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Issues in Internationalization and Their Impact on Performance of

Internationalized SMEs in Sri Lanka

Liyanagama Kankanamge Isuru Rajapaksha

ABSTRACT

The study mainly focuses on identifying issues faced by Sri Lankan SMEs when
internationalizing their business operations. SMEs plays major role in any economy
irrespective of economic strength of the country. Specially developing economies
largely depend on the SMEs. SMEs provide ample benefits for a country including new
job opportunities, contribute for GDP growth, reduce inequality, use rural resources and
solution for urbanization. Even though they contribute largely to the economic
development still they have to face number of difficulties when carrying out their
business operations. Specially they are facing many challenges when entering to the
international markets.

This study focuses on identifying major challenges faced by SMEs when
internationalizing their operations. Based on the empirical evidences, five basic
challenges have been identified by the study and they are competition, technology,
legislative requirements, managerial knowledge and capabilities and marketing
capabilities. These challenges largely threaten the success of Sri Lankan SMEs. Study
used 120 observations from internationalized local SMEs to achieve its objectives and
they are collected mainly from four provinces, Sabaragamuwa, Wayaba, Central and
Western. Collected data were analyzed using PLS-SEM model to identify the

relationship between internationalization issues and performances of internationalized

SMEs.
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The study reveals that out of five identified variables, only four variables
positively affect the performances of internationalized SMEs while only one variable
negatively affect the performance. Out of those variables technology and management
knowledge about international markets have recorded highest impact to the

performances of internationalized SMEs.
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