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1 Introduction

For many companies gaining access to international markets is a way to increase competitiveness and
foster further development. Internationalisation is considered to be benéficial as it allows companies to
increase their technological capabilities by gathering knowledge from abroad, while providing access to
cheaper inputs. It also allows companies to exploit specific assets in foreign markets, accumulate global
market power andreach aninternational scale. Furthermore, it lowers their volatility through geographical
diversification and provides experience on how to successfully operate in foreign markets by improving
organisational capabilities (Contractor, 2007).

Today, internationalisation is important for all companies, large and small. Increasingly, small- and
medium-size enterprises (SMEs) are confronted with international competition and are thus required to
play a role in international markets (Onkelinx and Sleuwaegen, 2008). In addition, empirical evidence of
SME internationalisationemphasisesthatthe benefits of globalisation are no longerexclusively reaped by
large multinational corporations, but smaller companies arenow benefitting more and more froma global
marketplace and the tremendous opportunity for business growth and development (Hutchinson et al,
2009). However, capitalising on the opportunities provided by internationalisation poses significant
organisational challenges, especially for SMEs (Hsu et al., 2013).

Irrespective of their size, companies can become internationalin different ways. These include exporting,
contractual arrangements, licensing and franchising, joint ventures, strategic alliances and fully owned
foreign directinvestment (FDI), including greenfield investmentsand mergers and acquisitions (Malhotra
et al,, 2003). Due to SMEs having fewer resources at their disposal, exporting and importing remain the
most common means of internationalisation - a finding confirmed by a European Commission survey
(2015).

How many European SMEs are currently international in their operations?

Across the 27 Member States of the European Union, more than 25 million SMEs employ around 100m
people and contribute half of the bloc’s GDP. A recent survey shows that just over a quarter (26 %) of all
European SMEs have exportedtheir goodsor services in 2019 (European Commission, 2020 a). Specifically,
the survey showed that 23 % exported to other EU Member States, 9 % exported to European countries
outside the EU, 4% exported to North America, 4% exported to the Middle East and Africa, 3% to Latin
America and the Caribbean, 3% to Chinaand 4 % to therestof Asia and the Pacific. Interestingly, this trend
appears to berather stable over time. Indeed,anothersurvey conducted in 2009 provided a similar picture,
with 25 % of SMEs within the EU exporting (European Commission, 2011).

The data thus indicate that the large majority of European SMEs are not yet profiting from a global
marketplace and this situation has not substantially changed over the past decade. The existing gap in
global markets participation by SMEs appears even more clear, if we look at the corresponding share of
large companies that exporttheir products. The survey found thatslightly more than a half (56 %) of large
companies were involved in exporting activities in 2019, more than double the proportion of SMEs
(European Commission, 2020 a).

Are European SMEs taking full advantage of the opportunities offered by international markets?

The European Central Bank (2019) indicates that exporting SMEs tend to be more profitable andinnovative
than non-exporting ones. In addition, exporting SMEs are also more likely to belisted on stock markets.In
addition to the identification of differences between exporting and non-exporting SMEs, the survey also
highlights significant differences within the group of exporting SMEs related tothe type of the destination
market for these companies. In particular, the survey indicates that those SMEs exporting to markets
outside the EU are even more innovative than those exporting only within the EU.
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Internationalisation providesadvantages to SMEs as it enlarges the marketfor their products. However, it
can also increase the risk of failure for these small, still-vulnerable companies that attempt to enter
unfamiliar and highly competitive markets (Mudambi and Zahra, 2007). Nonetheless, empirical evidence
suggests that internationalisation can help SMEs extend beyond the limits of domestic markets, capitalise
on market imperfections in other countries and achieve greater production volume (Lu and Beamish,
2001). But it has been shown that when SMEs expand internationally, they often experience an initial
decline in profitability (Lu and Beamish, 2001; Mudambiand Zahra 2007).

Oncetheinitial obstacles are overcome, increased levels of internationalisation are associated with higher
performance, especially for SMEs operating in high-growth, globalindustries (Mudambiand Zahra 2007).
This effect is magnified during an economic crisis, when companies can exploit their operationsin foreign
markets to succeed and further develop their competitive advantage (European Central Bank, 2015).
Moreover, it has also been shown that despite the increased liabilities of newness and smallness, inter-
nationalisation overall provides opportunities that increase the chance of survival in the long run (Lee et
al., 2012). Indeed, by gaining access to international markets, SMEs can become less vulnerable to country-
specific shocks through geographical diversification (Contractor, 2007). As recently underlined by the
recent Covid-19 outbreak, SMEs may also benefit from diversifying their supply chains and not being
dependent on onesingle countryor region (Business Europe,2020).

Overview of impediments that can discourage SMEs to internationalise their operations:

As they attempt to internationalise their operations, SMEs are often confronted with substantial barriers
which can be defined as “any attitudinal, structural, operative or other obstacles that hinder or inhibit
companies from taking the decision to start, develop or maintain international activity” (Leonidou, 1995).
These barriers can be both internal and external to the company (OECD, 2006). They are classified as
internalifthey pertain to the individual company andare generally associated with a lack of organisational
capabilities or resources that prevents the company from internationalising its operations. On the other
hand, they are classified as external if they stem from the home and/orforeign environmentwithin which
the company operates.

It is important to acknowledge that the effects of internationalisation barriers and their relevance vary
according to the stage ofinternationalisation of the company (Alvarez, 2004). Indeed, while for those SMEs
thatalready haveinternational operations, some barriers may have the effect of hampering international
growth, but for those SMEs that are not yet internationalised, some barriers may even discourage them
from engaging in it. Moreover, while many internationalisation barriers affect SMEs regardless of their
stage ofinternationalisation, it has beenshown that certain barriers can be more problematic for SMEs that
arenotyetinternationalised while certain other barriers tend to affectmoreinternationalised SMEs (OECD,
2006). Table 1 shows the type of barriers that SMEs face depending on whether they are present in third
countries. While internal barriers relate to the same areas for both those SMEs already internationalised
andthose notyet, the nature of the barriers is very different.

Table 1:Barriers and challenges of internationalising SMEs

Internal External

Notyetinternationalised Information Competitor
Human resources Procedural
Financial Governmental
Marketing
Already internationalised Information Procedural
Human resources Trade (Tariff and non-tariff)
Financial
Marketing

Source: Own elaboration based on literature review
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In the following section, we will thus first discuss the barriers (both internaland external) that are likely to
affect SMEs that are notyet internationalised.Then, we will discuss the barriers (both internal and external)
that are more likely to affect SMEs that are already internationalised. This distinction would allow policy-
makers to define more targeted policies according to thetype of SME. In other words, if the goal of policy-
makers is to increase the number of SMEs that operate in international markets, the focus should be
directed to the elimination or at least the reduction of the effects of certain barriers. However, if the goal
of policy-makers is to sustain SMEs that already operate in international markets, the focus should be
directed to the elimination or at least the reductionof the effects of other barriers (OECD, 2006).

2 Barriers for SMEs that are not yet internationalised

Internal Barriers
Informational barriers:

Among the different types of internal barriers, informational barriers may prevent SMEs from
internationalising their operations. Informational barriers can be defined as ‘the problems in identifying,
selecting, and contacting international markets due to information inefficiencies’'. For those SMEs that
have not yet started the process of internationalising their operations, these barriers may even dissuade
them from engagingin international activity (Wasowska, 2016). The OECD identified several key reasons
for informational barriers occurring. First, informational barriers may arise from limited information to
locate and analyse markets, which increases the difficulty in finding those national and international
sources of information that are available to reduce the amount of uncertainty associated with foreign
markets (OECD, 2009). Second, informational barriers may arise from the lack of reliable data about the
international marketwhich can be due to problems associated with the source, quality and comparability
of available information used to attempt to increase understanding of foreign markets (OECD, 2009).
Finally, informational barriers may arise from strategically and/or proactively identifying and selecting
opportunities in foreign markets (including customers, contacts, business partners and joint ventures)
(OECD, 2009).

Humanresource barriers:

Another important barrier to internationalisation for SMEs concerns the difficulties associated with the
management of human resources (Mendy and Rahman, 2019). Managers of SMEs that have not yet
internationalised their operations may face time and resource constraints for the identification of foreign
markets and for the designing of an appropriate entry strategy. Similarly, the increased amount of work
demanded by international operations may become overwhelming especially if an SME’s personnel have
no prior experience in handling the required documentation, the logistical arrangements, and the
communication with foreign customers (OECD, 2009). At the same time, SMEs often do not have the same
resources for training employees as larger companies. A recent survey indicates that the availability of
skilled staff or experienced managers remains the most serious problem fora quarter of EUSMEs (European
Central Bank, 2019).

Financial barriers:

Financial barriers also represent an important obstacle for SMEs, especially those that are not yet
internationalised. A recent survey found that more than a half of non-exporting SMEs report that the
financial investment required to become an exporter is too large and it thus discourages them to
internationalise (European Commission,2015). Financial barriers can occur when SMEs have a shortage of
funds needed for researching new markets and adapting marketing strategies to international markets.

! Glossary for Barriersto SME Access to International Markets:
https.//www.oecd.org/cfe/smes/qglossaryforbarrierstosmeaccesstointernationalmarkets.ntm#lnformational Barriers
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Similarly, financial barriers can occur when there is a shortage of funds needed to finance the necessary
investmentsto startinternational operations. Finally, financial barriers can occur when there is a shortage
of funds needed to insure products or assets in foreign markets. As identified by the literature, finandial
barriers can be particularly relevant to SMEs as they are linked to company size (European Commission,
2011). Indeed, compared to larger companies, SMEs are usually at a disadvantage when seeking to obtain
loans from banks due to their lower assets.In 2019, 18 % of EU SMEs did not obtain the full bank loan for
which they have applied, and this clearly creates difficulties for SMEs given that bank-based finance
accounts for around 90 % of their financing needs (European Commission, 2020 b). However, it is only
when SMEs overcome their financial barriers and have access to sufficient capital that they can become
competitive globally (Jinjarak and Wignaraja, 2016). The EU should thus prioritise efforts to financially
sustain SMEs.

Marketing barriers:

Finally, marketing barriers can prevent SMEs from internationalising their operations, including the
company'’s product, pricing, distribution, logistics, and promotion activities abroad (Leonidou, 2004). SMEs
may have to develop new products or adapt existing onesto the needs of specific foreign markets. At the
same time, SMEs may also have to modify their pricing formula in order to match competitors’ prices.
Overall, these changes may reduce the potential for economies of scale associated with exporting and
affect overall profitability (Onkelinx and Sleuwaegen, 2008). Similarly, exporting to foreign countries
requires the appropriate distribution channels abroad to be defined. Indeed, foreign markets may
substantially vary from the home countryin the rangeand quality of services offered to support companies
doing business and in the number of layers making up the distribution channels. Moreover, distribution
channelsin third countries may already be fully appropriated by local companies that have no incentives
toaccommodate directcompetitors (OECD, 2006). Similarly, local distributors may control certain levels of
the distribution andraise the costs for new entrants. Another marketing barrier to internationalisation is
represented by thedifficulties that SMEs may encounter when they mustidentify reliable foreign partners.
These difficulties may occur when SMEs cannot find partners in the third country to help roll out their
operations. For example, foreign partners may have different organisational and operational structures
that make the partnership difficult or even more problematic, while local potential partners may already
be engaged by competitors (OECD, 2006).

External Barriers
Competitor barriers:

While constrained by limited resources, SMEs are likely to be exposed to intense competition in foreign
markets, both from incumbent domestic players and large multinational corporations. SMEs may thus be
discouraged fromentering foreignmarkets while they will fear that their domestic competitive advantage
could be lost overseas due to more complicated and intensive competitive scenarios (OECD, 2009).
Moreover, traditional strategies of internationalisation that work for multinational corporations may be
ineffective for SMEs. Therefore, SMEs will need to develop their own unique competitive strategy when
faced with competition from foreign companies (Onkelinx and Sleuwaegen, 2008). To successfully
compete in international markets, SMEs are required to focus on specific, well-defined market niches, in
which they can still hold a competitive advantage, and thus deliver higher value to their customers
(Onkelinxand Sleuwaegen, 2008).

Procedural barriers:

Another external barrier that can prevent SMEs from internationalising their operations concerns
unfamiliarity with the necessary procedures and required paperwork. Indeed, SMEs may have difficulties
in understandingand managingthe complexity of customs documentation or the bureaucracy associated
with export operationsdue to theirmore limited resources (Arteaga-Ortizand Ferndandez-Ortiz, 2010). This
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raises compliance costs and may cause delays which can require SMEs to hold larger inventories and
working capital (OECD, 2018). Of the barriers tointernationalisation, procedural barriersare less direct, and
they are often not visible. As a result, they are usually hard to identify and eliminate (OECD, 2006).

Governmental barriers:

SMEs wishing to internationalise their operations are also often confronted with governmental barriers,
which can be defined as ‘the barriers associated with the action or inaction by the home and foreign
governmentin relation to its indigenous companies and exporters'.

Among them, the lack of home government assistance/incentives to participate in global value chains has
been identified as a main concern for SMEs, according toa recent survey (European Committee of Regions
and EUROCHAMBERS, 2019). Globalisation has greatly increased in recent years, and production is now
more and more fragmented across companies and countries. While multinational corporations have been
at the forefront of this process, SMEs are increasingly confronted with the opportunities but also the
challenges offered by global value chains (OECD, 2018). Participation in global value chains can be
extremely beneficial for SMEs as it can provideaccess toglobal markets at lower costs, create opportunities
to scale up thebusiness and accelerate innovation and managerial know-how (OECD, 2018). At the same
time, SMEs’ awareness and understanding of the structure and the dynamics of global value chains is
generally low, and most SMEs across different sectors are not able to identify their competitive strengths
within the value chain (OECD, 2008). Moreover, concerns about boththe inadequacy of resources needed
and the inability to protect the company’s intellectual assets may hinder the opportunities for SMEs to
successfully participate in global value chains (OECD, 2018). This suggests that SMEs would benefit from
more practical information on the benefits of participatingin global value chains and assistance in how to
more concretely obtain accessto them.

3 Barriers for SMEs that are already internationalised

Internal barriers
Informational barriers (FTAs):

When exporting, companiescan use free trade agreement (FTA) schemes to reduce their payment of tariff
rates. The number of FTAs hasgreatlyincreasedsince the early 1990s and their role in the world economy
has become increasingly crucial. SMEs exportingin other countries can benefit from FTAs as they can have
the opportunity to access the foreign market at a lower cost than prior to the implementation of the
agreement. Similarly, SMEs that are importing capital goods and/or input from a foreign country also
benefit from FTAs as the access to foreign markets provides opportunitiesto reduce the costs associated
with imports. Altogether, this allows stronger connections between companies, generating a flow of new
trade opportunities.

The survey from the European Committee of Regions and EUROCHAMBRES indicated that the key
challenges for SMEs relate to the complexity and lack of consistency of the rules of origin as well as the
high administrative burden to comply with customs procedures and formalities. These results are in line
with previous research on the topicthat has clearly identified the costs and requirementsassociated with
the utilisation of FTAs as major barriers faced by companies operating in third countries (Songa and
Moonb, 2019).Indeed, exporting companies are forced to meetthe rules of origin for each product under
each FTA, issue the certificate of origin and submit it to the customs authority. To reap all the available
benefits associated with FTAs, exporting companies not only have to fully understand the provisions of
each FTA and the tariff concession schedulesbut also to develop a sufficient degree of familiarity with the

2 Glossary for Barriersto SME Access to International Markets:
https.//www.oecd.org/cfe/smes/qglossaryforbarrierstosmeaccesstointernationalmarkets.ntm#lnformational Barriers
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procedures required for the issuing of the certificates of origin and the requirements associated with the
rules of origin (Wignaraja, 2014).

Itis thus not surprisingthat that larger companies have a comparative advantage over SMEs in thebenefits
they can get from using FTAs when exporting given their higher financial, physical,and humanresources
(Takahashiand Urata 2010). Indeed, while FTAs provide lower tariff rates for exporting companies, their
utilisation involves some costs,such as theneed to changeprocurement sources fromthe optimal pattern
or general administrative costs. Therefore, it is only beneficial for companies to use FTAs if the gains
obtained from lower tariff paymentsare higherthanthe increased costs. In addition, the amount of export
matters, since the greater the number of exports made, the greater the saving in tariff payment will be
(Hayakawa, 2015). This implies that all the costs associated with the utilisation of FTAs are much more
relevant for SMEs and, if too high, they may even discourage SMEs from using them. Another important
aspect that should be considered is that SMEs have a similar degree of likelihood of FTA use.Indeed, this
can be influenced by improving understanding at a company level, which can be achieved, for example,
through R&D expenditure and learning by doing as well as by acquiring knowledge on FTAs through
interactions with those institutions responsible for the definition of the FTAs (Wignaraja, 2014).

Informational barriers (public procurement):

Public procurementaccounted for USD 11 trillion out of a global GDP of nearly USD 90 trillion in 2018
(World Bank, 2020). Thus around 12 % of global GDP is spent following procurement regulation. The EU
and its trading partners are continually trying to grant each other more and more access to public
procurement forseveralgoodsand services to encourage more open and balanced international markets.
For SMEs, gaining accessto public procurement can be beneficial in several ways: SMEs can be assured that
foreign governmentwillengage in fair business practices given the laws, regulations, and trade obligations
to which public procurement is subjected (OECD, 2018). At the same time, by becoming a supplier to a
government, SMEs can improve their credibility and gain recognition in the foreign market as a reliable
partner (OECD, 2018). Despite the potential benefits, SMEs are in fact still underrepresented in public
procurement as compared to their overall weight in the economy. Recognising this situation, the EU and
many other foreign countriesare currently taking stepsboth to give SMEs better accessto public markets
and to remove barriers preventing SMEs from winning public contracts. Many of these barriers arise from
the specific characteristics of public procurement, such as the complexity of procedures, the amount of
paperwork required for applications and the insufficient access to information on business opportunities.
Finally, language differences may also represent a barrier for SMEs given that tenders on public
procurement are often published in the foreign country language which requires additional investments
by SMEs.

Humanresource barriers:

Internationalised SMEs need to efficiently run activities in foreign markets and to promptly communicate
with foreign customers. To do that, they need to allocate employees in the foreign market to effectively
handle these tasks. However, managing employees abroad can pose a big obstacle to the success of the
business.Onereasonrelatesto the presence of culturalas well as linguistic differences between the SME
home country and the foreign countrywhere the SME operates (Arteaga-Ortizand Ferndndez-Ortiz, 2010).
In the worst case scenario, cultural and linguistic differences may lead to a sense of distrust between the
managers of the SMEs located in the home country and the managers as well as the customers locatedin
theforeign country (Royetal., 2016). This distrust may then lead to compromised relationships which will
negatively affect the existing business. A second reason why operating in a foreign country may be
challenging for SMEs relates tothe constrained mobility of highly skilled personnel. Indeed, although some
studies have suggested that physical distance may not play a substantive role in the mobility of highly
skilled workers (Cairncross, 1997), more recent evidence has suggested that for a range of reasons,
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particularly monetary and human (stress) costs, highly skilled workers are constrained in space (Miguelez
and Moreno, 2012).

Marketing barriers:

Forinternationalised SMEs, marketingbarriers can arise from difficultiesin adjusting promotional activities
to foreign markets, difficulties in offering technical and after-sales services, difficulties associated with
excessive transportation and insurance costs and difficulties in supplying inventory abroad (OECD, 2006).
Difficulties in adjusting promotional activities in foreign markets can occur due todifferences between the
home and theforeign country in consumption patterns and government regulations, such as variations in
the composition of the target audience, inappropriate content of the advertising message, unavailability
or different use of advertising media, restrictions in the frequency and duration of advertising, and
insufficient means to assessadvertising effectiveness across countries (OECD, 2006). Difficulties in offering
technical and after-sales services can occur due to problems associated with the provision of technical
and/or after-sales service including delays and increased costs associated with, for example, geographical
distances between the company and its foreign market, the setting up of service operations in strategic
locations, the maintaining of large amounts of spare parts and the adjustment of the approach to after-
sales service for third countries (OECD, 2006). Difficulties associated with excessive transportation costs can
simply occur because of the large distance involved between the home and the foreign country but also
because of a low level of transportation infrastructurein the foreign country. Similarly, with increased
distance insurance costsalso increase and for SMEs, these costs may be too high especially if they are not
spread over large quantities of products. Finally, difficulties in supplyinginventory abroad can occurwhen
the SME has successfully internationalised its operations in a foreign country and it is confronted with
shortages of products overseas due to transportation delays or demand fluctuations (OECD, 2006). This
may result in the inability of the SME to keep track of supplying customers overseas with longterm damage
to the SMEs’ credibility.

Anotherimportantmarketing barrierfor internationalised SMEs is represented by the difficulties of gaining
access to new foreign customersand potential partnersin orderto expand foreign business. In this regard,
forinternationalised SMEs, the use of business networks to advance their internationalisation process can
be particularly beneficial. Oneexample of how business networks can be particularly useful for SMEs relates
to the increased opportunities to strengthen contacts with other companies establishing the business
relationships that may lead to the entry into global value chains (Measson and Cambell-Hunt, 2013).
Indeed, global value chains are usually organised by rules and regulations designed to co-ordinate the
activities and the access of each member of the chain, and these can create impediments to SMEs. By
enlarging their networks, SMEs can overcome suchbarriers.In this regard, trade-related initiatives, such as
trade fairs, represent a great opportunity to get recognition, interact with other SMEs and collect
information that can improve the long-term decision-making process on the opportunities provided by
globalvalue chains (Bettis-Outland et al., 2010). However, for SMEs, attending trade-related initiatives can
be difficult due to time and resource constraints. Therefore, more governmental support dedicated to
trade-related initiatives can be particularly beneficial for SMEs wishing to improve their position in global
value chains (Monreal-Pérez &Geldres-Weiss, 2019).

External Barriers
Procedural barriers

For internationalised SMEs, certain procedural barriers may also affect the success of their overseas
operations. Among them, SMEs may have difficulties in achieving timely collection of payments from
overseas dueto thelack ofimmediate contact with overseasmarketsor due to foreign buyersrequesting
more credit facilities (OECD, 2009). At the same time, for SMEs it may be challenging to enforce contracts
dueto low quality (e.g. non-verifiable information, ambiguity, lack of consideration or mutual acceptance

11
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and unreasonable breadth of the contract) or due to unclear expectations, misinterpretation, ‘bad faith’
and/or unwillingness of contract partner(s) to uphold the contract (OECD, 2009). Finally, it can be difficult
for SMEs to resolve disputes because of non-existent or unsophisticated dispute resolution mechanisms,
time and/or cost of accessingforeignlegal systems, lack of knowledge of foreign laws, and conflicts of laws
(OECD, 2009).

Trade barriers (tariff and non-tariff):

Trade barriers still represent a significant obstacle, especially for those SMEs with international operations
(OECD, 2006). Trade barriers are the barriers associated with restrictions on exporting and inter-
nationalisingimposed by governments in foreign markets. Trade barriers can be particularly problematic
for SMEs given that these barriers are usually outside their direct control and are difficult to overcome
(OECD, 2006). Moreover, while trade barriers do not directly target SMEs, they can be particularly vulner-
able to them given that they generally lack economies of scale that help mitigate theirimpact —i.e. trading
costs canrepresent a higher share of their exports (World Trade Organization, 2016).

Tariff barriers:

High tariff trade barriers can be defined as ‘the burden associated with excessive taxapplied to imported
goods to artificially inflate prices of imports and protect domestic industries from foreign competition®.
Reducing tariffs means that SMEs can importraw materials ata lower cost and thus reduce their production
costs, allowing them to then increase productivity. Lower tariffs also enables technology to be upgraded
more cheaply, which also boosts productivity, lowering costs and increasing competitiveness. An OECD
survey clearly indicated that high tariffs are considered to be the most significant trade barrier for SMEs
that seek to internationalise their operations (OECD, 2006). Nonetheless, policy-makers in the EU and in
third countries have increasingly managedto substantially reduce the burden related to high tariff barriers
through FTAs (OECD, 2018). A recent survey found that the highest benefit of FTAs for SMEs is the
possibility to benefit from preferential tariffs (European Committee of the Regions and EUROCHAMBERS,
2019). Another key advantage of FTAsis that they do notrequire periodic renewal, as is the case with partial
scope agreements between countries. This offers stability and predictability since the rules for the two
countries/regions on tariffs for trading goods and services are not liable to sudden changes. SMEs
exporting or importing from a third country under an FTA can thus develop long-term sustainable
strategies that can help their financial and budget planning. Finally, FTAs have been shown to facilitate
trade in goods and services and investment by providing an environment that is conducive for business
between the partner countries.SMEs have therefore more opportunities to sell their products overseas by
gaining access to previously closed marketsand to importat lower costs.

Non-tariff barriers:

SMEs havealso identified as relevant barriers to trade in the survey non-tariff barriers (OECD, 2006). More
specifically, the inadequacy of property rights protection, the high costs of customs administration, the
presence of restrictive health, safety andtechnical standards controls have all been identified as signifcant
barriers encountered by SMEs. The inadequacy of property rights protectionrefersto the issuesassociated
with aninadequate legalframework to protect the ownership, use,control, benefit, transfer or sale of both
physicalandintangible property, especially intellectual property (OECD, 2009). The high costs of customs
administration refer tothe costsrelatedto different interpretations of customs valuation rules by different
customs administrations, the delay in customs clearance procedures, the lack of procedures for prompt
review and the lack of transparency (OECD, 2009). Finally, the presence of restrictive health, safety and
technical standards refers to the difficulties associated with meeting high, non-transparent, inconsistent

3 Glossary for Barriersto SME Access to International Markets:
https.//www.oecd.org/cfe/smes/qglossaryforbarrierstosmeaccesstointernationalmarkets.ntm#lnformational Barriers
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and discriminatory country-specific standards forimported products (OECD, 2009). Empirically, it has been
shown that the implementation of non-tariff barriers by a country reduces imports of affected products
from targeted exporters by up to 12 % (Kinzius et al., 2019). When lookingat the specific types of non-tariff
barriers, Kinziusand colleagues (2019) have shown thatimport controls significantly reduce trade between
two countries by 2-8 %, so that imports fall on average by 2-11 % if implemented. This indicates how
relevant non-tariff barriers are for the economy in general. Moreover, it is worth noting that while tariff
barriers have been lowered over time, non-tariff barriers have become more prominent, both in terms of
how they are perceived by companiesandin terms of prioritisationin international trade policy discussions
(World Trade Organization, 2016). Therefore, additional efforts to harmonise standards and technical
regulations should be made tohelp SMEs and incentivise their participation in theglobal market. Particular
attention to SMEs is justified since non-tariff barriers affect SMEs disproportionately due to fixed
compliance costs thatdo notvarywith the amount of traded productsand the already mentioned inability
of SMEs to spread these compliance costs overlarge export quantities. One proven solution to reduce the
impact of non-tariff barriers is theimplementation of FTAs. Indeed, it has been empirically shown that the
trade-dampening effect of non-tariff barriers is strongly reduced if the importer and the exporter are
operating in countries covered by an FTA (Kinzius, 2019).
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