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Abstract. Internationalization may create opportunities for SME growth, but its 

financial implications remain heterogeneous and context dependent. This study 

examines the relationships between foreign-market tenure, perceived sales 

development, capital-structure changes, and perceptions of financial sustainability 

among Czech SMEs. Data were collected through a computer-assisted web 

interview in January 2024 from 420 SME owners and managerial decision-

makers, of whom 223 represented firms active in foreign markets. Among 

internationalized SMEs, foreign-market tenure was not significantly associated 

with perceived sales development but was weakly associated with the type of 

capital-structure adjustment. Sales development showed a weak relationship with 

perceived financial sustainability, whereas a shift in capital structure toward equity 
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did not. Furthermore, perceptions of financial conditions did not differ 

significantly according to the duration of firms’ foreign-market activity. An 

exploratory comparison indicated that internationally active firms expressed 

stronger agreement than non-internationalized firms that foreign-market entry 

contributes positively to financial sustainability. Overall, the findings do not 

support a simple linear relationship between longer international experience and 

improved financial outcomes and highlight the heterogeneous financial 

implications of SME internationalization. 

Keywords: internationalization, SMEs, capital structure, financial performance, 

financial sustainability. 

JEL Classification: F23, G32, L25 

 

1. INTRODUCTION 

Internationalization represents an important strategic option for small and medium-sized enterprises 

(SMEs) seeking new customers, market diversification, knowledge, and growth opportunities. At the same 

time, expansion into foreign markets requires financial, managerial, and organizational resources that are 

often more limited in SMEs than in large firms. Foreign-market participation therefore does not necessarily 

translate directly into stronger financial performance (Korsakiene & Tvaronavičiene, 2012). 

Internationalization can be understood as the expansion of a firm’s activities into foreign markets and 

the related extension of its economic activities beyond the domestic environment (Mikić et al., 2016). For 

SMEs, this process is frequently constrained by limited resources and market-specific knowledge. Moreover, 

internationalization is not necessarily linear. Firms may differ in the speed and duration of their international 

expansion and may subsequently reduce or renew their foreign-market commitments (Dominguez & 

Mayrhofer, 2017). 

Previous research has identified numerous determinants of SME internationalization. These include 

politico-economic and social barriers (Mendy et al., 2020), social capital and networking (Puthusserry et al., 

2019), dynamic capabilities and international entrepreneurial orientation (AlShehhi et al., 2022), human 

capital (Dar & Mishra, 2019), owner characteristics and firm resources (Bozsik et al., 2023; Haddoud et al., 

2021), and organizational learning and business networks (Altnaa & Neszmélyi, 2021). Financial resources 

are particularly relevant because international expansion may require investment in production capacity, 

logistics, marketing, and market-specific knowledge before any benefits of foreign-market participation 

materialize. 

The relationship between internationalization and financial performance nevertheless remains 

complex. Previous studies have associated internationalization with improved sales, profitability, market 

expansion, and other dimensions of performance (Mikić et al., 2016; Rahman et al., 2021). However, the 

magnitude and direction of these relationships vary between firms and institutional environments. Access 

to finance, firm capabilities, networks, and the characteristics of foreign markets may determine whether 

internationalization produces financial benefits (Kraus et al., 2017; Sanyal et al., 2020). 

Similarly, there is no clear consensus concerning the relationship between internationalization and 

capital structure. Some studies report greater leverage among internationally oriented firms, potentially 

because geographical diversification reduces business risk or because foreign expansion increases demand 

for external financing (Vithessonthi & Tongurai, 2015; Wyrobek & Lane, 2019). Other studies identify lower 

indebtedness or stronger reliance on equity among internationally active firms (Lindner et al., 2018; 
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Chatzivgeri et al., 2016). These conflicting findings suggest that capital-structure adjustment may not follow 

a simple linear pattern during the internationalization process. 

Despite considerable research on SME internationalization, evidence concerning the simultaneous 

relationships between foreign-market experience, perceived sales development, capital-structure changes, 

and perceptions of financial sustainability remains limited in the Czech SME context. The contribution of 

the present study lies in examining these dimensions within one empirical framework and, importantly, 

distinguishing between internationalization status and the duration of foreign-market activity. 

The aim of this study is to examine how foreign-market activity is associated with selected financial 

outcomes and perceptions among Czech SMEs. More specifically, the study addresses four related tasks: to 

examine whether foreign-market tenure is associated with perceived sales development; to determine 

whether the distribution of capital-structure changes differs according to foreign-market tenure; to 

investigate whether sales and capital-structure changes are associated with perceptions of the positive 

contribution of internationalization to financial sustainability; and to assess whether financial perceptions 

differ according to the duration of firms’ foreign-market activity. 

The empirical investigation is based on a quantitative CAWI survey conducted in January 2024 among 

420 Czech SME owners and managerial decision-makers. The statistical analysis uses the subsample of 223 

internationally active firms for hypotheses concerning foreign-market experience and post-entry changes. 

Correlation analysis, contingency analysis, regression modeling, and analysis of variance are applied 

according to the measurement level of the respective variables. 

The study is subject to several limitations. It is cross-sectional and therefore does not permit causal 

conclusions. The principal variables reflect respondents’ perceptions rather than objective financial 

statements, and several constructs are measured using individual Likert-type items. Furthermore, the study 

is limited to Czech SMEs and achieved a response rate of 17%. These limitations require the results to be 

interpreted as associations within the observed sample rather than causal financial effects of 

internationalization. 

The remainder of the paper reviews the relevant literature and develops the hypotheses, describes the 

research methodology, reports the empirical results, discusses their implications in relation to previous 

research, and concludes with limitations and directions for further research. 

2. LITERATURE REVIEW 

SMEs generally possess fewer financial, managerial, and organizational resources than large enterprises. 

Cooperation and participation in business networks can therefore facilitate foreign-market expansion by 

providing access to knowledge, capabilities, information, and complementary resources (Bencsik & Belas, 

2025; Michna & Czerwińska-Lubszczyk, 2019; Mishchuk et al., 2016; Srivastava, 2020). International 

partnerships may enable SMEs to overcome some of the constraints associated with limited production 

capacity and unfamiliar foreign-market environments (Mikić et al., 2016). 

Internationalization is frequently associated with opportunities for improved competitiveness and 

business performance. Previous research has linked foreign-market activity with sales growth, profitability, 

market expansion, reputation, and organizational learning (Mikić et al., 2016; Rahman et al., 2021). However, 

these outcomes depend on a range of internal and external conditions. Research identifies market 

orientation and regulation (Afsharghasemi et al., 2013), networks (Senik et al., 2014), institutional and 

resource-based factors (Lahiri et al., 2020; Zsigmond & Mura, 2023), taxation and corruption (Shirokova & 

Tsukanova, 2013; Virglerova et al., 2025), brand development (Sultoni et al., 2022), and technology and 

finance (Halai et al., 2026; Mamduh et al., 2022) as potentially important determinants of 

internationalization. 
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Financial resources are particularly important. International expansion generally creates additional 

financing requirements before potential returns can be realized. Kraus et al. (2017) identify financing as an 

important determinant of successful internationalization, while Sanyal et al. (2020) emphasize access to 

finance alongside market access and the business environment. At the same time, the relationship may 

operate in both directions: existing financial performance affects firms’ capacity to internationalize, whereas 

international activities can subsequently alter financial performance and resource availability (Schmuck et 

al., 2022). Recent evidence from Czech and Polish manufacturing SMEs further shows that sufficient profit 

and the ability to meet financial obligations are important components of perceived business sustainability 

(Bednarz & Matasova, 2024). Financial resources alone may not determine whether SMEs convert 

international activity into sustainable outcomes. Constraints of this kind are widely reported: in a survey of 

60 small businesses in South Africa, firms reported limited access to finance and had not developed long-

term financial strategies (Aliamutu & Mkhize, 2024). Organizational performance may also depend on 

internal workforce-management capabilities, including the capacity to recruit and retain employees (Gyurák 

Babeľová et al., 2020). Foreign-market tenure may therefore capture only one part of the capability base 

underlying perceived financial outcomes. 

International experience may also matter. Firms that remain active in foreign markets over longer 

periods have had more opportunities to accumulate market knowledge, establish networks, and adapt their 

operations. This may contribute to stronger performance. However, longer foreign-market tenure does not 

necessarily imply greater international intensity or success. Firms may remain internationally active without 

substantially increasing sales or may experience periods of stagnation and retrenchment. The empirical 

relationship between tenure and financial performance therefore requires examination rather than 

assumption. Svobodova et al. (2024) likewise indicates that firm performance is influenced by broader 

regional and economic conditions, supporting a contextual rather than single-factor explanation of SME 

performance. 

Based on the expectation that experience in foreign markets may facilitate the exploitation of 

international opportunities, the first part of H1 is formulated as follows: 

H1a: Among internationally active SMEs, longer foreign-market tenure is associated with more 

favorable perceived sales development after foreign-market entry. 

One important financial dimension of internationalization is capital structure. The existing evidence is 

mixed. Vithessonthi and Tongurai (2015) and Wyrobek and Lane (2019) identify circumstances under which 

internationalization is associated with greater leverage. Conversely, Lindner et al. (2018) and Chatzivgeri et 

al. (2016) document relationships between internationalization and lower leverage or zero-debt financing. 

Kraus et al. (2017) further emphasize potential advantages of equity financing during international expansion 

because high indebtedness may increase risk and reduce liquidity. Gajdosikova et al. (2024) demonstrates 

significant sectoral differences in corporate indebtedness, indicating that capital structure is also shaped by 

sector-specific conditions. Evidence from transport confirms this: maritime companies typically require 

large volumes of borrowed capital, which makes their capital-structure decisions an exception to general 

patterns (Puleikiene & Svazas, 2023). 

Given these divergent findings, the relationship is formulated as an association rather than as an 

assumption of a uniform linear shift: 

H1b: The distribution of capital-structure changes differs according to the duration of firms’ foreign-

market activity. 

Perceived financial sustainability represents another relevant dimension. More favorable sales 

development can strengthen a firm’s ability to generate resources internally, whereas the financing structure 

may influence financial flexibility and risk. If internationalization contributes to higher sales and an 
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advantageous financing structure, managers may be more likely to perceive foreign-market entry as 

financially sustainable. Accordingly: 

H2: More favorable perceived sales development and capital-structure changes in favor of equity are 

associated with stronger agreement that foreign-market entry contributes positively to financial 

sustainability. 

Financial conditions may also be evaluated differently by firms with different levels of international 

experience. Firms with longer foreign-market tenure may have accumulated experience concerning the 

financial requirements and consequences of international expansion. The final two hypotheses therefore 

examine whether these perceptions vary among internationally active firms: 

H3: Among internationally active SMEs, the perceived importance of avoiding financial problems prior 

to foreign-market entry differs according to foreign-market tenure. 

H4: Among internationally active SMEs, perceptions of the positive contribution of foreign-market 

entry to financial sustainability differ according to foreign-market tenure. 

3. METHODOLOGY 

The empirical research was conducted in the Czech Republic in January 2024 using a computer-assisted 

web interview (CAWI). The questionnaire targeted owners and managerial decision-makers of Czech SMEs. 

A total of 420 valid responses were obtained, corresponding to a response rate of 17%. Of the respondents, 

109 (25.95%) were firm owners. The remaining 311 respondents occupied top-management, director or 

managerial positions, or other positions involving responsibility for firm-development decisions. Regarding 

firm size, 141 firms (33.57%) were micro-enterprises, 109 (25.95%) were small enterprises, and 170 (40.48%) 

were medium-sized enterprises. 

Foreign-market activity was measured by the question “How long has your company been active in the 

foreign market?” Four response categories were available: (1) not active in foreign markets, (2) less than 5 

years, (3) 5–10 years, and (4) more than 10 years. 

Of the 420 firms, 197 (46.90%) were not active in foreign markets and 223 (53.10%) were 

internationally active. Among the internationally active SMEs, 73 had operated abroad for less than 5 years, 

49 for 5–10 years, and 101 for more than 10 years. This distinction determines the analytical samples used 

in the study. H1–H4 concern changes or perceptions associated with actual foreign-market experience and 

are therefore tested primarily using the 223 internationally active SMEs. Responses from the 197 non-

internationalized firms are not treated as observations of foreign-market tenure. 

 

Table 1  

Foreign-market activity of the sample 

Foreign-market activity n % of full sample 

Not active in foreign markets 197 46.90 

Active for less than 5 years 73 17.38 

Active for 5–10 years 49 11.67 

Active for more than 10 years 101 24.05 

Total 420 100.00 

Source: Authors’ calculations 

 

Sales development after foreign-market entry was measured by the question “How have your sales 

changed after entering the foreign market?” Seven response categories were used: (1) increased by more 

than 50%, (2) increased by 25–50%, (3) increased by less than 25%, (4) remained unchanged, (5) decreased 

by less than 25%, (6) decreased by 25–50%, and (7) decreased by more than 50%. Lower values therefore 
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indicate more favorable sales development. Capital-structure change was measured by the question “How 

has the capital structure changed after entering the foreign market?”  

Respondents selected one of three categories: (1) changed in favor of equity, i.e., indebtedness 

decreased; (2) changed against equity, i.e., indebtedness increased; or (3) remained unchanged. These 

categories do not constitute an ordinal scale and were therefore treated as categorical in the revised statistical 

analysis. The perceived importance of financial stability was measured by the statement “When entering a 

foreign market, it is important that the company does not have financial problems.” Perceptions concerning 

financial sustainability were measured by the statement “Entering a foreign market positively contributes to 

the financial sustainability of the business.” Both perception items used a five-point response scale ranging 

from 1 = strongly agree to 5 = strongly disagree. Lower scores therefore indicate stronger agreement. 

All variables analyzed in this study are individual questionnaire items rather than multi-item scales. 

Consequently, measures of internal consistency such as Cronbach’s alpha are not applicable. 

The statistical method used for each hypothesis was selected according to the measurement level of 

the variables. H1a was tested using Spearman’s rank-order correlation. H1b was examined using Pearson’s 

chi-square test of independence. Cramer’s V was reported as an effect-size measure.  

H2 was examined among the 223 internationally active firms. An OLS regression was estimated with 

the financial-sustainability perception item as the dependent variable. Sales change was included as an 

ordinal score. Capital-structure change was dummy-coded, with “no change” serving as the reference 

category. The model included only the predictors specified in H2. Due to the dependent variable as a five-

point Likert item, OLS was supplemented by an ordinal logistic regression as a robustness check. Regression 

diagnostics included tolerance and variance inflation factors (VIF), residual-normality diagnostics, the 

Breusch-Pagan and White tests for heteroscedasticity, and Cook’s distance and externally studentized 

residuals for influential observations. 

H3 and H4 were tested among the 223 internationally active SMEs using one-way ANOVA across the 

three foreign-market-tenure groups. Levene’s test was used to assess homogeneity of variance, and the 

Kruskal-Wallis test provided a non-parametric robustness check. 

Because the two perception questions were also answered by firms without foreign-market activity, a 

supplementary exploratory comparison between internationalized and non-internationalized firms was 

conducted. These results were not used to test the tenure hypotheses. 

All tests were two-sided and evaluated at α = .05. 

4. EMPIRICAL RESULTS AND DISCUSSION 

Foreign-market tenure and sales development 

H1a examined whether longer foreign-market tenure was associated with more favorable sales 

development following foreign-market entry. Overall, 156 of the 223 internationally active SMEs (70.0%) 

reported an increase in sales, 57 (25.6%) reported no change, and 10 (4.5%) reported a decline. 

Because both foreign-market tenure and sales change were ordinal variables, their relationship was 

examined using Spearman’s rank-order correlation. The association was small and statistically non-

significant, ρ = −.070, p = .300. Since lower scores on the sales-change variable represent stronger sales 

growth, the negative coefficient is directionally consistent with somewhat more favorable sales development 

among firms with longer foreign-market tenure. However, its magnitude was negligible. 

H1a was therefore not supported. 

 

Foreign-market tenure and capital-structure change 
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H1b examined whether the type of capital-structure adjustment differed according to foreign-market 

tenure. Capital-structure change was treated as a categorical variable because the three response categories 

– change in favor of equity, change against equity, and no change – do not form a meaningful numerical 

continuum. 

The distribution is presented in Table 2. 

 

Table 2 

Capital-structure change by foreign-market tenure 

Foreign-market 
tenure 

In favor of equity Against equity No change Total 

Less than 5 years 38 (52.1%) 13 (17.8%) 22 (30.1%) 73 
5–10 years 31 (63.3%) 6 (12.2%) 12 (24.5%) 49 

More than 10 years 37 (36.6%) 13 (12.9%) 51 (50.5%) 101 
Total 106 (47.5%) 32 (14.3%) 85 (38.1%) 223 

Source: Authors’ results. Pearson χ²(4) = 13.970, p = .007; Cramer’s V = .177. 

 

The association between foreign-market tenure and capital-structure adjustment was statistically 

significant, χ²(4) = 13.970, p = .007, with a small effect size (Cramer’s V = .177). All expected cell 

frequencies exceeded 5. The observed pattern was not linear. A change in favor of equity was reported by 

52.1% of firms with less than 5 years of foreign-market experience and 63.3% of firms with 5–10 years of 

experience, but by only 36.6% of firms operating abroad for more than 10 years. In the longest-tenure 

group, 50.5% of firms reported no capital-structure change. Thus, H1b was supported in the sense that 

capital-structure adjustment differed significantly according to foreign-market tenure. However, the results 

do not indicate a progressive shift toward equity as the duration of internationalization increases.  

 

Sales development, capital structure, and perceived financial sustainability 

H2 examined whether changes in sales and capital structure following foreign-market entry were 

associated with respondents’ perceptions that internationalization contributes positively to financial 

sustainability. At the bivariate level, sales development showed a weak but statistically significant association 

with perceived financial sustainability, Spearman’s ρ = .137, p = .041. Because higher scores on both 

variables represent less favorable responses, poorer sales development was associated with less favorable 

perceptions of the contribution of internationalization to financial sustainability. 

For the multivariable analysis, perceived financial sustainability was regressed on sales change and 

capital-structure change. Capital structure was entered using two dummy variables, with “no change” as the 

reference category. This specification avoids treating the three capital-structure categories as an artificial 

numerical scale. The results are presented in Table 3. 

Table 3 

OLS regression predicting perceived financial sustainability 

Predictor B HC3 

SE 

95% CI β p VIF 

Constant 1.735 0.195 [1.351, 2.118] — <.001 — 

Sales change 0.124 0.064 [−0.002, 0.249] .177 .053 1.186 

Capital structure: in favor of equity vs. no change −0.078 0.117 [−0.309, 0.152] −.047 .502 1.281 

Capital structure: against equity vs. no change −0.410 0.188 [−0.780, −0.039] −.173 .030 1.215 

Source: Authors’ results. n = 223; R² = .045; adjusted R² = .032. Conventional OLS: F(3, 219) = 3.472, p = .017. HC3 

robust joint test: F(3, 219) = 2.089, p = .103. Higher values of the dependent variable indicate less favorable perceptions 

of financial sustainability. 
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The model explained 4.5% of the variance in perceived financial sustainability. Although the 

conventional OLS F-test was statistically significant, diagnostic testing indicated that robust inference was 

more appropriate. Residuals deviated from normality (Shapiro-Wilk W = .935, p < .001), and the White test 

indicated heteroscedasticity, χ² = 24.585, p < .001. The Breusch-Pagan test, in contrast, was not significant 

(p = .940). Multicollinearity was not a concern, with VIF values ranging from 1.186 to 1.281. Influence 

diagnostics did not identify any observation with an extreme influence on the model: the maximum Cook’s 

distance was .171. Using HC3 inference, sales change was close to, but did not reach, the conventional .05 

significance level (B = .124, p = .053). A capital-structure shift in favor of equity was not significantly 

associated with perceived financial sustainability (B = −.078, p = .502). 

Unexpectedly, firms reporting a capital-structure change against equity, i.e., increased indebtedness, 

expressed more favorable perceptions of financial sustainability than firms reporting no change (B = −.410, 

p = .030). Because lower values of the dependent variable represent stronger agreement that 

internationalization contributes positively to financial sustainability, the direction of this result is contrary 

to the original expectation. 

Given that perceived financial sustainability was measured using an ordinal five-point item, an ordinal 

logistic regression was also estimated as a robustness check. The results were substantively similar. Less 

favorable sales development was associated with higher odds of a less favorable sustainability response (OR 

= 1.354, 95% CI [1.064, 1.724], p = .014). A change in favor of equity remained statistically non-significant 

(OR = 0.854, 95% CI [0.491, 1.486], p = .577), whereas a change against equity again differed significantly 

from the no-change category (OR = 0.363, 95% CI [0.162, 0.815], p = .014). 

Taken together, the results indicate some relationship between sales development and perceived 

financial sustainability, but they do not support the expected positive role of a shift toward equity. H2 was 

therefore not supported in its proposed form. 

 

Foreign-market tenure and financial perceptions 

H3 and H4 examined whether financial perceptions differed according to the duration of foreign-

market activity. These analyses were conducted only among the 223 internationally active SMEs, thereby 

comparing firms with actual foreign-market experience. Table 4 presents the group means, standard 

deviations, confidence intervals, and omnibus ANOVA results. 

Table 4 

Financial perceptions by foreign-market tenure 

Outcome <5 years (n = 73) 

M (SD), 95% CI 

5–10 years (n = 49) 

M (SD), 95% CI 

>10 years (n = 101) 

M (SD), 95% CI 

F(2,220) p η² 

Importance of avoiding 

financial problems 

1.904 (0.767), 

[1.725, 2.083] 

1.694 (0.619), 

[1.516, 1.872] 

1.921 (0.902), 

[1.743, 2.099] 

1.440 .239 .013 

Positive contribution to 

financial sustainability 

1.973 (0.833), 

[1.778, 2.167] 

1.939 (0.747), 

[1.724, 2.153] 

2.030 (0.877), 

[1.857, 2.203] 

0.222 .801 .002 

Source: Authors’ results. Lower values indicate stronger agreement. 

 

For H3, the perceived importance of avoiding financial problems did not differ significantly across the 

three tenure groups, F(2, 220) = 1.440, p = .239, η² = .013. The homogeneity-of-variance assumption was 

not violated (Levene’s p = .284), and the Kruskal-Wallis robustness test produced the same conclusion, 

H(2) = 1.997, p = .368. H3 was not supported. 

For H4, perceptions that internationalization contributes positively to financial sustainability were 

virtually identical across the three tenure groups, F(2, 220) = 0.222, p = .801, η² = .002. The homogeneity-
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of-variance assumption was again satisfied (Levene’s p = .786), and the Kruskal-Wallis test confirmed the 

absence of group differences, H(2) = 0.148, p = .929. 

H4 was not supported. In particular, the data provide no evidence that firms with longer foreign-

market experience evaluate the financial-sustainability contribution of internationalization more favorably 

than firms with shorter international experience. 

 

Overall, the findings do not support a simple assumption that longer international experience 

automatically translates into stronger financial outcomes. Foreign-market tenure was not significantly 

associated with perceived sales development, although approximately 70% of internationally active SMEs 

reported an increase in sales after entering foreign markets. This finding only partly corresponds with studies 

reporting positive relationships between internationalization and SME performance (Mikić et al., 2016; 

Rahman et al., 2021). However, previous research also emphasizes that internationalization outcomes 

depend on firms’ dynamic capabilities, financial and intellectual resources, and access to finance and markets 

(AlShehhi et al., 2022; Li et al., 2018; Sanyal et al., 2020). The present results therefore suggest that foreign-

market tenure alone is an insufficient indicator of internationalization success. 

Foreign-market tenure was significantly associated with capital-structure adjustment, but the 

relationship was weak and non-linear. This corresponds with the mixed evidence in previous research. 

Internationalization has been associated with higher leverage in some studies (Vithessonthi & Tongurai, 

2015; Wyrobek & Lane, 2019), while others identify lower leverage or zero-debt tendencies among 

internationally active firms (Chatzivgeri et al., 2016; Lindner et al., 2018). Kraus et al. (2017) additionally 

emphasize potential advantages of equity financing because excessive debt may increase financial risk. The 

present results support neither a consistently debt-oriented nor an equity-oriented pattern. This is also 

consistent with Pacheco (2016), who shows that capital structure depends on several firm characteristics, 

including profitability, size, liquidity, and asset structure. Consequently, differences observed across foreign-

market tenure groups cannot be attributed to international experience alone. 

Perceived sales development showed a weak relationship with perceived financial sustainability. This 

broadly corresponds with research linking internationalization to financial performance and financial health 

(Horta et al., 2016; Lee et al., 2014) and with evidence that international business networks may contribute 

to financial and strategic performance (Jeong, 2016). Nevertheless, the explanatory power of the present 

model was low. Financial sustainability is likely to reflect more than sales development alone. This 

interpretation is supported by Bednarz & Matasova (2024), who identify sufficient profit and the ability to 

meet financial obligations as important components of sustainability perceptions among Czech and Polish 

SMEs. 

The expected positive relationship between a shift toward equity and perceived financial sustainability 

was not supported. More unexpectedly, firms reporting increased indebtedness expressed more favorable 

sustainability perceptions than firms reporting no capital-structure change. This should not be interpreted 

as evidence that greater debt improves sustainability. Rather, it underlines the ambiguity of debt in the 

internationalization process: external financing may represent financial pressure, but it may also provide 

resources for expansion. The mixed findings of Vithessonthi and Tongurai (2015), Wyrobek and Lane 

(2019), and Kraus et al. (2017) similarly indicate that the financial consequences of debt during 

internationalization are not uniform. This is in line with the observation that no unified theory of SME 

capital structure has emerged, since both trade-off and pecking-order predictions receive partial empirical 

support (Adair & Adaskou, 2018). 

Foreign-market tenure was not significantly associated with either the perceived importance of 

avoiding financial problems or perceptions of the contribution of internationalization to financial 

sustainability. This is consistent with evidence showing that financial risk and sustainability perceptions vary 
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according to broader business-environment conditions (Petrakova & Karacsony, 2024). Previous research 

also emphasizes the importance of cooperation, networks, resources, and institutional conditions in SME 

internationalization (Lahiri et al., 2020; Michna & Czerwińska-Lubszczyk, 2019; Srivastava, 2020). Thus, 

tenure should be regarded as only one dimension of international experience rather than a direct measure 

of accumulated capabilities. 

The exploratory comparison showed that internationally active SMEs perceived the contribution of 

foreign-market entry to financial sustainability more favorably than non-internationalized firms. However, 

no corresponding differences were found among firms with different lengths of foreign-market experience. 

This distinction is important: the results indicate a difference between firms with and without international 

experience, but not a progressive improvement associated with longer tenure. Because the study is cross-

sectional, this difference may also reflect pre-existing differences between firms rather than an effect of 

internationalization itself. 

Taken together, the findings support a conditional rather than linear interpretation of the 

internationalization–performance relationship. Longer foreign-market activity was not associated with 

better sales development or more favorable sustainability perceptions, while its relationship with capital 

structure was significant but weak and non-linear. SME financial outcomes therefore appear to depend on 

a broader combination of resources, financing conditions, capabilities, networks, and contextual factors 

rather than foreign-market tenure alone. Future research should consequently complement tenure with 

measures such as foreign-sales intensity, number of foreign markets, entry modes, and objective financial 

indicators, preferably using longitudinal data. 

5. CONCLUSION 

This study examined the relationships between foreign-market tenure, sales development, capital-

structure changes, and perceptions of financial sustainability among Czech SMEs. The findings do not 

support a simple linear relationship between longer international experience and stronger financial 

outcomes. Foreign-market tenure was not significantly related to perceived sales development, although 

approximately 70% of internationalized SMEs reported sales growth following foreign-market entry. 

Foreign-market tenure was associated with the type of capital-structure adjustment, but the effect was 

small and non-linear. Firms with 5–10 years of foreign-market experience most frequently reported a shift 

in favor of equity, whereas firms with more than 10 years of experience most frequently reported no capital-

structure change. 

Sales development showed a weak relationship with perceptions of the contribution of 

internationalization to financial sustainability. In contrast, a shift toward equity was not associated with more 

favorable sustainability perceptions. The unexpected association between increased indebtedness and more 

favorable sustainability perceptions further demonstrates that the financing consequences of 

internationalization cannot be reduced to a simple debt-versus-equity relationship. 

Foreign-market tenure was also unrelated to respondents’ perceptions of the importance of avoiding 

financial problems or to their assessment of the positive contribution of internationalization to financial 

sustainability. An exploratory analysis showed that internationalized firms expressed more favorable views 

of the financial-sustainability contribution of internationalization than non-internationalized firms, but no 

corresponding tenure gradient existed among exporters. 

Overall, the results suggest that the financial implications of SME internationalization are 

heterogeneous. International-market experience alone is not sufficient to explain financial outcomes or 

perceptions; sales development, financing conditions, and other firm-specific characteristics also need to be 

considered. 
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