards the pre-set goals. Public-private
partnerships should aso not result in confuson about the different roles and
responsibilities of the different partners involved and should not compromise the
independence and impartidity of the public authorities.

6. SMEs need independent advice and value it highly

Most SMEs are keen to defend their independence in the market. Advice for SMEs
needs to be neutrd — specifically, it needs to be provided by people who are not
government officials but have experience both of business and of ICT. It is clearly not
the role of public officials to advise enterprises on the most advantageous use of new
technologies or about winning business models.

SMES need to have confidence that their advisers will not try to sell them particular
products or services —that is, that they are independent of IT suppliers — and that they
are competent to offer ICT advice in the context of the SMES wider business plan.
Maintaining this neutrdity is an essentia part of how every element of the
programme operates.

When a programme uses mechanisms of bringing in expert help, through consultants,
or other advisers, there must be a way of guaranteeing that the expertise provided is
credible and effective. The consultants have to have a knowledge and understanding
of the issues faced by SMEs in the sector and the particular business needs of the
individual SME being assisted as well as understanding how e-business can
contribute to meeting the strategic objectives of the SME.

However, SMEs should understand that e-business can mean significant re-
organisation of their businesses in order to take advantage of new technologies and
render them more productive and competitive. In that sense, e-business gradually
becomes the new way of doing business and should not be treated as a something
separate from the core business. SMEs aso need to understand that it would be
unrealistic to expect implementation of business process re-engineering to be funded
through public expenditure.

Public policies should ensure that persondised, independent advice is provided to
SMEs during their first steps of the process. As they progress towards e-business
integration, however, SMEs should be committed to contribute part of the costs. In
other words, public authorities in their effort to assist SMEs should be aso cautious
not to exceed their limits, for example by offering for free business services that are
dready commercialy available, thus being in competition with the market. In
particular in the Nordic countries, this approach has been followed in a very
consistent manner.

At the same time, the ICT supply sector aso has a crucial role to play in helping

SMEs to go digital. Having a robust, internationally competitive ICT and e-business
supply sector is a key component in the development of an e-economy. Most of the
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European SMEs use local ICT suppliers. However, research suggests that often ICT
suppliers fail to realise the full value added for their customers. This is mainly due a
lack of understanding by SMEs of what e-business can deliver and how to bring
about those benefits, and a failure of the suppliers to understand client business needs
and expectations. Public policies, therefore, could facilitate a constructive dialogue
between the ICT and e-business supply sector and SMESs, with a view to improve the
understanding of the SMES needs; or to put it differently, to facilitate the dialogue
between computer experts and business people.

7. SMEs can benefit from sharing good business practice

SMEs need to understand the benefits of integrating e-business into their normal
business process. A possible way to achieve this is through observing and exchanging
experience with other businesses which have already experimented with e-business.

Therefore, facilitating peer-to-peer dialogue among SMEs, and encouraging
partnerships between business can prove invaluable tools in getting messages about
the importance of e-business across to SMEs. Different mechanisms can be put in
place in order to identify and widely disseminate best practice elements, for example
through development of case studies, demonstrations, fostering networks of regional
and sectoral contacts, etc. This cals for a broad dissemination strategy and effective
project management.

However, one should be aware that many business models which have been
considered successful and thus were strongly recommended in the early days of the e-
business hype, findly failed. Therefore, public authorities should content themselves
with establishing platforms for exchanging good e-business practices, avoiding any
“ex cathedrd’ declarations. The role of public policies should be neutral, aiming to
promote entrepreneurial spirit, facilitate dialogue, identify good business practices
and success stories and widdly disseminate them. They should above al avoid
stigmatising failing companies and ventures, as this would risk contributing to undue
pessimism, with detrimental impact on the perception of entrepreneurship in general.

8. Padlicies benefit from effective use of multipliers, intermediaries and existing
mechanisms

By using multipliers a larger number of SMEs can be reached through existing
familiar channels. SMEs like to use services that are familiar and well trusted. In
recent years, many information services and awareness campaigns have, however,
been launched through projects and via new and mainly unknown information
dissemination channels. In most of the cases, these actions remain unnoticed by most
of the SMEs, in particular if they are not supported by established networks. This
project-oriented approach has not necessarily been helpful for SMEs, particularly in
addressing the concerns of those who are il reluctant to take the first steps to
adopting e-business.

In genera, SMEs are less likely to respond to information sources which do not alow
for easy follow-up through personal contact. Thus information should idedly be
provided through trusted intermediaries (SME associations, chambers of commerce,
business support networks, or economic interest groups) as these business
organisations can effectively reach the targeted audience and have a better
understanding of the tools and practices that will work in an SME environment. Also
most SMEs tend to consider e-business as part of their normal business, and
therefore, would continue to trust and seek the advice of existing, familiar business
organisations which they contact in respect of other business issues.
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9. Clear targetsareessential for successful e-businesspolicies

Like other support actions, e-business policies for SMEs should be based on clear
targets. Setting realistic and achievable targets proves to be probably one of the most
difficult challenges. Regarding e-commerce, it can strongly be argued that there were
some misplaced targets which have continuously been missed and caused
disappointment, not only on the side of policy, but aso among businesses themselves.
Therefore, targets should be, as far as possible, adjusted to reality.

Selecting measurable targets is another challenge facing the policy makers in this
field. In the early stages, when policies are aimed at introducing SMEs to the concept
of, and first steps in, e-business, these targets can be mainly quantitative, such as the
number of SMESs to be connected to the Internet, the number of employees to be
trained, or the number of consultancy days to be provided to SMEs. As the potential
of e-business adoption becomes more sophisticated, determining metrics and
appropriate targets becomes more difficult. Targets in this case will ideally be a mix
of quantitative and qualitative targets that seek to measure levels of sophistication of
e-business adoption rather than simple connectivity or trading.

In both cases, it is advisable to restrict targets to outcomes that can be directly
attributed to the specific policy intervention. For each target, specific performance
criteria should be pre-defined, in order to be able to identify whether a policy has
been successful or not. It is strongly advisable to measure and assess —as far as
possible- the policy outcomes against the pre-defined performance criteria, in order to
identify success.

Findly, in such a dynamic environment as e-business, policies need to remain
flexible and therefore their objectives, targets and indicators may need to be
continuoudly adapted during their lifetime. On the other hand, if targets can not be
met this may aso suggest that the policies are either not well defined or even
misplaced to meet rea needs. In this case, they should be fundamentally changed or
even abandoned.

10. E-business policies must be sufficiently supported by resources to be
effective

Experience shows that it is not enough to design a good policy; it should aso be
effectively delivered to the target audience in order to be caled successful. The
implementation of a policy should be analytically elaborated through an action plan,
which should be comprehensive, with clear targets and objectives, which are
supported by specific instruments. For each instrument, detailed project plans are
needed. These plans should include goals, human and financia resources, time
schedule, implementation monitoring, contingency plans in case of excess demand,
etc. and should make sure that sufficient financial and human resources are made
available to achieve the overal policy targets.

However, the need to sufficiently empower SME support actions with the necessary
human and financial resources should not result in the misunderstanding that the
effective support of SMEs is primarily a matter of financial support. Many of the
good examples, as identified by this report, are indeed characterised by relatively
modest financial equipment. The strength of these palicies lies in their conceptual
approach as well as in their capacity to raise awareness and to help SMEs to learn
from good business practice.
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11. The effectiveness of the policy insruments should be monitored and
evaluated

The evauation of the policy instruments is an important step in the policy making
process. This should be done individualy for every instrument, and built into the
project plan for the action. The evaluation should assess the policy results against the
pre-defined policy targets and performance indicators. Ideally, a policy instrument
should envisage monitoring mechanisms during the lifetime of the initiative, and
necessarily an ex-post evaluation after the initiative has been completed.

Monitoring the policy implementation aims at verifying extent to which the expected
results have been achieved, but also at getting feedback on user satisfaction, and
potentialy reviewing the overal policy. After the completion of a support action, the
results should be made publicly available, together with an analysis of the lessons
learnt from it.

12. The communication of policy matters

Communication is considered to be a key element in driving forward the programme
gods. Put smply, if apolicy isn't communicated effectively, it can't reach its target
users and thus cannot be effective. Each action in support of e-business for SMEs
should have a budget alocated for communication, using a variety of different
communication channels, both off-line and on-line (e.g. via the Internet, media,
newspapers, bulletins, news-letters, e-mail alerts, etc.).

An effective communication strategy should also include the maintenance and
dissemination of relevant material, such as best e-business practices, workshop
material, databases, etc., trandation of such materia into the user’s own language,
help desks with FAQ and direct questions, and feedback mechanisms.

One-stop shops are very useful and very much in demand for conveniently providing
SMEs with a range of on-line and off-line help. This is another example of the
suitability of well established and trusted networks in successfully approaching
SMEs. This calls for a better co-ordination in the dissemination of best business
practice and the provision of information services for SMEs, at both nationd and
European level. The minimum requirement would be to establish links between the
most important policy initiatives in support of e-business, in order to better reach the
target audience and to use synergies between the different initiatives.
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13. Specific e-business policies should not be perpetuated forever

Specific actions in support of e-business for SMEs are designed to dea with
situations where the market has failed to address the specific needs of SMEs, and
therefore, they should be limited in time and not perpetuated endlessly. Once the
policy objectives are met, or the specific SME needs that a policy addresses have
disappeared, or the market starts responding successfully to the SMESs needs, these
policy initiatives should stop.

An example of changing policy needs are trustmarks for online trade. Many trustmark
schemes have been developed during the last years, in particular in the business-to-
consumer field (B2C), with the view to enhancing trust and confidence in e
commerce transactions. Such governmenta initiatives were justified as long as there
was a gap to be filled or in order to speed up the process of developing such
trustmarks on a voluntary basis. In the meantime, however, many (and, arguably, too
many) new trust services have been developed and are functioning on the basis of
widely accepted fair business practice.

Therefore, direct support from public authorities to the development of national
trustmarks is no longer needed. On the other hand, national trustmark initiatives may
even add barriers to cross border e-commerce transactions. The main challenge is
now to leverage nationa initiatives at the European level. European public authorities
may have a role to play in facilitating the establishment of appropriate platforms at
European level, representing all interests involved whereas at national level the task
has shifted to the promotion of voluntarily agreed trustmarks, preferably those which
are enhancing trust Europe-wide, if not globally.

14. The benefits of e-business policy initiatives should be sustainable

Many support actions for SMEs have been launched in the form of projects, with
clearly defined deliverables, be it awareness, training and e-learning material, training
equipment, case studies, best business practice, databases, lessons to be learnt by
SMEs, etc. Such projects have only limited lifetime as publicly supported initiatives,
their aim being usually to put in place the infrastructure and start providing basic
servicesto SMEs. Once such projects reach an end, they should, where possible and
appropriate, turned into a self-sustainable solution, building upon the content and
experience acquired during the lifetime of the project.

In this respect, the involvement of intermediaries, such as business associations,
chambers of commerce, business support networks, and other business organisations
in the projects, may be crucia in ensuring the viability and sustainability of results
after the end of the projects. As their core objectives are to support business interests,
these organisations are ideally positioned to pilot business services through projects,
and have the potential to convert them to self-sustainable, commercialy available
services after public funding ends.

15. Watch for opportunitiesto learn from other policy initiatives

A successful policy initiative, no matter where it is designed and implemented, is
capable of providing lessons, inspiring and generating ideas for other successful
policies. Therefore it is important that policy makers at loca, regional, national and
international level exchange their experiences and information about policies they
have deployed and their results. In this respect, a number of initiatives can be
mobilised to help policy makers benefit from each other, such as partnerships
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between different regions with similar business needs, policy benchmarking between
regions, seminars, workshops and public events.

In order to strengthen the European dimension, the European Commission can play
an important role in enabling the policy dialogue a European level. Idedly, an
institutional platform needs to be established to facilitate such policy dialogues in a
seamless manner.

One has to understand and expect, however, that athough in principle it is desirable
to share information on related policies, it is aso legitimate that certain countries or
regions may not wish to disclose al information about the policies they develop to
promote their businesses competitiveness and therefore to provide them with
competitive advantage. Therefore, it should be left to the discretionary ability of
policy makers to consider whether and to what extent they would wish to share their
practices with others.

...and finally, don’t reinvent the whed if you don’t need to

Someone ese in Europe may have positive — or negative — experience of what you
are planning to do, so use your own networks in e-business policy as much asin other
policy aress.
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4 Conclusions

This benchmarking report has identified a great number of policy initiatives to help
SMEs to go digital. These policies cover a broad range of support actions, from
awareness raising and specific measures and incentives to better use the opportunities
of the Internet to more ambitious framework policies. As demonstrated by this report,
many of these policy initiatives are well designed, and thus have the potential to
achieve good results. The examples of good practice identified are designed to inspire
policy makers throughout Europe to assess their own strategies and to integrate
elements of good practice.

It was not always easy to collect the information about existing policies and to assess
them against the defined benchmarking criteria. This work has been accomplished by
the nominated experts of the Member States and Norway in collaboration with the
European Commission services, namely by the E-Business Policy Group - EBPG.
Without their strong support, this benchmarking report would not have been
completed. However, despite all efforts it has to be admitted that the snapshot of
regiona and nationa policies in support of e-business for SMEs is likey to be
incomplete. Many more initiatives of this type exist, but were not communicated to
the EBPG. Therefore, it is fair to state that this report is based on good but not
necessarily the best examples.

This is dso true because it was not possible to identify objective benchmarking
criteria that would identify best policies, taking into account the different policy
challenges and the different instruments used in support of SMEs in different regions
and countries. Nevertheless, there are important lessons to be learnt from this
analysis, not only for policy makers at nationa and regiona level but aso for
European policies.

This report is reassuring that Member States and their regions are aware of the
specific problems facing SMEs in their preparation for the e-Economy. As a result,
many good support actions have been launched, thus leaving little room and need for
further direct support to SMEs at European level. The main value added of European
policies lies in providing a platform for exchanging views and sharing good practices.
Already the preparation of this report has contributed to this aim. However, this
dialogue between the different stakeholders needs to be further enhanced and better
organised.

As a follow-up to this benchmarking initiative, it is suggested that an “European e
business support network” be established, bringing together existing European,
national and regiona players in this field with a view to strengthening and co-
ordinating actions in support of SMEs in the field of e-business. The objectives of this
“European e-business support network” could be:

To bring together the different stakeholders in the field, both from the private and
public sector, with a view to exchanging experience and agreeing on common
policy objectives;

To share in more detail, among government experts at regional, national and
European level, information on good policy practices in support of e-business for
SMEs, to identify future policy chalenges and to inspire effective policy
responses,

To create, as far as possible, synergies between the different initiatives and
support actions at European level.

The European e-business support network should not seek to establish yet another
structure, overlapping or competing with existing and often well-established players
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in the fiedd. This would only add confusion and not serve the needs of SMEs. It
should rather build upon existing structures, such as business support networks and
other business intermediaries, seeking to exchange experience and to share
information material.

Such a European e-business support network should be kept relatively informa and
lean and could include quick and smple mechanisms such as the creation of a mail
group or discussion forum on the Go Digital web site. This network could co-operate
with existing networks in order to share knowledge, promote and disseminate
information, for example, about research on e-business impacts, metrics and target
setting. In addition, European support actions in favour of e-business for SMEs, such
as awareness initiatives, should preferably be organised by those ingtitutions, which
are dready actively promoting the integration of e-business into the normal business
processes of SMEs a regiona and nationa level.

The Commission will take, as part of the eEurope 2005 Action Plan the initiative to
establish this network of e-business experts in Europe, dealing with the promotion of
e-business for SMEs, by the end of 2003. In addition, in its conclusions of 6 June
2002 on the impact of the e-economy on the competitiveness of European enterprises,
the Industry Council invited the Member States and the Commission to intensify
dialogue, exchange regularly experience, identify specific goals for e-business
policies and to share best practices. It would be, therefore, welcomed if the incoming
Presidencies would organise further discussions at Council’s level on the follow-up of
this report. The objective would be to agree on common principles for the support of
SMEsin the field of e-business and to identify specific goals for e-business policies.
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Annex 1: Case Studies

This Annex presents individual case studies of some of the ‘best practice’ policiesin
evidence in Europe for helping SMEs to ‘go digitd’. The following details are
provided for each policy case study:

abrief description of the policy
the objectives of the programme (including targets)

an overview of the best practice e ements
contact details for further information.

The case studies are organised into four categories.

Categories Titleof Initiative Country
Framework UK online for business UK
policies E-business forum Greece
VeRDI Norway
Netherlands Go Digital The Netherlands
Cataunya on the net Span
E-business Firgt Steps Workshops UK/Scotland
awar eness and Let'sebiz and Telefit Austria
training
eAskel Finland
SVEA Sweden
B-online Germany
SME support Opportunity Wales UK/Wales
networks Network of e-business centres Germany
Prism |1 initiative Irdland
Digicircles The Netherlands
Promotion of Empower initiative Ireland
Internet platforms ["Achat-ville France
for SMEs .
ARTEPYME I Span
Loca Shops online UK
Rakat in Roskilde Denmark
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Framework e-business policies

| UK - UK onlinefor Business/ Framework e-business policies

Description

When the current Government took office in 1997, one of its key objectives was to
make the UK the best place in the world for e-commerce. It commissioned a report”
from its Policy Innovation Unit: As a result of that report, a high-profile eEnvoy was
appointed to lead the drive to help businesses, citizens and Government itself to make
the most effective possible use of Information and Communication Technologies
(ICTs).

The eEnvoy’'s Office established UK online as an umbrella brand to cover all
Government activity in support of e-business, the e-citizen and e-government. Within
UK online, and in response to another recommendation of the “e-commerce@its
best.uk” report, Government activity in support of e-business was gathered under the
umbrella brand of UK online for business.

SMEs were widely consulted in drawing up the action plan responding to the Policy
Innovation Unit report “e-commerce@its best.uk”, which shaped the UK online for
business strategy. The development of the programme is informed by regular formal
and informa consultation with a wide range of businesses and business support
organisations, UK online for business partners, academics and other experts, as well
as by the Small Business Service, Business Links and UK online for business
advisers, who are well placed to represent the views of their SME client base.

UK online for business is a government/industry partnership, aiming to encourage
and help UK businesses to improve their business performance through the use of
ICTs. The programme consists of a range of complementary initiatives that are
designed to raise business awareness of the potential benefits of e-business and

provide advice and support in adopting and using ICTs.

The DTI budget for UK online for business for 2002-03 is in the region of EUR 55
million. In addition to this, partners and sponsors contribute further financial and
non-financial resources to the programme. Full details of the programme can be
found on its website: www.ukonlineforbusiness.gov.uk

Objectives

The overdl target for the programme is to make the UK the best place in the world
for e-commerce by 2004, as measured by the cost of Internet access and the extent of
B2B and B2C transactions that are conducted on electronic networks. Each initiative
within the overall UK online for business programme has its own detailed and
measurable targets.

* E-commerce@its best.uk: Innovation Policy Unit, Cabinet Office, UK (1999) Availableto
download from http://www.cabinet-office.gov.uk/innovation/1999/ecommerce
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Summary of good practice eements

The main elements of the programme, which include examples of best practice are:

Marketing: One of the most important things government can do to increase
business uptake and use of e-businessisto make sure that businesses are aware of

how ICTs can help them and know where to go to get advice and information.

A

key dement of UK online for business is therefore high profile advertising,
supported by a sustained media relations programme and high quality case

studies and “how to do it” materials.

E-commer ce showcase events: designed to help inform SMEs ab