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Abstract

The role of Small and Medium-sized enterprises (SMEs) as a source of employment
opportunities and innovation in our local and regional territories is well known.
However, the SMEs must face different challenges due to the dynamic context in
which they are operating and the global competition. In this direction public policies
are trying to support the SMEs competitiveness and innovation, through different
instruments and programmes managed at national and regional level or thematic
funding opportunities. In this context, several studies focused on monitoring the
impacts of public support programs on furnover, investments and innovation
activities in SMEs have been conducted, showing as there are general positive
effects for the SMEs participating in these programs. The contribution of this paper is
to identify the existing literature on the impacts of the financial support programs on
SMEs, analysing the contribution of practitioners and academics and empirical
researches. Literature available from 2002 to the present have been analysed using
Web of Science and Scopus and using the databases available on European
Commission website. Preliminary findings have shown as there is the need of a
deeper investigation about the participation in EU programmes and the main
conftributions derive from the researchers conducted by practitioners.
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Infroduction

Small-to-medium-sized businesses (SMEs) represent 99% of all the business in the EU
(European Commission, 2020). Their central role in the economies as a source of
employment opportunities and innovation activities in our local and regional
territories is well known (Gilmore et al., 2013; Labudovd & Janosova, 2019) and there
is a common idea that the SMEs constitute the most active part of the territories in
terms of new products, services or/and processes generation (Cuckovié¢ & Vu&kovic,
2018). The innovation activities carried out by SMEs are at the basis of fechnological
development and growth of the territories (Czarnitzki & Delanote, 2015) and of the
“entrepreneurial spirit” of a country (Labudovd & JanoSovd, 2019; Staniewski et al.,
2015).

At the same time, it is well known how SMEs have to face different challenges due
to the context in which they operate that is characterized by an increasingly
dynamic market and the competition in a global scale, aggravated by some firm-
specific characteristics that made the SMEs most vulnerable to the competition in
the complex market that needs high level of technologies and competences
(Clifton et al., 2015).

Supporting SMEs' competitiveness becomes one of the key elements of EU policies
(European Commission, 2020): the objective is to support the creation of a business-
friendly environment for SMEs to sustenance their growth, their innovation activities
and consequently develop their potential within the global context (Labudovd &
Janosovd, 2019). Public policies at national, regional and local levels are critical to
provide the right environment (Wilson, 2006), to support the SMEs development in
term of financial and non-financial activities (Appiah et al.,, 2019) through the
creation of actions in different areas of intervention (Wilson, 2006). The central role of
the institution is not just of providing the necessary financial resources; their role is
important for the creation of a context in which the SMEs can easily have access to
information, can become part of more open networks and share the best practices
(Wilson, 2006) improving the business surrounding and internal abilities of the
companies (Pietrasienski & Slusarczyk, 2015). The role of government to support the
SME's development in terms of financial and non-financial activities results to be
relevant and important (Appiah, 2019).

In this context, the European funding available at regional and European level
oriented to improve the competitiveness of SMEs in line with the objectives of
European priorities are the first resources available to SMEs to increase the innovation
capability and competitiveness. The instruments developed by the EC to enhancing
the competitiveness of SMEs through better access to financial support are different
within  the EU program frameworks (Kietek-Wiectawska, 2016). Commission
developed a supporting scheme at national and regional level to sustain their
activities in different areas of intervention (Adina-Simona, 2013). Through the use of
EU funds, the SMEs can have access to funding to invest in new products, services or
infrastructure (Viskovi¢ & Udovici¢, 2016) or receive support through different tools for
the assistance of non-financial activities (Adina-Simona, 2013; Zaneta & Joshua,
2015). The support system is a complex scheme characterized by a very huge
availability of interventions. The most important example of instruments directed
funded by EU are COSME, SME Instrument, HORIZON 2020 that provide direct support
for the development of SMEs' activities (Viskovi¢ & Udovicic¢, 2016). Instead, the EU
regional policy is financed by three main funds based on the principles of co-
financing and joint management that are: the European Regional Development
Fund (ERDF), the European Social Fund (ESF), Structural Funds and the Cohesion
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Fund. In this sense supporting SMEs is considered as instrument to develop the
regional economy in an indirect way (Lewandowska et al., 2015).

These projects represent for SMEs real opportunities to face the new level of
competition in a global scale that could benefit from: the access to investment
financing; the enfrance to global markets and international value chains; new
growth opportunities; the investment in human capital and organizational activities
(European Commission, 2014). Besides, public funding (a national or EU level) has a
very important role in supporting ICT technologies, enabling innovation favouring alll
society (Cuckovi¢ & Vuckovi¢, 2018), and is considered a very important way to
stimulate interaction among different organizations that would not happen naturally
(Caloffi et al., 2015) and to intensify the links between research centres and
universities.

In this direction, several studies have been conducted to better understand the
dynamic of access of SMEs to public funding. Some researches have focused on the
main barriers and the awareness related to the opportunities of this kind of program:
Viskovi¢ and Udovicic¢ (2016) stated that SMEs are almost aware of the opportunities
belonging from public funding, but at the same time represents for them a
challenge because these kind of projects are complex by nature: most of the
projects involve different actors -institutional and private- who must converge
towards a common objective (Greco, 2015) and this kind of collaboration is not easy
to realize efficiently (Caloffi et al., 2015). Furthermore, the projects are often
multidisciplinary, the activities are well structured (Ciarmatori et al., 2018), and
require a complicated procedure and very demanding documentation (Viskovi¢ &
Udovici¢, 2016). The main access barriers are linked to the difficulty of finding
strategic and technical information on the EU and funding programs; the lack of
knowledge of the development of a project; an excessive bureaucracy; task-
oriented planning and lack of information about the project documents necessary in
each step of its implementation (Grazi, 2012). This is related to the scarce
participation of SMEs to this kind of project and the necessity to develop an easy
access program for SMEs (Gilmore et al., 2013).

On the other hand, there are several studies conducted to monitor the impacts of
the public support program for SMEs (regional and at EU level) that have shown a
general positive effect of participating in EU funding (Cuckovi¢ & Vuckovié, 2018). In
particular, the evidence of different researches shows that there are different direct
and indirect positive effects on innovatfion activities, output, and economic
performance of SMEs improving competitive position in the market (Cuckovi¢ &
Vuckovi¢, 2018; Lewandowska et al., 2015). Other studies have pointed out that EU
funds have an important role in allowing the participants to this kind of project to
acquire knowledge that can stimulate further investment (Lewandowska et al., 2015)
while other researches have focused their attention on how this fund improves the
relationship between different actors involved (Caloffi et al., 2015). Some papers
have indeed underlined that there are cases in which in practice the SMEs do not
achieve the economic results that can favour their increase competition in the long
run (Vojtovic, 2016) because different internal and external factors can influence the
efficient use of these sources (Cuckovi¢ & Vuckovi¢, 2018)

In this context, the contribution of this paper is to identify the existing literature on
the impacts of the financial support programs on SMEs that to date is missing in the
literature. In particular, the work tries to answer the following research questions:

RQ1: Which are the main approaches in the literature about the study of the
participation of SMEs in public programs?

355



ENTRENOVA 10-12, September 2020 Virtual conference, Croatia

RQ2. Which are the main impacts of participation in public funding identified by
the literature?

RQ3. Which future research areas can be identified to conftribute to the expansion
of this topic?

Methodology
To answer the previous research questions and identify the state of knowledge and
the areas in which more research is needed (Snyder, 2019), a structured literature
review was performed. The literature review was conducted using the databases
Scopus and Web of Science. Data collection consisted of searching the keywords
“SMEs AND EU funding”, “SMEs AND European Programme” and “SMEs AND regional
funding” with the limitation of the period of publication (2002 to 2020) and the
subject areas; the articles included in the Business, Management, Accounting, Social
Sciences, Economics and Econometrics, and Finance and Decision Science for the
Scopus Database were included in the sample; for Web of Science database, the
categories selected were Business, Management Economics, and Regional Urban
planning.
The stages in the literature selection process were carried out as follow:
e Data collection searching the keywords in the two databases (including the
title and the abstract);
e Exclusion of all the papers according to the previous criteria’s (period of
publication and subjects’ areas);
e Unificatfion of the databases and elimination of the works that appear twice;
e Evaluation of all the abstracts to eliminate the ones that were not in line with
the purpose of the literature review.

The results of the research are shown in Table 1.

Table 1.

Literature search on the main search engines

Keywords Databases
Web of Scopus
Science

Results by keywords 347 212

Results by the period of publication and subject’s area 204 131

TOT. 335

Unification of the databases and elimination of the TOT. 238

duplication

The abstract is appropriate to answer the research 33 Arficles

questions

Source: Our elaboration

As already stated, 33 articles considered coherent with the RQs were selected
after reading the abstracts and in some cases the full text of the work (the papers
selected contained at least the words SMEs and EU funding/EU structural funds/ EU
projects in their abstract or keywords). The sample includes journal arficles, reviews,
and proceedings paper to catch the emerging trends and the main research
approaches available in this field. The sample includes also the papers aimed at
evaluating the perception of SMEs about European or regional funding (in terms of
opportunities and barriers).
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The other works have not been included in the literature reviews because not
aligned with the purpose of the research.

In particular, are not included in our sample: i) the articles not oriented at
evaluating the impacts of European or regional funding on SMEs; ii) the works
infended at investigating the impacts on EU funding on regional or national
development (and not on the SMEs); iii) the researches that propose methodologies,
methods, and tools in this topic; and iv) the papers that describe the results of a
particular project. Also, 2 articles were considered coherent with our research
questions, but have been excluded because the literature was not available in
English.

As the last step of the literature review, the main findings have been synthesized
and the results will be shown in the next section together with the discussion of the
main impacts highlighted by the researches.

Results

This section provides the analysis of the sample concerning the RQ1 “Which are the
main approaches in the literature about the study of the participation of SMEs in
public programs2” The analysis of our selected sample is aimed at identifying some
insights about the main approaches and in particular: 1) the methodology; 2) the
kind of programs they are investigating the effects; 3) how the impacts are
evaluated.

Regarding the methodology, we distinguish the papers according to 4 main
categories: quantitative (survey, questionnaire, and other empirical methods),
qualitative (case studies, interviews), review of the literature, and mixed methods.

We fried to identify a clear division of the origin of the funds, as in the different
contributions available in the literature is not very clear the distinction between the
origin of the programs, and consequently, it is not possible to distinguish the effects
of the different role of public agencies and to compare the studies (Bedu &
Vanderstocken, 2019). We divided the works according to two main categories i.e.
Regional funding (Structural funds) and EU direct funding (that includes the programs
direct financed by EU).

With regard to the approaches, we distinguish the papers in two main categories:
the first category includes the articles targeted at evaluating the awareness and the
perceptions in terms of opportunities and barriers for the SMEs, and the second one
includes the researches aimed at evaluating the ex-post effects of the participation
of SMEs to this program. Regarding this last point, we identify the researches with the
scope to analyse different aspects at the same time regarding competitiveness
while some articles are analysing just particular aspects such as innovation,
cooperation, impacts on business skills, and business strategy.

Table 2 includes the results of the analysis of the 33 articles of the sample.

Table 2.
Profiles of the selected works
1. Methodology 3. Approaches
1A Quantitative 22 3A. Evaluation of the impacts 24
1B Qualitative 6 3B. SMEs' perceptions 9
1C Literature review 4
1D Mixed Methods 1
TOT 33 TOT 33
2. Funding Typology 4. Year of publication
2A Regional Funding 14 4A.2002-2007 3
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2B Direct Funding 19 4B. 2008-2013 5
TOT 33 4C.2014-2020 25
TOT 33

Source: our elaboration

The analysis of the selected literature shows that there are many studies intended
at evaluating the effectiveness of the use of public schemes by SMEs and the
impacts on different aspects. Not all the 33 papers have looked at the impacts, but
there were some articles aimed to explore the participation of SMEs to public
funding in terms of awareness, perceptions, and in terms of barriers and
opportunities. We will look at these works after the analysis of the impacts.

The results of the analysis show that the use of public funding in SMEs have
generally positive effects on SMEs (Dvoulety et al., 2018; Cuckovi¢ & Vu&kovi¢, 2018;
Lewandowska et al., 2015; Radicic & Pugh, 2017; Vojtovic, 2016; Assarlind et al., 2013,
Colombo et al., 2016;) and particular attention has been given to the effects on
R&D. Based on the analysis of the contributions, we can notice that the researches
have focused their attention of the effects on economic aspects and tangible
aspects of the participation, while fewer studies have focused on intangible benefits
such as the effects on business strategy (Aykan et al., 2013), business skills (Nilsson et
al., 2005) and cooperation (Caloffi et al., 2015; Radicic et al., 2020).

According to Boratynska and Andrusiewicz (2018) there are three main areas in
which it is possible to check the effects of the participation in public funding:
product and technical areas, economic area, and financial one (Boratynska &
Andrusiewicz, 2018). The main evidence, have shown as the participants to EU
regional funding schemes have obtained different positive effects (Lewandowska et
al., 2015); in particular, the applicants have had positive impacts on competitiveness
in terms of increased sales and consequently profits on production capacity thanks
to the modernization of fixed asset and the general financing of investments
(Lewandowska et al., 2015). This last aspect is underlined by other researches: the
participation to these programs stimulates positive change on tangible assets thanks
to the possibility to invest in equipment's, machinery and new plants (Dvoulety et al.,
2018; Radicic et al., 2020) and allowing to extend the product portfolios of the
companies, or to improve the existing one (Radicic et al., 2020).

Positive effects were also registered in terms of the improvement of products and
technology (Lewandowska et al., 2015). Furthermore, an important point is that the
access to EU fund can provide long-run benefits, through the upgrade of quality
system or/and processes (Lewandowska et al., 2015). The use of EU structural fund
also has educational aspects (Faber et al, 2016; Lewandowska et al., 2015):
participating to such projects allows the beneficiaries to become more comfortable
in the management of the projects, and they can use the skills and experiences
gained for future projects and the management of more complex ones (Faber et al.,
2016; Lewandowska et al., 2015). Other economic benefits that emerged from the
researches are turnover increase (Cuckovi¢ & Vuckovi¢, 2018; Nilsson et al., 2007)
and cost-saving (Nilsson et al., 2007; Stewardson & Coleman, 2003).

Researches also show that the projects have positive effects on job creation, as
the SMEs increase the number of employees (Bedu & Vanderstocken, 2019;
Boratynska & Andrusiewicz, 2018; Mikotajczak & Pawlak, 2017; Lewandowska et al.,
2015), while a negative correlation was found with the increase of the average
wage (Bedu & Vanderstocken, 2019).

Special attentfion is given to the SMEs’ participation in projects targeted at
improving the R&D activities (Golejewska & Gajda, 2015) and enhancing firms’
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innovativeness (Florio et al., 2018; Radicic & Pugh, 2015). This aspect was especially
analysed by the papers that treated the effects of EU direct funding. The different
researches highlighted as the SMEs that have benefited by these projects have
increased their private R&D spending (Bedu & Vanderstocken, 2019), improved their
technology and products development (Lewandowska et al., 2015), increased the
number of innovations (Cuckovi¢ & Vuckovié, 2018; Czarnitzki & Delanote, 2015;
Venckuviene & Snieska, 2014) and expanded the probability of patent application.
In general, as stated by Radicic et al. (2020) the SMEs that participate both to
national and European projects have many possibilities to boost their innovation
activities (Radicic et al., 2020).

An important aspect of the involvement to such programs is that the SMEs can
take advantages from the partnerships and the collaboration with other partner, not
just during the term of the projects, but it stimulates long-run relationships (Caloffi et
al., 2015; Radicic et al., 2020). Nepelski and Piroli (2018) show as the typology of
partnership that the SMEs create during the involvement in such projects can have
an impact on the innovation potential of SMEs (Nepelski & Piroli, 2018). Researches
highlighted that parficipation of SMEs increases their propensity to enhance their
relationships with a variety of organizations, such as universities, and other agencies
specialized in innovation activities especially the ones located in the same regional
territory (Caloffi et al., 2015) and with other "knowledge providers" such as consultant
and research centres (Radicic et al., 2020). These actors have a very important role
in supporting the SMEs (Aykan et al., 2013; Medve-Bdlint & S¢epanovi¢, 2019) in
different activities (technology, ftraining or consultancy supports) and their
relationships may influence the market strategy (Aykan et al., 2013).

Despite the general positive evidence shown by the most of the researches, some
arficles have highlighted that the use of public funding is not always efficient: in
particular, Vojtovic¢ (2016) shows how it is possible that the SMEs do not use efficiently
the financial resources and consequently they do not achieve the economic results
expected by the projects (Vojtovic, 2016) due to different difficulties that have to
face related to the lack of capital, fechnical or human resources, or simply a lack of
strategy (Vojtovic¢, 2016) in managing projects. In this direction, the contribution of
the literature provides different researches that have analysed which are the main
difficulties in implementing this kind of project, and that are included in this work.

Different studies have focused on which are the main difficulties that SMEs must
face in accessing UE funded projects. In general, it can be said that the SMEs are
aware of the opportunities, above all the possibilities to benefice from cost and
knowledge sharing (Faber et al., 2016) but are not friendly with their use (Viskovi¢ &
Udovici¢, 2016). This is especially true for the EU program for the competitiveness
such as COSME and HORIZON (Viskovi¢c & UdovicCi¢, 2016). The main obstacles
highlighted are linked to procedures that are perceived quite difficult and
complicated (Gilmore et al., 2013; Hunya et al., 2011; Viskovi¢ & Udovicic, 2016): the
SMEs involved in the different researches, indicated that the first difficulties they meet
are during the application phase (Viskovi¢ & Udovici¢, 2016). The preparation of all
the documents to submit the project is perceived by SMEs as very challenging due
to the extremely demanding requirements for the preparation of the projects (Hunya
et al., 2011): very often they do not know project management practices (Gilmore
et al.,, 2013) and in general are not familiar with formalized procedures (Medve-
Bdlintand & S¢epanovic, 2019); they are not able to draft the application (Hunya et
al., 2011) and most of the fime they cannot afford a professional help (Gilmore et al.,
2013). This formalized procedure very often represents a time-consuming activity for
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SMEs (Hunya et al., 2011) and includes a high involvement of expert staff (Faber et
al., 2016).

The other main difficulties emerged are related to financial aspects: SMEs are not
able to find the additional resources to co-finance their projects (Hunya et al., 2011)
or to find and/or manage the relationship with different kinds of partners (Caloffi et
al., 2015). This applies especially for the EU direct funding programmes, which are
perceived as more complex. The researchers have highlighted as very often the
SMEs are not able to identify the best source for their projects and do not consider
the general objective in line with their ideas (Hunya et al., 2011). This of course
influences the participation of the SMEs to this kind of projects explaining how they
need to be encouraged to participate (Gilmore et al., 2013) and explains the high
number of the rejection in the evaluation phase of application (Hunya et al., 2011)
and the general less use of EU fund (Viskovi¢ & Udovici¢, 2016).

A very crucial aspect highlighted by the researches is that an important role is
played by the domestic Institution and other agents that can support their
development (Medve-Bdlintand & Séepanovi¢, 2019; Miller, 2000). These
organizations, due to the proximity with the SMEs located in the same region must
have a proactive role in supporting SMEs (Viskovi¢ & Udovicic, 2016), creating better
condition and tools for their participation (Labudovda & Jdnosovd, 2019) and
furnishing more appropriate support services for SMEs (Hunya et al., 2011).

Discussion

To investigate and measure the effectiveness of public funding, several studies have
been selected. Analysing the papers, we can identify some of the key features of
how the literature is approaching the theme of public funding (RQ1). Most of the
arficles about this topic have been written in the last years (from 2014 to date) and
they have applied quantitative methods to investigate the topic (surveys). Several
econometric models have been proposed, and in less measure, some qualitative
researches have been conducted (several case studies on SMEs participating in
public funding have been performed). With regards to the typology of funding, the
literature available shows as the researches are both oriented to the evaluation of
the impacts of Structural funds and EU directed funding, but in the last case, the
works focused mostly on the impacts of R&D programs of innovation performance of
SMEs.

With regards to the impacts (RQ2), as have been evidenced in the previous
section, the effects have been analysed considering three main areas: products and
technical improvements, through a better understanding of innovation dynamics in
SMEs; economic effects (in terms of profitability, employment, and competitiveness);
and networking effects (in terms of improvement of relationships with partners and
local actors).

From the analysis of the papers, some aspects of the topics that need to be
researched properly are emerged (RQ3). More studies are needed to understand
why SMEs still fail to reach the economic results from the use of Structural funds
(Vojtovic¢, 2016). It could be interesting to focus on the internal aspects and
conditions of SMEs (Kock et al., 2008) and investigate the role of entrepreneurs (Bedu
& Vanderstocken, 2019). Also, future researches could be oriented to understand in
what extend the local environment is important for SMEs and how they can support
and influence SME's participation in such programs. Another interesting point can be
to focus the analysis of the impacts on different sectors, linked to the fact that most
of EU Structural funds are oriented to support SME's particular sectors that are
considered relevant for the development and growth of specific regions.
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Conclusion

In this paper, a literature review on the impacts of the SMEs' participation in EU direct
and indirect funding opportunities have been conducted. Despite the analysis of the
topic has been carried on focusing on the analysing of the contributions provided by
two databases, the study delivers an input on which are the main approaches
identified in the literature about the SMEs participation in EU funded projects, the
main benefits and recognises some of the research areas that need deeper
research. The investigation of these topics remain challenging for different reasons:
first of all one factor is linked to the lack of availability of economic indicators and
data about SMEs (Vojtovic, 2016); furthermore, some difficulties are related to the
fact that the effectiveness of the use of these resources depends on internal factors
(Cuckovic & Vuckovi¢, 2018) and from the influence of external organizations
(researches cenftres, universities, consultancy agencies) which role is central in
providing the right support to SMEs. As shown by the results, this topic has gained
attention in the last years both for the benefits that the SMEs can obtain using such
funding and from a policy's point of view. This is explained by the fact that these
kinds of programs are one of the most important sources for SMEs to increase the
innovation capability and competitiveness and indirectly, they may influence the
regional development and growth, in line with the EU objectives.
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