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Abstract — This study investigates the relationship
between Small and Medium Enterprises (SMES)’ access
to trade finance and their export performance, focusing
on the moderating role of internal weaknesses. Through
a cross cultural survey of 412 SMEs from emerging
economies of Malaysia, Mexico and Sri Lanka, using
regression analysis, and moderation analysis, the study
empirically tests the relationship between access to
trade finance and SMEs’ export performance and the
and the impact of internal weaknesses of the SMEs
themselves on this relationship. The research reveals
that access to trade finance is positively correlated with
export performance, but internal weaknesses
significantly moderate this relationship. The study
extends the theories of resource Based View and
Pecking Order Theory by application in the context of
trade finance and export performance. It adds to the
literature by highlighting the internal barriers that
prevent SMEs in developing economies from accessing
trade finance. Several policy recommendations are
proposed in this study including capacity-building
initiatives, credit enhancement programs and fostering
international trade networks. For SME entrepreneurs,
this research provides actionable recommendations on
improving their internal operations and financial
management practices to enhance their eligibility for
trade finance.
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1. Introduction

Small and Medium-sized Enterprises (SMESs) have
long been recognized as a key driver of economic
growth across the globe. Their contribution to
employment creation, innovation, and fostering
competition within industries is unparalleled,
especially in developing economies [1]. Yet despite
their significant role, SMEs’ participation in global
trade has remained limited- less than 40% [2]. One of
the primary barriers hindering the growth of SMEs in
the export sector is their limited access to trade finance
[3].

Trade finance, which encompasses financial
products such as letters of credit, loans, and insurance,
plays a crucial role in facilitating international
transactions [4]. However, SMEs often face
substantial challenges in securing adequate trade
finance, which severely constrains their ability to
expand their operations internationally [5]. While
external factors like macroeconomic conditions and
banking sector weaknesses play arole, it is the internal
weaknesses of SMEs, including poor
creditworthiness, inadequate collateral, and limited
financial management practices, that are seen as the
most significant obstacles to accessing trade finance
[3]. [6].

This study aims to investigate the relationship
between SMESs’ access to trade finance and their
export performance, with a particular focus on the
moderating role played by internal weaknesses. Using
a cross cultural sample of SMEs from Sri Lanka,
Mexico and Malaysia representing emerging
economies of various national income levels, the
study explores how internal challenges within SMEs
exacerbate the difficulties they face in accessing trade
finance and, consequently, their international trade
performance.
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1.1. Research Objectives and Purpose

The primary objective of this study is to examine
the relationship between the access to trade finance
and the export performance of SMEs, specifically
exploring how internal weaknesses within these
businesses impact this relationship. This research aims
to provide empirical evidence of the constraints SMEs
face when attempting to secure trade finance,
particularly in developing economies of Sri Lanka,
Mexico and Malaysia.

To achieve this, the study seeks to address the
following specific objectives:

1. To assess how the internal weaknesses of SMEs,
such as poor financial management, low
creditworthiness, and inadequate business plans,
affect their access to trade finance.

2. To evaluate the impact of access to trade finance
on the export performance of SMEs.

3. To determine whether internal weaknesses
moderate the relationship between trade finance
access and export performance.

By exploring these objectives, this study will
contribute to a deeper understanding of the challenges
that SMEs face in the global trade arena, providing
insights for both policymakers and business owners on
how to address these issues effectively.

1.2. Study Significance

The significance of this study lies in its potential to
inform both policy and practice regarding SME
growth and export performance in emerging
economies. SMEs are often excluded from global
trade due to financial constraints. By highlighting the
role of internal weaknesses in limiting access to trade
finance, this study provides a critical understanding of
the challenges faced by these businesses and the
implications for their internationalization [7].

In terms of practical significance, the findings of
this study are expected to guide policymakers in
designing strategies that can bridge the trade finance
gap for SMEs, which remains a persistent issue in
developing economies [8]. Understanding the specific
internal weaknesses that impede access to trade
finance will allow for the development of targeted
interventions, such as the introduction of credit
guarantee schemes or capacity-building programs that
can enhance the financial literacy and management
skills of SME owners [3], [9].

For business owners, this research provides
actionable recommendations on improving their
internal operations and financial management
practices to enhance their eligibility for trade finance.
By identifying and addressing these weaknesses,
SMEs can improve their chances of securing
necessary funding and, ultimately, increase their
export potential [10].
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Finally, the study’s contribution to academic
literature fills a gap in the understanding of how
internal factors within SMEs can affect their ability to
participate in international trade. This research will
serve as a valuable reference for future studies
examining the role of internal weaknesses in SME
internationalization [6].

2. Literature Review

A comprehensive review of existing published
sources was carried out with the objective of
understanding the nature of the relationship between
access to trade finance and export performance of
SMEs and the impact of internal weaknesses of SMEs
on this relationship.

This literature review presents a comprehensive
examination of the key themes underpinning the
present study. Specifically, the role of SMEs in
international trade, the empirical evidence linking
trade finance to export performance, and the
challenges SMEs encounter in securing adequate trade
finance are thoroughly explored.

Furthermore, the resource deficits inherent within
SMEs, the theoretical foundations of the study, and
the identified research gaps are critically reviewed and
discussed in the sections that follow.

2.1. The Pivotal Role of SMEs in International Trade

Small and Medium Enterprises (SMEs) have
emerged as indispensable drivers of economic
development worldwide. Their influence extends
across multiple dimensions, including GDP
contribution, employment generation, technological
innovation, and entrepreneurial dynamism [1].
Globally, SMEs constitute over 90% of registered
businesses and provide significant employment,
especially in developing and emerging economies
where large corporations are fewer and the formal
sector is still evolving. For example, in Sri Lanka,
SMEs represent a vast majority of businesses and
employ a substantial portion of the labor force,
underscoring their economic significance [11].

The participation of SMEs in international trade is
increasingly recognized as a crucial pathway to
achieving broader economic integration,
competitiveness, and growth. Engaging in exports
enables SMEs to access larger markets beyond
domestic constraints, diversify revenue streams, and
enhance their productivity and innovation capabilities
[5]. Nonetheless, despite the strategic advantages and
policy emphasis on SME internationalization, the
reality remains that many SMEs encounter profound
barriers that hinder their capacity to engage effectively
in global trade. Among these barriers, access to trade
finance stands out as one of the most persistent and
formidable challenges that limit SMEs’ growth and
export performance [4], [6].
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International trade inherently involves complex
and capital-intensive transactions that require SMEs
to invest upfront in inventories, shipment costs,
insurance, and securing payment guarantees. Unlike
larger firms with substantial internal capital or better
credit profiles, SMEs often grapple with limited
financial resources and underdeveloped
organizational structures that reduce their ability to
absorb these initial costs [12]. The lack of adequate
trade finance mechanisms acts as a financial
bottleneck, constraining SMEs from fully exploiting
export opportunities and integrating into global value
chains [13]. This challenge is even more acute in
developing countries, where financial markets tend to
be less mature, risk aversion among lenders is higher,
and regulatory environments are less conducive to
SME lending [9].

Consequently, the internationalization of SMEs is
often stymied by a confluence of internal and external
factors, with access to finance being a critical enabling
resource. Understanding the dynamics of how trade
finance interacts with firm-specific characteristics to
influence export outcomes is therefore essential for
both scholars and policymakers aiming to foster SME-
led growth in international markets.

2.2. Challenges Faced by SMEs in Securing Trade
Finance: Credit Constraints and Beyond

A comprehensive review of the literature reveals
multiple dimensions of challenges that SMEs face in
obtaining trade finance, predominantly rooted in
credit constraints, information asymmetries, and high
transaction costs.

One of the most cited barriers is the lack of
sufficient collateral, which traditional financial
institutions rely upon as a risk mitigation mechanism
when extending credit [3]. Unlike large firms, SMEs
generally possess fewer physical assets such as land or
buildings, which banks typically require as loan
security [5]. This paucity of collateral significantly
narrows the scope of financing options available to
SMEs and often results in outright credit rationing or
the imposition of stringent lending conditions that are
prohibitive for smaller firms [14].

Beyond collateral, the problem of information
asymmetry further complicates SMES’ access to
finance. Many SMEs, especially in emerging
economies, maintain informal or incomplete financial
records, lack audited financial statements, and often
have limited financial literacy [15]. This opacity leads
to heightened perceived risk among lenders who
struggle to assess the true creditworthiness of these
firms, often resulting in higher interest rates, shorter
loan maturities, or denial of trade finance altogether

31
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Even when SMEs can access trade finance, the
associated costs can be prohibitively high. Interest
rates, fees, and administrative expenses linked to
letters of credit, guarantees, and supply chain
financing tend to be disproportionately expensive for
SMEs compared to larger firms [12]. In addition,
procedural inefficiencies and bureaucratic delays in
loan approval and disbursement further exacerbate
SMEs’ challenges, making timely access to working
capital difficult and negatively impacting their ability
to manage international transactions [16].

These multifaceted challenges contribute to a
significant export gap between SMEs and larger
enterprises, as firms lacking adequate trade finance
resources are less able to sustain export operations,
expand market reach, or respond to international
customer demands efficiently [5]. Despite the
prevalence of SMEs, their contribution to a country’s
export earnings remains disproportionately low,
underscoring systemic barriers to trade finance access
[11], [17], [18].

2.3. Empirical Evidence on Trade Finance and Export
Performance in SMEs

The relationship between access to finance and
export performance has been explored extensively in
empirical research, yet nuances remain regarding how
firm-specific factors modulate this relationship.

Early empirical evidence demonstrated that SMEs
with better access to trade finance were significantly
more likely to engage in international trade activities.
A study of French exporters during the global
financial crisis highlighted that financially constrained
SMEs were less resilient in maintaining or expanding
export operations. The findings underscored that
financial access plays a critical role in sustaining
internationalization  efforts  especially  during
economic downturns [19].

Similarly, findings of an analysis on bank
financing and its impact on SME export propensity
confirmed that trade finance facilitates SMEs’ ability
to bear the upfront costs of exporting, such as
inventory procurement, shipping, and supplier
payments, and aids in managing delayed payment
risks inherent in cross-border transactions [20]. Firms
with greater access to external financing demonstrated
higher export volumes and more stable export
performance.

This was reinforced by [21] showing that trade
finance availability also helps SMEs smooth cash
flows, an essential factor in maintaining continuous
export operations despite payment delays from
overseas customers.
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Conversely, several studies underscore the
negative implications of financial constraints on SME
internationalization. It was identified by [22] that
SMEs in Southeast Europe faced acute trade finance
shortages, which severely limited their export
participation. Their results suggested that financial
access is a prerequisite for SME export engagement
and that internal financial weaknesses compound
these limitations.

Similar financial barriers were documented for
Ethiopian SMEs, linking restricted access to trade
finance to poor export performance and failure to
penetrate foreign markets [23].

These studies collectively affirm that while trade
finance is indispensable for export success, its
availability alone does not fully explain variations in
SME export performance. There remains an important
need to investigate how firm-level internal factors
influence the efficacy of trade finance in supporting
exports.

2.4. Internal Weaknesses: Conceptualizing the Resource
Deficits within SMEs

The internal characteristics of SMEs are
increasingly recognized as critical determinants of
their ability to leverage external resources like trade
finance for international growth. The Resource-Based
View (RBV) provides a robust theoretical lens
through which to understand this dynamic [24].

RBV posits that a firm’s resources, tangible and
intangible  assets,  capabilities,  organizational
processes, are heterogeneously distributed and
constitute the foundation for sustainable competitive
advantage. Within this framework, “internal
weaknesses” refer to firm-specific deficits in essential
resources and competencies that limit SMES’
operational effectiveness and strategic potential [25],
[26].

Internal weaknesses manifest in several critical
areas:

e Financial Management Deficiencies: Many
SMEs exhibit poor financial management
practices, including inadequate bookkeeping, lack
of cash flow forecasting, and suboptimal working
capital management [27]. These deficiencies
impair a firm’s ability to demonstrate financial
stability and credibility to lenders, undermining
their chances of securing trade finance. SMEs with
erratic or weak financial controls tend to be
perceived as high-risk borrowers, limiting their
access to capital markets [28].
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e Creditworthiness and Collateral Shortfalls:
Beyond  management  practices, internal
creditworthiness issues, such as incomplete credit
histories, poor repayment records, and insufficient
collateral, directly affect SMEs’ access to finance
[15]. These factors create an information
asymmetry that amplifies lender caution, resulting
in higher rejection rates or unfavorable lending
terms [5].

e Strategic Planning and Market Knowledge Gaps:
Weaknesses in strategic business planning and
market intelligence further inhibit SMEs’ ability to
convince financial institutions of their growth
prospects and risk mitigation strategies [29].
Lenders often require evidence of a sound business
plan that articulates competitive positioning,
financial projections, and export market strategies.
SMEs lacking these competencies are viewed as
less viable and more vulnerable to international
market uncertainties [3].

e Interconnections and Reinforcing Cycles of
Weakness: These internal weaknesses rarely
operate in isolation; instead, they are
interconnected and mutually reinforcing. For
instance, poor financial management can lead to
liquidity crises, which exacerbate creditworthiness
problems and further restrict access to external
finance [3]. This vicious cycle creates a barrier that
traps many SMEs in a state of financial exclusion,
impeding their internationalization ambitions and
export performance.

2.5. Research Gap: Integrating Internal Weaknesses as a
Moderator in the Trade Finance-Export
Performance Relationship

While the individual effects of trade finance
availability and internal firm characteristics on SME
export performance have been explored, the literature
often treats internal weaknesses either as control
variables or direct drivers without adequately
capturing their moderating influence on the trade
finance-export nexus.

Most extant studies implicitly assume a uniform
effect of financial constraints across SMEs, neglecting
how idiosyncratic internal deficiencies, such as
managerial capability gaps or insufficient market
intelligence, might amplify or dampen the impact of
access to trade finance on export outcomes [4], [30].

This oversight leads to an incomplete
understanding of the complex interplay between
external  financial  resources and internal
organizational capacities.
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By conceptualizing internal weaknesses as a
second-order moderator, researchers can better
capture the conditions under which trade finance
translates into superior export performance and when
it fails to do so.

This integrative perspective addresses a critical
gap spanning the trade finance literature, the
Resource-Based View, and international
entrepreneurship studies by emphasizing that the mere
availability of trade finance is insufficient. Instead,
firms must possess or develop adequate internal
resources to deploy external funds effectively and
realize export growth.

2.6. Theoretical Foundations

The proposed conceptual framework draws on two
complementary  theoretical  perspectives:  the
Resource-Based View (RBV) and Pecking Order
Theory (POT).

The Resource-Based View (RBV) provides a
compelling theoretical framework for understanding
why small and medium enterprises (SMEs) face
significant challenges in accessing trade finance for
international expansion. According to RBV theory,
developed by [25], competitive advantage emerges
from firms possessing unique bundles of resources
that are valuable, rare, inimitable, and non-
substitutable. For SMEs seeking to internationalize,
this theory reveals how internal resource deficiencies
create substantial barriers to securing the trade finance
essential for global market participation.

SMEs typically suffer from critical resource
limitations that impede their access to trade finance.
These constraints include inadequate financial capital,
weak managerial capabilities, and poor financial
management practices. Unlike larger corporations,
SMEs often lack the comprehensive resource base
necessary to demonstrate creditworthiness to financial
institutions. This resource scarcity creates information
asymmetries between SMEs and lenders, making
these smaller firms appear as high-risk borrowers who
struggle to secure favorable financing terms.

The RBV framework emphasizes that even when
trade finance becomes available, fundamental internal
resource deficits cannot be compensated through
external financing alone. SMEs must possess the
organizational capabilities to effectively utilize
financial resources, execute international strategies,
and maintain operational performance in foreign
markets. Without these foundational resources,
external financing fails to translate into successful
international expansion.

Several specific resource weaknesses particularly
hinder SMEs’ trade finance access. Inadequate
collateral represents a primary barrier, as many SMEs
lack valuable tangible assets that financial institutions
require as security.
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This limitation is especially pronounced in
developing economies, where SMEs struggle to offer
sufficient physical assets to secure trade financing for
export operations.

Financial management capabilities constitute
another crucial resource gap. SMEs with weak
internal financial systems cannot provide the accurate
financial records, audited statements, and transparent
reporting that banks require for credit assessment.
This deficiency perpetuates their perception as high-
risk borrowers, resulting in either financing denial or
prohibitively expensive terms.

Human capital deficiencies also significantly
impact trade finance access. Many SMEs lack
experienced management teams capable of navigating
international trade complexities, including securing
appropriate financing. The absence of skilled
leadership in financial planning, risk management,
and global business operations increases the
likelihood of financing rejection and limits SMES’
ability to establish productive relationships with
financial institutions.

Strategic Planning and Resource
Complementarity: The RBV emphasizes that strategic
business planning serves as a valuable resource for
demonstrating growth potential and risk management
capabilities to lenders. SMEs without comprehensive
business plans or clear strategic vision appear less
capable of sustaining international operations, making
trade finance acquisition more difficult. Well-
developed business plans help mitigate lending risks
and improve financing prospects by showcasing the
firm’s viability and long-term sustainability.

Resource complementarity plays a crucial role in
successful trade finance access. SMEs that combine
strong financial management practices with
experienced leadership and strategic planning create
synergistic effects that enhance their attractiveness to
lenders. This integrated approach demonstrates
comprehensive organizational capability and reduces
perceived lending risks.

The RBV reveals how resource deficiencies create
a self-reinforcing cycle of limited access to trade
finance. SMEs lacking adequate internal resources
struggle to secure financing, which prevents them
from developing these capabilities further and limits
their global competitiveness. This vicious cycle can
only be broken through systematic internal resource
development.

SMEs must focus on strengthening their financial
management  systems, developing managerial
expertise, improving business planning processes, and
building strategic capabilities. By addressing these
fundamental resource gaps, SMEs can transform
themselves into more attractive borrowers and
develop the organizational capabilities necessary for
successful international expansion.
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The RBV framework suggests that sustainable
solutions to SME trade finance constraints require
comprehensive internal capacity building rather than
simply increasing external financing availability.
SMEs must invest in developing the valuable, rare,
and inimitable resources that enable both trade finance
access and successful international — market
participation, creating a foundation for long-term
global competitiveness.

The second theoretical perspective of this study,
the Pecking Order Theory, posits that firms prefer
internal financing over external debt and equity,
resorting to external sources only when internal funds
are insufficient [31]. SMEs with fewer internal
resources, such as retained earnings, reputation, and
human capital, tend to rely more heavily on external
finance, including trade finance products.

However, POT also implies that reliance on
external financing by resource-poor SMEs may be
inefficient if firms lack the internal capabilities to
deploy funds optimally, leading to subpar investment
outcomes and export underperformance. This
perspective complements RBV by emphasizing how
internal weaknesses not only constrain resource
availability but also affect resource utilization

Together, these theories provide a robust
foundation for hypothesizing that internal weaknesses
moderate the impact of trade finance on export
performance, and highlight the necessity to examine
this interplay empirically.

2.7. Conceptualization and Development of Hypotheses
The review of literature above enables the

development of three hypotheses:

Hi: Access to trade finance is strongly and
positively associated with export performance

This hypothesis is consistent with previous studies
[19], [20].

Ha: Internal weaknesses negatively predict access
to trade finance.

SMEs lacking formal financial practices and strong
credit profiles face significant financing barriers [3],
[5]. [27].

Hs: Internal weaknesses moderate the relationship
between trade finance and export performance.

The ability to translate finance into export growth
depends critically on internal firm capabilities.

efficiency. The conceptual framework of the study is depicted
in Figure 1.
Independent
Variable
Internal
Weaknesses
Independent Dependent
Variable Variable
Access to Trade SME’s Export
Finance Performance
/_ Control Variables\ f'{
‘Jlge r'f'r
Industry
Macro Credit
k Environment /
Figure 1. Conceptual framework of the study
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2.8. Summary of the literature Review

Our literature review has traced the centrality of
SMEs to international trade and the critical role of
trade finance in enabling export activities. It has
articulated the multiple financial, institutional, and
operational barriers SMEs face in accessing trade
finance, particularly in developing economies.

A detailed examination of internal weaknesses
rooted in the Resource-Based View framework
reveals how deficiencies in financial management,
creditworthiness, and strategic planning create
substantial impediments to leveraging trade finance
effectively.

Crucially, this review identifies a significant
research gap in how internal weaknesses moderate the
finance-export performance link, a nexus essential for
both theoretical advancement and practical policy
formulation.

Finally, the review of literature enabled the
development of the hypotheses of the study and the
conceptual framework.

3. Research Methodology

This section of the study presents a comprehensive
methodological framework designed to rigorously
assess the moderating role of internal weaknesses on
the trade finance-export performance relationship
among SMEs. The carefully developed instruments,
robust sampling strategy, and advanced analytical
techniques ensure the validity, reliability, and
generalizability of the research findings.

3.1. Research Design and Approach

This study employs a quantitative research design
tailored to explore the complex relationship between
access to trade finance, internal weaknesses, and
export performance of SMEs in selected countries
with emerging economies. Quantitative research is
appropriate here because it facilitates systematic
measurement and statistical analysis of the
hypothesized relationships [32]. The aim is to
rigorously test the moderating role of internal
weaknesses on the established trade finance-export
performance linkage.

A deductive approach underpins the research
strategy. Building on the Resource-Based View
(RBV) and Pecking Order Theory, hypotheses are
derived from theoretical and empirical literature, then
tested empirically through data collected from SMEs
[33]. This approach allows for precise hypothesis
testing and validation of theoretical constructs.

The research design of this study is cross-sectional,
gathering data at a single time point across a broad
SME population, providing a snapshot of how internal
weaknesses and trade finance access correlate with
export performance [34].
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While longitudinal research could offer insights
into causal temporal changes, the cross-sectional
survey is pragmatic and sufficient for the study’s
scope.

3.2. Sampling and Data Collection

The target population of this study consists of
SMEs actively engaged in exporting or with export
potential in Malaysia (a high-income emerging
economy), Mexico (an  upper-middle-income
emerging economy) and Sri Lanka (a lower-middle-
income emerging economy). These countries
represent diverse economic contexts across the globe
and have well-documented SME sectors integral to
national economies [35].

Sampling frames were developed from official
registries and databases of chambers of commerce,
export promotion agencies, and national SME
registries. These frames included detailed information
on firms’ sector, size, and geographical location.

To ensure representativeness, the study adopted a
stratified random sampling technique, stratifying the
population based on:

Sector: Manufacturing vs Services.

Firm Size: Micro (<10 employees), Small (10-50
employees), Medium (51-250 employees).

Geographical Location: Urban
(capital/metropolitan areas) vs. Peri-urban (adjacent
secondary cities).

Sampling proportions were allocated according to
official SME distribution statistics (Table 1):

Table 1. SME distribution statistics

Stratum Proportion (%) Approximate n
Manufacturing 40 165

Services 60 247

Micro 20 82

Small 50 206

Medium 30 124

Urban 70 289

Peri-urban 30 123

This stratification reduces sampling bias and
ensures the sample reflects the heterogeneity of SMEs
across sectors and locations.

A total of 412 SMEs participated in the survey:
Mexico (67), Malaysia (54), and Sri Lanka (291). This
sample size meets the threshold for statistical power
(0.80) for regression analyses involving multiple
predictors [36].

The response rate was approximately 48%,

acceptable for organizational surveys where
participation challenges are common.
Data were collected wusing a structured

questionnaire administered through mixed methods:
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e Online questionnaires disseminated via email
lists and SME associations.

e Telephone follow-ups to improve response rates
and clarify ambiguous responses.

All participants were informed of the study
purpose, confidentiality provisions, and their
voluntary participation rights. Ethical approval was
secured prior to data collection.

3.3. Measurement of Variables

The key variables of the study were identified and
measured as elaborated in the next sections.

Internal weaknesses, the key moderator, was
measured via a 7-item Likert-type scale (1=Strongly
Disagree to 5=Strongly Agree), adapted from [26] and
refined through a pretest involving 55 Sri Lankan
SMEs.

Items include:

o “Our firm has insufficient managerial expertise
to identify new export markets.”

e “Decision-making processes
structure.”

o “Knowledge gaps exist regarding foreign
regulatory requirements.”

Reliability and Validity:

e Cronbach’s alpha: 0.84.

e Confirmatory Factor Analysis (CFA) results:
y*/df = 1.89; CFI = 0.95; RMSEA = 0.06.

o All standardized factor loadings > 0.60.

lack formal

These psychometric properties confirm the scale’s
internal consistency and construct validity.

Access to trade finance, independent variable, was
captured by a 5-item Likert-type scale, assessing
perceived availability and affordability, adapted from
[30] and [37].

Sample items:

e “Our bank readily provides letters of credit for
export transactions.”

e “Interest rates on
competitive.”

export loans are

Psychometric results:

e Cronbach’s o =0.81.
o CFA fit: y?/df = 2.04; CFI = 0.93; RMSEA =
0.07.

The dependent variable; Export performance was
measured using:
Objective indicators:

o Percentage increase in export sales year-over-
year.

o Proportion of exports in total sales.

e Number of new export destinations in the last
12 months.
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Subjective indicators:

e 4-item Likert scale assessing managerial
satisfaction with export growth, profitability,
market share, and stability [38].

Objective and subjective  measures were
standardized via z-score transformation and combined
into a composite index.

Reliability for subjective subscale:

e Cronbach’s o = 0.79.
The control variables were measures as follows:

e Firm size: number of
employees.

e Firm age: Years since establishment.

e Industry: Dummy variable (1=Manufacturing;
0=Services).

e Macro credit environment: Annual domestic
bank credit growth rate per country.

Log-transformed

3.4. Questionnaire Development and Pilot Testing

The questionnaire was carefully developed by
integrating validated scales with contextually relevant
items. Translations into Spanish and back-translations
ensured linguistic and cultural accuracy.

A pilot study with 55 SMEs in Sri Lanka helped
test clarity, comprehension, and timing. Feedback
from pilot respondents led to refinements such as
rewording ambiguous items and adjusting response
formats for better consistency.

Pilot data were analyzed for preliminary reliability
and validity, supporting the instrument’s robustness.

3.5. Data Preparation and Cleaning

After data collection, rigorous cleaning processes
were applied:

e Missing values were analyzed; multiple
imputation was used for missing-at-random
data.

e Outliers identified via boxplots and
Mahalanobis distance were examined and
addressed.

e Assumptions of normality, linearity,
homoscedasticity, and multicollinearity were
tested; all were met for main analyses.

3.6. Data Analysis Techniques

The analysis of data was conducted using several
techniques. In addition to the initial descriptive
analysis, reliability checks were done and inferential
analysis was performed using correlational analysis
and multiple regression analysis techniques.

TEM Journal — Volume 15 / Number 2 / 2026.
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Under descriptive analysis: means, standard
deviations, and frequency distributions characterized
the sample and key variables.

Next, reliability checks were performed where
Cronbach’s alpha assessed internal consistency and
reliability with alpha figures >0.8.

In correlation analysis, Pearson’s correlations
examined bivariate associations among internal
weaknesses, access to trade finance, export
performance, and controls.

Thereafter, Multiple Regression and Moderation
Testing were conducted. Hierarchical multiple
regression models tested hypotheses:

e Model 1: Control variables predicting export
performance.

o Model 2: Added access to trade finance.

e Model 3: Added internal weaknesses.

e Model 4: Included interaction term (Access to
Trade Finance x Internal Weaknesses).

All predictors involved in interaction terms were
mean-centered to reduce multicollinearity [39].

Model fit was assessed using R?, AR?, F-statistics,
and change in F. Significant interaction indicates
moderation [40].

Simple slope tests at low (-1 SD), mean, and high
(+1 SD) levels of internal weaknesses were
conducted. Interaction plots were drawn to graphically
illustrate how internal weaknesses affect the strength
and direction of the relationship between trade finance
and export performance.

3.7. Ethical Considerations

Participation was voluntary with informed consent.
Data confidentiality and security adhered to
institutional  ethical guidelines and American
Psychological Association (APA) guidelines.

Table 2. Descriptive statistics of key variables (N=412)

3.8. Addressing Validity, Bias, Sample Representativeness
and Justification

Construct validity was established through
validated scales.
Common method bias was mitigated via

procedural methods (anonymity, varied question
formats) and tested statistically (Harman’s single-
factor test).

Non-response bias was tested by comparing early
and late respondents with no significant differences
found.

The stratified sampling design ensured that the
sample closely matched the population distribution by
sector, size, and geography, with less than 5%
deviation from official statistics, supporting external
validity.

4, Results

Drawing on a range of quantitative analytical
techniques, this section undertakes a thorough
investigation of how SMEs’ access to trade finance
influences their export performance, and the extent to
which internal weaknesses moderate this relationship.
The results obtained from each stage of the analysis
are systematically presented and discussed in the
subsequent sections, providing a detailed account of
the study’s empirical findings.

4.1. Descriptive Statistics and Preliminary Analysis

The results of the descriptive analysis are tabulated
in Table 2.

Variable Mean Std.
Deviation
Access to Trade Finance (ATF) 3.28 0.72
Internal Weaknesses (IW) 3.60 0.85
Export Performance (EP) 0.00 1.00*
Firm Size (log Employees) 2.45 0.60
Firm Age (Years) 12.35 6.80

Minimum Maximum Skewness Kurtosis
1.00 5.00 -0.42 2.80
1.00 5.00 0.33 2.70
-2.10 2.40 0.05 3.10
0.69 5.30 1.10 4,50
1 40 1.20 5.10

Note: EP standardized as z-score combining objective and subjective export measures

The mean for Access to Trade Finance is moderate
(3.28 on a 5-point scale), indicating average perceived
availability and affordability. Internal Weaknesses has
a mean of 3.60, suggesting SMEs report moderately
high internal resource deficits. Export Performance is
standardized; zero mean confirms normalization.

Skewness and kurtosis statistics show approximate
normal distributions, satisfying assumptions for
parametric tests.
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4.2. Correlation Matrix

Moving forward from descriptive analysis, the data
were inferentially analyzed first, using correlational
analysis techniques. The results of correlational
analysis are tabulated in Table 3.
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Table 3. Pearson correlations among study variables

Variable 1 2 3 4 5
1. Access to Trade Finance (ATF) 1

2. Internal Weaknesses (IW) -0.53** 1

3. Export Performance (EP) 0.65** -0.49** 1

4. Firm Size 0.30** -0.15* 0.34** 1

5. Firm Age 0.05 -0.04 0.08 0.42** 1

*p <0.05, ** p<0.01

The results of the correlation analysis as in Table 3
show a strong positive correlation (r = 0.65, p < 0.01)
between the variables ATF and EP, supporting the
hypothesis that better financial access associates with
improved exports.

However, IW negatively correlates with ATF (r =
-0.53) and EP (r = -0.49), indicating that higher
internal weaknesses relate to poorer financing access
and export outcomes.

Firm size correlates moderately with ATF and EP,
showing larger firms generally perform better and
access finance more readily.

Firm age correlations are weaker and non-
significant for the key variables.

4.3. Multiple Regression Analysis: Predicting Export
Performance

Secondly, the data gathered were inferentially
analyzed with multiple regression analysis to predict
export performance. The results are as per Table 4.

Table 4. Hierarchical regression models predicting export performance

Predictor Model 1 Model 2 (+ATF)  Model 3 (+IW) B Model 4 (+Interaction)
(Controls) p (SE) P (SE) (SE) B (SE)

Firm Size (log) 0.23** (0.05) 0.21** (0.05) 0.19** (0.05) 0.18** (0.05)

Firm Age 0.06 (0.03) 0.05 (0.03) 0.04 (0.03) 0.04 (0.03)

Sector 0.12* (0.04) 0.10* (0.04) 0.09* (0.04) 0.08* (0.04)

(Manufacturing=1)

Access to Trade Finance — 0.62** (0.06) 0.57** (0.07) 0.55** (0.07)

(ATF)

Internal Weaknesses — — -0.43** (0.07) -0.38** (0.07)

(Iw)

ATF x IW Interaction — — — -0.18* (0.07)

Model Statistics:

R? 0.23 0.43 0.48 0.52

AR? — 0.20 0.05 0.04

F-statistic 34.5** 65.3** 59.8** 54.3**

*p < 0.05, **p < 0.01

According to Table 4, depicting the multiple
regression model statistics, the model interpretations
are as follows:

Model 1: Controls explain 23% of variance in
export performance.

Model 2. Adding ATF greatly improves
explanatory power (+20% AR?), confirming its strong
positive effect.

Model 3: Internal Weaknesses significantly reduce
export performance (B = -0.43).

1274

Model 4: The significant negative interaction (f =
-0.18, p < 0.05) confirms moderation. The higher IW
dampens the positive effect of ATF on EP.

4.4. Moderation Analysis and Visualization

Thereafter, moderation analysis was performed.
As revealed from the interaction plot statistics (Table
5), at low levels of IW, export performance increases
steeply as access to trade finance improves.
Conversely, at high IW, the increase is much flatter,
showing limited export gains even with better finance
access.
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Table 5. Interaction plot: export performance by access to
trade finance at low and high internal weaknesses

ATF Level EP at Low IW EP at High IW
(-1 Sb) (+1 SD)
1.0 -1.10 -0.90
2.0 -0.35 -0.65
3.0 0.40 -0.40
4.0 1.15 0.10
5.0 1.90 0.60

Values based on regression simple slopes

The plot graphically illustrates how internal
weaknesses suppress the positive impact of trade
finance on export growth.

According to the Johnson-Neyman Output (Table
6), when IW > 1.37, the effect of ATF on EP becomes
statistically non-significant.

Table 6. Johnson-Neyman output: regions of significance
for moderation effect

IW Value ATF — EP Effect Significance (p-value)
0.50 0.68 <0.001
1.00 0.54 <0.01
1.37 0.28 0.052 (NS)
1.50 0.22 0.10
2.00 0.10 0.30

This quantifies the critical threshold beyond which
internal weaknesses negate trade finance benefits
suggesting that targeted interventions should focus on
firms with internal weaknesses above this level.

5. Discussion

Small and Medium Enterprises are the
predominant global economic drivers and are
considered as the backbones of world economies.
They contribute significantly to employment
generation, innovation economic growth and
development of countries [9].

However, SMEs often face substantial challenges
in accessing trade finance, which is essential for their
participation in international trade. While external
factors such as macroeconomic conditions play a role,
internal weaknesses of SMEs themselves are often
overlooked in discussions of access to trade finance by
SMEs.

This study conducted a comprehensive review of
existing literature to examine several interconnected
themes. The literature review of this study explored
the role of SMEs within the international trade
landscape alongside the theoretical frameworks that
underpin this field. It also highlighted areas where
scholarly research remains insufficient. Further, the
review examined the range of financial barriers that
restrict SMEs from accessing trade finance, as well as
how their ability to obtain trade finance shapes their
export performance.
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Additionally, it investigated the internal
weaknesses inherent to SMEs that can either moderate
or complicate the relationship between trade finance
access and export performance.

The results of data analysis robustly confirm the
three hypotheses of this study:

The findings revealed that through H1 (ATF —
EP) that access to trade finance is strongly and
positively associated with export performance. This
finding supports the findings of previous researchers
[19], [20].

In line with the findings of other researchers [3],
[5], [27] findings also proved vide H2 (IW — ATF)
that internal weaknesses within SMEs negatively
predict their access to trade finance, indicating that
SMEs lacking formal financial practices and strong
credit profiles face significant financing barriers.

Additionally, findings accept H3 (Moderation):
Internal weaknesses moderate the relationship
between trade finance and export performance,
evidencing that the ability to translate finance into
export growth depends critically on internal firm
capabilities.

The fact that the respondents hailed from different
geographical locations with varied levels of national
income and stages of economic development did not
affect the outcomes of this study.

5.1. Theoretical Implications

Theoretical implications of this study are manifold,
contributing to the existing body of literature and
providing much needed insights on SMEs’ access to
finance and export performance.

This study contributes significantly to the existing
body of literature by exploring the relationship
between SMEs’ access to trade finance and their
export performance, with a particular focus on the
moderating role of internal weaknesses. While
previous studies have established the importance of
trade finance for SMEs’ global competitiveness [12],
this research offers a deeper understanding of the
internal factors that influence SMEs’ ability to secure
such financing and subsequently enhance their export
activities.

The study extends the Resource-Based View
(RBV) theory by applying it to the context of trade
finance and export performance. The RBV theory has
primarily been used to examine the role of internal
resources in firm-level competitive advantage [24],
but its application to SMES’ access to trade finance
has been relatively underexplored. By integrating the
RBV framework with the analysis of internal
weaknesses such as poor financial management, weak
creditworthiness, and inadequate business planning,
this research provides a more nuanced understanding
of how internal resources, or the lack thereof, can
either facilitate or hinder SMEs’ access to trade
finance and global markets.
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Furthermore, this study adds to the growing
literature on SMEs and financial inclusion by
highlighting the specific barriers that prevent SMEs in
developing economies from accessing trade finance.
The findings underscore that internal weaknesses are
often more significant barriers to trade finance than
external factors like macroeconomic conditions or
institutional barriers. This perspective provides new
insights for future studies and offers a more
comprehensive framework for understanding the
challenges faced by SMEs in securing financial
support for international expansion.

The findings of this study also provide several
valuable insights into SMEs’ access to trade finance
and their export performance. First, the positive
relationship between access to trade finance and
export performance confirms that financing plays a
crucial role in enabling SMEs to participate in
international trade. However, the study also reveals
that internal weaknesses significantly limit SMEs’
ability to benefit from trade finance, as firms with poor
financial management practices, weak
creditworthiness, and inadequate business plans are
less likely to secure the financing necessary to expand
into global markets.

One of the key insights is that the internal
weaknesses of SMEs, such as lack of financial
transparency and weak credit histories, create
significant barriers to accessing trade finance. This
finding suggests that interventions focused solely on
improving access to finance without addressing
internal capabilities may not be sufficient to support
SME internationalization. SMEs need to strengthen
their internal financial management systems, improve
creditworthiness, and develop solid business plans to
enhance their chances of securing trade finance. This
aligns with previous studies that have found that
financial and managerial resources are critical
determinants of SMESs’ success in international
markets [3], [5].

Moreover, the moderating effect of internal
weaknesses on the relationship between trade finance
and export performance offers important implications
for policy and practice. The findings suggest that even
if SMEs gain access to trade finance, their ability to
leverage this financing to improve export performance
is contingent upon the strength of their internal
resources. This insight highlights the need for a
holistic approach to SME support, where both external
financing options and internal resource development
are emphasized.

The study also contributes to the literature on SME
internationalization by emphasizing that internal
weaknesses can exacerbate the challenges faced by
SMEs in the global marketplace. SMEs with strong
internal capabilities are better able to utilize trade
finance for international expansion, whereas those
with internal deficiencies struggle to fully capitalize
on the benefits of trade finance.
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This finding underscores the need for capacity-
building initiatives that help SMEs improve their
internal financial management and business planning
to overcome these barriers.

5.2. Practical Implications

Beyond its theoretical contributions, this study
also carries significant practical implications. These
implications are particularly relevant for SMEs and
policymakers, and are elaborated upon in the sections
below.

This study highlights several barriers to SMES’
access to trade finance and the crucial role internal
weaknesses play in  hindering their export
performance. Based on these findings, several policy
recommendations are proposed to address these
challenges and enhance SMEs’ ability to engage in
international trade.

Improvement of Access to Trade Finance: One of
the main challenges faced by SMEs is their inability
to secure trade finance, often due to internal
weaknesses such as poor financial management
practices and insufficient collateral. Therefore,
policymakers should consider the introduction of
credit guarantee schemes specifically tailored to
SMEs. These schemes would provide a safety net for
lenders, reducing their risk and encouraging them to
offer trade finance products to SMEs that may
otherwise be excluded due to lack of collateral [9].
Additionally, policies that reduce the cost of trade
finance products, such as lower interest rates and
reduced fees, would make financing more accessible
to SMEs, particularly those in developing economies.

Simplification of Trade Finance Procedures: The
complex and bureaucratic nature of trade finance
procedures can be overwhelming for SMEs, especially
those lacking the financial expertise to navigate these
processes. Policymakers should consider simplifying
the procedures for trade finance, making them more
transparent and accessible to SMEs. This could
involve streamlining application processes, reducing
paperwork, and providing clearer guidelines on the
types of trade finance products available [12].
Financial institutions could also play a role by offering
training programs to educate SMEs on the various
financial instruments, such as letters of credit and
trade credit insurance, which are critical for engaging
in international trade.

Support for Financial Transparency and
Documentation: Policymakers should encourage
SMEs to adopt standardized financial reporting
practices and ensure that SMEs have access to
affordable financial services for managing their
financial records. For example, providing subsidies or
tax incentives for SMEs that invest in financial
management tools could encourage better financial
transparency.
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By improving financial documentation, SMESs can
enhance their creditworthiness, making them more
attractive to lenders and increasing their chances of
accessing trade finance.

Fostering International Trade Networks and
Partnerships: Governments can also play a role in
facilitating international trade by helping SMEs form
partnerships with larger firms or international trade
networks. This could involve creating programs that
connect SMEs with international buyers, suppliers,
and financing institutions. By strengthening
international relationships and improving market
access, SMEs can reduce the barriers to entry in global
markets and enhance their competitiveness. Policies
that promote export diversification and support SMEs
in identifying new international markets will also
provide long-term benefits for SMEs and contribute to
economic growth.

Capacity-building initiatives are essential to
address the internal weaknesses that hinder SMEs’
access to trade finance and their export performance.
Strengthening the internal resources of SMEs will
empower them to make better use of trade finance
opportunities  and improve  their  global
competitiveness.

Financial Literacy and Management Training:
Given the significant role that poor financial
management plays in limiting SMES’ access to trade
finance, capacity-building initiatives focused on
improving financial literacy are crucial. Training
programs aimed at enhancing the financial
management skills of SME owners and managers
should be developed. These programs should focus on
topics such as cash flow management, financial
reporting, risk management, and budgeting. By
improving these skills, SMEs can present more
accurate and transparent financial records, improving
their chances of securing trade finance from financial
institutions.

Creditworthiness Improvement Programs: To
address the challenge of weak creditworthiness, SMEs
should be provided with opportunities to improve their
credit profiles. This could be achieved through
programs that help SMEs build a positive credit
history, such as offering low-interest loans or
revolving credit lines that SMESs can use to
demonstrate their repayment capability. Additionally,
mentoring programs could be introduced to guide
SMEs through the process of building a robust credit
history and understanding how credit ratings affect
their access to financing. Financial institutions could
partner with government programs to offer such
initiatives, making them more accessible and
affordable for SMEs.

Business Planning and Strategic Management:
Improving SMES’ business planning and strategic
management practices is critical for enhancing their
ability to secure trade finance and succeed in
international markets.
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Capacity-building initiatives  should include
training on how to develop comprehensive business
plans that outline clear growth strategies, financial
forecasts, and risk mitigation plans. These business
plans are essential for demonstrating the viability and
sustainability of an SME to potential lenders. In
addition to formal training, SMEs should be
encouraged to seek advisory services from business
development experts who can assist with long-term
strategic planning and market diversification efforts.

Technological Adoption for International Trade: In
today’s globalized economy, technology plays an
essential role in enhancing SMESs’ competitiveness
and export capabilities. SMEs should be encouraged
to adopt digital tools that improve their financial
management, such as accounting software, customer
relationship management (CRM) systems, and digital
platforms for market research and international
marketing. Governments and industry organizations
can provide subsidies or incentives to help SMEs
integrate technology into their operations. By
embracing technological advancements, SMEs can
streamline their operations, reduce costs, and make
their businesses more attractive to lenders and
international partners.

5.3. Limitations of the Study

This study is cross-sectional in its time horizon
which limits causal conclusions. In addition, self-
reported data used herein, may introduce bias.
Furthermore, the context of the study is limited to
three developing countries; future studies should
broaden geographic scope and employ longitudinal
designs.

5.4. Future Research Directions

While this study provides valuable insights into the
relationship between SMEs’ access to trade finance
and export performance, several areas remain
underexplored and require further investigation.
Future research can build upon this study by
examining these gaps and contributing to a more
comprehensive understanding of SME
internationalization.

Exploring the Impact of Digital Trade Finance
Tools: As technology continues to evolve, new digital
trade finance tools such as blockchain-based trade
finance platforms, supply chain financing, and digital
letters of credit are becoming increasingly important
for SMEs. Future research could explore how these
digital tools affect SMES’ access to trade finance and
their ability to compete in global markets.
Investigating the barriers and opportunities related to
the adoption of digital trade finance tools would
provide valuable insights into how SMESs can improve
their financing options and reduce their dependence
on traditional financial institutions.
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Longitudinal Studies on the Impact of Internal
Weaknesses: While this study offers a snapshot of
SMEs’ current access to trade finance, longitudinal
studies could provide more in-depth insights into how
internal weaknesses evolve over time and the long-
term impact of these weaknesses on SMEs’ export
performance. These studies could explore whether
improvements in financial management,
creditworthiness, and business planning lead to
sustained increases in trade finance access and long-
term export growth.

Sector-Specific Studies on Access to Trade
Finance: Future research could also explore sector-
specific barriers and opportunities for SMEs in
accessing trade finance. Certain industries, such as
agriculture or technology, may face unique challenges
when it comes to securing financing for international
trade. Conducting sector-specific studies would
provide more targeted insights into the specific needs
of SMEs in different sectors and help develop more
customized policies and capacity-building initiatives.

Comparative  Studies  Across  Developing
Economies: Finally, comparative studies between
different developing economies could provide
valuable insights into the common and unique
challenges faced by SMEs in accessing trade finance
and expanding into global markets. By comparing
SMEs in countries with similar economic conditions,
researchers could identify best practices and
successful strategies for overcoming financial barriers
in different contexts.

6. Conclusion

This study aimed to explore the relationship
between SMESs’ access to trade finance and their
export performance, with a specific focus on how
internal  weaknesses, such as poor financial
management, inadequate business planning, and weak
creditworthiness, moderate this relationship. The
findings of the study confirm that access to trade
finance plays a critical role in enabling SMEs to
engage in international trade, thereby improving their
export performance. However, the study also
emphasizes that internal weaknesses significantly
limit SMEs’ ability to secure trade finance and,
consequently, affect their internationalization.

The results indicate a strong positive correlation
between access to trade finance and export
performance, confirming that trade finance is crucial
for SMEs to expand their operations internationally.
SMEs that have access to trade finance are more likely
to experience increased export revenue and market
diversification. On the other hand, internal
weaknesses, particularly poor financial management
and weak creditworthiness, act as significant barriers
to securing trade finance.
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SMEs that lack these essential internal resources
often face difficulties in obtaining the financing
necessary to engage in global markets.

The moderating effect of internal weaknesses was
also a key finding in this study. Even when SMEs gain
access to trade finance, their ability to leverage this
financing for export growth is constrained by their
internal deficiencies. This suggests that addressing
internal weaknesses is as important as improving
access to trade finance. Policies aimed at
strengthening SMEs’ internal financial management
systems, improving creditworthiness, and
encouraging comprehensive business planning are
crucial for helping SMEs fully utilize trade finance
opportunities and expand internationally.

The implications of this study are significant for
policymakers, financial institutions, and SME owners.
Policymakers should focus not only on improving
access to trade finance but also on supporting SMEs
in strengthening their internal resources. Capacity-
building initiatives that enhance financial literacy,
business planning, and credit management can help
SMEs build the internal capabilities needed to access
trade finance and succeed in international markets.

In conclusion, this study contributes to a better
understanding of the factors influencing SMEs’ ability
to engage in international trade, with a particular focus
on the barriers posed by internal weaknesses. The
findings highlight the need for a holistic approach to
SME support, where both accesses to trade finance
and internal capacity building are emphasized. By
addressing both external and internal challenges,
SMEs can better position themselves for success in the
global marketplace.
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