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Abstract: Export-oriented small businesses occupy a paradoxical position in the modern
economy: they are widely praised as engines of competitiveness and employment, yet they remain
among the most financially fragile participants in cross-border trade. This article examines the
distinctive features that separate the financial management of such firms from that of their
domestically focused counterparts. Relying on an integrative review of theoretical and empirical
scholarship, complemented by recent multilateral and industry data, the study brings together five
interrelated domains: the lengthening of the cash conversion cycle, the configuration of
international payment methods, the management of foreign-exchange exposure, the structural
limits on access to trade finance, and the rising influence of digital instruments. The central
argument is that export orientation does not merely add new duties to the finance function; it
magnifies the consequences of decisions that, in a purely domestic setting, would be routine. Small
exporters typically operate with longer collection periods, thinner liquidity buffers, pronounced
information asymmetry toward lenders, and a limited capacity to hedge currency risk through
formal derivatives. The persistence of a global trade-finance gap of roughly USD 2.5 trillion, with
rejection rates for smaller firms far above those faced by large corporations, confirms the systemic
character of these constraints1. The article proposes an integrated framework that links liquidity
management, risk management and financing strategy, and draws out implications for managers,
financial institutions and policymakers. The findings reinforce a view that is easy to overlook:
financial competence, rather than productive capacity alone, often decides whether a small firm
can sustain a presence abroad.

Keywords: export-oriented small business; financial management; working capital; cash
conversion cycle; foreign-exchange risk; trade finance; SME financing.

1. Introduction
Small and medium-sized enterprises are routinely described as the backbone of national

economies, and the description is more than rhetoric. In most countries these firms account for the
overwhelming majority of registered businesses and for a large share of employment and value
added2. When such firms move beyond their domestic market, however, their economic
importance is matched by an unusual degree of financial vulnerability. A small manufacturer that
ships goods to a buyer several time zones away is exposed to risks — currency movements,
delayed settlement, documentary disputes, and political interruption — that a comparable firm

1 Asian Development Bank. (2026). 2025 Trade Finance Gaps, Growth, and Jobs Survey. Manila: Asian Development
Bank.
2 World Bank. (2024). Enterprise Surveys: Access to finance indicators. Washington, DC: World Bank.
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selling only at home never has to confront. The management of money inside an export-oriented
enterprise is therefore not simply domestic financial management conducted at a foreign address; it
is, in important respects, a different discipline.

The starting premise of this article is that export orientation reshapes the finance function
from the inside out. Liquidity planning must accommodate cargo that sits in transit for weeks;
financing decisions must contend with assets whose value is denominated in a foreign unit of
account; and risk management ceases to be an occasional concern and becomes a continuous,
defining activity. For a firm with a handful of staff and no treasury department, these demands
collide with severe resource limits. Understanding precisely how the finance function changes —
and where the pressure points lie — is therefore of practical as well as scholarly interest.

The scholarly literature has long recognised that small firms face a financing disadvantage.
Berger and Udell's influential account of the small-business financial growth cycle showed how
informational opacity forces young and small enterprises to depend on a narrow and frequently
expensive set of funding sources3. Beck and Demirguc-Kunt demonstrated empirically that access
to finance ranks among the most binding constraints on the growth of smaller firms, more so than
it does for large ones4. The pecking-order logic developed by Myers and Majluf — internal funds
first, then debt, and external equity only as a last resort — describes the behaviour of owner-
managed firms with notable accuracy, precisely because information asymmetry and the desire to
retain control are so acute at small scale5. Ang's earlier insistence that the theory of corporate
finance must be rewritten for privately held firms anticipated much of this debate6.

International trade introduces a second strand of theory. Melitz's model of heterogeneous
firms established that only the more productive enterprises can absorb the fixed costs of entering
foreign markets7. Manova extended this insight by showing that credit constraints themselves
operate as a barrier to trade, screening out otherwise capable firms that cannot finance the working
capital exporting requires8. Niepmann and Schmidt-Eisenlohr documented how the choice of
payment and financing instruments shapes the volume and direction of trade flows, and how
disturbances to bank-intermediated trade finance transmit directly into export performance9. The
financial crisis of 2008-09, during which a sudden contraction of trade finance amplified the
collapse of world trade, made the practical relevance of these arguments impossible to ignore10.

Despite this rich foundation, the specific question of how financial management is actually
practised inside export-oriented small businesses has been treated in a fragmented manner.
Research on working capital, on currency hedging, and on access to trade finance tends to proceed

3 Berger, A. N., & Udell, G. F. (1998). The economics of small business finance: The roles of private equity and debt
markets in the financial growth cycle. Journal of Banking & Finance, 22(6–8), 613–673.
4 Beck, T., & Demirguc-Kunt, A. (2006). Small and medium-size enterprises: Access to finance as a growth constraint.
Journal of Banking & Finance, 30(11), 2931–2943.
5 Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment decisions when firms have information
that investors do not have. Journal of Financial Economics, 13(2), 187–221.
6 Ang, J. S. (1992). On the theory of finance for privately held firms. Journal of Small Business Finance, 1(3), 185–
203.
7 Melitz, M. J. (2003). The impact of trade on intra-industry reallocations and aggregate industry productivity.
Econometrica, 71(6), 1695–1725.
8 Manova, K. (2013). Credit constraints, heterogeneous firms, and international trade. The Review of Economic
Studies, 80(2), 711–744.
9 Niepmann, F., & Schmidt-Eisenlohr, T. (2017). International trade, risk and the role of banks. Journal of
International Economics, 107, 111–126.
10 Auboin, M. (2009). Boosting the availability of trade finance in the current crisis: Background analysis for a
substantial G20 package. CEPR Policy Insight No. 35.
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along separate tracks, each illuminating one facet while leaving the connections between them in
shadow. Yet for the firm itself these facets are inseparable: a decision to grant a foreign buyer
ninety days of open-account credit simultaneously lengthens the cash conversion cycle, creates a
currency exposure, and raises the firm's need for external financing. The absence of an integrated
treatment is the gap this article seeks to address.

The objective is twofold. First, the study consolidates the dispersed strands of theory and
evidence into a coherent picture of what is genuinely distinctive about financial management in
export-oriented small firms. Second, it organises those distinctive features into an integrated
framework intended to be useful for scholarship, for managerial practice, and for the design of
supporting institutions. The scope is deliberately general rather than confined to a single country,
though the discussion gives particular attention to conditions in emerging and transition economies,
where exchange-rate volatility is higher and the markets for hedging instruments are thinner than
in advanced economies.

Figure 1.1. Conceptual scope of the study: export orientation as an amplifier of
financial complexity

Source: developed by the author.

2. Materials and Methods
Because the research question is conceptual and synthesising rather than narrowly empirical,

the study employs an integrative literature review supplemented by secondary-data analysis. The
integrative review is well suited to fields in which a mature theoretical literature coexists with a
fast-moving practitioner and policy discourse, since it permits the combination of diverse source
types into a unified interpretation rather than the statistical pooling of homogeneous studies. The
aim is not to test a single hypothesis but to map a terrain and to assemble its parts into a usable
whole.

Three categories of material were consulted. The first comprises peer-reviewed theoretical
and empirical scholarship in corporate finance, small-business finance and international economics,
including foundational contributions on capital structure, hedging and credit-constrained trade. The
second comprises reports and statistical releases from multilateral and standard-setting bodies,
which supply recent, internationally comparable indicators on trade finance and SME access to
credit. The third comprises practitioner guidance on the mechanics of international payment and
trade-finance instruments, used to ground the conceptual discussion in operational reality. Table
2.1 summarises these categories and their analytical role.
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Table 2.1. Categories of sources and their analytical role in the review

Source category Examples of material Analytical role

Peer-reviewed
scholarship

Corporate-finance, SME-finance
and international-trade journals;
foundational theory on hedging, capital
structure and credit-constrained trade

Establishes the
theoretical lens and the
explanatory mechanisms

Multilateral and
official data

Trade-finance gap surveys, SME
financing scoreboards, enterprise
surveys and trade updates

Provides recent,
comparable quantitative
indicators

Practitioner and
standard-setting
guidance

Trade-finance guides;
documentary-credit and payment-
method references

Grounds the
analysis in operational
mechanics

Source: compiled by the author.

The analytical procedure followed four steps. Relevant material was first assembled and read
for recurring themes. The themes were then coded into the five domains that structure the results,
namely liquidity and working capital, payment methods, currency risk, access to external finance,
and the digital dimension that increasingly cuts across the others. Within each domain, scholarly
arguments were triangulated against practitioner accounts and against the most recent published
indicators, so that conceptual claims could be checked for operational plausibility. Finally, the
coded findings were assembled into comparative matrices and into a synthesising framework
presented at the end of Section 3. Figure 2.1 depicts this workflow.

Figure 2.1. Research design and analytical workflow
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Source: developed by the author.

Two features of the method should be made explicit at the outset. The study is qualitative
and interpretive; no primary survey of firms was conducted. The quantitative figures that appear in
the results are drawn from published multilateral and industry sources and are used illustratively,
to indicate orders of magnitude and direction of travel, rather than as the object of original
estimation. These choices, and their consequences for the strength of the conclusions, are revisited
in the discussion.

3. Results

3.1. The distinctive financial profile of export-oriented small firms
Export orientation leaves a mark on every classic function of the finance department, even

where that department is, in practice, the owner working at a kitchen table. Liquidity planning
must reckon with cash that is locked up in goods crossing oceans; financing decisions involve
receivables denominated in currencies the firm does not control; risk management shifts from a
sporadic task to a permanent preoccupation; and the cost of capital tends to carry a premium that
reflects perceived country and counterparty risk. The cumulative effect is a financial profile that
differs from a domestic peer not by a single attribute but along several dimensions at once11. Table
3.1 contrasts the two profiles across the functions that the literature identifies as most affected.

Table 3.1. Financial-management features: domestically oriented versus export-
oriented small firms

Function Domestically oriented
small firm

Export-oriented small
firm

Cash
conversion cycle

Shorter; collection mainly
in days to weeks

Longer; transit and credit
terms add weeks or months12

Currency of
revenue Single domestic currency Frequently foreign

currency, creating exposure13

Payment risk Largely domestic legal
recourse

Cross-border non-payment,
harder to enforce14

External
financing

Constrained but mostly
local-market

More constrained; trade-
finance gap and rejection

Risk
management Occasional, often informal Continuous; central to

11 Niepmann, F., & Schmidt-Eisenlohr, T. (2017). International trade, risk and the role of banks. Journal of
International Economics, 107, 111–126.
12 Deloof, M. (2003). Does working capital management affect profitability of Belgian firms? Journal of Business
Finance & Accounting, 30(3–4), 573–588.
13 Adler, M., & Dumas, B. (1984). Exposure to currency risk: Definition and measurement. Financial Management,
13(2), 41–50.
14 International Trade Administration. (2023). Trade Finance Guide: A Quick Reference for U.S. Exporters.
Washington, DC: U.S. Department of Commerce.
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Function Domestically oriented
small firm

Export-oriented small
firm

viability15

Cost of capital Local risk premium Additional country and
counterparty premium16

Source: compiled by the author based on the cited literature.

Figure 3.1. Financial-management functions reshaped by export orientation

Source: developed by the author.

3.2. Working capital and the extended cash conversion cycle
Perhaps the most tangible difference lies in working capital. In a domestic sale, the interval

between paying suppliers and collecting from customers may be measured in a few weeks. For an
exporter, the same interval stretches considerably, because goods must be manufactured, shipped,
cleared through customs and only then paid for, often under credit terms of thirty, sixty or ninety
days. It is not unusual for merchandise to spend roughly two months simply in transit before any

15 Smith, C. W., & Stulz, R. M. (1985). The determinants of firms’ hedging policies. Journal of Financial and
Quantitative Analysis, 20(4), 391–405.
16 Asian Development Bank. (2026). 2025 Trade Finance Gaps, Growth, and Jobs Survey. Manila: Asian Development
Bank.
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invoice falls due. Each additional day in this cycle is a day the firm must finance, and small firms,
with their slender cash reserves, feel the strain acutely17.

The consequence is a heavier reliance on whatever short-term finance is within reach:
supplier credit, bank overdrafts, and increasingly the receivables-based instruments discussed
below. Empirical work on working-capital management consistently finds that profitability
deteriorates as the cash conversion cycle lengthens, and that the relationship is especially sharp for
smaller firms with limited access to substitute funding18. The exporter therefore confronts a double
bind: the very act of competing abroad, by accepting longer payment terms, erodes the liquidity
that competing abroad demands. Figure 3.2 traces the timeline that produces this tension.

Figure 3.2. The extended cash conversion cycle of an export-oriented small firm

Source: developed by the author.

Two practical financing needs follow directly from this timeline. Pre-shipment finance
covers the cost of producing goods after an order is confirmed but before they leave the country;
post-shipment finance bridges the interval between dispatch and collection. Larger firms typically
arrange both through established banking relationships. Smaller exporters frequently cannot, which
is one reason the financing constraint examined in Section 3.5 bites so hard.

3.3. International payment methods and the risk–cost trade-off
How an exporter agrees to be paid is among the most consequential financial decisions it

makes, because the choice simultaneously allocates risk and shapes cash flow. International
practice arranges the principal methods along a continuum that runs from cash in advance, through
the letter of credit and documentary collection, to open account and finally consignment. As one
moves along this continuum, security for the exporter falls while attractiveness to the buyer rises.

17 Garcia-Teruel, P. J., & Martinez-Solano, P. (2007). Effects of working capital management on SME profitability.
International Journal of Managerial Finance, 3(2), 164–177.
18 Deloof, M. (2003). Does working capital management affect profitability of Belgian firms? Journal of Business
Finance & Accounting, 30(3–4), 573–588.
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Cash in advance protects the seller completely but deters customers; consignment delights the
buyer but leaves the seller exposed until the goods are sold on. The middle instruments distribute
risk through the banking system, the letter of credit substituting a bank's promise to pay for the
buyer's, and the documentary collection using banks as intermediaries without a payment
guarantee19.

The difficulty for the small exporter is that competitive pressure pushes relentlessly toward
the riskier end. Buyers abroad increasingly expect open-account terms, and a seller unwilling to
extend them may simply lose the order to a rival who will. Yet open account combines the highest
non-payment risk with the longest delay in collection, so the very terms that win the contract are
the terms that strain the firm's liquidity and balance sheet. Table 3.2 sets out this trade-off, and
Figure 3.3 renders the continuum visually.

Table 3.2. Risk–cost positioning of international payment methods for small exporters

Method Risk to
exporter

Appeal to
buyer

Effect on
exporter cash flow

Cash in
advance Lowest Lowest

Most
favourable; paid
before shipment

Letter of
credit

Low (bank-
backed) Moderate Favourable but

document-intensive

Documentary
collection Moderate Moderate Neutral; control

of goods retained

Open account High High
Strained;

collection deferred
30–90 days

Consignment Highest Highest Most strained;
paid after onward sale

Source: compiled by the author based on practitioner guidance 20.

Figure 3.3. Risk–cost continuum of international payment methods

19 Niepmann, F., & Schmidt-Eisenlohr, T. (2017). International trade, risk and the role of banks. Journal of
International Economics, 107, 111–126.
20 International Trade Administration. (2023). Trade Finance Guide: A Quick Reference for U.S. Exporters.
Washington, DC: U.S. Department of Commerce.
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Source: developed by the author based on practitioner guidance21.

Several mitigating devices allow a firm to occupy the competitive end of the continuum
without bearing its full risk. Export credit insurance can cover non-payment on open-account sales;
a standby letter of credit can sit behind open-account terms as a backstop; and confirmed letters of
credit add a second bank's guarantee where the buyer's bank or country is itself a concern. These
instruments do not eliminate the trade-off so much as reprice it, converting an uncertain credit risk
into a more predictable cost.

3.4. Currency risk and the practice of hedging
Once an exporter accepts payment in a foreign currency, it acquires an exposure that did not

previously exist. The literature distinguishes three forms. Transaction exposure arises from
contracted cash flows whose home-currency value is uncertain until settlement; translation
exposure affects the reported value of foreign assets and liabilities; and economic, or operating,
exposure captures the longer-run effect of exchange-rate movements on competitiveness and cash
flows22. For a small exporter the first and third forms dominate, and a sustained adverse move can
erase the margin on an entire shipment.

Finance theory offers a clear rationale for managing this risk. Smith and Stulz showed that
hedging can raise firm value by reducing expected taxes, lowering the probability of costly
financial distress, and easing the conflicts that arise when managers' own wealth is tied to the firm.
Froot, Scharfstein and Stein added that hedging is most valuable when internal cash flow and
investment opportunities might otherwise fall out of alignment, a condition that describes the cash-
constrained small firm rather well23. In principle, then, small exporters have at least as much to
gain from hedging as large multinationals.

Practice diverges sharply from this principle. Surveys of exporting SMEs find that formal
hedging is partial at best, and that smaller firms hedge a markedly lower share of their exposure
than large ones24. The reasons are familiar: derivative contracts carry fixed informational and
administrative costs that weigh heavily on a small balance sheet; banks may be reluctant to extend

21 International Trade Administration. (2023). Trade Finance Guide: A Quick Reference for U.S. Exporters.
Washington, DC: U.S. Department of Commerce.
22 Adler, M., & Dumas, B. (1984). Exposure to currency risk: Definition and measurement. Financial Management,
13(2), 41–50.
23 Froot, K. A., Scharfstein, D. S., & Stein, J. C. (1993). Risk management: Coordinating corporate investment and
financing policies. The Journal of Finance, 48(5), 1629–1658.
24 Bartram, S. M. (2019). Corporate hedging and speculation with derivatives. Journal of Corporate Finance, 57, 9–34.
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the necessary credit lines; and the financial expertise required is often simply absent. In response,
small exporters lean on cheaper, lower-tech techniques — invoicing in their own currency where
bargaining power permits, matching foreign-currency revenues against foreign-currency costs as a
natural hedge, and using straightforward forward contracts for specific large receivables25. Table
3.3 arrays these techniques against their suitability for a resource-constrained firm.

Table 3.3. Currency-risk management techniques and their suitability for small
exporters

Technique How it works Suitability for small
exporters

Invoicing in
home currency Shifts exposure to the buyer

High where the firm has
bargaining power; otherwise
limited

Natural
hedging

Matches foreign-currency
inflows with outflows

High; low cost, no contracts
required

Forward
contracts

Locks an exchange rate for
a future date

Moderate; needs a bank line
and some expertise26

Currency
options

Right, not obligation, to
exchange at a set rate

Lower; premium cost often
prohibitive

Leading and
lagging

Times settlement to
expected rate moves

Moderate; informal but
speculative if overused

Source: compiled by the author based on the cited literature.

The picture that emerges is not one of negligence but of constrained optimisation. Small
exporters do manage currency risk, but they do so with the limited toolkit their resources allow,
accepting a residual exposure that a larger firm would hedge away. In emerging and transition
economies, where currencies are more volatile and forward markets shallower or more expensive,
this residual exposure is correspondingly larger, and the case for natural hedging and prudent
invoicing correspondingly stronger.

3.5. Access to external finance and the trade-finance gap
All of the preceding pressures converge on a single structural fact: small exporters struggle

to obtain external finance on reasonable terms. The clearest evidence is the persistent global trade-
finance gap — the shortfall between the trade financing that firms request and what banks supply.
Recent estimates put this gap at around USD 2.5 trillion, roughly a tenth of world merchandise
trade, broadly unchanged in recent surveys and falling most heavily on smaller firms27. Rejection

25 Dang, V. H., & Lindsay, V. (2022). Determinants of hedging strategy in foreign exchange risk management by
exporting small and medium-sized enterprises: The mediating role of resources. International Small Business Journal,
40(7), 829–856.
26 Eaker, M. R., & Grant, D. M. (1987). Cross-hedging foreign currency risk. Journal of International Money and
Finance, 6(1), 85–105.
27 Asian Development Bank. (2026). 2025 Trade Finance Gaps, Growth, and Jobs Survey. Manila: Asian Development
Bank.



ETHIOPIA
PUBLISHER

IFSMRC AFRICAN INTERNATIONAL JOURNAL OF RESEARCH IN MANAGEMENT (AIJRM)

ISSN:2308-1341,Impact factor: 14.77 Volume 14,Issue 05,2026

Journal: https://ifsmrc.org/index.php/aijrm

839

rates tell the same story from a different angle: a substantial share of trade-finance applications
from small and medium-sized firms are turned down, a far higher proportion than for large
corporations, which enjoy comparatively easy access28.

The causes are by now well understood. Compliance and due-diligence costs are largely
fixed, so they fall disproportionately on small transactions; conventional credit-scoring models
struggle to assess opaque young firms; and an application deemed “unbankable” is frequently
rejected not because the underlying business is weak but because the bank cannot price the risk
efficiently [9]. Manova's argument that credit constraints screen firms out of trade altogether is, in
this light, not an abstraction but a description of daily experience29. Table 3.4 gathers the headline
indicators.

Table 3.4. Selected indicators of the global trade-finance gap and SME access

Indicator Recent magnitude

Estimated global trade-finance gap ≈ USD 2.5 trillion [9]

Gap as a share of world trade ≈ 10 per cent [9]

SME share of firms (typical economy) ≥ 90 per cent [1][20]

SME trade-finance applications rejected Roughly two in five, far above
large firms [9][10]

Banks reporting dedicated SME strategies More than 80 per cent of those
surveyed [9]

Source: compiled by the author based on multilateral surveys30 and SME-finance evidence31.

Two developments soften this otherwise sombre picture. First, a growing majority of banks
now report dedicated strategies for supporting smaller exporters, including pre-shipment facilities,
which suggests at least a partial recognition of the problem. Second, financial technology is
beginning to widen the channel. Digital platforms that assess creditworthiness from transaction
histories, shipping records and fulfilment data rather than from conventional financial statements
can extend credit to firms that traditional models would reject, and supply-chain finance is
increasingly able to reach lower-tier suppliers. Receivables-based instruments familiar from
domestic finance — factoring, in which receivables are sold at a discount for immediate cash, and
forfaiting, its medium-term cousin for capital-goods exports — acquire particular value in this
setting, because they convert the long export receivable into working capital without adding
conventional debt. These tools do not close the gap, but they redraw its edges.

28 World Trade Organization. (2024). Trade finance and SMEs: Bridging the gaps in provision. Geneva: WTO.
29 Manova, K. (2013). Credit constraints, heterogeneous firms, and international trade. The Review of Economic
Studies, 80(2), 711–744.
30 Asian Development Bank. (2026). 2025 Trade Finance Gaps, Growth, and Jobs Survey. Manila: Asian Development
Bank.
31 Beck, T., & Demirguc-Kunt, A. (2006). Small and medium-size enterprises: Access to finance as a growth
constraint. Journal of Banking & Finance, 30(11), 2931–2943.
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3.6. Toward an integrated framework
The five domains examined above are not independent. A single managerial choice — say,

granting a key buyer ninety-day open-account terms in the buyer's currency — simultaneously
lengthens the cash conversion cycle, creates a transaction exposure, and increases the firm's need
for external finance, while also signalling competitiveness that may, in time, support growth.
Treating these consequences in isolation, as separate problems handled by separate techniques, is
exactly the error that leaves small exporters financially exposed. The framework proposed here
therefore places three management tasks — liquidity management, risk management and financing
strategy — at the centre, binds them together through the firm's financial competence, and situates
the whole within an external ecosystem of banks, insurers, financial-technology providers and
public support institutions. Figure 3.4 presents the framework.

Figure 3.4. Integrated framework for financial management in export-oriented small
businesses

Source: developed by the author.

The framework's value is mainly diagnostic. It directs attention to the linkages a firm most
often neglects, and it makes clear that an improvement in any one element — a cheaper hedge, a
better payment term, a new line of receivables finance — yields its full benefit only when the
connected elements are managed in concert. It also locates the points at which external support is
most effective, a theme taken up in the discussion.

4. Discussion
The results support a single organising idea: export orientation acts less as an addition to the

finance function than as an amplifier of it. Decisions that would be minor in a domestic setting —
how long to wait for payment, which currency to invoice in, how much short-term credit to carry
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— become, for the small exporter, decisions on which survival can hinge. This amplification runs
through every domain examined and is the thread that ties them together.

4.1. Theoretical implications
Three theoretical observations follow. First, the pecking-order behaviour predicted for small

firms is intensified, not merely reproduced, by export activity. Information asymmetry, already
severe for an opaque small firm, is compounded when the counterparty and the assessing bank sit
in different jurisdictions, which helps explain why so many trade-finance applications are refused
on grounds of un-assessable rather than poor risk32. Second, the credit-constraint channel that
Manova identified at the level of trade flows is visible at the level of the individual firm: the
working-capital requirement of exporting is itself a selection device, admitting the financially
capable and excluding the rest33. Third, the value-of-hedging arguments of Smith and Stulz and of
Froot and colleagues apply with particular force to cash-constrained small exporters, even though
those same firms are least able to act on them — a gap between theoretical prescription and
feasible practice that deserves more attention than it has received34.

4.2. Managerial implications
For managers, the practical message is that financial competence is not a back-office luxury

but a competitive asset. The most useful steps are often the least sophisticated: matching foreign-
currency revenues against foreign-currency costs, invoicing in the home currency where
bargaining power allows, and choosing payment terms with a clear eye to their liquidity
consequences rather than to sales alone35. Where formal instruments are warranted, the priority
should be those that address the firm's binding constraint — receivables finance and export credit
insurance to relieve the liquidity and non-payment pressures of open-account trade, and selective
forward cover for the largest exposures rather than blanket hedging the firm cannot afford36.
Above all, the integrated framework argues against managing each problem in a silo; the firm that
coordinates its liquidity, risk and financing decisions extracts more value from each than the firm
that treats them separately.

4.3. Policy and institutional implications
Because the trade-finance gap is structural, much of the remedy lies beyond the individual

firm. The evidence points to several effective levers: partial credit guarantees that let banks lend to
smaller exporters without bearing the full risk; export credit agencies that provide insurance and
direct facilities; the digitalisation of trade documentation, which lowers the fixed compliance costs
that penalise small transactions; and the cultivation of financial-technology providers able to assess
firms on transactional rather than purely financial data. The encouraging finding that most
surveyed banks now operate dedicated SME strategies suggests that policy and market practice are
moving, however slowly, in the same direction37. For emerging and transition economies the

32 Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment decisions when firms have information
that investors do not have. Journal of Financial Economics, 13(2), 187–221.
33 Manova, K. (2013). Credit constraints, heterogeneous firms, and international trade. The Review of Economic
Studies, 80(2), 711–744.
34 Froot, K. A., Scharfstein, D. S., & Stein, J. C. (1993). Risk management: Coordinating corporate investment and
financing policies. The Journal of Finance, 48(5), 1629–1658.
35 International Trade Administration. (2023). Trade Finance Guide: A Quick Reference for U.S. Exporters.
Washington, DC: U.S. Department of Commerce.
36 Eaker, M. R., & Grant, D. M. (1987). Cross-hedging foreign currency risk. Journal of International Money and
Finance, 6(1), 85–105.
37 Asian Development Bank. (2026). 2025 Trade Finance Gaps, Growth, and Jobs Survey. Manila: Asian Development
Bank.



ETHIOPIA
PUBLISHER

IFSMRC AFRICAN INTERNATIONAL JOURNAL OF RESEARCH IN MANAGEMENT (AIJRM)

ISSN:2308-1341,Impact factor: 14.77 Volume 14,Issue 05,2026

Journal: https://ifsmrc.org/index.php/aijrm

842

agenda is sharper still, since shallow derivative markets and higher exchange-rate volatility leave
firms there with both greater need and fewer tools; deepening local hedging markets and
broadening guarantee schemes would have a disproportionate pay-off.

4.4. Limitations
The conclusions should be read with the study's method in mind. As an integrative review, it

synthesises existing evidence rather than generating new primary data, and its framework is
therefore a conceptual proposition awaiting empirical test. The quantitative indicators cited are
drawn from published surveys and are used to convey magnitude and direction, not as precise
measurements; survey definitions and coverage differ, and figures are revised over time. Finally,
the deliberately general scope means that country-specific institutional detail — the very detail that
often determines what works — is treated only in broad terms. These limitations point directly to
the research agenda set out in the conclusion.

5. Conclusion
Financial management in export-oriented small businesses is best understood not as ordinary

small-firm finance with an international flavour but as a distinct practice in which familiar
functions are stretched and intensified by the conditions of cross-border trade. The cash conversion
cycle lengthens; revenue arrives in currencies the firm cannot control; payment terms shaped by
competition push risk onto the seller; and external finance, scarce for small firms everywhere, is
scarcer still for those that trade. The persistent multi-trillion-dollar trade-finance gap is the macro-
level signature of these micro-level constraints38.

The article's central contribution is to insist that these features be seen together. The
integrated framework links liquidity, risk and financing through the firm's financial competence
and embeds the firm in an external ecosystem whose support can loosen its internal constraints.
For managers, the lesson is that financial skill is competitively decisive and that coordinated
decisions outperform siloed ones. For institutions and policymakers, the lesson is that the gap is
structural and answers to structural remedies — guarantees, insurance, digitalisation and new
financing technologies.

Several avenues invite further work. Firm-level survey evidence on how small exporters
actually combine the techniques discussed here would test the framework directly. Panel studies in
emerging and transition economies, where the constraints bind hardest, would clarify how
exchange-rate volatility and institutional depth shape financial practice. And as digital trade
finance matures, careful evaluation of its real effect on small-firm access will be needed to judge
whether the gap is finally narrowing. What is already clear is that, for the small business hoping to
thrive abroad, the decisive contest is often fought not on the factory floor but in the management of
money.
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