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A BRIEF REVIEW OF SELECTED LITERATURE ON SME EXPORT PERFORMANCE

DR. ABUBAKAR SAMBO JUNAIDU
LECTURER
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ABSTRACT
This paper is a review of selected literature on export barriers and their impact on export performance of SMEs. The review includes qualitative as well as
quantitative studies that have been conducted in order to identify export barriers and determine their impact on SME export performance.

KEYWORDS

Export Barriers, Export Performance, SMEs.

1.0 EXPORT BARRIERS AND SME EXPORT PERFORMANCE

he contribution and importance of SMEs in both domestic and international markets is well established in the literature (Okpara, 2009; Ibeh, 2004) and

as such has received considerable attention from researchers (Leonidou, 2004). This attention has mostly focussed on export barriers and SME export

performance and most of the findings from past research seems to indicate that SMEs are much more affected by export barriers with SMEs from
developing countries fairing even worse (Tesfom & Lutz, 2006; Ibeh ,2004). For instance, according to lbeh (2004) SMEs in the Organization for Economic
Cooperation and Development (OECD) account for four to six percent of exports whilst SMEs in Asian economies account for 12 percent. However, SMEs in Sub
Saharan Africa, Nigeria included usually account for one percent or less of exports even though they form the vast majority of firms in these countries (Ibeh,
2004).
The literature on export barrier seems to indicate that SMEs as opposed to larger firms are particularly affected by export problems as they may not have the
required resources to manage or overcome such obstacles (Karelakis et al, 2008). This is why despite regional integrations, trade liberalizations and
globalizations, and the potential benefits, many SMEs still find it difficult to initiate and/or maintain exporting activities (Leonidou, 2004). The reported benefits
of engaging in export activities to SMEs include, risk spreading across different markets and ventures, additional revenue generation, operational and technical
improvements as well as improvements in the overall efficiency of the firm (Czinkota & Ronkainen, 2001; Terpstra & Sarathy, 2000). When SMEs try to obtain
these export related benefits, they are usually faced with many difficulties or obstacles (Leonidou, 2004) that have been generally termed as export barriers.
These export barriers not only lead to poor export performance of SMEs but also are the main reason why many SMEs are sceptical and thus do not engage in
exporting activities (Leonidou & Katsikeas, 1996). The export barriers which are discussed in the following sections include (1) financial barriers, (2) operational
barriers, 3) human resource barriers, (4) communication barriers (5) knowledge barriers (6) image barriers, (7) marketing barriers (8) export support structures
and (9) exogenous barriers. In this review, each set of export barriers is discussed separately in relation to their impact on export performance, with a view to
highlight some of the research that has been conducted to investigate those sets of barriers.

1.1 FINANCIAL BARRIERS

Financial barriers refer to the lack of financial resources that may be required to undertake and support exporting activities (Moini, 1997) and they include lack
of capital to finance exports, lack of financial resources to cover for export related investments while waiting for payments and lack of financial resources to
conduct marketing research abroad (Arteaga-Ortiz & Fernandez-Ortiz, 2010; Tesfom & Lutz, 2006; Leonidou, 2004; Shoham & Albaum, 1995). This group of
barriers are among the most prevalent barriers affecting SME export performance.

For instance, in a study of factors hindering SME export performance in Nigeria, Okpara and Koumbiadis (2008) reported that insufficient capital to start exports
was the second most important export barrier affecting SMEs from various industries in Nigeria. Difficulty in financing sales was among the top six exporting
obstacles according to the research by Shoham and Albaum (1995). Other studies have also reported that high cost of capital to finance exports, the lack of
capital or the inability to self-finance exports to be a major barrier for SMEs involved in international trade. (e.g. Arteaga-Ortiz & Fernandez-Ortiz, 2010; Okpara
& Koumbiadis, 2009; Julian & Ahmed, 2005; Leonidou, 2000; Morgan & Katsikeas, 1997; Moini, 1997; Katsikeas & Morgan, 1994).

Another financial related obstacle to exporting is the lack of finance to undertake meaningful overseas market research (Tesfom & Lutz, 2006), which is
necessary in order for exporters to understand what is required of them to be successful in their endeavour. This barrier was among the major obstacles found
by Okpara and Koumbiadis (2008) to hinder export performance of Nigerian SMEs. In the same vein, lack of finances for market research was ranked second by
Suarez-Ortega (2003) out of a list of 19 export barriers encountered by Spanish SMEs involved in the wine industry. Identical findings have been reported by
Morgan and Katsikeas (1997) and Katsikeas and Morgan (1994).

1.2 OPERATIONAL BARRIERS

Operational barriers relates to the lack of resources that are required for the functional operation of exporting activities. The lack of operational resources that is
required for exporting activities are significant obstacles to SME export performance (Julian & Ahmed, 2005; Leonidou, 2004). For instance, lack of
manufacturing capacity was reported as one of the major obstacles to exporting by Okpara and Koumbiadis (2008) and Suarez-Ortega (2003); lack of capacity to
continuing export supply was reported as an important barrier by Julian and Ahmed (2005) and lack of excess capacity for exports was identified as a functional
barrier to exports by Leonidou (2004).

The difficulty involved with product adaptation to ensure that quality conforms to customer requirement in overseas markets is also a main export barrier that
has been identified by the literature (Tesfom & Lutz, 2006, Leonidou, 2004; Leonidou, 1995a). For example, Moini (1997) found that the SMEs in their study
perceived this to be a major hindrance to exporting and comparable findings were reported by Karelakis et al., (2008), Morgan and Katsikeas (1997), Kaleka and
Katsikeas (1995) and Katsikeas and Morgan (1994). Other studies which have reported this barrier to be significant to the SMEs they studied include Arteaga-
Ortiz and Ferndndez-Ortiz (2010) and Julian and Ahmed (2005). Another related problem for exporters is the difficulty in meeting packaging/labelling
requirements of foreign markets (Leonidou, 2004) and this factor was found to be an important export barrier in the studies carried out by Karelakis et al.,
(2008), Morgan and Katsikeas (1997) and Katsikeas and Morgan (1994).

Lack of appropriate technology is one of the operational related barriers that hinder export performance particularly from developing countries (Tesfom & Lutz,
2006). Along this line, Dickle and Dickle (1992) argued that lack of new technology was a hindrance to export development of Turkish firms and Moodley and
Morris (2004) reported that lacking the right technology was a factor that affects South African exporters in the garment industry.
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1.3 HUMAN RESOURCE BARRIERS

A number of barriers to export performance that relate to the low quality of the human resources of the firm have been identified by the literature (Tesfom &
Lutz, 2006; Ibeh, 2004). Human resource barriers are particularly relevant in SMEs as they lack sufficient number of staff to deal with exporting activities and
therefore more often than not decisions relating to exporting are usually made by a single individual (Leonidou, 2004).

The lack of qualified staff to handle exporting activities is one of the human resource related barriers that has received considerable attention in the literature.
For instance, Sudrez-Ortega, (2003) found that lack of staff for export planning is the third most important barrier affecting firms that participated in the study.
Similar findings were reported by Okpara and Koumbiadis (2008) in their study of export problems facing Nigerian SMEs. According to Leonidou (2004), many
small firms lack sufficient staff to handle the extra work related to exporting activities and are therefore severely constrained when it comes to dealing with
issues such as documentations, logistical arrangements and communicating with foreign customers. Along the same line, lack of export training or qualified
personnel for exporting has been found to be a major obstacle to exporting in a number of other studies (Karelakis et al, 2008; Rutihinda, 2008; Julian & Ahmed,
2005; Leonidou, 2000; Morgan & Katsikeas, 1997; Kaleka & Katsikeas, 1995; Shoham & Albaum, 1995; Katsikeas & Morgan, 1994; Yang et al., 1992). Another
related human resources barrier to exporting that is relevant to SMEs is the lack of a dedicated or special department that is responsible for exporting activities.
A lack of dedicated export department or a poorly organized export department has been reported as an obstacle experienced by SMEs (Karelakis et al., 2008;
Katsikeas & Morgan, 1994).

1.4 COMMUNICATION BARRIERS

Communication barriers refer to obstacles that arise due to the lack of communication resources or the inability of firms to connect with partners, distributors
and customers abroad (Leonidou, 2004; Eshghi, 1992). This could be as a result of not having the appropriate technology (Moodley & Morris, 2004; Dickle &
Dickle, 1992) to facilitate communication or due to the high cost of communication in developing countries. At other times it is simply language differences; a
factor which many studies have identified as a major hindrance to export performance (e.g. Arteaga-Ortiz & Ferndndez-Ortiz, 2010; Okpara & Koumbiadis, 2008;
Sudrez-Ortega, 2003; Leonidou, 2000; Kaleka & Katsikeas, 1995).

In the same vein, difficulty in establishing contact or problematic communication with partners (overseas distributors, middlemen, insurance and banks) as well
as customers has been associated with barriers to export performance (Leonidou, 2004; Moini, 1997; Morgan & Katsikeas, 1997; Kaleka & Katsikeas, 1995;
Shoham & Albaum, 1995; Katsikeas & Morgan

1.5 KNOWLEDGE BARRIERS

The obstacles that have been broadly grouped under knowledge barriers in this paper have received attention in the literature under various categories. As
such, lack of knowledge related resources has been linked to poor export performance in firms in general and SMEs in the developing world in particular (Tesfom
& Lutz, 2006). These barriers include lack of knowledge about potential foreign markets, lack of information about exporting in general, ignorance about foreign
cultures and lack of experience to deal with exporting activities (Arteaga-Ortiz & Ferndndez-Ortiz, 2010; Tesfom & Lutz, 2006).

The lack of knowledge about potential export market and information about business opportunities abroad has been reported to be a significant export barrier
(Karelakis et al., 2008; Leonidou, 2004; Kaleka & Katsikeas, 1995; Bilkey & Tesar, 1977). For instance, in their study of 449 exporting and non-exporting SMEs in
the UK Morgan and Katsikeas (1997) reported that lack of knowledge about overseas markets was one of the barriers affecting exporting performance. Several
studies have also reported that SMEs in developing countries similarly perceive lack of knowledge about foreign markets to be a major obstacle to exporting (e.g.
Tesfom & Lutz, 2006; Li, 2004; Weaver & Pak, 1990).

Lack of relevant experience is another factor related to knowledge resources that has been reported as a barrier to exporting in SMEs (Li, 2004). The findings of
Li (2004) seem to indicate that firms with lower experience in relation to international trade or exporting activities reported lower levels of export intensity
whilst firms with more experience had higher levels of export intensity. Findings from Crick, Al Obaidi & Chaudhry (1998) from a study of 99 Saudi Arabian
exporters of non-oil products also seem to indicate that lack of experience in exporting was a significant barrier.

Lack of general knowledge about exporting activities has also been identified as a barrier to exporting by past research (Arteaga-Ortiz & Fernandez-Ortiz, 2010).
For example in an analysis of export barriers affecting 286 SMEs involved in the wine industry in Spain, Sudrez-Ortega (2003) found that general lack of
knowledge of how to export was among the top six export barriers encountered by the SMEs. Also, in a study of 96 SMEs from various industries in Nigeria,
Okpara and Koumbiadis (2009) found that general lack of knowledge of how to export was among the top three export barriers affecting exporting SMEs in
Nigeria. Comparable findings were also reported by Arteaga-Ortiz and Fernandez-Ortiz (2010).

The literature has also reported that lack of knowledge about government assistance programmes is an important obstacle to export performance (Arteaga-Ortiz
& Fernandez-Ortiz, 2010; Suarez-Ortega, 2003) as the ignorance of such assistance means the SMEs do not avail themselves of the existing opportunities. A
classic example is the existence of the United State African Growth and Opportunity Act (AGOA) designed specifically to facilitate the exporting of African
products to the United States, however the export performance of SMEs in countries like Nigeria that are supposed to benefit from this assistance has not
improved (UNCTAD, 2009). The lack of knowledge about such export assistance programmes could be one reason the export performance has not improved.
The reported findings by Okpara and Koumbiadis (2009) put this barrier among the top four important barriers in their study of export barriers affecting Nigerian
SMEs of various industries. Similarly, Suarez-Ortega (2003) found this barrier to be among the top seven important barriers to exporting in a study of 286
Spanish SMEs in the wine industry.

Differences in cultural traits and the lack of knowledge about the cultural practices of potential foreign markets have also been identified as an important
hindrance to export performance (Leonidou, 2004). This is particularly significant in the context of leather products as some cultures are sensitive to using
leather products from some animals or animals as a whole because of religious reasons. Hence, to be able to sell leather products to such cultures involves
knowing what is allowed and what is not. The literature has reported findings which seem to suggest that this barrier is a significant predictor of poor export
performance. For example, Shoham & Albaum (1995) found cultural distance to be the strongest predictor of perceived barrier importance. Other researchers
have also reported findings indicating that cultural difference is a major obstacle to export performance particularly for SMEs (Arteaga-Ortiz & Fernandez-Ortiz,
2010; Karelakis et al., 2008; Julian & Ahmed, 2005; Kaleka & Katsikeas, 1995; Leonidou, 1995b).

1.6 IMAGE/REPUTATION BARRIERS

Image barriers relate to intangible resources (Grant, 1991), the lack of which could hamper the positive performance of exporting activities (Tesfom & Lutz,
2006). Lack of good image will weaken a firm’s ability to compete based on differentiation (Amit & Schoemaker, 1993; and this could affect its export
performance in the international arena. Image related barriers can be encountered at the macro-level such as low credit worthiness which makes it difficult to
access credit to support exporting activities and/or at the micro-level in the form of customer perception of the firm’s products (Tesfom & Lutz, 2006; Collier &
Gunning, 1999).

Image related barriers are especially important for developing nations like Nigeria because apart from the general quality issues that exporters from these
countries have to contend with, they also face the issue of the poor reputation of their countries (Tesfom & Lutz, 2006), which has been termed as country of
origin effect (Lall, 1991). The view that country of origin effect is an export barrier is also supported by Opara (2010) who argued that one of the problems
affecting the export of Nigerian products is the low perception of made in Nigeria goods by locals and foreigners alike. Along the same line, Mohy-ud-Din, Javed
and Atig-ur-Rehman (1997) reported that yarn manufacturers in Pakistan lost their competitive position in their major markets as a result of image related
problems.

Exporting firms from developing countries are especially susceptible to image related issues when they compete with established global brands. Lack of own
brand or a recognizable brand name has been identified by some researchers as obstacles to exporting particularly in developing countries (Opara, 2010; Tesfom
& Lutz, 2006; da Silva & da Rocha, 2001; Lall, 1991).
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1.7 MARKETING BARRIERS

Marketing barriers represent the inability or lack of capacity by a firm to undertake marketing functions in foreign markets that could ensure the success of
exporting activities. Marketing barriers relate to the firm’s product pricing and promotional activities in overseas markets (Moini, 1997). According to Moini
(1997), SMEs are more susceptible to marketing barriers as they often lack enough resources to undertake proper marketing functions as larger firms do.

Along this line, product promotion in foreign markets has been identified as a major marketing barrier for SMEs involved in international trade especially when it
comes to advertising in foreign markets as it involves huge costs (Leonidou, 2004; Moini, 1997). According to Leonidou (2004), there are a number of additional
problems that are associated with advertising goods in overseas markets. These issues include the risk of using inappropriate content, different audience,
restrictions that may be imposed and the difficulty in knowing how effective the advertising is in a foreign country. It is not surprise therefore, that researchers
have reported that adjusting promotional activities or meeting the promotional needs required in foreign markets is a hindrance to export performance of SMEs
(e.g. Rutihinda, 2008; Leonidou, 2004; Moini, 1997; Morgan & Katsikeas, 1997).

The difficulty involved in offering satisfactory prices to customers is another marketing barrier that has affected the export performance of SMEs, particularly
from developing countries like Nigeria (Tesfom & Lutz, 2006) and this could be as a result of fluctuating exchange rates or difficulty matching competitors’ prices
(Julian & Ahmed, 2005; Leonidou, 2004; Leonidou, 2000). Moini (1997) found pricing for foreign markets to be the second most difficult barrier encountered by
SMEs operating in various industries in Wisconsin, USA. Comparable findings have been reported by Rutihinda (2008), Morgan and Katsikeas (1997) and Kaleka
and Katsikeas (1995).

In order for firms to sustain exporting activities or even initiate exporting, they have to first identify who their potential customers are. However, identifying
customers in foreign markets is another marketing obstacle to exporting and this barrier limits the ability of the firm to tap the existing potential foreign markets
have to offer (Tesfom & Lutz, 2006; Leonidou, 2004). Another related marketing barrier is the identification of reliable middlemen or distributors that the firm
can work with abroad. This barrier was ranked as the most important obstacle to exporting in the study by Moini (1997).

1.8 EXPORT SUPPORT STRUCTURES

Export support structures are those structures that a host country puts in place to facilitate or stimulate national export policy thereby encouraging firms to
engage in exporting activities (Tesfom & Lutz, 2006). The lack of such structures which can manifest itself in the form of unfavourable home rules and
regulations, lack of financial institutions with the requisite expertise in exporting activities and lack of government assistance programmes to overcome export
barriers (Okpara & Koumbiadis, 2008; Leonidou, 2004; Rutihinda, 2008; Suarez-Ortega, 2003) can severely affect the export performance of SMEs.

With regards to unfavourable home rules and regulations (Rutihinda, 2008), governments have been known to impose restriction on the export of certain
products for diverse reasons, which include prohibitions of exports of commodities in order to alleviate domestic shortages as well as restrictions of exports to
hostile countries (Leonidou, 2004). Domestic restrictions can also be in the form of bureaucratic obstacles or complying with extensive export regulations
(Okpara & Koumbiadis, 2009; Karelakis et al, 2008; Moini, 1997, Morgan & Katsikeas, 1997; Leonidou, 1995b; Yang, Leone & Alden, 1992) which increases the
difficulty of the exporting process as a whole.

Lack of government assistance programmes such as tax incentives that are geared towards helping firms overcome export barriers is another export support
structure related barrier to export performance for SMEs that has been identified by the literature (Opara, 2010, Leonidou, 2004). Thus, lack of government
assistance as a barrier to export performance has been regularly identified in the literature as one of the major obstacles to exporting encountered by SMEs (e.g.
Opara, 2010; Okpara & Koumbiadis, 2009; Rutihinda, 2008; Karelakis et at., 2008; Okpara & Koumbiadis, 2008; Julian & Ahmed, 2005; Leonidou, 2000; Morgan &
Katsikeas, 1997; Shoham & Albaum, 1995; Kaleka & Katsikeas, 1995; Katsikeas & Morgan, 1994).

Lack of financial institutions such as banks and insurance companies with sufficient knowhow in dealing with exporting matters is an additional burden for
exporting firms (Arteaga-Ortiz & Fernandez-Ortiz, 2010; Suarez-Ortega, 2003) and this problem is much more acute in developing countries (Okpara &
Koumbiadis, 2008). Other researchers who have reported this barrier as an obstacle to export performance include Da Silva (2001) and Yang et al., (1992).

1.9 EXOGENOUS BARRIERS

The set of barriers to exporting that have been labelled as exogenous barriers (Yang et al., 1992) are related to a host of domestic and foreign (Leonidou, 1995a)
factors that inhibit the ability of a firm to engage in exporting activities. The common characteristics of exogenous barriers is that they are a function of
prevailing circumstances and are therefore usually outside the control of the firm (Leonidou, 2004; Leonidou, 1995a). These types of barriers, which include
unfavourable exchange rates, tariff and non-tariff barriers, poor infrastructure, corruption and international trade agreements, are reported to be major export
obstacles in developing countries (Tesfom & Lutz, 2006).

Strong competition in overseas markets is an export barrier, which SMEs are particularly vulnerable to as they often do not have the resources to engage in
strategies that could enhance their competitive advantage. As such this barrier has been found to be an important obstacle to export performance by
researchers in the past (e.g. Arteaga-Ortiz & Fernandez-Ortiz, 2010; Sudrez-Ortega, 2003; Moini, 1997; Morgan & Katsikeas, 1997; Leonidou, 1995b; Katsikeas &
Morgan 1994). Also, Okpara & Koumbiadis (2008) reported that intense foreign competition is one of the most important barrier faced by Nigerian SMEs
involved in exporting activities.

Unfavourable currency exchange rates or the risks associated with currency exchange rates is also among the exogenous barriers to exporting that has been
reported in the literature (Tesfom & Lutz, 2006; Julian & Ahmed, 2005; Leonidou, 2004; Morgan & Katsikeas, 1997; Leonidou 1995b; Yang et al., 1992). The
fluctuating exchange rate between the Nigerian Naira and the United States dollar for instance, means that prices are always changing, hence there is an
endemic risk associated with currency exchange rate fluctuation (Leonidou, 2004; Suarez-Ortega, 2003; Eshghi, 1992). This barrier was also found to be a major
obstacle faced by Nigerian SMEs involved in exporting activities (Opara, 2010; Okpara & Koumbiadis, 2008).

Political and/or economic instability in the target market pose serious risks to exporters and therefore affect export performance of firms (Arteaga-Ortiz &
Fernandez-Ortiz, 2010, Rutihinda, 2008; Leonidou, 2004; Leonidou, 1995a). This barrier is particular relevant to Nigerian exporters as several of their potential
export markets in their immediate West African neighbourhood (Opara, 2010) have been rocked by political and economic stability in recent times. Political and
social issues as barriers have thus been identified by some researchers as factors affecting the export performance of firms (e.g. Da Silva, 2001; Eshghi, 1992;
Mayo, 1991).

Poor or inadequate infrastructure such as lack of good roads, weak telecommunications systems and inconsistent electricity supply in the host country is a major
barrier to exporting in developing countries (Tesfom & Lutz, 2006; Ibeh, 2004; Lall, 1991). Poor road systems usually leads to high transportation costs (Arteaga-
Ortiz & Fernandez-Ortiz, 2010; Okpara & Koumbiadis, 2008; Karelakis et al., 2008; Leonidou, 2004; Katsikeas & Morgan, 1994; Yang et al., 1992) and lack of
adequate supply of power leads to disruption in production. According to Amakom (2006), inadequate infrastructure was ranked by firms as one of the most
severe obstacles to business operations in Northern Nigeria. Okpara & Koumbiadis (2008) also reported that poor infrastructure was a major obstacle to
Nigerian SMEs involved in the exporting business.

2.0 CONCLUSIONS

This brief review of selected literature indicates that extensive research has been conducted to study the relationship between export barriers and SME export
performance and the consensus is that SMEs are particularly affected by export barriers to such an extent that many find it difficult to engage in exporting
activities Tesfom & Lutz, 2006; Leonidou, 2004).
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