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Issues Faced by SMEs in Utilizing the Internet as a Medium for Electronic Commerce

While a few small businesses have been early adopters of Internet marketing, many others have been slow putting in place the tools to sell their products and services directly over the Internet.  The use of e-commerce by the SME community could reduce traditional barriers to entry such as distance and size and enable them to be more competitive in the international economy.  However, because most SMEs have limited in-house technical capabilities, they must address a number of new issues before taking their business on-line.

Access/Entry to E-Commerce Market
The first obstacle facing SMEs is barriers to access.  If an entrepreneur cannot access the Internet, or if the barriers to establishing a presence on the Internet are too high, most SMEs will forgo the potential benefits of e-commerce.  Barriers to access for SMEs fall into three categories:

· Ease of Access to the Internet - obstacles include access to reliable telephone lines

· Cost of Access to the Internet - high cost of telephone and ISP service

· Cost of Entry to Market


-up front implementation costs such as setting up a web site


-monthly cash flow to maintain web site


-concern that there many not be a real return on their investment

Security
Security issues are a top priority for SMEs considering e-commerce as a means to sell their products and services.  Because of their small size and limited financial resources, SMEs are not prepared to take on the kinds of risks larger companies can more easily face.  Security concerns include:

Consumer fraud 

· The potential for hackers to gain access to vulnerable information

· The security of Internet service providers and Web hosts

· The possibility that back-end integration into a company’s existing system would make internal systems vulnerable to hackers.

· Adequacy of security afforded a transaction on the Internet

· Level of commercial protection afforded both the buyer and seller

Technical Expertise
Even businesses with technical skills are impeded by the difficulties of implementing and integrating e-commerce sites.  They are also concerned that they would not have the available resources to maintain their sites once established.  Technical barriers include:

· simplicity of e-commerce system for easy SME entry and participation 

· availability and convertibility of Internet payment systems

· adequacy of delivery systems including customs clearance, for products delivered through the system

Redundant Testing and Certification 

Redundant testing and certification requirements increase the cost of IT products for SMEs and reduce the potential commercial opportunities available to SME IT firms.  These requirements increase the IT cost borne by SMEs because they reflect the additional cost of redundant testing and certification and they decrease the productive life cycle of their IT investments.  Similarly, delays caused by redundant testing and certification requirements deprive SMEs in the IT field of the full commercial potential of their products.

Legal & Regulatory Environment tc "Legal & Regulatory Environment " \l 2
The U.S.  Small Business Industry Sector Advisory Committee (ISAC 14) for trade negotiations identified four obstacles to doing business on the Internet as potential areas for Business Facilitation Measures in the FTAA.  Items identified as needing to be addressed from an SME perspective include:

· Market Access - lack of transparency on “how to do business” in a particular country, with particular emphasis on Internet based transactions; 


(N.B. The transparency measures included in the first phase of FTAA business facilitation measures used the Internet to provide “how to do business” information for each FTAA country, but did not address the regulatory and legal framework for doing electronic commerce in each country.)

· Dispute Resolution - lack of easy access and low cost methods for SME focused alternative dispute resolution systems for electronic transactions;

· Intellectual Property Rights - there is a need for a simplified documentation and unified filing system to ease the burden of SME technology growth in the Americas; and

· Government Procurement, ensuring adequate transparency in public procurement as well as fostering SME participation by breaking major procurements into smaller components. 
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