KfW Research
Focus on Economics

KIFW

2)) SMEs see growing risks to their
international competitiveness

No. 471, 8 October 2024

Author: Dr Jennifer Abel-Koch, phone +49 69 7431-9592, jennifer.abel-koch@kfw.de

The public debate over the international competitiveness of
Germany as a business location continues against the back-
drop of weak exports and increased payroll costs, prices of
raw materials and inputs as well as energy in many enter-
prises. Europe's largest economy has recently fallen in
international rankings. Analyses by KfW Research reveal a
mixed picture of Germany as a business location.

Around one in ten German SMEs compete internationally in
their domestic and foreign sales markets. Location factors
within Germany are of particular importance for them because
most of their production takes place in Germany. In a supple-
mentary survey conducted under the KW SME Panel in
March 2023, small and medium-sized enterprises considered
themselves to be well positioned in many aspects compared
with their foreign competitors and most of them were optimistic
about their future competitive position, although they also
identified some risks to their future competitiveness at their
German location.

The findings of a new supplementary survey carried out under
the KfW SME Panel in April this year now demonstrate that
while many SMEs still regard their international competitive-
ness as strong, a small portion of them have fallen behind
their foreign rivals. Businesses' views of their future competi-
tive position have deteriorated considerably within a year, and
their concerns over Germany as a business location have
increased noticeably.

SMEs continue to regard bureaucracy as the greatest chal-
lenge, and the share of enterprises seeing it as a risk to their
future competitiveness has increased even further. Energy
costs are also viewed much more critically than just over a
year ago. Businesses also see environmental and climate
regulations as well as other regulations such as the German
Supply Chain Due Diligence Act and the application of EU
taxonomy as increased risks to their international
competitiveness. They are also concerned that taxes and
duties and the skilled labour shortfall could worsen to become
significant competitive disadvantages.

The growing concerns over their competitiveness at their
German location are likely to reflect the weaker economic
situation of some enterprises. However, they are also likely to
be an expression of the generally more tense mood among
SMEs and their fervent wish for policymakers to address
structural challenges even more vigorously and take concrete
steps to ensure that Germany continues to be a competitive
location.
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With exports weakening, Germany's international
competitiveness remains an issue

After significant increases in the years 2021 and 2022 thanks
to the recovery from the COVID-19 crisis, Germany's goods
exports fell again for the first time last year, albeit only
minimally, by 0.2% to EUR 1.590 billion." The development of
goods exports was disappointing in the first seven months of
this year as well, falling by 1.1% compared with the same
period last year.?2 Manufacturers' export expectations suggest
that the weakness in export growth will continue in the months
ahead. Particularly among SMEs, they were sharply lower
than the long-term average in September 2024, down 16.5
balance points (Figure 1).

Figure 1: Export expectations of manufacturers captured in the
KfW-ifo SME Barometer
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Note: Balance (in percentage points) of percentages of positive and negative
responses on export expectations for the coming three months (seasonally and
mean adjusted). Enterprises are generally classed as small to medium-sized if
they employ a workforce of not more than 500 and record an annual turnover
not exceeding EUR 50 million.

Source: KfW Research, ifo Institute

Exports of not just goods but also services shrank last year by
around 0.5% to EUR 406 billion.3 A less dynamic business
cycle as a result of high inflation and high interest rates and,
hence, low demand in important foreign markets as well as
geopolitical risks have created a difficult trade environment.
Moreover, increased payroll costs, higher prices of raw
materials and inputs or energy are putting pressure on many
businesses in Germany.* This has led to renewed debate over
the international competitiveness of German enterprises and
Germany's attractiveness as a location for doing business.

Germany has recently dropped in international competitive-
ness rankings such as the Country Index for Family
Businesses measured by the Centre for European Economic
Research (ZEW) in Mannheim, in which Germany dropped by
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four places between 2020 and 2023 to rank 18 of 21
industrialised countries.® The Ifo Institute has also identified a
deterioration in the competitive position of German industrial
firms within the EU and in global markets for around two years
now.®

An analysis by KfW Research revealed that Germany is a
business location with major strengths by international compa-
rison, such as high innovative power, good access to finance,
including for small and medium-sized enterprises, and thus far
a good availability of skilled workers. But it clearly has
weaknesses, too, such as low public investment, a high tax
burden on investment returns and high energy costs, espe-
cially in comparison with the US and Canada. Although the
country is still in a good starting position, the study has
identified an urgency to further expand on its strengths and
address its weaknesses in order to safeguard its competitive-
ness.”

Many SMEs still consider themselves to be well
positioned in global competition, but concerns are
growing noticeably

For the approx. 3.8 million German SMEs, location factors are
of particular importance because most of their production
takes place within Germany. Setting up production facilities
abroad requires a great amount of human and financial
resources and often does not pay off for small and medium-
sized enterprises with low output volumes. Accordingly, in the
2019-2022 period only around 1.7% of all small and medium-
sized enterprises invested abroad, and mostly for the purpose
of expanding into new sales markets.®

Nonetheless, around one in ten SMEs compete internationally
in their domestic and foreign sales markets. A dispropor-
tionately large share is composed of larger manufacturers,
which are among the main drivers of turnover, employment
and investment in the SME sector. Their competitors often
come from Europe, but also from China and the US.®

In a supplementary survey conducted under the KfW SME
Panel in March 2023, German SMEs considered themselves
to be well positioned in many aspects compared with their
foreign competitors. They regarded the availability of skilled
workers within their businesses, the positive image and the
high quality of their products as key strengths in international
competition. Many SMEs also believed that they were better
off than their international competitors with regard to the cost
of labour, raw materials and inputs, as well as energy. With
regard to the integration of digital technologies, some saw
themselves as latecomers, but at least as many considered
themselves to be pioneers. Over a year ago, SMEs were also
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predominantly optimistic with a view to their future competitive
position, presenting a better overall picture than the public
debate suggested.°

Nonetheless, some 19% of businesses also reported that their
competitive position had worsened. Companies already saw
significant risks to their future competitiveness at their German
location in last year's survey. They identified a particularly
strong need to address the issue of bureaucracy. However,
some SMEs also expressed concern that taxes and levies,
growing skilled labour shortages, rising energy costs and
insufficient availability of raw materials and inputs would affect
their future competitiveness. !

The findings of a renewed supplementary survey carried out
under the KfW SME Panel in April this year now demonstrate
that while many SMEs still regard their international
competitiveness as strong overall, a small portion of them
have fallen behind their foreign rivals. Unlike in the previous
year's survey, SMEs were asked for their views about not just
individual aspects of their competitiveness (such as the
availability of skilled workers within their business or the cost
of raw materials and inputs) but for an overall opinion about
their competitiveness. It is therefore not possible to compare
the findings directly to those of the previous year. The
questions asked about the future development of their
competitive position and possible risks to their future
competitiveness at their German location, however, were
identical in both surveys. The comparison revealed that their
view of their future competitive position has deteriorated
considerably within a year, and their concerns over Germany
as a business location have increased noticeably.

SMEs currently have a wide range of opinions about their
international competitiveness

At present, three in ten SMEs for which foreign competitors
play a major role regard their competitiveness as rather high
or even very high. Roughly half of all SMEs placed themselves
in the medium category, and around two in ten view their
competitiveness as rather low or even very low compared with
their foreign rivals. Manufacturing SMEs tend to regard their
competitiveness as slightly higher than enterprises from the
remaining sectors (Figure 2).

Although this overall picture is not comparable with the
findings of the previous year's survey, it does illustrate that
there is definitely room for improvement with a view to SMEs'
international competitiveness. Nonetheless, only around one
in three SMEs expect their own competitive position to
improve in the future.
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Figure 2: Manufacturing SMEs believe they are somewhat better positioned in international competition than enterprises from the
remaining sectors

Percentage of businesses that rate their competitiveness as very high / rather high / medium / rather low / very low compared with their most important competitors.

All sectors Manufacturing

up !

= Very high m Rather high = Medium Rather low mVery low

Note: Only enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary survey to the KfW SME Panel conducted in April 2024

Outlook on future competitiveness is clouding over expect to be able to further expand their position in the coming
In the supplementary survey conducted in April 2024, 34% of three years, compared with only 26% of SMEs that currently
SMEs that compete with foreign businesses expected their compete internationally on a low or medium level (Figure 4).
competitive position to improve in the coming three years. In

the past year, 35% expected an improvement. A further 36% Conversely, just 7% of SMEs that currently have high

of SMEs currently expect to be able to at least maintain their international competitiveness are worried that they might fall
current position — around 11% fewer than in March 2023. At behind their foreign competitors — while more than 38% of
the same time, the share of SMEs expecting their competitive enterprises with low to medium competitiveness expect their
position to deteriorate increased by around 10% since last position to worsen. The positive correlation between current
year. Some 29% of all SMEs competing internationally competitiveness and the expected development of the future
currently expect to fall behind significantly in international competitive position is also apparent in multivariate analyses
competition (Figure 3). Thus, the outlook has deteriorated and is independent of sector, enterprise size and other
significantly since March of last year, even though businesses characteristics.

that believe they can maintain and expand their competitive

position are still in the majority. This can be seen as an indication that existing trends are

intensifying. Whereas the already very competitive SMEs are
Particularly competitive SMEs are pulling ahead — weaker breaking into the lead, many weaker enterprises are finding it
enterprises can hardly catch up difficult to keep up with their global competitors. A key reason
Enterprises that are already well-positioned today are most for this is likely to be their low propensity to invest.
likely to expect their competitive position to improve. Around
56% of SMEs that currently compete well internationally

Figure 3: Outlook on international competitive position is clouding over

Percentage of companies that expect their competitive position to deteriorate significantly / rather deteriorate / remain unchanged / rather improve / improve
significantly in comparison with their most important competitors.

» I

m Deteriorate significantly = Rather deteriorate Remain unchanged = Rather improve = [mprove significantly

Note: Only enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary surveys to the KIW SME Panel conducted in April 2024 and March 2023
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Figure 4: Particularly competitive businesses are likely to further expand their position in the future

Percentage of companies that expect their competitive position to deteriorate significantly / rather deteriorate / remain unchanged / rather improve / improve
significantly in comparison with their most important competitors, based on their current competitiveness

Expected development of the future competitive position

All internationally competitive companies

... with high international competitiveness

... with medium or low international competitiveness - 36
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Note: Only enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary survey to the KfW SME Panel conducted in April 2024

In the year 2022, enterprises with a low or medium level of
competitiveness invested not even half as often as those that
have a high level of competitiveness. They were also less
likely to introduce product and process innovations or
implement digitalisation projects.

Expectations of their own competitive position are mirrored in
their expectations of future turnover which, for its part, is a
major factor that determines future investments.'? It must
therefore be expected that the divide between businesses with
a low level and those with a high level of international com-
petitiveness will widen further, and that SMEs that have once
fallen behind their foreign competitors will be hard pressed to
catch up again.

Manufacturing industry is showing more optimism than
other sectors

A separate look at manufacturing shows that expectations
here are somewhat more muted than just over a year ago. In
fact, the share of companies expecting their competitive
position to improve dropped from 41% to 35%. At the same
time, the proportion of enterprises that believe their
competitive position will remain steady has grown slightly. The
share of businesses that fear their competitive position will
deteriorate is only around 2 percentage points higher than in
the previous year and, at 21%, much lower than in all SMEs
that compete internationally (Figure 5).

Manufacturing plays a prominent role particularly in Germany,
accounting for 20.4% of gross value added and 16.3% of
employment in 2023, which continues to be higher than in
most other European economies.'® Automotive engineering,
mechanical engineering as well as the metal and chemical
industries are the main drivers. Last year, motor vehicles and
vehicle parts were Germany's most important export goods,
amounting to EUR 270 billion, followed by machines

(EUR 226 billion) and chemical products (EUR 141 billion)."*
This explains why a possible decline in international
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competitiveness in manufacturing industries and a looming
deindustrialisation of Germany are viewed with particular
concern.

So far, there are hardly any signs of advancing deindustrialisa-
tion in the German SME sector. An analysis of foreign invest-
ment by small and medium-sized enterprises still indicates a
low tendency to shift business activities abroad. Only 3.8% of
all SMEs are planning to invest abroad in the next three years.
Tapping into new sales markets continues to be the main
motive. Significantly fewer businesses mentioned lower taxes,
less regulation, lower labour costs or a better supply of skilled
labour as a decisive motive. Electricity and gas prices also
play a comparatively minor role in cross-border investments
by SMEs."®

Irrespective of this, manufacturers in Europe have come under
greater competitive pressure. A major reason is tougher
competition with China, which in recent years has evolved
from a supplier of inputs to a relevant exporter of finished
products, where it has gained price competitiveness. This is
due to the downturn in China's real estate market, which has
dampened demand for goods such as steel or cement, as well
as to state subsidies in the high-tech industry in particular and
to considerable excess capacity in the Chinese market.®

The results of the most recent supplementary surveys to the
KfW SME Panel underscore that there is great urgency to
safeguard businesses’ international competitiveness in order
to withstand the growing competitive pressure. This is clear
not least from their increased perception of threats to
Germany as a business location.



Figure 5: Manufacturers remain predominantly optimistic
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Percentage of companies that expect their competitive position to deteriorate significantly / rather deteriorate / remain unchanged / rather improve / improve

significantly in comparison with their most important competitors.
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Note: Only manufacturing enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary surveys to the KfW SME Panel conducted in April 2024 and March 2023

SMEs see growing risks at their German location, with
bureaucracy still their greatest concern

SMEs are coming under increasing competitive pressure from
multiple sides. What continues to unsettle SMEs the least is
the Inflation Reduction Act, which not more than 3% of all
small and medium-sized enterprises currently perceive as a
potential threat to their competitiveness. They see all other
aspects covered by the survey as a high risk much more often
than over a year ago (Figure 6).

SMEs continue to regard bureaucracy as the greatest risk to
their competitiveness at their German location, with around
59% of companies seeing it as a threat, another 11 per-
centage points more than in March 2023. Manufacturers are
particularly concerned, with 70% of enterprises describing
bureaucracy in Germany as a high risk to their competitive-
ness — compared with 56% in March 2023 (Figure 7).

The question to what extent this concern about the future
mirrors the actual administrative burden that can already be
felt today cannot be reliably answered. The administrative
burden index measured by the Federal Statistical Office,
which describes the effort involved in dealing with classic 'red
tape' (such as filing applications, submitting reports, providing
evidence) today shows a much lower burden than just a few
years ago. At the same time, the much more broadly captured
compliance costs incurred from meeting legal requirements
have continued to increase, as identified by the National
Council for the Review of Legal Norms in its latest 2023
Annual Report."” In order to be able to better identify the
actual administrative burden on small and medium-sized
enterprises, KfW Research plans to conduct a separate study
in the further course of the year.

Competitive energy costs are an issue for one in every
two SMEs

Around 47% of all internationally competing SMEs, and as
much as 52% of manufacturers, see energy costs as a high
risk to their future competitiveness. This is significantly more
than in the previous survey, in which only around one in five
SMEs and only one in three manufacturing SMEs feared

competitive disadvantages as a result of energy costs (Figures
6 and 7).

On average, energy in the form of electricity, natural gas,
petrol or heating oil accounts for 13% of all costs incurred by
small and medium-sized enterprises, which makes it the third-
largest cost factor after wages and salaries (33%) and raw
materials and inputs (22%) in the SME sector. However,
businesses expect the strongest cost increases in this area,
with 64% of SMEs expecting higher energy costs in 2024 than
in the previous year, and 24% of these even predict cost
increases in excess of 10%.®

SMEs' expectations are likely to be heavily influenced by their
experience during the energy price crisis. Since then, elec-
tricity prices have eased again significantly and, in part, are
actually lower than before the crisis, mostly due to the lifting of
the EEG (Renewable Energy Sources Act) levy.'® This should
also be gradually reflected in individual electricity contracts.
Gas prices have also eased but still remain above the pre-
crisis level.?°

In the longer term, renewable energy production costs may fall
in Germany, but the costs for other electricity components
may rise. These include, in particular, the costs of grid
expansion and battery storage and the cost of maintaining
flexible power plant capacity to balance out variability in
electricity generation from renewables.?’!

Furthermore, electricity production costs may fall more steeply
in other countries that are driving the expansion of renewables
than in Germany, which has a rather unfavourable weather
profile by international comparison. This is sure to pose a
challenge particularly for the competitiveness of energy-
intensive industrial enterprises at their German location.??
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Figure 6: SMEs perceive growing risks to their international competitiveness at their German location

Percentages of enterprises that regard the listed factors at their German location as a high risk to their competitiveness in the coming three years.
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Note: Only enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary surveys to the KfW SME Panel conducted in April 2024 and March 2023

Risks to competitiveness from regulation

Around 41% of small and medium-sized enterprises see
environmental and climate regulations as a possible risk to
their future competitiveness — 15 percentage points more than
in the spring of 2023. That share is as high as 52% among
SME manufacturers, nearly twice as high as in the previous
year. According to the KfW Climate Barometer 2023, most
SMEs, particularly the larger enterprises, support the goal of
climate neutrality. Nevertheless, almost one third of all
businesses regard their own business model as incompatible
with the target of climate neutrality.?® The smaller the
business, the more important it appears to be to design
climate and environmental requirements in a way that avoids
competitive disadvantages, thereby increasing acceptance
and support for the transition process.

More SMEs also perceive applying the EU Taxonomy as a risk
than before. It defines sustainability criteria to rate business
activities and forms the basis for businesses' sustainability
reporting. It is true that only large enterprises and financial
service providers are so far required to undertake such re-
porting. However, the content and scope of validity are being
successively expanded. From the 2026 fiscal year, capital-
market oriented SMEs will also be required to report the
compliance of their activities with the EU Taxonomy. In order
to meet the reporting duties, many enterprises are likely to
request information from their suppliers, including from small
and medium-sized enterprises that have no such reporting
obligations.
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The situation is similar for the Supply Chain Due Diligence
Act, which 31% of SMEs currently see as a risk to their
international competitiveness. That figure is as high as 45% in
manufacturing enterprises, up from just 17% in the previous
year. The act has applied to enterprises with more than 3.000
employees since 1 January 2023 and to firms with at least
1000 employees since 1 January 2024. It requires them to
perform and document human rights and environmental due
diligence in their supply chains. Even if small and medium-
sized enterprises fall below the threshold defined in the act,
they are nonetheless indirectly affected as suppliers, for
example because they must supply information or participate
in prevention and remedial measures. Over the past months,
many SMEs are likely to have become aware of this.

The EU Taxonomy and the German Supply Chain Due
Diligence Act are examples that while regulations have
exemptions for small and medium-sized enterprises to avoid
putting a disproportionate burden on them, these are still often
affected indirectly through their value chain relations with
enterprises that are subject to such requirements. Even
having to look at new, often complex legal requirements in
order to determine to what extent they are relevant to their
own business is already technically challenging and time-
consuming for many smaller businesses, sole traders and self-
employed professional. It would therefore be useful when
designing regulations not just to examine exemptions but also
to take into account the indirect burdens for small and
medium-sized enterprises and their competitiveness.



Manufacturers in particular see a growing need to reduce
taxes and levies in particular

Taxes and levies are also increasingly being seen as a risk —
especially in the manufacturing sector, where around half of all
enterprises fear growing competitive disadvantages from
taxes and levies. Thus, taxes and levies even outstrip energy
costs and environmental and climate regulations.

The Growth Opportunities Act, passed in 2024, is likely to
have provided major impetus with a view to corporate taxes.
Among other things, it provides for tax breaks, for example
through improved depreciation options and more flexibility for
losses carried forward, and less tax bureaucracy. However,
many initially planned measures were cancelled and the
volume of relief was reduced from originally EUR 7 billion to
EUR 3.2 billion annually in the course of the legislative
procedure. Business associations recognise the Growth
Opportunities Act as a step in the right direction but demand
more comprehensive measures.?* The fact that Germany has
become a less attractive business location from a tax point of
view in the past 15 years due to a lack of major business tax
reforms and has an effective average tax burden on invest-
ment projects of 28.5% that is well above the EU average is
also illustrated by the Mannheim Tax Index of the Centre for
European Economic Research, for example.?5

Skilled labour shortages remain a risk — despite a
temporary drop in the wake of the economic downturn

A further aspect that continues to preoccupy SMEs is the
shortage of skilled workers in the labour market. In March
2023, manufacturers in particular perceived it as a threat to
their competitiveness, but other sectors have become more
concerned as well. Among all SMEs that compete with
enterprises from abroad, 30% regard the shortage of skilled
labour as a high risk to their competitiveness at their German
location (Figure 6).

In the past quarters, the skills shortage has decreased
moderately as a result of the economic downturn — slightly
more in manufacturing than in the remaining sectors. In the
services sector in particular, the share of businesses whose
activities are hampered by skilled labour shortages remains at
a disproportionately high 42%. The skills shortages can be
expected to worsen again once the economic situation
improves. In other words, the urgency to act remains the
same, and it is essential to respond by providing incentives for
greater labour market participation, attract and integrate
skilled migrants, provide training in line with needs, retrain
workers and increase labour productivity.2%

When the economy begins to recover, there is a potential for
renewed bottlenecks not just in the availability of qualified
workers but also in the supply of raw materials and inputs,
which around 22% of all SMEs in the manufacturing sector
currently regard as a threat to their international
competitiveness.
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Three in ten SMEs fear competitive disadvantages from
inadequate digital infrastructure

In an international comparison, Germany does not hold a top
position in research and application of digital technologies.
Among other impediments, its digital infrastructure is one
reason that digitalisation is not progressing faster in enter-
prises.?” Around 30% of all SMEs that compete internationally
currently fear that an inadequate digital infrastructure might
hamper their competitiveness at their German location in the
medium term.

A lower proportion of businesses regard inadequate transport
infrastructure as a problem, although concerns that it may end
up becoming a competitive disadvantage have grown here as
well. The share of businesses that see inadequate transport
infrastructure as a high risk to their competitiveness at their
German location in the next three years is 19% compared with
11% in the previous year.

Financing constraints remain a comparatively low risk

In international comparison, Germany provides businesses
with a very good financing environment. Small and medium-
sized enterprises, which tend to have less access to finance
than large enterprises, can find comparatively attractive
financing conditions in Germany.?® The restrictive monetary
policy of the past two years and the weak economic develop-
ment have slowed credit demand from small and medium-
sized enterprises and caused banks to adopt more restrictive
lending policies, to be sure.?® Nevertheless, accessing
sources of finance is currently not one of the greatest
challenges for small and medium-sized enterprises.*

The topic of finance is also causing less concern about the
future than other topics. Although the share of SMEs that
regard financing constraints as a potential risk to their future
competitiveness has also risen since March 2023, it continues
to be well below the share of enterprises that consider bureau-
cracy, energy costs and environmental and climate regulations
as a possible competitive disadvantage (Figure 6). In the
manufacturing sector, possible financing difficulties are having
even less of an adverse effect on businesses' expectations for
their future competitive position (Figure 7).

Growing concern over future competitiveness also
reflects the current mood

In many areas, such as bureaucracy, the existing situation has
changed only little since March 2023. Nevertheless,
businesses consider the risks to their future competitiveness
at their German location to be significantly higher overall than
last year.
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Figure 7: Manufacturers also see growing risks but give them different weightings

Percentages of enterprises that regard the listed factors at their German location as a high risk to their competitiveness in the coming three years.
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Note: Only manufacturing enterprises for which international competitors play an important role. Figures extrapolated on the basis of the number of enterprises.

Source: Supplementary surveys to the KfW SME Panel conducted in April 2024 and March 2024

The increased worries about competitiveness are likely a
reflection of two things: first, businesses’ current economic
situation, which has deteriorated noticeably between the
March 2023 survey and the tracking survey of April 2024. The
business situation assessments provided under the KfW-ifo
SME Barometer fell by 5.0 points to -11.0 balance points
during this period. In September 2024, they were at the lowest
level since the outbreak of the COVID-19 pandemic, at -20.1
balance points.3' The developments of the past years — the
COVID-19 pandemic, war in Ukraine and the Middle East, the
energy crisis, inflation and the weak economy — are slowly
leaving an imprint on small and medium-sized enterprises,
which have thus far proven to be very resilient. Second, the
more critical assessment of possible risks is also likely to be
an expression of the generally anxious mood in the SME
sector, the intensive public debate about Germany's
competitiveness and the fervent wish for policymakers to
address structural challenges even more effectively.

There is a broad range of possible ways to secure and
strengthen Germany's competitiveness as a business location:
reduce bureaucracy and administrative burdens, tackle the
skilled labour shortage, create acceptance for the green
transformation by avoiding competitive disadvantages, push
ahead with digitalisation and secure the supply of energy and
raw materials. Small and medium-sized enterprises now see a
significant need for action in these areas. It will be difficult to
make up for what has been neglected. Once small and
medium-sized enterprises have fallen behind their foreign
rivals it will become all the more difficult to catch up with the
global competition.
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The dataset: the KfW SME Panel

The analyses presented here on international
competitiveness in the SME sector are based on two
supplementary online surveys conducted as part of the KW
SME Panel.

The KfW SME Panel (KfW-Mittelstandspanel) has been
conducted since 2003 as a recurring survey of small and
medium-sized enterprises in Germany. The basic population
includes all private-sector companies with annual turnovers
of up to EUR 500 million from all industries. The KiW SME
Panel is the only representative survey of the German SME
sector, making it the most important source of data on issues
relevant to the SME sector and for informing policymakers. A
total of 11,328 SMEs took part in the most recent 21st wave.

GfK SE conducted supplementary representative online
surveys of small and medium-sized enterprises on the
topic of competitiveness on behalf of KfW Group. All
enterprises that had already participated in an earlier wave of
the KfW SME Panel and had provided a valid email address
were surveyed.

The most recent supplementary survey, which was
conducted in the period of 15-25 April 2024, included
responses received from a total of just under 2,800
enterprises, around 400 of which had major foreign
competitors. The previous year's survey was conducted
between 1 and 8 March 2023 and received responses from
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some 2,200 businesses, which also included some 400 Further information can be obtained at www.kfw-
enterprises with important foreign competitors. As the mittelstandspanel.de.

supplementary survey is linked to the main database of the

KfW SME Panel, the results of the supplementary survey Follow KfW Research on X.

provide a representative picture as well.
Or sign up for our free email newsletter here and you won't
miss out on any KfW Research publications.

' Cf. Destatis (2024): Total development of German foreign trade from 1950, Wiesbaden.
2 Cf. Destatis (2024): Exports in July 2024: +1.7% on June 2024, Press release No. 336 of 6 September 2024, Wiesbaden.
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