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What are we talking of?
• EU Commission definition

– micro, small and medium-sized enterprises 
(SMEs): employ fewer than 250 persons and 
have an annual turnover not exceeding EUR 50 
million, and/or an annual balance sheet total not 
exceeding EUR 43 million 

– small enterprise: employs fewer than 50 persons 
and whose annual turnover and/or annual 
balance sheet total does not exceed EUR 10 
million

– microenterprise: employs fewer than 10 persons 
and whose annual turnover and/or annual 
balance sheet total does not exceed EUR 2 
million



What are we talking of?

• SMEs often ignored in corporate 
sustainability discussion

• Forgetting their
– amount: 25 million in EU only
– important role as MNEs
– economic importance: 50% of EU GDP
– role as employers: employing 100 million EU 

humans



What are we talking of?

– Almost 25% of SMEs in the EU enable 
sustainability and circular economy transition by 
offering ‘green’ products and services and 
contributing to social economy (European 
Commission, 2020)



What are we talking of?

• On the other hand, SMEs cause 
– 70% of global pollution
– 60% of global carbon emissions



SMEs are diverse

• Business forms
– Companies in various forms

• Private, public, listed
– Partnerships and limited partnerships 
– Combinations of the above
– Different kinds of cooperatives including multi-

stakeholder cooperatives
• From social and health to banking, transport and data

governance
– Mutuals etc.



SMEs are diverse

• Albeit mostly domestic more and more SMEs 
are multinational (MNEs)
– OECD (2018)

• diverse in terms of business models, size, 
age, and entrepreneurs’ profiles, 

• range from agrifood and reindeer herding to 
liberal professions, from micros in the 
services sector to middle-range industrial 
companies, from traditional crafts to high-
tech start-ups



SMEs are diverse

• Due to their vast number, a majority of 
importers and exporters in the EU are SMEs 
and within the group of SMEs the majority 
are micro-sized enterprises, followed by 
small and then by medium enterprises
– For example, in Germany, the Mittelstand

considered to be the backbone of the German 
economy

– Yet, while large enterprises are a small minority of 
the number of enterprises in many countries 
account for the largest share in trade value



SMEs are diverse

– Only a small percentage of SMEs (some 0.6 
million undertakings) are involved in 
internationalisation beyond the single market

– The single market accounts still for 70% of the 
value of SME goods exports, and 80% of all 
exporting SMEs sell to other Member States 

– Only 17% of all manufacturing sector SMEs 
export within the single market

– The Single Market Barriers Communication 
(2020) shows that those most affected by 
continuing barriers, are SMEs



SMEs are diverse
• Digitalisation and innovations have made it 

easier for SMEs of all sizes to overcome 
some of the barriers to internationalization, 
and this trend is expected to continue

• What makes the SMEs special, there a 
correlation between sustainable social 
organisation and innovation
– Collective ‘social capital’ 
– Sustainable enterprises are built slowly by groups 

of people who collaborate over many years and 
not through the deliberate agency of visionary or 
‘charismatic’ leaders or entrepreneurs



SMEs are diverse
• The most important barriers to more cross-

border SME activity
– internal barriers, such as the price of their own 

product or service and the high cost of 
internationalization

– external barriers, such as lack of capital 
(estimated as EUR 20-35 billion), lack of 
adequate information, and lack of adequate public 
support and the costs of or difficulties associated 
with transport

– Both barriers were more important the smaller the 
SME is



SMEs are diverse

• Competitive edge: the quality of goods and 
services as the competitive edge for SMEs

• Increasing the societal importance of SMEs: 
employ the most of European workers and 
contribute to local economies through their 
supply chains and tax payments



SMEs are diverse in industry

• Food production
– Aquaculture
– Agriculture
– Apiculture
– Reindeer herding
– Other herding (goats etc)

• Non-indigenous and indigenous SMEs



Some are cooperatives but 
cooperatives are diverse
• In 2013: 160,000 cooperatives with 123 

million member and 5.4 million employees
• Some SME cooperatives are indeed 

communitarian, serving the local people
• Some are multi-stakeholder
• Some are banks
• Some are traditional mono-stakeholder 

consumer, producer and worker cooperatives
• Especially in retail following MNE business

model



SMEs are not diverse

• Financing
– Rely heavily on banking finance (90%)
– Blockholding as main rule also in listed SMEs
– No ‘separation of ownership and control’

• Members active in management and supervision
– Albeit some SMEs are ‘communitarian’, most are

not
• Employee participation as members (multi-stakeholder

enterprise)



SMEs are not diverse

– Need for joint public, private and hybrid 
investment in innovation and research

– Fully integrated capital markets can help mobilise 
finance for SMEs

– Public procurement



SMEs are not diverse, and are anyway

• All SMEs are part of global value chains
• Some are more tightly tied to the lead firm, 

some are not
• Some are networking

– Public procurement as regulatory modality
– A ‘force multiplier’



SMEs

• Albeit SMEs are enterprises with human 
faces, they require technology
– Financing
– Creating the edge on the markets
– Innovation financing extremely crucial for them

• Banks – no collaterals – no money – no honey
(apiculture of course)



Why SMEs are important

• Are their commitments to other organisations 
reciprocal and a source of opportunities for 
all network members? 

or



Why SMEs are important

• are they unilateral in which one dominating 
organisation (a for-profit firm as a lead MNE, 
a large of super-large cooperative, or a 
public market actor, for instance a state as 
shareholder or a municipality as a procurer) 
subordinates the network in its private 
interest without need to internalize their 
private and social costs and causing a 
‘strategic failure’ for the whole network?



Why SMEs are important

• Crucial question for SMEs’ sustainability: do 
they have power enough to form their 
business model as sustainable in spite of 
unsustainable forces in the value chains and 
networks they are a part of, and are they able 
to fulfil the duty set to them by the European 
Commission to contribute to ‘a climate 
neutral, resource efficient and agile digital 
economy’



Three crucial issues

– Business model
– Governance
– Finance



Business model

• Need to be ‘immune’ of investment model
– How to create a sustainable business model with

unsustainable finance
• Global value chains threat and possibility

– Possibility to create a SME MNE
• Technology as regulatory modality

– Platform economy: who owns the data?
• Amazon, Alphabet, Google, Uber, Airbnb

– Technology on the other benefits SMEs (AI, IoT, 
3D, cryptofinancing)



Governance

• A MNE ideal
– for boards in MNEs corporate governance and 

sustaining and developing the undertaking’s 
business model are essentially the same thing, 
both entailing the same goals and the same 
activities by the board, but with a tension



Governance

• Tension in MNEs
– Governance: board as custodian of the 

shareholders’ investment – shareholder value
– Business model: taking responsibility for the 

undertaking’s relationships with network 
(‘stakeholders’), integrating accountability and 
compliance with strategy – sustainable value 
creation



Governance

– value creation, capture and delivery in network
• Shareholders v network

– Corporate governance v business model:
reflected in accounting and reporting

• when financial accounting focuses to measuring 
realisable value distributable to the shareholders, a 
business model thinking emphasises demand for an 
integrated approach to explain the business model and 
value creation of the undertaking

– Challenge of company law and corporate 
governance to break this tension



Governance and SMEs

• What shareholder primacy means in SMEs?
– Direct participation of investors and members in

management
– ‘Stewardship’ takes different forms

• Partnership, cooperative, closely held company
– But do we still need independence in

decisionmaking to prevent tunnelling of private
interests to members, investors and
‘stakeholders’ as communities and workers?

• How ensure sustainable value creation
instead stakeholder primacy?



Policy questions

• Taking into consideration the diverse nature 
of SMEs
– Do the listed governance model (separation of 

‘ownership’ and control) fit all?
• Do we need a board?
• Do we need board ‘indipendence’?
• What is the role of limited liability?



Finance

• European Commission (2020): European 
SMEs face a ́finance gap in Europe of EUR 
20-35 billion 
– This despite substantial support programmes at 

EU and national level, and 
– In some Member States, access to finance 

remains a key problem for SME
– Food production



Finance

• Public private partnership crucial for SMEs
• Examples

– European Innovation Council (EUR 300 million in 
2020) for European Green Deal Investment Plan

– InvestEU: European Investment Fund
– Cryptofinancing (IPOs etc)
– InvestEU + Horizon

• Lacking a comprehensive planetary 
boundaries vision



Finance

• SME banks as cooperative banks
- Account 20% of EU bank deposits and loans
- Finance one third of SMEs in Europe

- Finland nearly 40% (OP)
- The Netherlands over 40% (Rabobank)



SMEs and commodities markets

• Consumer markets
– Shorter value chains: Food, transport

• Public procurement



Value chains

• Digitalisation
– Eg distribute ledger technology (DLT)

• Value chains
• Finance
• Governance

– Farm to fork
– Governance of common pool resources (data)



Policy question

• Access to data
• Public procurement
• Sustainable governance and finance



Policy question

• We see that we cannot leave the SMEs as 
underdogs

• That is why we need to take sustainability
due diligence seriously
– As the OECD in its MNE and DD guidance

• That is why we must take sustainability 
serious in reporting
– Not like Commission in its proposal for corporate 

sustainability reporting directive



Policy question

• Instead of exclusions and SME-specific 
standards, scalability

• Instead of creating monopolies and 
oligopolies for data, co-governance
– Reforms in competition law preventing

cooperation, in public procurement giving 
preference to MNEs



Thank you!

Research Group Companies, Markets & 
Sustainability(the Company Law Group): 

jus.uio.no/companies

@jukkamahonen
@CompanyLawGroup #SMARTLegacy

#FuturingNordics

https://www.jus.uio.no/english/research/areas/companies/

