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Answers to the end of chapter review questions 
 
1. How are SMEs defined in Europe? 
 

SMEs in Europe are defined by numerical size (i.e. number of employees), as they tend 
to be in other countries and regions. They are defined as businesses with fewer than 
250 employees (Hall, 2004). This is consistent with the European Commission’s 1996 
recommendations (cited in Stewart and Tansley, 2002): 
 
• Very small or micro firms: 0 to 9 employees; 
• Small firms: 10 to 49 employees; 
• Medium firms: 50-249 employees. 

 
 
2. How have SMEs been affected by changes in global markets? 
 

Small and medium-sized enterprises (SMEs) play a key role in national economies 
particularly in countries such as Australia, Finland, Norway, South Korea, Spain, Taiwan 
and the US. Many SMEs have been able to exploit technology and the internet to 
compete in global markets for the first time (Ulrich & Brockbank, 2005) although there 
are variations between nations. Governments are now recognising the potential 
economic benefits of SMEs engaging in e-business (Brown et al, 2005). Additionally, 
the outsourcing of supply chains by larger organisations has provided many smaller 
firms with the opportunity to create niche markets supplying specialist products and/or 
services. This enables larger firms to exploit the levels of flexibility and innovation that 
characterise the activities of many SMEs (Tan et al, 2006). 

 
 
3. What are the different approaches to training provision found in small firms and 

medium-sized firms? 
 

Many SMEs have very little or no training provision at all and those that do tend to adopt 
a pragmatic approach (Boxall & Purcell, 2008). Most SMEs tend to value practical skills 
more than formal qualifications. Owner-managers in smaller firms tend to take 
responsibility for training which tends to be informal on-the-job. There are much lower 
levels of off-the-job training than in larger organisations although many medium-sized 
firms do have formal training policies and/or plans/budgets. Medium-sized firms are in a 
better position to appoint a training specialist 9although this may be a part-time role). 
For smaller firms in particular, training is regarded as an expensive cost rather than an 
investment, it creates logistical problems (e.g. staff cover) and owner-managers fear 
better trained staff will leave or be poached. 

 
 
4. What are the principal barriers to learning in SMEs? 
 

The principal barriers to learning can be summarised as: Attitudes (training seen as an 
expense and a low priority; fear of qualified staff being poached); Resources (lack of 
money to fund training or provide cover for staff); Culture (short-term survival mentality; 
task oriented); Access (poor access to development opportunities); Relevance (external 
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training provision is too generic and not customised to needs of SME); and, Strategy 
(focus is on the short-term tactical maximisation of sales). 

 
 
5. How important to the provision of training is the role of the entrepreneur or owner-

manager? 
 

Particularly in smaller firms the role of the entrepreneur or owner-manager is crucial. 
They provide the strategic direction and management for the firm: the entrepreneur is 
often the crucial factor in determining the international strategy for a SME (Ruzzier et al, 
2007). However, owner-managers may have good technical skills but often lack 
effective managerial and associated business skills (Webster et al, 2005) including a 
good understanding of learning, training and development. Aside from the cost and 
logistical implications of training, the owner-manager fear better trained staff will leave 
or be poached.  
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