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ABSTRACT 

This study explores the economic effects of certification requirements by foreign markets on 

export performance and firm competitiveness in developing economies. As tariffs have 

decreased, non-tariff barriers, and certification schemes that are specifically quality and 

security-oriented, have increased in prominence in the control of market access across borders. 

Unlike obligatory legal devices such as regulations imposed by the state, certifications are often 

voluntarily applied by firms and serve to guarantee conformity with cross-border norms of 

product functioning, security, and manufacturing practices. Working with a firm-oriented 

focus, it draws a picture of the effects of these certifications on export performance in 

developing economies. 

Drawing from experience at MBS Export, a Turkish exporting company of spare parts of 

concrete mixers, spare parts of concrete pumps, concrete machinery, and related equipment, the 

study delves into real challenges and potential of exporters within a highly technological and 

standard-based industry. Certification in this case proves to be a major determiner of 

competitiveness globally because products that are technologically sufficient can fail export 

market tests by not meeting the importing country's certification requirements. The study 

bridges the range of firm-level procedures and general commerce theory to gain insight into 

how developing countries can enhance global competitiveness through institutional and 

technical readiness. 
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1. INTRODUCTION 

 

Technical and institutional complexity in international trade has increasingly drawn the focus 

away from tariffs and towards firm-level non-tariff barriers and, of late, to certification. On the 

regulatory front, certification-through ISO standards, CE marking, and industry-specific quality 

marks-has come to represent a central access to, and entry into, overseas markets. Unlike 

government-driven regulation, which is obligatory and imposed nationally or locally, 

certification is generally voluntarily embraced at the firm level and fosters conformity to 

internationally recognized quality, safety, and environmental requirements. 

These studies are informed by the following overall research question How do global 

certification requirements affect firm-level competitiveness and export performance in 

developing countries? 

Rather than focusing on legal requirements broadly, the study adopts a microeconomic focus 

with a stress on the firm-level impact of certification on export performance. The study focuses 

on the technical and operational challenges of firms in adapting to the certification requirements 

to gain access to valuable global value chains. 

The study draws from a field experience of MBS Export, a Turkish firm engaged in exporting 

concrete mixer spare parts, concrete pump spare parts, concrete machinery, and spare parts of 

construction machinery to overseas markets. The products typically must adhere to very 

technical requirements, and export achievement is solely depended on a firm's ability to fulfill 

diversified and complex certification requirements of diversified markets. On occasion, 

unconventional products were not exportable because they failed to fulfill the required norms, 

while locally certified products enjoyed more popularity and greater market penetration. 

This paper bridges macro-theories of commerce and firm-level facts to make new contributions 

to our comprehension of how certification systems promote and restrict international 

commerce. Through its synthesis of theoretical and field-based views, the paper provides a 

grounded, policy-relevant evaluation of competitiveness in developing nations. 
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2. LITERATURE REVIEW 

 

2.1 THEORETICAL BACKGROUND ON INTERNATIONAL TRADE 

 

International trade has been grounded in a variety of theoretical perspectives which can explain 

why countries are willing to engage in cross-border commerce and how they benefit from it. 

The initial development of international trade theory was grounded in classical economics, 

particularly through the contributions of Adam Smith and David Ricardo, whose work 

established the basis for early interpretations of trade dynamics. According to Adam Smith, 

both nations must gain if there is a voluntary trade agreement between them (Smith, 1776/2007, 

p.23). Smith was the first to introduce the idea of absolute advantage, emphasizing the 

importance of productivity and the efficient use of resources. Absolute advantage means a 

country (or individual) can produce more of a good or service using the same amount of 

resources compared to another country (Krugman, Obstfeld, & Melitz, 2018). It’s simply about 

who can make more with the same inputs or effort. For instance, Bangladesh demonstrates high 

efficiency in agricultural production, on the other hand Denmark has a comparative strength in 

producing advanced technological equipment. Accordingly, Bangladesh has an absolute 

advantage over Denmark in producing agricultural products but an absolute disadvantage in 

producing advanced technological devices. Under these circumstances, according to Adam 

Smith, both countries could gain specializing in the production of the good or service in which 

they hold an absolute advantage and then engage in trade with one another.  

 

The findings of Smith's absolute advantage were essential for the early development of the 

theoretical background of international trade, and they were largely accepted by David Ricardo, 

the creator of the classical theory of international trade. Ricardo, however, advocated that the 

potential gains from trade extend beyond the concept of absolute advantage. Despite Smith’s 

model, which focuses solely on absolute efficiency, Ricardo’s approach emphasizes 

opportunity cost and relative productivity differences, thus broadening the scope of trade 

benefits to include less productive nations. This framework is especially valuable for countries 

with limited resources or low overall productivity, as it demonstrates that they can still 
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participate in and benefit from international trade by specializing in the production of goods for 

which they have the lowest opportunity cost. Even if a country is less efficient in producing all 

goods, it can gain from trade by focusing on what it does relatively better than others. As a 

result, Ricardo’s perspective allows for a more realistic and inclusive explanation of 

international trade patterns. The concept of comparative advantage—the ability to produce a 

particular good at a lower opportunity cost than other countries, describes the economic 

rationale behind trade gains. It highlights how differences in factor endowments—such as land, 

labor, and capital—or variations in technological progress enable nations, individuals, or firms 

to specialize and trade in ways that maximize overall economic welfare and efficiency. Ricardo 

considers a world economy consisting of two countries, country X and country Y, each 

producing the same goods with identically the same quality. In country X, a prior more efficient 

country, it is possible to produce two different goods with less labor than it would take to 

produce the same quantities in another country. However, there is a difference in the relative 

costs or ranking of the cost of producing those two goods between countries. (Ricardo, 

1817/2004) 

 

2.1.1 Heckscher-Ohlin Theory and factor endowment 

 

Although classical theories formed the basis of world trade, the Heckscher-Ohlin (H-O) model 

later supplemented them with an emphasis on factor endowments—that is, capital and labor—

as the main source of comparative advantage. Originally developed by Eli Heckscher and later 

advanced by Bertil Ohlin, the model holds that countries export goods that highly use the factors 

of production they relative abundance in and import goods using the factors they relative lack 

(Krugman, Obstfeld, & Melitz, 2018). 

 

Factor endowment refers to a nation's relative abundance of production inputs—that are natural 

resources (arable land, petroleum, and minerals), labor, and capital. A nation with a lot of 

workers like Bangladesh would typically develop a comparative advantage in labor-intensive 

manufacturing, including apparel and textiles. On the other hand, a nation rich in capital like 

Denmark would usually focus on capital-intensive industry. The idea shows how trade patterns 

can occur even in countries with the same degree of production. Canada sells forest products to 

the United States not because of higher labor productivity but rather because it boasts much 

more per capita wooded acreage. Therefore, variations in natural resource endowment can 
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affect trade by themselves, apart from technical superiority (Krugman, Obstfeld, & Melitz, 

2018). 

 

The Heckscher-Ohlin model offers us a broad framework for appreciating how specialization 

in trade is shaped at home by labor, capital, and natural resource endowments. H-O theory 

directs the analytical focus away from simple technological differences, so allowing wider trade 

links and specialization patterns between industrialized and developing countries. 

 

2.1.2 New Trade Theory and Economies of Scale 

 

Neoclassical and classical models defined international trade theory in both the 19th and 20th 

centuries. From Smith's theory of absolute advantage to Ricardo's theory of comparative 

advantage and, later, Heckscher-Ohlin's model, there is a basic idea that unites them all which 

is nations trade depending on their inherent differences in resources, productivity, or 

technological proficiency. This clarifies why Denmark exports machinery and Bangladesh 

mainly exports textiles. Though valuable, classical and neoclassical theories cannot adequately 

portray the complexity of actual trade. Particularly these models fail to adequately address the 

impact of institutional environments on trade processes, firm-level variability, and economy of 

scale issues. 

 

One major disadvantage was the neglect of intra-industry trade, especially between developed 

countries with comparable resource endowments. Advanced nations like France and Germany 

bought and exported different manufactured goods, including electronics and cars even if their 

economic systems were rather similar. Conventional wisdom lacked the means to sufficiently 

describe the trend. 

 

Paul Krugman (1979) developed a new theoretical framework in 1979 including monopolistic 

rivalry, economies of scale, and the need for variation in trade models in response to these 

empirical paradoxes. Based on the concept of economies of scale—that is, the cost savings 

companies discover as they raise production—this paradigm was developed. Dividing fixed 

expenses across higher production levels provide that companies decrease average costs and 

increase their competitiveness in both home and international markets. This reasoning helps 

one to understand a few big multinational companies who dominate global sectors including 

aviation, medications, and auto manufacturing.  Furthermore, economies of scale help nations 
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to concentrate on manufacturing specific goods, so fostering profitable trade even in the absence 

of notable factor endowment differences (Krugman, Obstfeld, & Melitz, 2018). 

 

This change in viewpoint led to the emergence of the New Trade Theory (NTT) towards the 

end of the 1970s in reaction to the shortcomings in the conventional theories. According to 

Krugman's studies, trade can be influenced by consumer demand for a range of products, 

company efficiency, and competitive advantage from economies of scale as well as by 

economic policies. Building on that foundation, Melitz (2003) developed a model in 2003 

stressing the variety of companies operating on worldwide markets. Based on his findings, only 

the most successful companies will be able to overcome the fixed costs related to foreign trade 

including logistics expenses, regulatory compliance, and quality certifications. 

 

This more encompassing theoretical framework clarifies the purposes of certification systems, 

laws, and businesses. By influencing access to foreign markets, government policies, market 

rules, and quality standards can have a major effect on business. As global value chains grow, 

trade-related regulatory instruments including sanitary and phytosanitary (SPS) rules, 

technology barriers to trade (TBT), and environmental certifications become ever more 

significant. Depending on how they are developed and applied, these institutional elements can 

be trading facilitators or non-tariff obstacles. 

 

Institutional economics helps one to understand these challenges. Economists such as Douglass 

North hold that by reducing transaction costs and uncertainty, institutions—both formal, like 

laws and regulations, and informal, like standards and norms—help to stabilize and predict the 

international trade environment (North, 1990). If these limitations are applied differently or 

with too great weight, however, they could unfairly limit trade prospects for companies from 

underdeveloped nations. 

 

Basically, modern theories of trade have developed to cover a larger spectrum of elements in 

response to the increasing complexity of global trade. These theoretical advances provide a 

framework for analyzing the financial effects of laws (or regulations) and certifications and 

help us to better grasp world trade. Promoting fair and sustainable trade practices depends on 

an awareness of the link between economic theory and policy mechanisms in view of the 

growing institutionalization and integration of world business. In summary, contemporary trade 

theories have developed to include a broader array of variables, mirroring the increasing 
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intricacy of global commerce. These theoretical breakthroughs enhance our comprehension of 

international trade and offer an analytical basis for assessing the economic consequences of 

laws and certifications. As global commerce becomes more integrated and institutionalized, 

comprehending the relationship between economic theory and policy mechanisms is crucial for 

fostering sustainable and inclusive trade practices. 

 

2.2 THE EVOLUTION OF TRADE REGULATIONS AND STANDARTS 

 

2.2.1 Tariff vs. Non-Tariff Barriers 

 

Through the 20th and 21st centuries, as the increasing size and complexity of foreign trade, so 

too have tools used by governments to control cross-border commerce. The most widely used 

devices during the earliest times of international trade have been tariffs, to protect indigenous 

and future industries and to fund the government. Custom duties were primarily sources of state 

revenues rather than protective measures in ancient societies like Babylon, Egypt, and Rome 

(Irwin, 1996). 

 

However, tariffs did start to have a more strategic role to play in the mercantilist and mediaeval 

eras. During the 17th and 18th centuries, mercantilist ideology placed heavy stress on the 

export-maximizing and import-reducing objective to build national riches. Tariffs were high 

during this period, protecting domestic manufacturing and proclaiming national economic 

predominance (Irwin, 1996). 

 

Average tariff levels have declined significantly over the past several decades, especially for 

developed countries, due to the progressive liberalization of international trade, especially post-

World War II, and more multilateral trade agreements. Non-tariff barriers (NTBs) that include 

a very wide range of administrative, procedural, and regulatory constraints like import licensing, 

quotas, technical specifications, and certification regulations have risen significantly in addition 

to this fall in tariff barriers. 

 

Non-tariff barriers are usually integrated into national administrative and legal frameworks, in 

contrast to tariffs that are conspicuous, measurable, and more easily tracked. This makes them 

more challenging to find and examine, especially on the basis of their effects on market access 

and trade flows (Maskus, Wilson, & Otsuki, 2005). Although most NTBs are set up with the 
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intention of rightful policy goals, such as environmental conservation or protection of 

consumers or producers, they have the potential to act as protectionist trade restrictions if they 

are unclear, applied in a discriminatory manner, or place excessive burdens on exporters 

(Maskus, Wilson, & Otsuki, 2005). 

 

There has been a fundamental change in the regulation of international trade by a move away 

from tariff-based towards standards-based regulatory practices. Governments increasingly are 

regulating trade through behind-the-border policies that influence whether and on what terms 

foreign goods and services can be imported into domestic markets, rather than applying direct 

tariffs on imports. 

 

The expansion of non-tariff measures also demonstrates wider shifts in institutional and 

political forces across the globe. The need for harmonized regulatory frameworks and 

standardized standards intensified as economies became progressively interconnected through 

global value chains. These reforms paved the way for institutional innovations like the World 

Trade Organisation (WTO) and the General Agreement on Tariffs and Trade (GATT), which 

have been created to ensure that rules like these do not operate as secret protectionist 

instruments but that they support openness, predictability, and fairness in trade internationally 

(Maskus, Wilson, & Otsuki, 2005). 

 

2.2.2 The Internationalization of Trade Regulations 

 

Examining the past that preceded the World Trade Organisation (WTO) from the General 

Agreement on Tariffs and Trade (GATT) helps one to follow the historical development of 

international trade governance. Following World War II, marked by destroyed economies and 

disrupted supply chains, international leaders came to see the need of a multilateral trade system. 

This was meant to prevent the repeat of inward-looking protectionist policies during interwar 

years. Countries changed to more nationalist trade policies that suited domestic gains rather 

than global stability in the 1930s, so drastically reducing international trade flows.  

 

With an eye towards preventing the following relapse into economic collapse, 23 countries 

came together in 1947 to create GATT, a temporary agreement seeking to liberalize trade 

through lowered tariffs and elimination of discriminating trade policies. GATT was a treaty-

based framework governed by a series of rounds of negotiations even though it was not an 



12 

 

international institution in its own right. In the next decades, GATT was instrumental in 

lowering the average industrial product tariffs worldwide. From over forty percent in the late 

1940s to under five percent in the 1980s, tariff rates dropped (WTO, 2015). As world trade 

diversified and grew, GATT's institutional flaw became more and more obvious even with its 

success. Having no tools for enforcement and limited sectoral coverage concentrated mostly on 

commodity trade, it was unable to handle the complexity of emerging issues including services, 

intellectual property rights, and regulatory barriers. 

 

These flaws drove the most ambitious and all-encompassing series of negotiations inside the 

GATT framework, the Uruguay Round (1986–1994).  

 

This round prepared the ground for a significant institutional transformation: founding of the 

World Trade Organization (WTO) in 1995. The WTO's structure and scope were quite different 

from GATT's. Through the General Agreement on Trade in Services (GATS), it set a permanent 

institutional framework and increased its rule-making authority to cover services; through the 

Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS), it established 

intellectual property coverage. Establishing a Dispute Settlement Body with binding court 

authority was also essential since it enhanced the enforceability of trading rules (WTO, 2015). 

From GATT to the WTO, the international trade control experienced a radical make-over. 

Through the WTO framework, trade regulation grew more worldwide, legally enforceable, and 

encompassing of more sectors and players.  

 

Enhanced multilateralism, a rule-based order, and institutional integration of developing 

nations into the world market defined the period of trade regulation. Based on its emphasis on 

predictability, non-discrimination, and openness (WTO, 2015), the WTO evolved into pillar of 

the new world trading order. 

 

2.2.3 The Emergence of SPS and TBT Agreements 

 

The growing economic global integration of the late twentieth century presented new 

challenges for control and governance of foreign trade. Among the most crucial national 

policies were those on food safety, animal and plant health, and product quality standards. Two 

innovative agreements resulting from the Uruguay Round multilateral trade negotiations 

(1986–1994) inside the recently founded World Trade Organisation (WTO) were the 
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Agreement on Sanitary and Phytosanitary Measures (SPS) and the Agreement on Technical 

Barriers to Trade (TBT) (WTO, 2017). This was done to handle these kinds of problems.  

 

Together with the WTO, the SPS Agreement aims to balance the sovereign right of nations to 

safeguard the health and well-being of people, animals, and plants with the need of stopping 

the use of such measures for protectionist aims. Based on risk assessments relevant and 

grounded on science, the agreement mandates the application of all SPS measures in a 

transparent and non-discriminatory way (WTO, 2017). By mandating member states to base 

their actions on international standards accepted by recognized bodies such as the International 

Plant Protection Convention and the Codex Alimentarius Commission, the agreement also 

promotes harmony of regulations. 

 

 

By adding coverage to a wider spectrum of technical rules, product standards, and conformity 

assessment processes capable of influencing trade flows, the TBT Agreement enhances the SPS 

framework. The agreement insists that governments should not be let to hinder trade even if it 

recognizes their legitimate right to implement such policies for public policy reasons. It upholds 

required WTO standards, which are transparency, national treatment, and most-favored-nation 

(MFN) treatment (WTO, 2017). Furthermore, given comparable degrees of policy efficacy, the 

TBT Agreement encourages mutual recognition and equivalency of alternative regulatory 

action.  

 

Together, the SPS and TBT Agreements mark a dramatic shift in world trade governance from 

a main focus on border tariffs to a more general emphasis on behind-the-border regulatory 

activity. The agreements have added more levels of complexity even if they have clearly helped 

to improve legal certainty and predictability in international trade. Particularly for developing 

nations, these countries often suffer from a technical knowledge, infrastructure, and 

institutional capacity perspective when trying to meet the always shifting global expectations. 

Thus, they are central in debates on trade facilitation, regulatory sovereignty, and inclusive 

involvement in the global economy. 
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2.2.4 Environmental, Safety, and Labor Standards in Global Trade 

 

When globalization increased, trade policy and regulatory control more and more intersected 

with broader environmental, labor, and safety concerns. The liberal paradigm that over time 

was classically pursued grew more subtle to the understanding that global value chains are 

within social and natural contexts. Production processes, working conditions, and 

environmental ramifications thus gained their place as proper subjects of international trade 

regimes. The harmonization of these standards has been an incremental and often contentious 

process, driven by global events, international civil society activism, and adaptation by 

international institutions (Rodrik, 2018). 

 

In the late twentieth century, growing concern about the adverse social and environmental costs 

of uncontrolled commerce—dramatized by factory disasters and exploitative working 

conditions—provoked developed countries to inject environmental and labor factors into trade 

policy. This change reformed such standards from being purely domestic policy matters into 

rightful aspects of international trade governance (Rodrik, 2018). Although multilateral efforts 

within the World Trade Organization (WTO)—most significantly following the 1996 

Singapore Ministerial Conference—did not yield binding commitments, coordination with 

technical agencies such as the International Labour Organization (ILO) and the United Nations 

Environment Programme (UNEP) intensified. In addition, sustainability provisions increased 

in bilateral and regional trade agreements. While clauses of this type aim to promote equitable 

and environmentally conscious commerce, they are criticized by critics as being masked 

protectionism, unfairly burdening developing countries (Rodrik, 2018). 

 

Including environmental, labor, and safety standards in policy in trade has made a serious 

economic impact—especially on developing countries. On the one hand, international standards 

compliance can increase export competitiveness through making products appealing to 

environmentally and socially conscious consumers, attracting foreign investment, and allowing 

access to more sophisticated parts of international supply chains (OECD, 2012). On the other, 

compliance is generally expensive in terms of production upgrading, human capital 

enhancement via training, and establishing verification mechanisms. These are problems 

particularly acute in low-income nations with poor regulatory infrastructure and institutional 

capability. Consequently, such burdens can be detrimental in the guise of trade diversion, low 

export levels, or exclusion from specific markets (OECD, 2012). 
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As such, while such requirements are crucial to guarantee the pursuit of sustainable 

development and sound trade practice, they also highlight the need for harmonized technical 

cooperation and capacity-building programs. Such instruments are crucial for the guarantee that 

the dividends of international trade are equitably distributed and do not increase existing 

inequalities in economy. 

 

2.3 IMPACT OF REGULATIONS AND CERTIFICATIONS ON TRADE FLOWS 

 

2.3.1 Compliance Costs and Their Impact on Developing Countries 

 

Though processes on the surface only tell half the story, international trade has a structured 

system. Underneath the surface, which presents major difficulties especially for businesses in 

the developing world, trade is not a smooth, integrated phenomenon controlled by set systems. 

Compliance cost is among them one of the most important ones.  

 

In international trade, compliance costs—financial, administrative, and operational—are the 

expenses governments or businesses must pay to satisfy legal, regulatory, or procedural 

requirements. Usually involving dimensions of product quality, health and safety, the 

environment, and labour conditions, they most often arise from needing to adapt to norms, 

regulations, and certification systems of importing countries (Maskus, Wilson, & Otsuki, 2005). 

 

Think of a Turkish small coffee producer who wants to sell to Europe. The producer would 

have to show that his product satisfies some health criteria, obtain the necessary certifications, 

follow packaging and labelling guidelines, and even go through outside third-party inspection. 

Along with financial inputs, all these actions call for technical capacity and institutional support 

most small businesses lack.  

 

Compliance costs in global trade are NTMs including technical trade barriers (TBT), sanitary 

and phytosanitary (SPS) requirements, and complicated customs processes. Compliance with 

them could call for requests for licenses, laboratory tests, production process modification, staff 

training, or consultant interpretation and application of foreign regulatory regimes (Shepherd 

& Wilson, 2013). Although these policies usually support reasonable interests—such as 

environmental or public health protection—they may nevertheless function as essentially trade 
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barriers.  

 

Compliance costs can significantly restrict access to world markets for developing nations. 

Especially vulnerable are small and medium-sized businesses (SMEs), usually distinguished by 

limited institutional and financial capacity. Without help, these companies could find it 

impossible to satisfy the many and sometimes strict criteria needed to enter high-value export 

markets (Hoekman & Nicita, 2011). Returning to the previous example, a Turkish small coffee 

exporter would probably have to acquire several licenses, satisfy many criteria, and customise 

compliance programs to every target market—all of which affect not only expenses but also 

reduce competitiveness.  

 

Although the achievement of safe, ethical, and sustainable trade often hinges on meeting 

compliance requirements, the processes of designing and enforcing such standards should be 

grounded in principles of fairness, proportionality, and transparency. To ensure that these 

requirements do not disproportionately burden firms in low-income countries, supportive 

measures—such as technical assistance, regulatory alignment, and capacity-building 

programs—are essential for promoting a more inclusive and equitable global trade framework. 

 

2.3.2 The Role of Certification in Market Access 

 

In today’s world, certificates are now the main tools for engaging in global trade. Without 

certificates, companies—especially small and medium-sized businesses (SMEs) in developing 

countries—find it difficult to enter foreign markets. Usually by documentation, type-tests, and 

third-party certification, companies must show that their products satisfy safety, health, and 

environmental standards in order to meet the needs of the importing nations.  

 

Certifications are gatekeepers of the market for international trade since they guarantee 

credibility and ensure adherence to laws. Regulated markets, like the European Union, most 

usually demand exported goods to be certified as proof of compliance with particular legal and 

technical requirements. For most products sold inside the EU, for instance, CE marking is 

required and indicates that a good satisfies all pertinent guidelines regarding safety, health, and 

environmental protection (European Commission, 2023). 

 

In addition to official regulation certification, companies wanting to engage in worldwide value 
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chains now have to comply with voluntary standards such as ISO 9001—quality management 

system requirements. Especially in international buying and supply relationships, they give 

consumers consistent product quality and standard manufacturing processes (Maskus, Wilson, 

& Otsuki, 2005).  

 

Though certification clearly benefits one in terms of access to high-value markets and increased 

competitiveness, getting it can be rather frightening. Usually, it calls for great commitment to 

documentation, laboratory testing, systems enhancement, staff development, and audit systems. 

For SMEs in developing nations, who probably have limited institutional capital and money to 

handle complex certification programs, these requirements can prove to be a heavy weight.  

 

Certifications thus present both possibilities and restrictions. Only if companies have the 

required tools and systems in place will they be able to open markets worldwide, build 

reputation, and improve buyer relationships. The ambivalence of certification—both as 

facilitator and as constraint—points to the need of specialised technical assistance and capacity-

building programs to level the playing field for international trade to most exporters in 

developing economies. 

 

2.3.3 Trade Creation vs. Trade Diversion 

 

Regulations and certification have both positive and negative effects on world trade depending 

on their nature. Analyzing the larger picture of how different regulatory systems affect trade 

frameworks is quite vital. In economics, rules and standards including certifications can either 

direct trade or help to establish it. Originally presented by Viner (1950), these ideas define the 

efficiency-enhancing and maybe distortionary consequences of regulatory integration. As Viner 

clarified, a customs union "may bring about the substitution of more costly for less costly 

sources of supply" (Viner, 1950, p. 44), so guiding the process of trade diversion. Regulatory 

harmonization or certification reduces trade barriers and helps to replace more costly domestic 

production with more efficient imports from partner nations, so fostering trade creation. 

Conversely, trade diversion—that is, the transfer of trade from a more competitive external 

producer to a less efficient but compliant partner nation—occurs, e.g., in response to 

preferential regulatory treatment or mutual recognition of standards. For instance, Türkiye signs 

an agreement with the European Union, thus she begins importing cheese from the Netherlands 

instead of New Zealand. Not because of less expensive Netherlands cheese, Türkiye imports 
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cheese from there since the agreement lowers tariffs. For high-standard markets like the 

European Union, where the acceptance of particular certifications—i.e., CE marking or ISO 

standards—allows preferential access for companies running under harmonised regulatory 

conditions, such differentiation is especially important. 

 

A company in a non-EU nation might have a cheaper and technologically better product, for 

instance, but it could be excluded in favour of a less efficient but certified producer from within 

the bloc if it lacks accepted certification or mutual recognition agreements. Though legally 

justified, such results can distort comparative advantage and lower global allocative efficiency 

(Cipollina & Salvatici, 2010). This dichotomy is supported by empirical research of gravity 

models. Synchronized certification systems are shown to increase intra-bloc trade, so pointing 

to trade creation; but, they also reduce trade with third-party nations, so indicating trade 

diversion (Estevadeordal, Freund, & Ornelas, 2008). Certifications thus not only improve trust, 

openness, and product quality in worldwide trade but also shape the larger economic and 

geopolitical scene by conditioning who trades, and not always whether trade takes place. 

 

2.4 REGULATORY HARMONIZATION AND REGIONAL TRADE 

AGREEMENTS 

 

2.4.1 Harmonization of Standards and Mutual Recognition Agreements 

 

Countries have turned to regulatory harmonization and mutual recognition agreements (MRAs) 

as a means of eliminating fragmentation and complexity from international trade systems as 

technical rules and certifications increasingly shape cross-border trade flows. Harmonisation is 

the coordination of national rules with generally accepted standards to eliminate duplications 

and lower the regulatory load on exporters: Conversely, MRAs help trading partners to find 

each other's conformity assessment results—testing, inspection, and certification—without 

extra systems. Both systems are institutional tools meant to lower technical trade restrictions 

(TBTs) and advance regulatory coherence among trading partners (OECD, 2017).  

 

Comprehensive regional trade agreements—particularly those of the European Union—have 

established legal frameworks that promote harmonization and mutual recognition. EU member 

states, through the exchange of product standards and via the automatic mutual recognition 

mechanism within the Single Market, have significantly reduced compliance costs and 
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facilitated intra-regional trade (Pelkmans, 2001). On the other hand, third-country exporters 

that are not signatories to these agreements are likely to suffer from burdensome and costly 

compliance procedures, which may translate into regulatory mismatches and limited market 

access in high-value markets. These issues are particularly pressing for smaller developing 

country exporters, which typically lack both administrative capacity and technical infrastructure 

to cope with diverse regulatory standards. 

 

Harmonization and MRAs have both dual economic effects.  , harmonization lowers transaction 

costs and helps companies—especially SMEs—to more readily reach foreign markets, so 

fostering trade creation. Conversely, the selective character of MRAs and regionally 

customized criteria can cause trade diversion, a phenomena that enhances segmentations 

between members of regulatory blocs and non-members (Büthe & Mattli, 2011). Therefore, 

even if harmonization and mutual recognition agreements are encouraging instruments for 

increasing trade integration, their design should be inclusive and sensitive to different capacity 

of developed and developing countries. 

 

2.4.2 Regulatory Integration in the EU, NAFTA/USMCA, and ASEAN 

 

Regional trade unions including the European Union (EU), NAFTA/USMCA, and ASEAN 

show how institutional structures shape the regulatory environment of international trade. Of 

all these, EU offers the most advanced model of regulatory cooperation. Between its members, 

EU has imposed harmonized standards of products and mutual recognition procedures both as 

a customs union and single market. Under centralized law enforced by supranational actors 

such the European Commission and the European Chemicals Agency, this structure removes 

technical trade restrictions in the block. Particularly for goods subject to strict safety, 

environmental, and quality control, the EU framework thus greatly lowers transaction costs and 

promotes seamless cross-border trade (Pelkmans, 2001; Büthe & Mattli, 2011).  

 

Formerly NAFTA, the United States–Mexico–Canada Agreement (USMCA) operates with a 

more dispersed regime of regional trade governance than more integrationist configurations. 

The agreement does not create a customs union or significant legal harmonization, although it 

does contain specific clauses for some sectors—most notably agriculture and auto—that reflect 

Rather, it uses instruments including limited mutual recognition, regulatory cooperation, and 

dispute settlement to control member state regulatory variation. The new architecture also 
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reflects the growing relevance of labor standards, environmental protection, and electronic 

trade. Still, regulatory fragmentation continues in fields where harmonization has not been 

attained without a central regulating authority. 

 

ASEAN finds itself caught in-between. Under the ASEAN Economic Community (AEC), 

ASEAN has tried to promote regulatory harmonization by means of a regional organization 

with political and economic diversified membership. These initiatives have focused mostly on 

industries including electronics, cosmetics, and drugs. Member states still apply differently, and 

there is generally little harmonizing overall. 

 

Collectively, these regional models pinpoint the processes by which the depth and institutional 

character of regulatory integration have simple effects on trade outcomes. Deeply ingrained 

systems like the EU help to promote more intra-bloc trade by lowering administrative and 

compliance loads. Less flexible policies such as those of NAFTA/USMCA and ASEAN 

promote regulatory diversity but restrict deeper integration and challenge less developed or 

institutionally less strong members states. 

 

2.4.3 The Impact of Regulatory Divergence on Trade 

 

While regulatory convergence within regional blocs promotes trade, regulatory divergence—

mismatch of standards, technical standards, or conformity assessment processes among 

nations—can essentially prevent international trade.   regulations increase transaction costs 

since businesses must modify goods, packaging, or documentation to match particular national 

standards. Usually, adaptations show up as delays, extra work, and occasionally outright 

exclusion from foreign markets. Particularly for small and medium-sized businesses (SMEs) 

and developing-country exporters who might lack institutional and financial capability to adjust 

to conflicting sets of standards, this negative impact of such divergence is especially severe 

(Gourdon, 2014).  

 

Empirical data confirm that the trade-reducing effect of regulatory difference is on scale with 

traditional tariff barriers (Cadot et al., 2015). Companies trying to export the same goods to the 

European Union and the United States, for instance, have to follow different regulatory systems 

concerning safety, labelling, or green rules. Such companies are compelled to acquire dual 

certification in the absence of mutual recognition agreements, so raising entrance costs and 
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reducing global competitiveness (OECD, 2017). 

Apart from these clear cost consequences, regulatory difference compromises fundamental 

economic ideas including comparative advantage. Inducing administration frictions unrelated 

to price or quality will help to distort trade flows and reinforce regional discriminatory biases 

by means of mutually incompatible regimes of regulation. Therefore, even technologically 

advanced and reasonably priced goods can become victim of institutional disintegration rather 

than protectionist interests.  

 

Therefore, an end of regulatory divergence through mechanisms such as regulatory dialogue, 

openness measures, and the search of technical equivalency is needed. It enhances the 

inclusiveness, predictability, and efficacy of world trade networks in addition to increasing 

trade volume. 

 

2.5 CERTIFICATION AND FOREIGN DIRECT INVESTMENT (FDI) 

 

2.5.1 Shaping Investment Decisions through Standards 

 

Foreign direct investment (FDI) intentions of multinational companies (MNEs) are being 

shaped by regulatory demands and certification standards as well as by trade facilitation. 

Beyond the accepted factors influencing labor costs or market size, businesses today pay closer 

attention to the host country's legal environment. Especially in sectors where supply chain 

standards worldwide matter—that is, where product quality, safety, and traceability count—

open, stable, and internationally aligned certification systems help companies to meet these 

criteria. 

 

In case of attracting long-term investment, host nations must have open and coherent investment 

policy environments supported by well-established institutional and human capacities. Such an 

environment consists in part of certification systems and conformity assessment infrastructure, 

which indicate regulatory maturity and reduce perceived risk for investors. These institutions 

guarantee that the produced goods in the host nation can satisfy global standards, thus 

improving the viability of exports and the appeal of long-term investments. 

 

Empirical data verifies this link between investment choices and regulatory quality. Javorcik 

and Spatareanu (2005) find at which markets foreign investors prefer governments to have high 
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standards of products and worker protection—matters lowering concerns over reputational risk 

and allowing the development of stable production regimes. Certifications thus play a vital role 

double-edged in ensuring that they comply with regulations and at the same time as strategic 

facilitators of foreign investment, especially in countries seeking deeper integration into global 

value chains. 

 

On the other hand, even in cases of competitive cost advantages, nations without consistent 

certification systems or open regulatory processes will be unable to attract and keep foreign 

investors. As is the case with standards influencing world investment patterns, without a 

trustworthy institutional system perceived hazards are likely to exceed possible economic 

incentives. 

  

2.5.2 Certification and Investment Location Decisions 

 

Foreign direct investment (FDI) decisions by multinational corporations (MNEs) are much 

influenced by the existence and integrity of certification systems in the possible host countries. 

Certifications like ISO 9000 show a nation's adherence to generally accepted international 

quality standards, so lowering information asymmetries and transaction costs usually associated 

with cross-border investment. Particularly in developing nations with rather underdeveloped 

institutional systems for distributing product quality and production techniques, empirical 

analysis reveals that the diffusion of ISO 9000 certifications has a positive effect on trade as 

well as FDI flows. Under such circumstances, ISO certifications help companies to show their 

compliance with international standards, so improving their credibility and appeal to foreign 

investors (Clougherty & Grajek, 2008).  

 

Beyond certification as such, the general state of a nation's institutional and economic milieu—

especially its infrastructure for regulatory and conformity assessment—has become a major 

determinant of foreign investment. Harmonized certification systems and well-run regulatory 

institutions help to lower risks associated with investments and increase the possibility for 

returns, so enabling the mobility of world capital. This emphasizes the strategic need of 

developing world governments to invest in strong and open certification systems while national 

standards are harmonized to globally acceptable norms. This makes them more competitive in 

the global trading system as well as more appealing as a host for long-term, sustainable, foreign 

direct investment. 
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2.6 POLICY DEBATES AND DEVELOPMENT IMPLICATIONS 

 

2.6.1 The Infant Industry Argument vs. Competitiveness 

 

The trade-off between the protection of infant industries and exposure to open-market 

competition has long influenced trade and industrial policy debates in developing countries. 

The infant industry argument, originally proposed by Alexander Hamilton (1791) and later 

expanded by Friedrich List (1841), states that newly emerging industries in developing 

countries require protection against international competition in the short run. This protection 

comes in the form of tariffs, subsidies, or regulatory barriers and is intended to provide these 

industries with space to acquire sufficient scale, productivity, and technological capability to 

compete effectively in foreign markets (Chang, 2003). In this model, domestic standards as 

well as trade regulation are not just hindrances but can be tools for structural transformation as 

well as industrial upgrading. 

 

Nevertheless, critics of protectionist policy argue that long-term protection of native industries 

typically leads to persistent inefficiencies, rent seeking, and reduced incentives to innovate. 

Rather than encouraging international integration, long-term protection can deter companies to 

be ready to participate in global value chains and reduce their long-term competitiveness 

(Rodrik, 2004). In a time of globalization, the biggest challenge is to balance policy in a way 

that temporary strategic intervention is not driven at the expense of long-run market discipline. 

 

One of these solutions is in building competitiveness by capability. Governments can fund 

infant industries to meet export standards and achieve quality levels by maintaining high 

domestic standards and putting money into certification infrastructure. This makes the nation 

resilient and market-ready through protection by competence rather than protection through 

exclusion. 

 

Empirical findings on infant industry protection success are mixed. South Korea and Taiwan 

employed selective and time-limited industrial policy to trigger successful industrial takeoff. 

Other initiatives, elsewhere, have failed, generally due to institutions being poor, policy 
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implementation being incompetent, or monitoring tools for performance being absent (Pack & 

Saggi, 2006). These inconsistent findings highlight the importance of designing modern 

industrial policies with clearly stated performance targets, sunset clauses, and an association 

with global standards for regulation so that protection leads to global competitiveness and not 

dependence. 

 

2.6.2 Structural Adjustment Challenges in Developing Countries 

 

Developing nations aspiring to greater integration into the global economy are increasingly 

faced with challenging structural adjustment issues connected to compliance with international 

commerce regulations and certification schemes. Structural adjustment generally constitutes a 

set of macroeconomic, fiscal, and institutional reforms—commonly arranged under the aegis 

of multilateral finance organizations such as the International Monetary Fund (IMF) or the 

World Bank—to stabilize host country economies, expose them to increased world commerce, 

and foster market-led development. While these reforms are intended to enhance medium-run 

competitiveness, they are generally accompanied by short-run social and economic disruption, 

including deindustrialization, increased levels of unemployment, and decreased capacity to 

deliver public services (Stiglitz, 2002). 

 

Among the fundamental concerns of most countries is balancing the relative demands of trade 

liberalization and regulatory harmonization. With continuous efforts towards tariff reduction 

and market opening, there comes with it an expectation for the implementation of more 

stringent regulatory regimes on product quality matters, environmental protection, labor 

standards, and technological compatibility. For the majority of least-developed and developing 

nations, this pressure in both directions places a heavy burden on already fragile institutional 

and fiscal capabilities. The result is typically a policy mismatch, where the width and intensity 

of rule-bound commitments exceed the administrative and technical capabilities that are 

available, leading to unbalanced integration in global markets, diminished competitiveness, and 

potential marginalization from high-value trade opportunities. 

 

Furthermore, structural reform programs have come under fire for not considering the 

institutional reality of most developing nations. Low human capital, weakly enforced legal and 

regulatory institutions, and inadequate infrastructure can all greatly reduce the benefits of 
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market-based reforms and perhaps widen social inequalities. Without complementary 

investments—such as strong certification systems, technical support programs, and focused 

capacity-building projects—countries run the danger of being locked into low-value export 

sectors or staying unduly dependent on primary commodity exports. 

 

Hence, successful adaptation to the structure has to transcend liberalization. It entails strategic 

investment in institutional capacity building to allow countries to engage in high-quality value 

chains and climb the value ladder. Through regulatory infrastructural investment and 

benchmarking of country capabilities against best practices internationally, developing nations 

can transform the process of adaptation into a process of opportunity to achieve sustainable and 

inclusive economic development. 

 

2.6.3 Trade Liberalization, Social Outcomes, and Inequality 

 

Liberalization of trade is argued to drive economic growth and efficiency of resources. With 

standard theory, removal of protection equals increased overall welfare because the resources 

are redirected to more productive uses. However, evidence points out that the benefits of trade 

are not evenly distributed—among countries or within them. In a vast majority of instances, 

liberalization has been accompanied by rising income inequalities, regional imbalance, and 

social displacement, primarily in developing nations (Goldberg & Pavcnik, 2007). 

 

These distorted results are often the consequence of unbalanced adjustment burdens. Capital 

and skill-based businesses are likely to benefit from expanded access to export markets and 

foreign capital. On the opposite side are low-skilled workers, informal economy workers, and 

small-scale producers who are most likely to lose jobs, see stagnant or declining wages, and are 

affected by fiercer import competition (Pavcnik, 2017). The impact is even worse when 

conformity to certification and regulatory requirements that accompany trade is made a pre-

condition to market entry. While these measures are meant to safeguard market quality and 

consumer protection, they end up keeping out low-capacity producers and solidifying pre-

existing inequalities (UNCTAD, 2013). 

 

There are pressing issues of policy on how to make commerce's benefits shared out more 

broadly. Policies of compensation–such as institutions of social protection, labor retraining, and 

open regulatory institutions–are needed to buffer against adverse social effects. Without them, 
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new trade opening could create political backlashes, increase social polarization, and erode 

popular support for global economic integration. Liberalization must be complemented by 

internal policies that address structural weak points if it is to operate as a catalyst of inclusive 

development. A strategy that combines open trade with social investment and equitable 

regulatory design is at the core of strengthening the development benefits of globalization. 

 

3 METHODOLOGY 

 

3.1. PHILOSOPHICAL APPROACH AND RESEARCH DESIGN 

 

The study employs a qualitative, exploratory case study strategy whose aim is to understand the 

title of the study which is An Economic Analysis of the Impact of Regulations and 

Certifications on International trade within the question of how competitiveness at the firm's 

level and export performance are influenced by export certification requirements in developing 

countries from the perspective of economics and the international trade and finance. The 

philosophical underpinning of the study is interpretivist, and it highlights the requirement to 

understand social and institutional occurrences within the backdrop of where they occur, 

primarily in overseas markets with non-tariff restrictions and conformity requirements.  

Owing to the type of certification regimes and diversification of how firms are responding to 

them, the study has a focus on depth over breadth and is context-specific and firm-level in 

nature. The study is also informed by institutional and development economics with a focus on 

how firms internalize certification constrains in the context of developing countries. 

3.2 SME CASE SELECTION: MBS EXPORT AS A REPRESENTATIVE SME 

The empirical material underpinning the research is a single embedded case study of MBS 

Export, a Turkish small to medium-sized enterprise (SME), which exports 

• Concrete mixer spare parts 

• Concrete pump spare parts 

• Heavy concrete equipment 

• Concrete equipment pieces 
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MBS Export's presence in markets across the globe — in Europe (such as Poland), the Middle 

East (such as Saudi Arabia), and Eastern Europe (such as Russia) — requires that the firm deal 

with global certification regimes like CE marking and ISO 9001. The firm is therefore a case 

in point of the overlap of export strategy and certification requirements, specifically within a 

machinery-based industry niche. 

Although direct access to internal documents is limited, internship fieldwork observations, 

public and industry reports, and observations from organizational settings are central qualitative 

data sources. 

3.3 DATA SOURCES AND COLLECTION METHODS 

It utilizes a multi-source data method that integrates primary and secondary qualitative sources 

Primary data 

• Personal experience from internship work done with MBS Export, including experience 

in certification requirements, operation changes, and market entry. 

• Holding weekly meetings with employees to address day-to-day operations, 

administrative matters, and regulatory issues. 

Secondary data 

• Reports of the international institutions (WTO, ITC, OECD, UNCTAD) and those of 

the Turkish export organizations (TİM, DEİK) 

• Industry case studies and firm-level surveys of similar industries (industrial products, 

machinery, automotive). 

• Academic journals and databases pertaining to certification costs, SME 

competitiveness, and non-tariff barriers. 

In areas where firm-specific cost data were not available, comparable examples from similar 

SMEs from similar industries were used to make inference. 
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3.4 ANALYSIS FRAMEWORK: THEMATIC ANALYSIS 

Thematic analysis is applied to classify and interpret qualitative results in a systematic way. 

The procedure is ideal to identify patterns and meanings from rich context-dependent evidence. 

Theoretical and empirical observation underline the following five themes to structure the 

analysis 

• Cost of Compliance - determination of the financial and administrative expense of 

certification (e.g., testing, documentation, consultants' fees, design modification). 

• Market access and trust of buyers – evaluating the role of certification to gain access to 

new markets and establish customer confidence. 

• Export Efficiency - quantifying post-certification gains in delivery time, returns, and 

order value. 

• Firm-level competiveness – examining strategic positioning, differentiation, and 

development of internal capabilities spurred by compliance. 

• Managerial and Operational Changes – recording changes in organization and process 

that were prompted by certification requirements. 

Coding and development of themes follow a mixed deductive-inductive process: a priori overall 

themes are conceptualized from the literature whereas subthemes are inductively built from 

field observation and secondary data. 

3.5 METHODOLOGICAL RIGOR AND VALIDITY CONSIDERATIONS 

To ensure credibility and reliability 

• Triangulation is achieved by cross-validating data from personal experience, reports, 

and scholarly sources. 

• Transferability leverages rich case context and industry fit to allow informed application 

of results to similar SME environments. 

• Reflexivity is maintained by acknowledging the researcher's internship status and 

potential biases in relation to getting to know the subject company. 
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Although the findings are not generalizable to a statistical population, they yield rich, 

experience-based evidence that can be applied to policymaking, SME support schemes, and 

certification system development. 

3.6 SCOPE AND LIMITATIONS 

Scope of the research is limited to SMEs in machinery and industrial component companies, 

and MBS Export is a focal point of reference. Limitations: 

Limited access to confidential financial and operational information. Limited ability to conduct 

in-depth interviews because of case differences and access constraints. Relying on second-order 

data to make inferences of cost structures and cross-validating thematic meanings. Despite these 

constraints, the method is sufficiently rigorous to deal with the research inquiry within the 

context of a firm-level analysis, offering evidence-based insights into certification practices 

within developing country environments. 

4. FINDINGS 

4.1 COST OF COMPLIANCE AND ITS MACROECONOMIC IMPLICATIONS 

4.1.1 Certification Costs as a Share of Export Revenue 

For companies in developing countries, the cost of complying with international product 

certification requirements is one of the major barriers to entering high-standard global markets. 

Although there might be justification for these costs based on safety or quality concerns, these 

costs often include documentation, third party audits, testing, product redesign, and employee 

training, and often represent a significant proportion of the overall export earnings of a 

company. 

 

Particularly for small and medium-sized businesses (SMEs) lacking internal compliance 

infrastructure, empirical studies have revealed that certification costs can range from 2% to 

10% of the export value (Maskus, Wilson, & Otsuki, 2005). Technical requirements and 

required capital upgrades in industries including food, pharmaceuticals, or heavy machinery 

mean that initial certification costs—e.g., for CE marking or ISO 9001—may exceed this range. 

 

Short-term doing internships at a mid-sized Turkish export company (MBS Export) specializing 
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in concrete machinery spare parts, concrete machinery spare parts and other products informal 

conversations with staff and documentation efforts suggested that first steps towards CE 

certification required not only financial expenditure on consultants and testing services but also 

product redesign to meet European health and safety requirements. Although no firm-level data 

were gathered for this study, these observations provide anecdotal evidence to support more 

general assertions made in the literature: in capital-intensive industries, certification 

requirements can function as quasi-fixed costs, disproportionately impacting companies with 

low export volumes and thin margins (Jansen, 2011). 

 

In macroeconomic terms, high levels of compliance costs can reduce the overall export 

competitiveness in developing countries by discouraging small firms from moving into world 

markets or moving up into more regulated economic zones such as the European Union. This 

may be because, in a few large, highly capitalized firms, exporting is concentrated; this in turn 

erodes the gains associated with liberalizing trade.  

 

 

4.1.2 Sectoral Variation in Compliance Costs 

 

Estimated certification costs and their share in export value by industry. 

Source: Adapted from Maskus et al. (2005); OECD (2012); Wilson & Abiola (2003). 

The international standards of certification affect the industries differently in terms of 

technological sophistication, regulatory responsiveness, and product risk profiles; they differ 

by industry. Agro-food, chemicals, pharmaceuticals, and heavy machinery are just a few 

examples of the industries where adherence to international standards like ISO, CE marking, 
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and a range of industry-specific certifications like, for example, HACCP and GMP has become 

the norm. These standards entail careful documentation, audits, and testing of the product. 

In less regulated industries, such as raw materials or primary textiles, certification fees are 

usually between 1% to 3% of export value. Studies of companies operating in highly regulated 

industries, however, indicate that compliance measures can amount to more than 10% of their 

overall operating expenditure (Maskus et al., 2005). This causes disequilibrium, and hence 

developing nations direct their exports to non-regulated industries to reduce sky-high 

compliance costs. 

CE marking in the European Union ensures conformity to the following standards of machinery 

safety, noise emission, electromagnetic compatibility, and environmental performance. The 

medium-risk industrial machinery and equipment industry, such as medium-risk products such 

as mixers, pumps, and structural parts, is highly significant. For a medium-sized Turkish 

exporter, making current products CE-compliant involved investment in testing equipment and 

the redesign of the machinery with new safety aspects. These expensive installations put 

postponement of export readiness by months. While this company was not formally inspected, 

industry-specific cases illustrate the many costs certification schemes impose upon 

manufacturers. 

Additionally affecting compliance expenses is a nation's technology infrastructure and the 

complexity of the product. Exporters whose countries do not have mutual recognition 

agreements (MRAs) with major markets or have inadequate testing laboratories have to 

regularly send samples abroad to acquire certification and therefore increase expenses and 

extend lead times (OECD, 2017). 

Export patterns for developing countries mirror such sectoral variation in certification costs. 

Companies in troubled industries or rely on middlemen to handle compliance issues when 

certification is costly and technological skills are limited. This can delay the growth of high-

tech, high-value firms and typically leaves less value inside the domestic economy. 

Targeted technical assistance programs, investments in certification infrastructure, and regional 

harmonization efforts will help close gaps to deal with these issues. Without policy intervention, 

certification systems can serve to reinforce world production hierarchies and trap less developed 

countries in low-value, low-compliance niches of world trade. 



32 

 

 

 

4.2 MARKET ACCESS AND BUYER TRUST 

It is a key factor in the access of the companies to foreign high-value markets as well as the 

creation of long-run foreign buyer-seller relationships. Standards such as ISO 9001, CE 

marking, and industry eco-labels are not only technical specifications but also constitute 

credibility, reliability, and conformity to world standards. It is a market-conabling institution 

which mitigates information asymmetries and facilitates trust between foreign buyers and 

exporters in transactions involving distance, uncertainty, and regulation (Javorcik & 

Spatareanu, 2005). 

Exporters from the majority of developing countries indicate that their foreign customers will 

make their purchases conditional on certain certifications. For example, distributors of auto 

components or construction equipment within the EU consistently need CE-certified 

equipment, an aspect reflecting the rigorous regulation of the region under the Machinery 

Directive. In the absence of such certifications by the exporter, the markets are shut down or 

postponed regardless of the technical suitability of the product. This is a de facto trade barrier, 

and voluntary standards are therefore de jure market access requirements (Wilson & Abiola, 

2003). 

 

Conceptual model showing the pathway from firm-level input to export market access via certification and buyer 

trust. 

Moreover, in highly regulated and competitive markets, buyers are likely to associate 

certification with reduced inspection costs, reduced transaction risk, and assured standardized 
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product quality. Findings from field research on Southeast Asian and Turkish small and medium 

enterprises that manufacture industrial equipment and electronics for export to high-compliance 

markets show that, in most cases, holding certifications such as ISO 9001 or the CE mark is 

required to initiate negotiations with large distributors. Unless such documentation is provided, 

attempts at market entry rarely proceed beyond the first contact stage. A Turkish medium-sized 

enterprise that manufactures concrete machinery reported that CE certification not only 

facilitated market entry into Germany and Poland but also reduced the rate of shipment 

rejection, since compliance with safety and labeling standards improved communication and 

minimized miscommunication. While anecdotal, these observations reflect a general trend in 

buying behavior of compliance-sensitive markets. 

On the economic side, the absence of certification lowers the welfare gains from trade and the 

effective market coverage for the exporter. It can also lead to price compression in low-quality 

or informal markets with more concentrated purchasing power, minimal quality differentiation, 

and increased reputational risks. In a way, certification is a non-price driver of competitiveness 

that enables businesses to escape the "low-cost trap" and compete based on quality, conformity, 

and dependability. 

Generally, the relationship between certification, entry, and buyers' trust accounts for the 

importance of institutional compatibility between developing countries' exporters and the 

destination market's regulatory framework. Institutional capacity development, conformity 

infrastructure assistance, and subsidization of certification achievement by SMEs are all viable 

government policies for enhancing competitiveness in trade. 

4.3 EFFECTS ON EXPORT EFFICIENCY  

Export performance is perhaps the most critical performance for export companies, and 

particularly for companies in developing countries with tighter resource bottlenecks and higher 

transactions costs. Product certification schemes, though widely regarded as a cost imposition, 

can do much to improve the performance of exports via a number of mechanisms—chiefly by 

reducing uncertainty, simplifying logistics coordination, and reducing costly re-exportation and 

delay at the borders. 

Financially, overseas exporting impact not only refers to the amount of merchandise 

successfully sold abroad, but also to the speed, dependability, and economic soundness of the 

entire process of exporting. Firms which receive global certification levels also tend to enjoy 
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more effective quality management mechanisms that further optimize internal procedures such 

as inventory control, reduction of defects, documentation accuracy, and liaison with the 

government and customers. All of these reduce the incidences of order rejection, product recall, 

or infringements against regulation—factors which would reduce the margins for profit from 

exports. 

For instance, machinery, electronics, or auto component exporters face rigorous inspection 

protocols in more quality-oriented markets. Authenticated companies find it less likely for them 

to be detained at ports of entry because their products are pre-certified or fall under pre-

approved arrangements. Delivery is thus more certain, planning for logistics is simplified, and 

customers are more satisfied—each of which enhances the competitive reputation of the 

company and lowers the per-unit operating expenses. These firms are in a state of perpetual 

reactivity by merely responding to buyers' feedback or overseas inspection reports once the 

production is completed or even after shipment. The reactive process not only creates more 

costly per-unit costs in the form of last-minute changes and returns, but also harms longer-term 

buyer relations. Cumulatively, these inefficiencies amount to foregone export sales, lost market 

share, and reduced overall firm productivity. 

In addition, certification facilitates standardization, with profound macroeconomic 

implications. As the firms manufacture under standardized production and documentation 

schemes, the latter are in a position to increase output seamlessly across markets. The 

consequence is positive spillover benefits such as learning-by-exporting, new technology 

investments, and development of specialized logistics networks. To developing economies that 

are trying to diversify exports as well as reduce raw material dependence, such an efficiency-

oriented framework is crucial. 

Simply put, international product certifications make exports more efficient by enabling firms 

to anticipate and adapt to the expectations of advanced world markets. For policymakers in 

developing countries, the result highlights not only the need for taking certification as a 

regulatory hindrance, but even more so as an aid to trade efficiency and private sector growth. 

Support for the exporters in dealing with certification procedures—be it through funding, 

training, or infrastructural capability—stands to yield valuable dividends as exports increase 

and penetrate more profitable world niches. 
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4.4 FIRM-LEVEL COMPETITVENESS AND STRATEGIC POSITIONING 

In the case of developing economies, firm level competitiveness is sometimes a matter of being 

in a position to transcend cost-based competition into quality, dependability, and compliance 

environments. Apart from technical market entrance criteria, certification systems—especially 

internationally recognized ones like ISO 9001 or CE marking—are strategic tools that change 

the way companies present themselves within global value chains. 

Certificates help to balance information asymmetry between foreign buyers and exporters 

economically. Certification fills in for trust and quality assurance in the absence of contractual 

enforcement in a market or when a buyer has few choices for assessing the production facility 

of a far-off supplier. It enables companies to set themselves apart from price-only rivals, so 

opening room for longer contracts, premium pricing, and more profitable relationships. 

Certificates, taken strategically, let businesses show operations maturity. Those who adhere to 

ISO guidelines, for instance, are seen to have formal procedures, risk management systems, and 

data traceability tools. International consumers and global supply chains, where integration 

calls not only price and capacity but also process consistency, especially value these attributes. 

Certified companies can thus enter more advanced and stable parts of the global market while 

non-certified rivals can only occupy price-sensitive or less regulated niches. 

The impact of certification on competitiveness is not only outside-oriented. From inside, 

certification preparation forces businesses to look at and simplify their operations. Usually, the 

process improves quality control, staff training, documentation, management information 

systems, and staff morale. Although at first they require investment, these advances eventually 

pay off in terms of better efficiency, reduced error rates, and more employee responsibility. 

Strategic planning also involves certificates, which is another interesting point. Whether it is 

sustainability, digital traceability, or product safety, businesses apply the certification process 

to fit sectoral trends and get ready for future market change. In this way, they improve their 

long-term agility and lower their exposure to abrupt changes in control. 

For companies in emerging nations, international product certifications serve as 

competitiveness tools overall. They help companies close the distance from passive exporters 

to active worldwide competitors by allowing strategic differentiation, improving process 

integrity, and opening new market niches. This clarifies for legislators the role of certification 
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capacity as the basis of national competitiveness strategy—one that links macroeconomic 

development goals with firm-level transformation. 

4.5 INSTITUTIONAL CONSTRAINTS AND POLICY RECOMMENDATIONS 

Although product certifications worldwide help to improve export efficiency and 

competitiveness of particular companies, businesses from developing countries usually face 

major institutional obstacles preventing them from using these criteria. These are not only based 

on companies' resource constraints at the firm level but also in more macro-institutional 

problems including poor regulatory environments, underdeveloped certification systems, and 

limited access to technical knowledge and funds (Hoekman & Nicita, 2011). 

The dearth of accessible, uniform certification channels represents one major institutional 

obstacle. Most developing nations lack certification bodies or have scattered, non-uniform 

character-based systems instead. For instance, exporters from Sub-Saharan African nations 

usually depend on foreign international testing labs, hence doubling both cost and delivery time 

(UNCTAD, 2013). Furthermore, the lack of well-defined and coordinated national quality 

infrastructure (NQI) suggests that companies are not able to determine what standards target 

markets need and how they could reach them. Backroom talks during my internship in MBS 

Export also reflected this: managers said that since a local source of advice was not available, 

identifying EU CE marking usually required third-party consultancy. 

Furthermore lacking is efficient overlap between trade policy and industrial policy. Although 

trade ministries can concentrate on export promotion, industrial development institutions 

usually lack the capacity for coordination to foster certification capability. For example, 

although the Ministry of Trade provides export incentives in Turkey, the link between the 

incentives and certification capacity—which SMEs pay to operate—is lacking (OECD, 2022). 

Thus, certification stays a firm-initiated, voluntary process instead of a necessary part of 

national export policies. Large, resource-rich exporters and small- and medium-sized 

businesses (SMEs), who are often unable of operating within these advanced and diversified 

environments, differ in this policy inconsistency. 

Also, impeding development are public institution capacity constraints. For example, there are 

few EU internationally accredited labs in Southeast Asia to perform food safety testing 

mandated under EU law, which results in significant backlogs (World Bank, 2020). During my 

internship, internationally reputable certification bodies had to be used for CE documentation 
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by MBS Export, so greatly extending lead times and demonstrating how institutional constraints 

can directly impede export readiness. 

To address these institutional constraints, a number of policy recommendations can be 

proposed: 

4.5.1. Strengthening National Quality Infrastructure (NQI) 

Governments must make investments in building strong certification and accreditation systems 

run honestly and with global acceptance. Launched in partnership with the United Nations 

Industrial Development Organisation (UNIDO), Rwanda's National Quality Infrastructure 

Project developed local laboratories and accredited inspectors to lower reliance on foreign 

certification services. Over 35% of food and agricultural exporters with domestically certified 

exports changed their share in two years (UNIDO, 2020). Driven efficiency and lower 

compliance uncertainty for SMEs depend on trade, industry, and health ministries working 

together closely. 

4.5.2. Programs of Technical and Financial Support 

SMEs choosing internationally approved certifications could be given soft loans, tax breaks, or 

specific subsidies. Like ISO and Halal certifications, Malaysia's SMEs Corp. provides grants to 

help defray certification costs up to 80%, so increasing SME penetration in certified export 

markets (SME Corp. Malaysia, 2021). Likewise, companies like MBS Export—though not yet 

benefiting—would be able to drastically cut their compliance costs with such well-run support 

systems. Given how financing could facilitate market access, the financial weight of CE 

certification was noted to be one of the main deterrents to entering other EU markets throughout 

my internship. 

 

4.5.3 Agreements of Regional Cooperation and Mutual Recognition 

By harmonizing standards and joining MRAs allowing certification in one nation to apply 

elsewhere, regional cooperation could benefit countries. Reducing greatly the duplication of 

certification, ASEAN's MRA for Electrical and Electronic Products has allowed member states 

to accept test reports of one another from accredited labs (ASEAN Secretariat, 2019). Such a 

template would avoid double CE testing and increase regional competitiveness in trade for 
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industries like construction equipment or spare parts—like those being shipped by MBS Export. 

Encouragement of more general MRAs with bigger economies such as the GCC or the EU 

would similarly have transforming results. 

4.5.4 Including Industrial Policy's Certification 

Governments must include certification into their strategies for industrial upgrading, not treat 

it as an outside-in. For example, the "Export Voucher Program" of South Korea links the 

provision of export support to firm-level preparation for certification, for instance, ISO, CE, 

and other global standards (KOTRA, 2022). Turkey or other like economies can then copy such 

a model to ensure that government export support is given only to companies able to pass 

international quality criteria. Certification in this sense becomes both an innovation- and 

competitiveness-spur as well as a filtering mechanism. 

Last but not least, institutional flaws in the developing world are both clear-cut as well as 

fundamental obstacles to international certification and so to export competitiveness. 

Overcoming these challenges calls for a coordinated long-term strategy linking certification 

capacity with more general trade policy objectives. Without these changes, the whole economic 

advantage of global product certifications—more especially for SMEs—will be lost, so 

preserving the discrepancy between domestic skills and global market standards. Though 

companies like MBS Export are prospective global value chain players, their capacity to scale 

depends on the existence of an enabling institutional environment 

5 DISCUSSION AND CONCLUSION 

 

Requirements for international product certification and their implications on export efficiency 

and firm-level competitiveness in the economies of developing countries were the areas of focus 

for this research. Based on qualitative thematic analysis, with support from the case-informed 

reflexivity and literature-based evidence, the findings showed that such certifications as CE 

marking, ISO 9001, or organic certification facilitate market entry and demonstrate credibility 

but also insert structural constraints that unfairly weigh on small and medium-sized enterprises 

(SMEs) in developing economies. 
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5.1 SYNTHESIS OF MAIN FINDINGS 

 

The investigation identified five major areas where certification requirements intersect with 

economic outcomes. 

 

Cost of Compliance: Certification imposes fixed and variable costs — including consultancy, 

redesign, testing, and documentation — on firms that are substantial in terms of firm revenue, 

particularly on SMEs who have no access to support mechanisms. Compliance costs have 

macroeconomic consequences in curbing entry into export markets and limiting total export 

volume from small firms. 

 

Market Access and Buyer Confidence: Certifications are also market signals, often unlocking 

export markets of high regulation and reducing buyer uncertainty. Empirical findings across 

sectors — food, textiles, and electronics — suggest that certified companies enjoy greater trust 

and fewer rejection instances in their products. 

 

Export Efficiency: The certified firms tend to have faster customs clearance, lower returns, and 

better logistics integration. These help increase operation efficiency, which subsequently 

impacts competitiveness and profitability margins. 

 

Firm-Level Competitiveness: Besides compliance, certification processes tend to stimulate 

process improvements within firms, standardization, and quality control, improving firms' long-

run resilience and ability to expand. However, these are not automatic and depend on firms' 

absorptive capacity and institutions of support. 

 

Institutional Constraints: The majority of developing countries lack a coordinated certification 

system. National Quality Infrastructure (NQI), technical specialists, policy coordination, and 

access to accredited laboratories are typically lacking — creating systemic handicaps. 

5.2 ECONOMIC EXPLANATION 

Macroeconomically, the results draw attention to the disparities in countries' levels of 

certification readiness in development. Though trade liberalization should provide a more level 

playing field for international trade, under conditions of weak institutional and technical 
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capacities certification demands can, in effect, operate as de facto non-tariff barriers. For 

developing countries without the means to adhere to exacting compliance standards, and for 

fair participation in international trade generally, this dynamic presents considerable 

challenges. 

From the perspective of welfare economics, the failure of small firms to secure certifications 

because of high fixed costs represents a market failure. This calls for government intervention 

in the form of subsidies, institutional reforms, or trade facilitation mechanisms to enhance 

allocative efficiency and minimize social inequality. 

Open economy also theorizes further that if institutional bottlenecks are not reformed, 

developing countries can face "regulatory exclusion," where participation in global value chains 

is limited not by unproductivity but by non-compliance with market entry standards (Rodrik, 

2004; Pavcnik, 2017). This leaves scope for ongoing export specialization in low-value 

segments, which shortens diversification and industrial upgrading. 

5.3. POLICY RECOMMENDATIONS REVISITED 

The study suggests a multi-dimensional policy responses: 

Develop National Quality Infrastructure (NQI) capacity to reduce reliance on external markets 

and increase local certification capability. 

Facilitate the growth of SMEs using financial and technical support, as illustrated in the 

successful experience in cases such as Malaysia and Rwanda. 

Develop MRAs at the regional level to avoid redundancy and duplication of certification for 

intra-regional trade. 

Integrate certification readiness into industrial policy, with a guarantee of alignment with export 

incentive and compliance capability (OECD, 2022). 

These recommendations are not only economically justified but empirically validated with 

achieved stories. As was illustrated during the internship at MBS Export, firms with export 

potentiality still struggle to navigate regulatory requirements due to systemic limitations — like 

lack of advisory support and compliance costs. 
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5.4 CONSTRAINTS AND FUTURE STUDIES 

Even if the qualitative and interpretive approach allowed for rich detail, further research could 

involve econometric modeling in order to quantify certification impacts on the survival of 

exports, firm productivity, and trade volumes. Panel data at the firm level across geographies 

can enhance generalizability and policy relevance. 

Another possible area for research in the future is a comparison of the impact of different types 

of certifications — e.g., labor, environmental, and e-compliance — that can vary in cost and 

benefit in terms of industry and destination country., 

5.5. CONCLUSION 

The present study has analyzed the intricate relationship between international product 

certification requirements and their influence on export efficiency and competitiveness at the 

firm level in developing economies. In the context of a multi-thematic findings approach and 

open-economy macroeconomic thinking, the study has illuminated both the promise and 

structural constraint that certifications present for emerging economy exporters. At the heart of 

the analysis is a tension of significance: while certifications can unlock high-value markets and 

verify conformity to global standards, they can also reinforce institutional asymmetries and 

market exclusion for under-resourced firms. 

The findings underscore that the compliance expenses — financial expenses, administrative 

burden, and capacity limitations — are disproportionately imposed upon institutions-unfavored 

firms. These costs are particularly stringent for SMEs, which make up the majority of exporters 

in emerging economies but are the least likely to be in a position to manage evolving global 

standards. Certifications, in this sense, are not only technical standards; they are market sieves 

that determine which enterprises can be competitive at the global level and which remain in 

national or low-value regional markets. 

From a standpoint of economic policy, it raises bigger issues about the mutual sharing of gains 

from trade and the sustainability of current liberalization models. Trade openness, while 

notionally associated with efficiency and growth, is not necessarily equivalent to equitable 

development. Without a policy intervention, certification becomes the only hurdle that prevents 

the policies from fulfilling their purpose. This verifies welfare economics intuition that 

efficiency in the market and social justice are not necessarily complementary — and there must 
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be corrective measures to avoid marginalization of susceptible market players in international 

markets. 

Furthermore, the study determined that certification standards influence firm behavior and 

positioning tactics. When firms complete certification activities successfully, they are inclined 

towards experiencing positive spillovers: improved product quality, operational efficiency, and 

firm reputation in international markets. However, those advantages depend a great deal on the 

supportive institutional environment — e.g., access to accredited testing facilities, transparent 

regulation data, and policy alignment between trade, industry, and quality assurance ministries. 

Lack of those pillars of support makes certification a hazardous venture rather than an exciting 

growth driver. 

The observations and insights in the field, coupled with those based on internship experience at 

MBS Export, confirm such difficulties in practice. Whereas the company engages in overseas 

trade in construction equipment spare parts, it witnesses long wait times and uncertainty owing 

to poor local certification infrastructure. The absence of trustful advisory channels and reliance 

on costly third-party consultants is the same treatment numerous exporters in similarly 

positioned economies get to enjoy. Although not a flagship case study, MBS Export is an 

indicative representation of the systemic frictions confronting small and medium-sized 

exporters in negotiating foreign regulatory environments. 

The research also illuminated macroeconomic implications. At the national level, limited 

certification capacity restricts export diversification and industrial upgrading. Those countries 

that cannot help their firms catch up with international norms are at risk of being locked out of 

higher value-added parts of value chains and ending up in raw material or low-technology 

exports. This has immediate consequences for long-term growth trajectories, employment 

quality, and technological advance. On the other hand, countries that established National 

Quality Infrastructure (NQI) — Rwanda, Malaysia, and South Korea — have seen not only 

improved export performance, but also local innovation ecosystems. 

The policy recommendations developed in this study previously provide a blue print to the 

solution of these structural barriers. They include investment in certification infrastructure, 

intra-regional cooperation through MRAs, technical and financial assistance to firms, and 

integration of certification into overall industrial policy interventions. Importantly, these 

interventions must be context-sensitive. A uniform policy will not work; different sectors, 



43 

 

regions, and sizes of firms require tailored interventions that are suited to varying capabilities 

and constraints. 

This study contributes to studies recognizing that institutional capacity, regulatory consistency, 

and firm-level adaptation are critical determinants of trade competitiveness, extending beyond 

tariffs and currency rates. Despite their technical appearance, international product 

certifications mostly fulfil political and developmental objectives. They assess the equitable 

allocation of opportunities in international trade for nations and enterprises. 

In making the international trade system not only efficient but also inclusive, certifications must 

shift from being gatekeepers to enablers. This requires a paradigm shift — from viewing 

standards as extrinsic obstacles to viewing them as intrinsic drivers of capacity building and 

industrial upgrading. This is the only way developing countries can hope to close the 

competitiveness gap and unlock the full potential of their contribution to international trade. 
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