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Abstract: Small and medium-sized enterprises (SMEs) represent the backbone of economic activity in 
both developed and developing country economies. SMEs tend to be less productive than large �rms, and 
the productivity gap is particularly pronounced in developing countries. Evidence shows that SMEs that 
are integrated in global markets – whether directly or indirectly – are more productive than those that do 
not participate in trade. Integration into global and regional markets is thus likely to contribute to closing 
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INTRODUCTION

Small and medium-sized enterprises (SMEs) are integral to economic development, particularly in LDCs, and are an 
essential component of inclusive, sustainable development. In most countries, SMEs represent well above 90% of all 
private enterprises and over 60% of employment. As such it is fair to say that they represent the backbone of economic 
activity in most economies. Not surprisingly, therefore, the health of an economy’s SME sector is a good barometer of 
the well-being of a country’s economy. 

Evidence shows that SMEs are in general less productive than large firms and pay lower wages. But the size of the 
productivity gap between SMEs and large firms differs across countries and tends to be larger in the developing world. 
This productivity gap is likely to be a determinant of economic and social cohesion within an economy, which is likely 
to determine income distribution and the probability of SMEs to grow. 

SMEs are by definition small, yet how small they are differs across countries, with the overwhelming bulk of firms 
being micro-firms in much of the developing world. Some countries, especially LDCs are characterised by a so-called 
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How do SMEs perform?

The literature suggests that SMEs tend to be less productive than large companies, partly because they tend to be 
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 Figure 7.2  How have the following aspects of trade costs evolved over the past  
five years?

Deterioriated Stayed the same Improved
0% 10% 20% 30% 40% 50%

Access to trade finance

Network infrastructure in your country
(e.g. ICT, electricity, or water connections)

Transportation systems
(e.g. road, railway, port or air transport)

Border procedures in destination country
(i.e. export destination)

Border procedures in your country

Costs related to overcoming non-tariff
measures and regulatory burdens

Tariffs, fees and other charges

Access to information about procedures
to be followed and regulations to be met

in order to export or import

Access to information about
export opportunities

 Source: ITC Monitoring Survey (2015).

In this survey, a distinction was made between the costs firms have to incur to gain information on procedures and 
regulations and costs they have to incur to overcome non-tariff measures and regulatory burdens. The latter refers to 
costs to actually meet standards and regulations and costs incurred to prove that those standards and regulations are 
met, i.e. so-called certification costs. 

Companies were also asked in which aspects of trade costs they would most value improvement. Respondents were 
asked to indicate the three factors of highest priority. Findings are reflected in Figure 7.3 and are grouped by respondents’ 
size, with SMEs and large firms being reflected separately. 

The following results are worth highlighting:

 �Q  The top priority for improvement for both large firms and SMEs is access to information about export 
opportunities. This reflects that exporters first need to be able to identify potential buyers before 
concerns about bottlenecks for the delivery of goods or services enter into the picture.

 �Q  The need for improvements in access to information on export opportunities has a significantly higher 
weight for SMEs (over 60% of responses) than for large firms (over 40%). More generally, the responses of 
large firms are relatively equally distributed across different aspects of trade costs, while the responses 
of SMEs are clearly concentrated around three top priorities. 

 �Q  For SMEs, access to trade finance is the second most important priority for improvement and access 
to information about procedures and regulations is priority number three. For large firms, access to 
information about procedures and regulations weights second and improvements in tariffs fees and 
other charges weights third.

12 http://dx.doi.org//10.1787/888933241412
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Non-tariff measures as obstacles to trade: a private-sector perspective

Recent decades have witnessed a significant reduction in tariff barriers to trade, notably thanks to different multilateral 



198

CHAPTER 7: HOW AID FOR TRADE HELPS REDUCE THE BURDEN OF TRADE COSTS ON SMEs

AID FOR TRADE AT A GLANCE 2015: REDUCING TRADE COSTS FOR INCLUSIVE, SUSTAINABLE GROWTH - © OECD, WTO 2015

TABLE 7.3 List of surveyed countries

Sub-Saharan Africa Middle East and North Africa Asia Latin America and Caribbean

Burkina Faso Egypt Bangladesh* Colombia*

Côte d’Ivoire Morocco Cambodia Jamaica

Guinea State of Palestine Indonesia Paraguay

Kenya Tunisia Kazakhstan Peru

Madagascar Sri Lanka Trinidad and Tobago

Malawi Thailand* Uruguay

Mauritiu-19.6(a)-3(k)-7-900.631.9(Oin)-7.9 an da19.6(a)[0(S)86.5()-7.9(n)71.8(e-)14.2gal-19.6(a)-3(78)-7-900T(a)-48.4(n)-76.3(z)818.9(a)-48.4(n)636.1(i-)59.8an
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The survey responses of medium-sized �rms, instead, are similar to those of large �rms: 42% of medium-sized �rms 
indicate that their business su�ers from at least one NTM. In this context it needs to be highlighted, though, that the 
de�nition of medium sized applied in the chart does not necessarily correspond to what national de�nitions consider 
medium-sized. Indeed, in some of the survey countries … like Egypt, Malawi and Tanzania … companies with over 50 
employees would be considered large. 

Comparing the distribution of NTM cases by destination markets provides insights into the di�culty to comply 
with such measures in di�erent markets. Figure 7.8 illustrates that the frequency of burdensome NTMs is highest for 
agricultural exports to OECD countries. This, however, partly re�ects that OECD countries are also the main destinations 
of agricultural exports from the surveyed countries. 

 Figure 7.8 Share of cases of burdensome non-tari� measures versus share  
 of exports across trading partners, by sector

 Figure 7.7 Exporters a�ected by Non-Tari� Measure-related obstacles,  
 by company size
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SMEs (1-250)

0% 10% 20% 30% 40% 50% 60%

Large (> 250)

Medium (51…250)

Small (11…50)
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54%

42%

48%

43%
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  Source: How companies experience non-tari� measures … Survey-based evidence from developing countries  
(a company is a�ected by NTMs if it reports at least one NTM-related obstacle), ITC (2015).

  Note: The bar chart plots for both the agriculture and the manufacturing sector the share of NTM cases for 
measures applied by partner countries against the estimated share of exports of the surveyed countries to 
their regional partners and the rest of the world (developing and OECD countries). Export shares are calculated 
excluding minerals and arms. Only NTMs reported by exporters are considered.

  Source: How companies experience non-tari� measures … Survey-based evidence from developing countries (a 
company is a�ected by NTMs if it reports at least one NTM-related obstacle), ITC (2015).
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Implementation is indeed an issue as evidenced when looking into procedural aspects related to NTMs. When asked 
whether burdens from NTMs arise mainly because measures are too strict or because of procedural obstacles related 
to proving conformance with the NTM, procedural obstacles turn out to be more important than the design of NTMs. 
This is in particular the case in the manufacturing sector where 58% of firms report that NTM-related costs arise from 
procedural obstacles (Figure 7.9). 

 Figure 7.9 Reasons making Non-Tariff Measures burdensome for exporters, by sector

  Note: The charts present the types of NTM-related obstacles faced by exporters of surveyed countries for  
agricultural and manufacturing products. It shows that 65% of NTMs on agriculture (left panel) and 77% of those  
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Providing access to information and assisting pioneer exporters

The economic justification for TSIs rests in the theory of asymmetric information, sunk costs for pioneer exporters and 
other market failures. Problems of asymmetric information arise from a firm’s need to identify partners, suppliers and 
distributors. TSIs can help address this problem by facilitating forums and networks in which firms can easily identify 
suitable counterparts. Sunk costs in the context of pioneer exporters are costs associated with the gathering of foreign 
market information related to consumer preferences, business opportunities and quality and technical requirements, 
among other things. These activities require substantial investment, and the possibility of competitors acquiring this 
information directly or indirectly with little or no investment of their own acts as a deterrent to new entrants into export 
markets (see Roberts and Tybout, 1997). Therefore, TSIs often provide market intelligence as a public good, as well as 
providing a host of other services (see Figure 7.14 for an overview). 

Since TSIs cover a wide range of institutions, it is difficult to assess their effectiveness. However, over the last decade, a 
number of studies have investigated the effectiveness of TSIs (e.g. Lederman, Olarreaga and Payton, 2006; Copeland, 
2008; Lederman, Olarreaga and Payton 2009; Martincus et al. 2010). These studies tend to focus on a subset of trade 
support institutions, the so-called Trade Promotion Organisations (see Figure 7.11). A related branch of literature 
assesses the effect of foreign embassies and consulates (e.g. Rose 2005; Creusen and Lejour, 2013) on exports and finds 
significantly positive effects of the establishment of a first foreign mission in a country on bilateral trade. 

 Figure 7.13  Factors related to border procedures in which trade support  
institutions would most value improvements.
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The study by Lederman, Olarreaga and Payton (2006) reveals a positive relation between the size of TPO budgets and 
exports (see Figure 7.15). Controlling for other effects that could drive the relation (e.g. per capita GDP), Lederman (2009) 
finds an inverted-U-shaped relationship between the size of TPO budgets and the marginal increase in exports. At the 
sample median, a USD 1 increase in TPO budgets is found to result in a USD 200 increase in exports. 

 Figure 7.15  Log of exports of goods and services per capita versus the log  
 of TPO budgets per capita 

 Figure 7.14 A list of services a Trade Support Institutions might offer

 Source: http://www.intracen.org/itc/trade-support/developing-a-service-portfolio/
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12 http://dx.doi.org//10.1787/888933241524
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A study of six Latin American countries between 2000-07 revealed that opening an export promotion agency office 
abroad translates into a an increase in exports that is approximately 5.5 times larger than enlisting a new embassy or 
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Similar exercises now also exist in the context of voluntary standards. NTMs are generally associated with compulsory 
regulations imposed by authorities in destination markets and by exporting countries. In addition to those official 
regulations, companies often have to comply with other standards if they want to reach markets. Voluntary standards 
are issued by governments, international private bodies (i.e. companies, NGOs, etc.) and sector associations. Complying 
with some voluntary standards may often be a de facto requirement to actually sell to some large retailers, while other 
standards cater to niche markets. Given the high number of private standards currently relevant for international trade, 
they can significantly add to the trade costs caused by national regulatory measures. Figure 7.16 provides a snapshot of 
a subset of voluntary standards, so-called voluntary sustainability standards and gives an impression of the incidence 
of voluntary standards

The role relatively straight-forward information tools can play in enhancing transparency in the jungle of voluntary 
standards illustrated in Figure 7.16 is explained here with reference to an ITC online tool – Standards Map (www.
standardsmap.org) – that is dedicated to this transparency objective and provides information on over 160 voluntary 
sustainability standards (VSS). In addition to being a platform providing detailed information about standards, 
certification bodies, certification cost and countries where such standards operate and are recognised by companies 
and consumers, the tool also allows exporting companies to self-assess their performance in relation to various 
standards’ requirements (see Figure 7.17). The Standards Map can also be used by buying and selling companies 
interested in comparing levels of VSS requirements of across several dimensions: the environment, social aspects, 
management, quality and ethics.

 Figure 7.17 Comparison of cotton standards using ITC Standards Map

 Source: ITC Standards Map, 2015.
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Enhancing transparency and predictability

Lack of transparency and predictability on cross-border regulations and requirements leads to additional delays and 
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CONCLUSIONS

Trade costs can take multiple forms and require different types of interventions to address them. Evidence obtained 
from private sector surveys and discussed in this chapter has led to the surprising finding that access to information 
and procedural obstacles represent among the most pressing obstacles to trade. This comes as a surprise in today’s 
era of information technology and computerisation. Yet it also implies that addressing these obstacles is relatively 
straightforward and not overly costly. 

The nature of the obstacles also suggests that addressing them may have strong impacts on SME integration in global 
markets. Access to information is more frequently mentioned as a priority obstacle by SMEs than by large firms. Indeed, 
the costs of information burdens may be relatively small in the view of most large enterprises but may be prohibitively 
large for SMEs.

Trade Support Institutions have traditionally played an important role in providing trade-related information, in particular 
information related to export opportunities. Given the relevance of informational obstacles, strengthening the capacity 
of TSIs to provide relevant and tailored information to their clients could become an important component of a future 
aid-for-trade agenda. 

Modern technologies, in principle, also offer relatively cost-effective solutions to facilitating and streamlining border 
transition processes. The most suitable design of such solutions and their actual implementation may differ across 
countries. Strengthened communication and, where possible, collaboration between the private sector and the public 
sector can greatly contribute to finding the most suitable solutions and implementing them in a business-friendly 
way. The current international momentum arguably offers a unique opportunity for WTO member states to launch 
the relevant dialogues with the private sector in their countries and initiate the implementation processes of trade 
facilitation reforms. 

In addition to the public sector, the private sector has an important role to play in the trade facilitation reforms 
implementation processes. Public-private dialogue (PPD) is particularly suited for identifying policy priorities, reducing 
regulatory costs and building consensus on the reforms needed. PPD helps to ensure reforms are demand-driven and 
in line with the needs and priorities of the main stakeholders, including SMEs. It is worth mentioning that private-sector 
involvement is required at all stages: needs assessment, priority identification, trade facilitation solution design, policy 
formulation and implementation and post-reform monitoring and evaluation. 

Trade facilitation negotiators have chosen to retain this rationale by including a series of measures for involving private 
sector representatives in trade policy formulation. WTO members are obliged – and the private sector is expected to 
participate – to hold consultations before amending or introducing trade-related regulations, to provide the opportunity 
to comment on draft legislation, and to provide for a notice period between publication and entry into force of new or 
amended regulations in order to allow stakeholders to become acquainted with them. In addition to holding regular 
consultations between traders, government agencies and other stakeholders to achieve their common objectives, the 
Agreement includes a binding obligation for all WTO members to establish or maintain an NTFC, which aims to facilitate 
both domestic co-ordination and implementation of the provisions of the Agreement. 
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From the perspective of customs, SMEs are seldom a preferred client on account of the fact that their trade 
transactions are less frequent and their contributions lower. For this reason, they sometimes face specific difficulties 
and discriminations completing cross-border procedures. These discriminatory measures include, in certain countries, 
regulations that forbid SMEs to use the cross-border fast tracks or any other trade facilitation initiatives dedicated only 
to larger corporations. The TFA contributes to reducing discrimination towards SMEs, notably by forbidding the use 
of criteria that may be discriminatory towards SMEs (e.g. based on size of company or quantity of goods), which may 
prevent them from taking full benefit of all trade facilitation measures.

National efforts should also go in the direction of ensuring SMEs are fully included in the public-private dialogue 
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