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Abstract: Economic globalization has created many challenges for small and medium enterprises
(SMEs) due to the rapid increase in competition. Therefore, the downfall rate of SMEs is relatively
high, a short period after their commencement. Accordingly, SMEs need to adopt survival strategies
and strategic methods to succeed in confronting the various global challenges faced by the SME sector.
This study critically examined the existing literature on global challenges for SMEs to understand
the SMEs’ survival and successive mechanisms in the present competitive business background.
Published information related to the field by the multilateral institutions and 110 research papers
published by four recognized publishing companies, i.e., Emerald, Elsevier, Taylor and Francis,
and MDPI, were chosen for this study. The review revealed the critical global challenges for SMEs
within the context of economic globalization. They are the global market competition, global
finance and economic crises, information communication technology, the emergence of multi-national
corporations, transnational corporations, consumer changes and especially their preferences, trade
dumping, international terrorism, and religious conflicts and trade wars. Furthermore, the study
considered the survival strategies of SMEs in the industrial platform to recognize sustainability-related
policies, specifically, the necessity for a robust theoretical examination on the survival strategies of
SMEs in the field of global challenges.

Keywords: economic crisis; global challenges; international terrorism; multi-national corporations;
small and medium enterprises; survival strategies; trade war

1. Introduction

Small and medium enterprises (SMEs) play a significant role in the economic development
sector worldwide. Since the 1990s, researchers have been interested in investigating the role of
SMEs on the development platform because of the economic globalization (Slater and Narver 1990;
Alfred and Wilson 1996), and during the period of economic globalization, changes in the global
economy have generated both challenges and opportunities for SMEs (Dominguez and Mayrhofer
2017). Globalization is always discussed as a mode associated with the production systems, cultures,
and political processes in the modernized world (Aspers and Kohl 2015). Additionally, globalization has
encompassed the liberalization of trade, ushered in by the WTO trade regime since 1995 (Martin 2001).
The globalization concept emphasizes how economic cultures and political systems are transmitted
in terms of dependency modes. According to Todaro and Smith (2015), globalization provides new
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feasibilities for eradicating global poverty. It could also be advantageous for developing countries,
directly and indirectly, via cultural, social, scientific, and technological sharing, including trade and
finance. Thus, the world economic globalization could be identified as an opportunity for both
developed and developing countries to improve their economic prosperity by dealing with global trade
(Ahmedova 2015; WTO 2016; Prasanna et al. 2019). It has two key domains, namely, the globalization of
production, which is addressed as a source of goods from countries in the world to obtain benefits from
social differentiation in the cost of production, and the globalization of the market places that reduces the
cross-border trade constraints (Erixon 2018).

Economic globalization concentrates on cross border activities such as international investment,
international trade, and strategic contracts for product development, production, sourcing,
and marketing, which form the global business atmosphere for all ventures (Chew and Yeung
2001; Sener et al. 2014). Today, the speed of globalization has intensified by the growth of information
and communication technology, and most SMEs are following that strategy to improve their business
competitiveness in the market (Sung et al. 2016). Further, the collapse of socialist economies,
the interaction of the market economy, financial liberty, and deregulation of capital movements have
intensified the globalization procedure (Sung et al. 2016). Thus, the ventures cannot move away from
globalization and skip their challenges (Maarof and Mahmud 2016). Globalization is also recognized
as a motivational fact for businesses’ competitiveness (Sceulovs and Gaile-Sarkane 2014). During the
last few decades, the liberalization of trade and globalization enhanced customer aspirations and
competition between companies (Karaev Schmidt and Sofka 2009). Sener et al. (2014) explained that
the globalized business atmosphere encourages the firms to increase their competition as opposed to
the competitors even within the same industry.

The world economic globalization is an outstanding source of both opportunities and threats
for commercial activities (Mundim et al. 2000). The admittance of financial agreements raises a new
challenge for SMEs to maintain the competition in the broad markets apart from the globalization’s
actual results (Maarof and Mahmud 2016). Specifically, the survival ability of SMEs in the competition
and the ability to globalize business activities have been primarily questioned. The threat of large-scale
firms—MNCs (Multi-National Corporations) and TNCs (Trans-National Corporations)—has been
noted in the literature since SMEs lack in resources, less innovative capabilities, inconveniences to reach
the global at the start, and fewer abilities in the international strategies of SMEs compared to large-scale
firms (Ren et al. 2015). However, it provides chances for SMEs to interact with large-scale firms and
thereby improve the SMEs’ competitiveness in the market because the interaction gives opportunities
SMEs to learn competitive strategies adopted by the large firm (Singh et al. 2008). Thus, the influence
of economic competition in the globalization era on SMEs has received much more concentration
than other types of ventures because SMEs provide a significant contribution to the economies in
developed and developing nations (Sener et al. 2014; Asare et al. 2015; Bilal and Mqbali 2015; Auzzir
et al. 2018; Gamage et al. 2019). As cited in the literature, the main issue of SMEs, particularly in
developing countries, is that a considerable percentage of SMEs are closed down within a very shorter
period of their business commencement (Prasanna et al. 2019). This is mainly due to the emerged
competitive challenges in the free market environment of the globalized economy. In this connection,
the recent literature revealed three competitive challenges that confront the business entities in the
global economy, i.e., sustainability challenges, global challenges, and technological challenges (Noe
et al. 2017). The global challenge refers to the ability of firms to protect their domestic markets and
enter new emergent markets in the world such as China, India, Brazil, and Russia (Noe et al. 2017).
Thus, the central aim of this study is to explore the key global challenges facing SMEs, mainly in the
era of economic globalization, by undertaking a systemic review of literature in the fields of SMEs
and economic globalization. In this connection, the study reviews each global challenge to reveal
its impacts on SME performance, identify the strategies adopted by the SMEs in different settings,
and suggest key concerns the SMEs should consider in facing the global challenges.
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The rest of the paper is organized as follows: Section 2 defines the keyword of the review—global
challenge, Section 3 discusses the key features and importance of SMEs in economic development,
and Section 4 explains the research methods of the systemic review with methodological limitations.
Section 5 consists of the review literature on global challenges—nature, impacts on SMEs, survival
strategies or key concerns the SMEs should consider in facing the global challenge, and Section 6
presents the conclusion and recommendations, and the future research domains.

2. The Importance of SMEs in Economic Development

SMEs play a vital role in the industrial modes of developed and developing countries in the present
global economy. They are concerned as the most dynamic ventures in the global economy and play a
vital role in developing the human well-being of any country. According to recent evidence, SMEs
account for 90 percent of ventures and employing about 60 percent labor force in the world (Munro
2013). Hence, SMEs’ contribution to poverty alleviation and sustainable economic growth is decisive
(Ayyagari et al. 2007; Zeng et al. 2010; Asare et al. 2015; St-Pierre et al. 2015). Fiseha and Oyelana (2015)
emphasized that SMEs cooperate with the development of communities in rural economies in countries
worldwide. The role of SMEs in expanding local development is more vital to eradicating poverty,
inequality, and unemployment in rural sectors as SMEs support people to fulfill their basic needs and
help for marginalized groups, including the disabled, female household heads, uneducated people,
and rural families (Fiseha and Oyelana 2015). SMEs encourage inclusive and sustainable economic
growth and reduce inequalities, by engaging in favor of the United Nations Sustainable Development
Goals (Fonseca and Carvalho 2019) Therefore, in the national policy formulation, all nations accept
the SMEs’ capability in addressing the key development challenges, particularly in rural settings
(Fiseha and Oyelana 2015). Stuart (2011) emphasized that promoting SMEs help poverty eradication,
employment generation, and improving living standards, particularly for women and vulnerable
groups via increasing wage income and self-employment. As Miller et al. (2003) state, establishing
an own venture has become more attractive than investing several productive years in regular type
occupations, which tends to stop the job at any point (Miller et al. 2003). The most significant fact
is that SMEs benefit the economy of its capacity for utilizing local resources such as the local raw
materials, generation of local savings, supply chances for self-employment, and chances for training
semi-skilled laborers via apprenticeship (Asare et al. 2015). It is the most productive sector in creating
jobs in any economy (Jeppesen 2005; Singh et al. 2009; Zeng et al. 2010; Ong et al. 2010a; Doh and Kim
2014; Eniola and Entebang 2015; Fiseha and Oyelana 2015; Asare et al. 2015; Auzzir et al. 2018).

Further, SMEs construct a local technological base, encourage the participation of vulnerable
groups, provide training grounds for entrepreneurial and managing abilities, and make changes for
the usage of own capital resources (Fiseha and Oyelana 2015). In the production sector, SMEs play a
vital role as specialist suppliers of components, parts, and assemblies for large-scale firms because
SMEs manufacture such necessities at a lower price that is cheaper than the cost of the same product
when produced by larger firms (Singh et al. 2008). Thus, subcontracting manufacturing is a great
venture practice of SMEs (Wang et al. 2018). SMEs also give chances to TNCs to approach the localized
knowledge in terms of local technologies and know-how via the reverse transmit of technological
wisdom (Chew and Yeung 2001).

3. Theoretical Approaches—Explaining the Impact of Global Challenge and Survival Strategies

Economic literature has no unique theory to explain the impact of global challenges on business
firms and strategic approaches adopted by the firms, mainly because of the diversity and changing
nature of global challenges.

Based on the great economic depression experienced in the 1930s, Keynes proposed a new
theory—Keynesian business cycle theory—to explain the economic crisis (Keynes 1933). The world
economy experiences the economic and financial crisis cyclically, and it is one of the global challenges
for every business entity, particularly to SMEs in the globalized economy. The Keynesian theory
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explains the situation using the two concepts—marginal efficiency of capital and effective demand.
Specifically, the theory states low effective demand in the economy as a cause of the economic downturn,
which results in high unemployment and low production due to the stock accumulation in the economy.
It also links with a liquidity trap or shortage of financial liquidity among the investors in the economy.
As SMEs are more vulnerable to external shocks, the global economic crisis challenges the production
sustainability of the SMEs or standstill the production for a certain period. Thus, the theory suggests
the intervention of government in the economy to enhance the aggregate demand, specifically using
fiscal and monetary policy instruments. Thus, the Keynesian theory of business cycle proposes
an aggregate level explanation about the economic crisis—which is one of the global challenges of
business entities—and policy intervention. In the recent economic downturn due to the COVID-19,
most countries used the Keynesian view in economic crisis management.

The theory of comparative advantage could be used as a tool to adjust the production system
to competition as it helps to allocate the resources to efficient sectors of the economy. Comparative
advantage is achieved when a country produces goods or services for a lower opportunity cost than
the other countries. This allows a company to sell products and services at a lower price than its
competitors, helping them increase sales margins. In terms of SMEs, movements of low-cost product
items considering other specific attributes of the products such as price and quality are important in
the WTO trade regime to gain competitive advantages from business internationalization.

SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis tool stands for strengths,
weaknesses, opportunities, and threats that help an organization identify its internal environmental
factors (strengths and weaknesses) and external environmental factors (opportunities and threats).
In today’s business world, many organizations do a SWOT analysis for the organization as a part
of their strategic planning process before implementing their corporate strategies (Bernroider 2002;
Houben et al. 1999; Roth and Washburn 1999). The internal analysis deals with the factors related to
satisfying the consumer needs, which are determined by culture, structure, resources, and functional
areas (Hai 2011). External analysis will help the organizations to identify opportunities and threats in
the environment for the business. The available literature suggests that SMEs have a minimal idea of
both the internal and environmental factors they are operating in and a limited understanding of the
SWOT analysis (Wiid et al. 2015). Nevertheless, large firms, as well as SMEs, can do a SWOT analysis
for the business before implementing corporate strategies because the ultimate goal of SWOT analysis
and strategic planning is to gain a sustainable competitive advantage.

Porter’s generic strategies help to determine the strategic position of an organization to gain
a competitive advantage (Porter 1985). Michael Porter states four generic strategies based on the
market where they compete (broad or narrow) and the source of competitive advantage (cost and
differentiation), namely, cost leadership, differentiation, cost focus, and differentiation focus. This is
the firm’s choice of competitive scope, and the scope distinguishes between firms targeting a broad
industry segment or the narrow industry segment. Not only the large firms, but small and medium
enterprises (SMEs) must also analyze its strategic position of the firm. Therefore, it is essential to
identify the strategies these firms are adopting. According to Mumbua (2013), cost leadership and
differentiation are the best generic strategies for SMEs than cost focus and differentiation focus. Dess
and Davis (1984) found that cost leadership has a higher return on assets than a differentiation strategy.
In contrast, Pelham (2000) argued that differentiation strategy has a more significant impact on profits
than cost leadership strategy. However, Julita and Tanjung (2019) suggested that the most effective
strategy for SMEs is cost leadership since the expected objectives of SMEs are increasing profits by
reducing costs and setting prices according to the industry average, and these firms can raise market
share by applying more low prices and still earn a sufficient profit from each sale of a product or a
service due to already pressed costs.

PESTEL, which stands for political, economic, social, technological, environmental, and legal
factors, is a strategic planning or marketing research tool that helps organizations to identify the
macro-environmental factors that impact the businesses and make better decisions. According to
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Yuksel (2012), PESTEL has two primary functions: allowing to identify the environment in which
it operates and provides data and information that enable the company to predict situations and
circumstances in the future. Therefore, all organizations must identify PESTEL factors to make better
decisions. Rakesh (2014) stated that SMEs must scan the external environment to investigate the
political, economic, social, technological, environmental, and legal influences on the business before
creating business plans or making decisions. At the same time, SMEs need to do PESTEL analysis to
be aware of the competitors as these organizations have a high potential for providing employment,
promote entrepreneurship, earn foreign exchange to the country, and the dispersal of industries.

A resource-based view is an approach of strategy formulation aimed to attain a competitive
advantage based on the organization’s resources (Ong et al. 2010b). According to Barney (1991),
a resource-based view allows organizations to look for competitive advantage within themselves
rather than outside. On the other hand, the resource-base of particular firm forecasts that the firm’s
specific resources can generate competitive advantage and superior performance (Ainuddin et al. 2007).
SMEs face more difficulties when entering foreign markets as they have more problems than large
firms to access export resources and capabilities (Xie and Suh 2014). The resource-based view suggests
that inter-organizational relationships can lead SMEs to get access and availability to resources (either
tangible or intangible), which will create a positive impact on the organization’s performance (Rice et
al. 2012; Hessels and Parker 2013). Therefore, it is evident that SMEs will be beneficial only when they
acquire the right network to get the necessary resources for their performance (Zaheer and Zaheer
2001). Stakeholder theory by Freeman (1984), focuses on the importance of a firm’s relationship with
critical stakeholders. Research supports the view that partners/suppliers, employees and customers
satisfaction for sustainable organizational success (Fonseca et al. 2016).

In summary, the ideology of the discussed theories relates to the business world in a free trade
environment. Thus, in a broad view, theories indicate the importance of improving or establishing
firm stability conditions through enhanced competitiveness.

4. Methodology

This study aims to review the existing knowledge on how the global challenge, which was
intensified in the era of economic globalization, affects the sustainability of SMEs in the modern-day
economic competition to broaden the understanding or extend the existing knowledge about the
nature of the different kind of global challenges, their impact on SME sector, and strategies adopted by
the SME to confront various global challenges. Specifically, broadening the understanding of one of
the key challenges of SMEs’ sustainability is essential as the sector plays a decisive role in economic
development in developing nations. As mentioned in the background, this study recognized the
global challenges as any key trend, pressure, or development in the global economy that has possible
influences on changing the SMEs’ business atmosphere.

Hence, papers for this systemic review were first selected based upon the comprehensive web
search conducted using three primary phrases related to global challenge: SMEs and Economic
Globalization, SMEs and competition, and SMEs and survival strategies. This web search emphasized
millions of hits. Hence, secondly, the review interpreted the inclusion and exclusion determinants
for the selected papers. Three indicators were chosen for the inclusion determinant—the publishing
company, journal impact factor and the Google citations number. The review selected the journal
papers published by four publishing companies—Emerald, Elsevier, Tayler and Francis, and MDPI,
and strained 256 journal papers for the inclusion determinant.

In the third stage, 110 out of the 256 journal papers were chosen for this investigation by considering
the level of relevance of such studies with the central theme of this review. The review avoided
the documents that do not match with the research subject at each stage. The main methodological
limitation of this review is that selecting papers for this review is purely based on web search (online
publications) using three key terminologies and limited to publications of four publishing companies.
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The study noted this limitation, indicating existing opportunities to broaden the understanding of the
review subject further. The methodology adopted by the review is presented in Figure 1.
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5. Global Challenges of SMEs

Scholars have studied various types of challenges faced by SMEs in developed and developing
economies in the economic globalization era. Among them, the literature has highlighted the question
of capital instability, innovativeness, regulatory licenses and taxes, workers’ rights, and competitiveness
(Alauddin and Chowdhury 2015; Hoque 2018; Hoque et al. 2018; Zhang and Zhang 2012; Chowdhury
et al. 2013; Ibrahim and Masud 2016; Khan et al. 2012; Hoque et al. 2017; Hoque and Awang 2016;
Andalib and Darun 2018; Qureshi et al. 2011; Gregar et al. 2018). As stated by Noe et al. (2017),
three competitive challenges, namely the global challenge, sustainability challenges, and technological
challenge, were noted in a viewpoint of business management. Since this study focuses on the global
challenge, the review first categorized the global challenges into eight thematic areas by applying
content analysis techniques to the selected literature. They are: (1) the market competition, (2) global
capital and economic crisis, (3) information communication echnology, (4) MNCs, (5) transnational
corporations, (6) international terrorism and religious conflicts, (7) international trade war, and (8)
international dumping.

5.1. The Challenge of Global Economic Competition

At present, the economic competition is seen in global domains, and it has become severe after
the 1980s with economic globalization (Gunday et al. 2011) and turned more severe after accessing
the WTO trade regime in 1995. As SMEs build a vital corporation to the economies in developed and
developing countries, it is vital to consider the influences of economic competition on SMEs than
other industries due to industry-specific features such as low technology base, high concentration
in the labor-intensive sector, low entry barriers, relatively low fixed costs of production, and mainly
producing price-taker goods (Sener et al. 2014; Prasanna et al. 2019). Today, the WTO is the leading
multilateral organization which governs the global trade and promote the free trade conditions in the
global economy. The main agreement that the WTO reached in 1995 is the Agreement on Textiles and
Clothing (ATC). Under the ATC, it was agreed to eliminate all restrictions, specifically phasing out
of the Multi-Fiber Arrangement (MFA), imposed on global trade in textiles and clothing under the
four stages of the period beginning 1995 to 2005. It abolished the secured market for main garment
exporting countries and opened for international competition. The impact of phasing out of the MFA
on SMEs in the industry was evident from factory closes, reduction in workforce, and outflow of
investment to low labor cost countries from increasing labor cost countries during the MFA phasing
out and post MFA periods. For instance, in Sri Lanka, the total number of garment factories have
declined from 891 in 1999 to 230 in 2013, and the number of workers in the industry reduced from
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330,000 to 270,000. SMEs were largely the sub-contracted of large-scale firms. Sri Lankan garment
exporters tackled the problem using different strategies such as moving to the product categories
where they have comparative advantages in international trade—concentration of high value (niche)
items in the product basket which needs specific labor skills, factory merges, value chain adjustments,
and productivity enhancement, specifically through the human capital development and technological
upgrade in the industry. As a result, the industry managed to report a positive export growth rate in
the post-MFA period.

The global economic competition will influence the domestic SMEs more whose productions
are excessively localized and segmented because the trade liberalization allows the well-performing
foreign manufacturers and retailers to penetrate the underdeveloped and remote markets, which make
difficulties to SMEs to maintain their existing sales in the respective small markets (Singh et al. 2009).
The report of the United Nations Economic and Social Commission for Asia and the Pacific (United
Nations 2009) revealed that in the SMEs in Asia and Pacific region, the current global economy is
characterized by trade liberalization, rapidly changing technology, and growing and ever-changing
demand for high quality and differentiated intermediated and final goods and services that must
meet increasingly stringent international standards. In such an environment, SMEs find it challenging
to be competitive even in their domestic market. The product innovation has become a demanding
procedure for SMEs because of the increasing global economic competition (Gunday et al. 2011;
Gherghina et al. 2019). From research in Malaysia, Mustafa and Yaakub (2018) prepared a list of
major challenges for innovation and technology adaptation, including the inadequate budget, lack of
resources, difficulties in expanding the existing capacity and improving the quality of products, lack of
research and development, low productivity due to inefficient technologies, and lack of new knowledge
utilization to develop new products. As there are many challenges in implementing innovations,
Mustafa and Yaakub (2018) emphasized that SMEs should make careful decisions regarding planning
and operation. They suggest turning to the government for assistance as a strategy. To emphasize
that strategy, they highlight an example from Malaysia. The government of Malaysia had performed
a vital role in supporting and designing programs to develop the competitiveness of small firms.
The government conducted many programs, including sharing knowledge, fund offering, and expert
advisory, to improve the innovations and technology adaptations by the SMEs.

As Jinjarak and Wignaraja (2016) mentioned, overcoming financial barriers, having sufficient
capital, efficient management of cash flows, and readily accessing global finance are the prerequisites
for ventures to be competitive globally. Access to credit is a challenge for most small firms, especially in
developing countries. Stein et al. (2013) revealed an excess demand for loanable funds by approximately
17 million firms or 60% of SMEs. Overcoming the financial barriers makes the firms more competitive.
Hence, less financially constrained firms show more intensives into exporting (Jinjarak and Wignaraja
2016), and the flexibility of financing is more important for exporting as well. As the WTO stated in the
report published in 2016—Levelling the Trading Field for SMEs—an immediate intervention is essential
to resolve the above issues to enhance the SMEs’ product competitiveness in the global market.

In more general terms, the SMEs’ dynamic and positive roles are vital factors for constructing
competitive regional economies in the global markets (Doh and Kim 2014). For example, in South
Korea, the performance and sustainability achieved by SMEs through their dynamic and positive
behavior have shown vital importance because of the overwhelms of most economic markets by large
sized conglomerates. In addition, enhancing financial situations, exploring research and development,
practicing human capital, and working in a cooperative approach with dynamic institutions, including
universities at local and global layers, will improve the SMEs’ possibilities for global contesting (Sener
et al. 2014). As Ren et al. (2015) studied, marketing is a significant fact that determines the success of
SMEs when they compete in the global market. Hence, ineffective marketing is a critical constraint for
SMEs to be competitive, locally, and globally (Asare et al. 2015).

The economic competition influences businesses to be vigilant to their business strategies,
particularly on innovations (Gunday et al. 2011; Garcia et al. 2020; Kijkasiwat and Phuensane 2020).
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Companies start to recognize the significance of innovation with the enhancing competition of
global markets when technology change promptly and also when severe global competition rapidly
penetrates the value-addition of existing productions and services (Gunday et al. 2011). As per Sener
et al. (2014), relating to innovation basis, high value-added products and services will expand the
SMEs’ competitiveness in the global context. According to Ahmedova (2015), redirecting the venture
from low value-added industries towards niche markets based upon particular competitive benefits
and high value-added productions may strengthen the SMEs to face global competition successfully.
In some incidents, removing government sanctions will enhance the competitiveness of SMEs in the
global market (Singh et al. 2008). Exposing local SMEs for global competition by decreasing trade
tariffs gives the international experience for contesting in the global market (Jeppesen 2005).

5.2. The Challenge of Global Capital and Economic Crisis

It is a challenge to find definite reasons for the global economic crisis. As stated in the theoretical
background, Keynes explains the economic crisis or economic downturn as a deficiency in aggregate
demand in the economy. However, economists argue that the collective impact of many causes triggers
the crisis within the credit market in the United States and expands to the rest of the world. These facts
can be summed up as an imbalance in world trade, consumption patterns in the United States, massive
deregulations of the capital markets, and the central role of the US dollar (Ramskogler 2015).

Time gaps are viewed between the occurrences of the global financial crisis. The financial crisis
crucially impacts all aspects of economies and SMEs (Sener et al. 2014), and the year 2010 could be
considered the most impacted year (Man and Macris 2014). Since SMEs highly depend on customers,
suppliers (Nugent and Yhee 2002), and markets (Butler and Sullivan 2005; Narjoko and Hill 2007;
OECD 2008), they may lead to increase difficulties in maintaining their activity in the face of a crisis.
In 2009, the influence of the problem on the automotive industry was more dangerous than any
other sector except housing and finance (Atalay et al. 2013; Shihadeh et al. 2019). As emphasized by
Jinjarak and Wignaraja (2016), the global financial crisis created an instant drought in international
liquidity, a vital drop in international trade, and extended unemployment. According to Tambunan
(2018), many people will become unemployed if many companies go bankrupt due to the national
currency’s weakening because of a crisis. The financial crisis stimulated a series of structural changes
and influenced them to feel the tasks of SMEs. The crisis’s impact was revealed by the decreasing rate
of SME’s development and the extending number of bankruptcies (Man and Macris 2014). With the
global economic crisis, the banks tied up the risk management, thereby enhancing the number of
restrictions of overdrafts and the number of rejections of loan applications from SMEs (Jinjarak and
Wignaraja 2016).

Nevertheless, both expert and government level general concern is that entrepreneurship is
a suitable method to confront the economic crisis challenges (GEM 2014). When compared with
large-scale businesses, SMEs have to face more inconveniences made by the financial crisis, but SMEs
can strongly face the crisis than large-scale ventures. In searching the literature, McMahon (1998)
recognized that crisis management on a daily base is the primary aspect of the SMEs’ life cycle.
Hence, it is expected to be more prompt and flexibly respond to the frequent changes in the outside
environment than large-scale businesses (Eravia et al. 2015). After the economic crisis, the rate of the
corporation of SMEs expanded than the large-scale ventures in terms of output, shipments, and value
addition; also, after the financial crisis, the number of SMEs was increased, while the number of
large-scale ventures decreased (Sung et al. 2016). Nugroho et al. (2017) emphasized that SMEs can
survive in the economic crisis era because they have an active market in the country with less or no
reliance on the financial service section.

Ahmedova (2015) recognized the SMEs’ possibility to eradicate the adverse results caused by
the financial crisis via five critical points for sustainable development and competitiveness. They are
entering the finance, innovation tasks, intellectual property associated activities, internationalization,
and implementation of best practices. However, adaptability and flexibility are noted as necessary
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attributes for SMEs to eradicate problems associated with the financial crisis (Man and Macris 2014).
Besides the global financial crisis, SMEs played a vital role in the formulation of the labor market and
survival of several families after the excessive political turmoil, including the failure of the Soviet
Union (Shutyak and Caillie 2015).

Papaoikonomou et al. (2012) argue that most SMEs must suffer from demand shock in this
context. As mentioned in OECD (2009), there has been a drop in demand for goods and services
and a tightening in credit terms for SMEs globally. The impact of a crisis such as the 1997/1998 crisis,
or more specifically, the impact of national currency depreciation on local SMEs, can occur through both
demand and supply sides. The supply-side effects occur through the market for factors of production
and other inputs, and the demand-side effects occur through the market for final and intermediate
goods (Tambunan 2018). The harmful results of the crisis have provided opportunities for governments
to react. In this connection, Keynes’s theoretical views could be applicable to manage the overall
impacts of the crisis and thereby put the economies into a recovery path. Jinjarak and Wignaraja
(2016) highlighted that the intensification of the global financial crisis’s negative impacts motivates
the governments to form supportive policies and bring interventions that can support the ventures’
recovery processes. The governments have practiced various strategies to preserve SMEs from the
negative influences of the global financial crisis. As Man and Macris (2014) mentioned, loan guarantees,
tax subsidies, and capital for research and development for improving innovations and new starts-up
are the possible applicable policies the governments could implement. Formulation of government
policies to supply additional origins for funding may also strengthen the SMEs to confront a crisis
(Ahmedova 2015). As per Ndeye et al. (2018), targeted tax breaks could stimulate SMEs’ development
when the recovery after the crisis is slow. It is reviewed that SMEs prominently cooperate with the
enterprise’s economic recovery in the years of massive impacts by the world crisis.

The recent financial crises have motivated both Asian and OECD countries to developing
alternative financing models in SME finance beyond the conventional ways of relying on bank lending.
In Asia, sour experiences of the Asian financial crisis and the global financial crisis sharply raised
Asia’s risk consciousness against global economic uncertainty and further highlighted the bank lending
limitations to SMEs (OECD 2014). The impact of the crisis has been revealed by decreasing the rate
of SME’s development and extending the number of bankruptcies (Man and Macris 2014). Besides,
with the global economic crisis, the banks tied up risk management. Therefore, the number of
restrictions of overdrafts and the number of rejections of loan applications from SMEs has increased
(Jinjarak and Wignaraja 2016).

5.3. The Challenge of Information Communication Technology

The growth of information communication technology (ICT) has been identified as one of the
intensification factors for internationalization and globalization of SMEs. According to Hogeforster
(2014), when going international—which is very expensive—and asking for large investments in
foreign countries, small firms should be much thankful for well-developed telecommunication and
IT systems, sound transport system, identical rules and regulations, and the internet. Additionally,
as knowledge is an essential resource and in the context that resources and resource transfer is more
crucial for the usefulness of resources (Narteh 2008), the internet is also identified as a mechanism that
transfers the knowledge to SMEs (Hinson and Sorensen 2006).

The significance of ICT has become more decisive in ventures, and both large and small enterprises
consider ICT to have a similar influence on enterprise operations as a utility (Rappa 2004). Especially,
SMEs can utilize their resources more effectively and improve the savings by adaptation to the internet
and the same information and communication technologies (Sener et al. 2014). With the internet,
institutions can create international bonds with new vendors to lower the costs, with new customers
to enhance the sales, and receive the privilege of declining communication costs, thereby having an
efficient and quick transaction procedure (Kabanda and Kent 2018).
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Additionally, the internet is a more useful marketing tool for small firms that compete on price
(Baldacchino 2005). Internet marketing is a famous enterprise technique in the present. Nugroho et al. (2017)
recognized that even specified small industries such as handicrafts and creative industries exercise
computer technology and the internet to market their productions with local and foreign market targets.
Thus, soft infrastructure, such as full access to the internet and cheap web hosting services, expands
the sales and presentations of small and medium businesses (Ndeye et al. 2018).

Low-quality infrastructure in areas such as telecommunication and the internet has been identified
as one of the key obstacles for SMEs’ development (Luna et al. 2018). Hence, the lag of information
technology growth critically impacts the development of localized small enterprises and their skills to
access the global economy (St-Pierre et al. 2015).

Many researchers emphasized that the e-environment supplies a range of chances to SMEs,
which proceed with minimal resources (Sceulovs and Gaile-Sarkane 2014; Sung et al. 2016). Hence,
more effective adaptation to ICT is essential, not only to optimize the ventures’ internal procedure but
also to gain access to the e-business (Ahmedova 2015).

E-commerce and E-marketing have been upgraded because of the e-environment growth (Sceulovs
and Gaile-Sarkane 2014). According to the studies based on the use of e-environment by Latvian
SMEs, the utility of e-tools improves the effectiveness, profits, and competition of SMEs (Sceulovs and
Gaile-Sarkane 2014). Mobile commerce (m-commerce) is a highly beneficial technique used in SMEs
worldwide. It leads to increased productivity, improved customer satisfaction, and reduced operational
costs of the firms (Chau and Deng 2018). The obstacles for adaptation of m-commerce experienced by
SMEs are the scarcity of information communication technology abilities (Helen and Milner 2002),
shortage of financial resources (Burn and Tettah 2001; Poon 2002), high dependency on venture partners
(Stockdale and Standing 2004), insufficient awareness of e-commerce privileges and the perspective
of the adoption of m-commerce, lack of chances to access investments, and the internal technical
expertise (Chau and Deng 2018). The social internet networks play a vital role at present, much more
than collecting and communicating (Sceulovs and Gaile-Sarkane 2014). With the substantial use of
smart mobile phones, the mobile internet is invested in various objectives, such as entrepreneurship
(Sceulovs and Gaile-Sarkane 2014). The institutions confront many challenges, including the threat
from attackers, spammers, and criminal corporations when they act in the e-environment. The risk
is high in developed countries and even more for SMEs, who experience scarcity of resources and
cybersecurity methods within their firms (Sulayman et al. 2012).

Typically, the internet is mainly utilized for exchanges with venture partners, finding suppliers for
customers, and publishing the firm (St-Pierre et al. 2015). However, implementing financial innovation
through the internet could be viewed in the present sphere. Hence, the crowdfunding has been declared
as an additional way of gathering funds with the space of financing coupled with enhancements of
social media and integrative online platforms. This was identified as a useful additional mechanism
for emerging funds by soliciting and gathering little amount from the public with creative projects
(Eniola and Entebang 2015). The purpose of crowdfunding is to collect funds for investment via social
networks on the internet (Belleflamme et al. 2014) and is identified as a capital innovative used by
firms such as SMEs.

5.4. The Challenge of Multi-National Corporations

The MNCs have primarily influenced the increased product competition in the global market due
to their monopolistic practices and production and distribution merits under strong economies of Scale
(Prasanna et al. 2019). This trend has become a challenge for SMEs due to the increased domination of
domestic and global markets by the MNCs in the economic globalization era. This questioned the
survivable marketability of the SMEs, largely in developing nations, due to the low level of technology
adaptation, low managerial skills, productivity issues, labor-intensive nature of the production system,
etc. Thus, strategic approaches are suggested to address this critical challenge facing SMEs.
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Connecting with ventures that have the right resources is vital to globalize and face international
competition rapidly. Thus, businesses follow an enterprise strategy of linking with resourceful ventures
for eradicating the shortcomings of resources. In the SMEs, these connections frequently build up
with MNCs (Maarof and Mahmud 2016). For instance, after phasing out of MFA along with ATC,
many SMEs in the garment industry in Sri Lanka merged with large-scale firms to survive in the market
in the free-market era. This was evident from the sharp decline in the number of garment factories in
the country while increasing export values and volumes during the post MFA era (Prasanna 2009).
This merging strategy supported SMEs to link with MNCs as they held business relationships with
them, mainly as sub-contract ways during the MFA era.

As stated at the outset of this section, SMEs contribute as potential suppliers of outsourced parts or
services (Tuluce and Dogan 2014). Thus, SMEs must produce the components in the requested quality
and provide to MNCs to face competition or get the accepted prices. Therefore, SMEs act another
subordinate role by helping the MNCs (Soon 1994). In Singapore, motivating SMEs to help MNCs was
a fundamental government strategy (Maarof and Mahmud 2016). In many incidents, the SMEs perform
as material suppliers and component assemblers for MNCs (Maarof and Mahmud 2016). According to
Soon (1994), Singapore provides the best example of how they address this challenge. At the early
stage of Singapore’s economic development, the SMEs played a role in providing support services.
The committee appointed to identify the causes of the economic crisis reported that in the mid-1980s,
Singapore has suggested redefining the role of SMEs to establish Singapore-led entrepreneurial culture
and provide Singapore SMEs to become MNCs in the future. In this connection, the experience of
SMEs in working with MNCs was recognized as an advantage to implement the process because SMEs
were able to learn managerial and technological lessons from them.

The precious supply connections might provide incentives to MNCs to give technical assistance
for SMEs (Maarof and Mahmud 2016). Also, MNCs influence local firms to enhance their management
endeavors or adopt new marketing techniques followed by MNCs’ local or foreign markets (Blomstrom
and Kokko 1998; cited by Tuluce and Dogan 2014).

According to the economic theories, foreign direct investments (FDI) make spillover privileges to
local ventures in host countries. As the MNCs are the ways of international finance and technology,
the establishment of MNCs stimulates the transmission of technology enterprise know-how consequence
in production to obtain and face competition among SMEs (Tuluce and Dogan 2014). Two modes
of spillover impacts are recognized—productivity spillover occurs when the entry of a multi-national
corporation (MNC) leads to the productivity or efficiency benefits in the local firms in the host country.
In contrast, market accessibility spillovers occur when the entry of the MNC encourages access to export
markets for local businesses. As the entry of MNCs into a host country accelerate the transfer of
technical knowledge and business know-how, the result is the productivity gains and competitiveness
among the local firms. This spillover effect occurs through the linkages between MNCs and local firms
becoming either supplier or customer or through the migration of experienced laborers from MNCs
to local firms (Blomstrom and Kokko 1998). Further, access to MNCs expands competitiveness and
influences SMEs to imitations and innovations (Aldaba and Aldaba 2010).

However, the local ventures must be prepared to work collaboratively with MNCs but not wholly
rely on them, because the access of MNCs will separate the monopoly and encourage competitiveness
and efficiency or build a more monopolistic industry frame relying on the strength and response of
local organizations (Blomstrom and Kokko 1998; cited by Tuluce and Dogan 2014).

5.5. The Challenge of Trans-National Corporations (TNCs)

Concerning globalization, TNCs have created a vital effect on host economies via their local
sourcing mechanisms, and they exercise territorially based industrial networks as a sourcing and
production trick (Chew and Yeung 2001). Hence, TNCs develop an excellent demand for local
portions and component suppliers and subcontracting manufacturing (Wang et al. 2018). According
to Chew and Yeung (2001), most local SMEs act as suppliers for international TNCs by providing
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parts, components, and manufacture-related services. The technical knowledge and know-how are
critical to producing a quality product at a low cost. The most highlighted domain of transmission of
technological knowledge was built from TNCs to SMEs. Though a TNC has specialized in a specific
technology, it might not have incentives to transmit it to SMEs because of two causes. Firstly, it might
incur costs, and secondly, local suppliers provide instead of any technological assistance from TNCs
(Chew and Yeung 2001). Besides, TNCs might not transmit their technical potentiality if there is no
reciprocal transmission technological knowledge of know-how arriving from SMEs (Prasanna et al.
2019). However, local organizations are more considered of local knowledge and soft technology than
TNCs, and thus, soft technology indicates the procedure and product technologies (Chew and Yeung
2001).

The highly significant localized wisdom aspect is embedded in local and regional links (Chew and
Yeung 2001). The other aspect of local wisdom is local technical specifications, standards, management
patterns, and local culture. Therefore, there are witnesses for the reverse transmit of technological
knowledge or know-how to formulate SMEs to TNCs.

5.6. International Terrorism and Religious Conflicts

Terrorism and religious conflicts are a global economic challenge today, and all types of enterprises
suffer from the negative consequences of terrorism and religious conflicts. As SMEs are considered
as the most dynamic and vulnerable businesses in the global economy, particularly in the economic
competition (Munro 2013), those negative consequences are more severe for the SMEs’ sustainability.
According to Gaibulloev and Sandler (2008), developed nations can absorb the impact of terrorism
without displaying adverse economic effects, but developing nations lack that ability, worsening
the situation. Both transnational terrorism and internal conflicts cause adverse consequences on
economic growth, and the most severe impact on Asian countries arrives through internal conflicts.
Most developing nations in Asia have experienced political violence than the developed nations,
suggesting that development cushions the impact of disputes (Gaibulloev and Sandler 2008).

As revealed by Sandler and Enders (2008) the developed nations could regain the general public’s
confidence through enhanced security after a terrorist attack, more resilient, and recover faster from
the shocks related to the attacks. They can apply the monetary and fiscal policies to control the adverse
economic consequences of massive attacks. The most appropriate example is the actions of the USA
after the 9/11 attack. The large diversified economies can substitute economic activities from relatively
vulnerable sectors to the relatively safe sectors to cushion the losses in economic activities.

Sri Lanka suffered from 30 years of civil war initiated by the LTTE terrorists in the Northern
and Eastern Provinces, which ended in 2009. Within those 30 years, SMEs were one of the extremely
affected sectors by the war. Many SMEs were destroyed by the arm conflicts; it was highly risky to
establish new businesses, and obtaining loan facilities from the bank was difficult. Many problems
related to inputs arose, such as lack of electricity, no skilled workers due to the migration, extremely
high costs of raw materials, inferior infrastructure facilities such as roads and communication, and lack
of marketing facilities. The feeble connections with southern Sri Lanka further shrunk the market
access; the demand for goods was very low due to the displacement of people and the loss of income
sources for the general public; in that situation, even fulfilling basic needs was a challenge (Sinnathurai
2013).

Imhonopi and Urim (2016) revealed the massive exit of SMEs and large-scale corporations to
commercial areas outside terror hot spots to preserve their businesses. Terrorism leads to the disruption
of SMEs within the value chain with deleterious ricocheting impact on industrial development. It is
difficult for SMEs to change the business location. Thus, the impact may be severe than that of
large-scale firms. Specifically, SMEs start their businesses in a specific geographic area by considering
the business locational advantages.

Additionally, skilled laborers massively migrate from terror areas to the peaceful regions for safety.
Therefore, in the terror areas, the business owners must bear more cost for hiring and insuring skilled
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laborers. Kato and Kato (2016) show that conflicts negatively influence the gross value added per
labor and capital-labor ratio. Terrorism disturbs the education systems of countries and is unable to
create human capital for industries. Without trade, the employment generation becomes low, and the
unemployment reduces the demand for goods and services, while insecurity lowers the trading velocity
within the national boundaries (Imhonopi and Urim 2016).

The travel and tourism industries are most sensitive to terrorism (Baker 2014). From 2014 to 2015,
the GDP contribution by tourism in France fell by 1.7 billion US dollars because of terrorist attacks (IEP
2016). The Easter Sunday attack on 21 April 2019 severely impacted the tourism industry in Sri Lanka,
and tourist arrivals dropped by more than 70 percent from a year earlier in May and approximately
60 percent in June. From the analysis based on annual data for the period of 1972–2014, Zakaria et
al. (2019) revealed that the terrorism impact on domestic investment is significantly negative, and
a 1% increase in terrorism reduces domestic investment by 0.039 percent and economic growth by
0.002 percent in Pakistan. Further, Gaibulloev and Sandler (2008) revealed that an additional terrorist
incident per million persons reduces GDP per capita growth by about 1.5% in Asian countries.

Attacks discourage foreign investments and capital inflow and cause severe drawbacks to the
economic activities and international trade of the country. As SMEs account for about 90% of economic
activities of states and benefit directly from foreign investment (Gamage et al. 2019), those attacks
increase insurance, transaction, transportation, and security risks of SMEs (Asgary et al. 2020).

5.7. International Trade War

A full-scale trade war began between the US and China since 2018 when Washington decided
to renegotiate the US-China economic relationship and reverse the Chinese dominated trade (ISDP
2020). OECD (2019) projects that the global trade war leads to a reduction in global GDP of about
1.96%, and a reduction of global trade of about 17% compared to the scenario of no trade war. As SMEs
account for 90% of production in developing and developed countries (Auzzir et al. 2018), SMEs may
necessarily experience both positive and negative spillovers of the trade war.

The US-China trade war caused many American companies to move their supply chains out of
China, which can be more costly for American SMEs (CRS 2019). On the other hand, Chinese SMEs
have a massive loss in their market. With the start of the trade war, many investors have removed
their investments in China and placed in other countries, making significant changes in manufacturing
sectors in those countries. When the products imported from China to the US become more expensive
due to the higher tariffs, US importers moved to the alternatives from other countries such as Vietnam,
which is recognized as a country more uncovered to the spillovers of the US-China trade war; both
Chinese and US goods affected by trade war will pour into Vietnam (Ho et al. 2018). They also revealed
the short- and long-term effects of the US-China trade war on the Vietnam economy. In the short run,
Vietnam may benefit from the US-China trade war by replacing Vietnam’s Chinese export of goods
to America and relocating China-based manufacturers to Vietnam. However, in the long term, it is
expected that the trade war makes challenges to Vietnams’ export-led and foreign investment-led
growth model with the slowdown of the global economy. The slower growth could force the businesses
to cut down capital spending as monetary market conditions in the United States and some other
developed nations tighten. As Vietnam’s economic growth model heavily relies on foreign investments
and exports, it may be susceptible to a global economic slowdown and tighter monetary conditions.
Malaysia, Indonesia, and the Philippines are also expected to benefit from smaller-scale trade spillovers
from China (ISDP 2020).

The most significant negative consequence of the trade war is the slowdown of the global economy.
Steinbock (2018) stated that the trade war could contract the global economic expansion, which may
adversely impact SMEs’ internationalization. According to ISDP (2020), the trade war has influenced
China’s major trading partners, such as Japan, South Korea, and Taiwan. Exports of Hong Kong have
decreased since 2018, and in quarter three, the country experienced a recession for the first time in
a decade.
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5.8. International Dumping

In 1923, Jacob Viner first defined the term dumping as “price discrimination between national
markets” (Andersson and Thuresson 2008). Dumping is recognized as one of the unfair trade practices
that have become a significant issue in the past two decades (Obalade 2014). According to Shepherd et
al. (2013), in 1990, the contribution of Zimbabwe manufacturing SMEs to GDP was 28%, and it has
declined to 17% by 2011. This decline was due to the shrinking of the local market because of a few
factors; product dumping was a significant one.

Mwika et al. (2018) revealed that developing countries fall victim to export dumping by
manufacturers in developed countries, which affect their SMEs. APEC (2010) identified competitors’
adoption of dumping practices as a barrier for SMEs entering the international market. They also
identified dumping as an anti-competitive behavior SMEs face because it makes difficulties in matching
the competitor’s prices. Ogechukwu et al. (2013) described the Nigerian situation and highlighted that
with the increasing demand for imported goods, dubious local and foreign importers are dumping
fake products that severely impact small manufactures in Nigeria. Therefore, many nations, especially
the developing countries, have acted against dumping (Baghdadi et al. 2016). A WTO agreement
on the matters related to dumping allows the governments to act against dumping when it causes
material injuries to the domestic industries (Andersson and Thuresson 2008). The governments use
high tariff rates to discourage importing goods to protect SMEs from dumping, and in some cases,
they completely ban the importation (Eze and Okpala 2015). After an in-depth study on dumping in
the footwear industry in the European Union, Andersson and Thuresson (2008) emphasized that in
most cases, free trade is the best option to protect small but very influential sectors in Europe.

The Action Plan for the National Policy Framework for SMEs Development 2016 identified the
value of the effective implementation of the anti-dumping laws to facilitate SMEs in Sri Lanka.

6. The Survival Strategies of SMEs Confronting Global Challenges

The survival strategies recognized in this review indicate the importance of establishing the
necessary conditions for stabilizing the SMEs-led business environment in the economy and improving
the competitiveness of the SMEs in the era of the WTO-led trade regime. The conditions would
enhance the ability to protect their markets from different global challenges, mainly reviewed in
this study. Ahmedova (2015) stated that SMEs are more vulnerable to economic changes, and as a
result, the challenges these organizations face are relatively higher than the large firms. Ifekwem and
Adedamola (2016) suggested that SMEs are considered sustainable if they can overcome the challenges
by improving their survival chance in the market, either internally or externally.

The SMEs’ survival strategies in encountering global challenges were mainly centered on
the fundamental theories discussed at the study’s outset. In terms of the global economic
crisis, demand-specific aggregate level policy intervention is needed to protect more vulnerable
industries—SMEs in particular—in the economy. It is argued that in the crisis period, most SMEs
have to suffer from demand shock because of their limited financial resources and dependence on
banks’ lending, paying high interest rates (Mulhern 1996; Domac et al. 1999; Ozar et al. 2008). In this
connection, fiscal and monetary approaches can stimulate the aggregate demand in the economy.
For instance, COVID-19 pandemic is one of the most recent, serious challenges faced by the global
economy. It is said that the world has entered the worst economic recession, which is worse than the
2008 recession (WEO 2020). The affected countries mostly explain the crisis as a sudden fall of demand,
so that those economies make policy intervention to stimulate the demand in most economies.

SMEs can identify its strategic position to face the challenge of global and economic competition,
firstly through Porter’s generic strategies, either cost leadership, differentiation, cost focus,
or differentiation focus. According to past literature, the most effective strategy for SMEs is cost
leadership since the expected objectives of SMEs are increasing profits by reducing costs and setting
prices according to the industry average. These firms can raise the market share by applying more low
prices and still earn a sufficient profit from each sale of a product or a service due to already pressed
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costs. However, it is hard for SMEs to achieve enough volume for economies of scale. Moreover,
with rising labor costs and increased automation and digitalization, SMEs cost advantages due to
labor-intensive organizations are eroding, suggesting an alternative focus on other survival strategies,
as presented in Figure 2.
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At the same time, SMEs can execute a SWOT analysis to identify the organization’s internal
and external factors to face the challenge of global and economic competition, the challenge of
multi-national corporations, and the challenge of transnational corporations. Moreover, SMEs can
perform a PESTEL analysis to be aware of the competitors as these organizations have a high potential
for providing employment, promoting entrepreneurship, earning foreign exchange to the country,
and dispersing industries.

To confront the challenge of information and communication technology, SMEs can focus on their
strengths, weaknesses, opportunities, and threats existing in the internal and external environment.
It allows identifying the capability of the SME to adopt those facilities within the SME and determine
the availability of information and communication technology in the market place because ICT has
become a crucial deciding factor in both large and small firms.

Furthermore, SMEs can make the maximum use of the internal resources within the organization
and inter-organizational relationships, since they can lead SMEs to get the access and availability to
resources (either tangible or intangible), which will create a positive impact to the performance of the
organizations and survive in the competition while facing the market place challenges (Rice et al. 2012;
Hessels and Parker 2013), and also by acquiring the right network to get necessary resources for their
performance (Zaheer and Zaheer 2001).

Ifekwem and Adedamola (2016) recommended that it is necessary to execute orientation and
educational programs for the owners of SMEs to sensitize, orientate, and change their thinking patterns,
and develop their management skills and abilities to face the global challenges and face the competition
to gain sustainable competitive advantage. Identifying the right product with comparative advantages
is also recognized as essential determinants to establish conditions to improve competitiveness through
resource reallocation from the low productive sector to productive sectors.

Figure 2 presents a frame for the challenges of SMEs (global and local), the requirements of
SMEs for development, and the survival strategies and policies the SMEs should focus on to gain
sustainability-oriented outcomes in the future.
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7. Concluding Remarks and Dimensions for Future Research

Today’s world steps towards a more globalized economy, and no mode of venture could ignore
globalization and skip the challenges caused by globalization. The influence of globalization on SMEs is
a vastly reflected theme in economic reviews since the SMEs play a vital role in the sectors of production,
job creation, poverty reduction, innovation, and economic growth in all countries. This review critically
examined the existing literature regarding the key topic, “SMEs and global challenge.” In terms of
SMEs, the global challenge referred to the firms’ ability to protect their domestic markets from internal
and external shocks and enter new emerging markets in the world. It analyzed the effects of global
challenges on SMEs, the possible lessons taught by the experiences of different firms, and significant
factors necessary to change and improve. The review recognized eight global challenges facing SMEs
in the era of economic globalization, i.e., market competition, global capital and economic crisis,
information communication technology, MNCs, transnational corporations, international terrorism
and religious conflicts, international trade war, and international dumping.

Market competition is a constant outstanding barrier for SMEs. Globalization encourages
competition from local ventures and international corporations. Multi-national corporations
(MNCs) and transnational corporations (TNCs) have the potential to eradicate global competitive
challenges than SMEs and play a vital role in globalized markets. Defeating the financial barriers,
having sufficient capital, managing cash flows, and the willingness to access global capital are
identified as the pre-suggestions to confront global competition. The shortage in the exploitation
of new technologies, marketing, and managing must be urgently solved, while enhancing human
resources training, collaborating with dynamic organizations, and redirecting from low value-added
manufacturing towards niche markets depending on high value-added productions, to address the
global competitive challenges.

With the present globalized economy, MNC producing all aspects of a specific product itself is
not cost-effective. Besides, SMEs are oppressing many problems such as the scarcity of resources,
technology, know-how, and the markets. Therefore, globalization makes the foundation interact with
those two, and SMEs become the aspect or service providers to the MNCs, thereby having a chance to
be much more competitive in quality and pricing. Lastly, they build a global value chain. The MNCs
supply technical assistant to SMEs and SMEs could also acknowledge the MNCs’ management and
marketing exercises; yet, this cannot be viewed every time. If a TNC has the expert knowledge,
they might have no incentives to transform it to SME if that incurred a cost and when they lack the
transmission of technology and know-how from the SMEs. The reverse transfer of localized wisdom
such as local technical specifications, standards, management patterns, and local culture from SMEs to
MNCs could be viewed.

Thus, economic globalization constructs a pathway for MNCs and TNCs to access the markets and
generate profits by mitigating the production cost by utilizing their specialized knowledge, which is
the vital issue arriving from MNCs. The low-cost nations, including China and India, are the best
instances. Hence, SMEs should be prepared to interact with and receive advantages from MNCs and
must not entirely rely upon them, because the access of MNCs either fragment the monopoly and
encourage competition and efficiency, or make a more monopolistic market framework that relies on
the strength and response of SMEs.

Although privileges stimulate and motivate SMEs towards globalization, it exposes them to
experience many challenges. Limited resources, shortage of technical skills, insufficient knowledge
on relevant sectors of foreign backgrounds, less foreign relationships and networks, least innovative
capabilities, and the inconveniences to move global initially are some examples.

Two primary paths are available to mitigate the barriers, as mentioned above. One is obtaining
R&D and innovative capabilities, and the other is the rapid adaptation of information communication
technology (ICT). As the first option is costly and demands specified knowledge time, ICT is the better
way towards addressing global challenges. The chance for more effective utilization of resources,
potentiality to make new foreign connections with novel vendors to lower the cost, recognize novel
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customers via internet marketing and take advantages of low communication cost, and privileges
from high efficiency and fast transaction procedure are some advantages of adaptation to ICT and
the internet. The soft infrastructure facilities, including complete access to the internet and low-cost
web host, must be improved because the lag of ICT development creates a notable drawback on the
SMEs’ globalization procedure. In this context, the utility of e-tools and the use of smart mobile phones
are famous; the SMEs have stepped towards the new trends of entrepreneurial activities, including
e-commerce and m-commerce.

Such techniques increase productivity, improves customer satisfaction, and reduces operational
costs of the business. The constraints for adapting more ICT-based enterprises are the scarcity of ICT
skills, insufficient finance, excessive dependency on venture partners, and inadequate awareness of
the privileges of e-tools, and negative attitudes on e-tools. Within the e-environment, the institutions
must confront other challenges from attackers, spammers, and criminal corporations. The intensity of
the challenges, as mentioned above, is high in developing nations and SMEs with limited spaces to
approach cybersecurity.

Institutions form networks with the vital purpose of resource exchange. SMEs could be
compensated for their dysfunctions, decrease the transaction costs and risks, exchange knowledge
and potentiality, obtain trustworthiness among ventures, receive the no tradable resources including
reputation and visibility, build up new market opportunities, intensify innovations, and adopt the
right practices and behaviors by embedding in-network. The competition of SMEs relies on its outside
networks and the efficiency of using networks than its size.

The global financial crisis impacts all elements of the economy, such as SMEs. The influence
on foreign trade, the effect of structural changes of the economy, the less development of ventures,
bankruptcies, and the ignorance of loan applications and overdrafts because of the tied risk management
of the banks are the main barriers experienced from the global financial crisis.

Many researchers have proved that SMEs can confront financial crises more than large-scale
ventures. That capacity has been improved by the access to finance, innovation activities, intellectual
property-related tasks, internationalization, and implementation of better exercises by the SMEs.
With that, adaptability and flexibility were viewed as more excessive facts necessary to deal with the
global financial crisis. The government can implement policies including loan guarantees, tax subsidies,
credit for R&D, credit for startups, and additional sources of funding to prevent against and support to
rebuild the SMEs from the crisis.

This study investigates the significance of preparing to work on an interactive perspective with
MNCs and TNCs, receiving all advantages from them, and developing SMEs towards the MNC layer
with that knowledge. The challenges of inadequate resources, insufficient technical skills, expanding
competition, and the shortage of other non-market elements could be resolved via embedding in a
robust network and efficient use of outside connections. The globalization procedure can be intensified
and formulated more cost-effectively by efficiently adapting ICT and using e-tools.

It is also suggested, for future research, to investigate the COVID-19 pandemic as an additional
challenge to SMEs and the possible short term and medium-term actions of SMEs to cope with the
difficulties and take advantage of possible opportunities (e.g., digitalization, virtual work, health,
and safety sector) due to global crisis, such as COVID-19.
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