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Today, the complex and evolving changes in economic activities, coupled with
the rapid pace of globalization, have established international trade as a key
driver of economic growth and development across all nations. The significance
of trade liberalization is particularly pronounced in developing countries, where
unfavorable economic conditions necessitate a greater focus on promoting and
expanding economic activities. Moreover, small and medium-sized enterprises
(SMEs) play a crucial role in shaping a country's economic landscape. As a
result, policymakers and economists have consistently sought to implement
measures that enhance the international performance of these enterprises. In line
with this, the primary objective of this study is to assess the impact of
government support, in the form of export promotion programs, on the
international performance of small and medium-sized enterprises (SMEs) in the
northern provinces of Iran. To achieve this goal, data was collected and analyzed
through a questionnaire completed by 340 managers of small and medium-sized
companies in the aforementioned provinces. Applying a structural equation
modeling approach, the findings of this study reveal that the government's export
promotion programs have a positive and significant influence on the international
performance of companies, primarily through two channels: risk management
methods (with a coefficient of 0.59) and the promotion of export capabilities
(with a coefficient of 0.73).
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Introduction

In today's globalized economy, international trade plays a crucial role in driving economic growth,
particularly for developing countries seeking to overcome structural challenges and achieve
development. For these nations, trade liberalization has often been pursued as a means to stimulate
productivity, attract foreign direct investment, and generate employment opportunities. Within this
broader strategy, Small and Medium-sized Enterprises (SMEs) have emerged as key contributors to
economic diversification, job creation, and innovation. Their agility, localized knowledge, and growth
potential make them essential players in national economic development strategies.

However, despite their recognized significance, SMEs in developing economies, including Iran, face
numerous barriers to participating in international trade. These include limited access to financing,
insufficient familiarity with global market requirements, inadequate risk management systems, and a
lack of export capabilities. To address these challenges, many governments have introduced Export
Promotion Programs (EPPs), which aim to provide financial, educational, and infrastructural support to
enable small and medium-sized enterprises (SMEs) to succeed in foreign markets.

This study examines the effectiveness of governmental export promotion initiatives in enhancing the
international performance of SMEs in Iran's northern provinces. It further examines whether
improvements in risk management practices and the development of export capabilities mediate the
relationship between government support and international success. By focusing on these mediating
factors, the research seeks to provide a nuanced understanding of how targeted government interventions
translate into enhanced SME competitiveness abroad. The study aims to contribute to both academic
literature and policy development by providing actionable insights into the mechanisms that enable
small and medium-sized enterprises (SMEs) to thrive in the international business environment.

Methodology

This research employs a quantitative approach to assess the impact of governmental export promotion
programs on the international performance of SMEs in northern Iran. The primary objective is to
examine whether risk management practices and export capability development serve as mediating
variables in this relationship.

The study population consists of SMEs operating in the northern provinces of Iran, specifically Gilan,
Mazandaran, and Golestan. A stratified random sampling technique was used to ensure broad sectoral
representation across manufacturing, services, and agribusiness. A structured questionnaire was
developed based on validated items from prior studies modified to suit the Iranian context. The
questionnaire included four main sections: (1) firm demographics, (2) extent and nature of participation
in government export promotion programs, (3) risk management practices, and (4) export capability
indicators. The dependent variable was the international performance of the firms, measured through
metrics such as export intensity, market diversification, and growth in international revenue.

A total of 340 valid responses were collected from SME managers. Data was entered and cleaned using
SPSS, followed by Structural Equation Modeling (SEM) using AMOS to test the hypothesized
relationships. SEM was chosen for its ability to model complex relationships and test mediating effects
simultaneously.

To ensure construct validity, exploratory and confirmatory factor analyses were conducted. Reliability
was confirmed through Cronbach's alpha coefficients, all of which exceeded the acceptable threshold of
0.70. Normality, linearity, multicollinearity, and homoscedasticity were assessed prior to SEM analysis
to ensure that the statistical assumptions were met. Bootstrapping methods were employed to test the
significance of indirect effects, thus validating the mediating roles of risk management and export
capabilities.

The model fit indices, including CFI (>0.95), RMSEA (<0.06), and y?/df (<3), confirmed the adequacy
of the final model. The final analysis aimed to answer two core questions: (1) To what extent do
government export promotion programs affect the international performance of SMEs? and (2) Do risk
management and export capability mediate this relationship?
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Results and Discussion

The results provide compelling evidence for the positive and significant impact of government export
promotion programs on the international performance of SMEs in the studied region. The total effect of
government support on international performance was significant, validating the primary hypothesis.
Furthermore, both risk management practices and export capability development emerged as significant
mediators in this relationship.

The first mediation pathway—government support enhancing risk management practices—was
supported by a path coefficient of 0.59, indicating a moderately strong effect. SMEs that benefited from
government programs reported better access to export insurance, legal consultation, and training on
regulatory compliance. These tools allowed firms to manage uncertainty in foreign markets more
effectively, boosting their confidence and resilience in navigating global operations. Such findings are
consistent with prior literature, which highlights risk mitigation as a fundamental step in SME
internationalization.

The second mediation pathway was even stronger: government support led to a significant improvement
in SMEs' export capabilities, with a path coefficient of 0.73. This suggests that firms exposed to training,
international exhibitions, and subsidized consultancy services developed better strategic planning skills,
improved product adaptation for foreign markets, and enhanced logistical and marketing competencies.
The greater magnitude of this path coefficient underlines the pivotal role of capacity-building programs
over mere financial assistance. Export readiness and long-term performance are more closely tied to the
firm's internal capabilities than to external subsidies.

The total indirect effect of government support on international performance, accounting for both
mediators, was substantial and statistically significant. The direct effect, although still significant, was
lower in magnitude, confirming that the impact of government programs is largely channeled through
these mediating variables.

These results hold important implications for policymakers. It is not sufficient to allocate budgets for
export promotion without considering the specific needs and challenges faced by SMEs. Programs
should be designed to build SMEs' internal resilience through training, mentoring, and advisory services
rather than focusing solely on export subsidies or short-term incentives. Moreover, risk management
training should be made a mandatory component of export support, particularly in volatile or unfamiliar
markets.

From an academic perspective, the study contributes to the growing body of research linking
government interventions with firm-level international outcomes. Unlike previous studies that examined
export promotion as a monolithic concept, this research disaggregates its effects into risk and capability
dimensions, providing a more nuanced and actionable framework.

In conclusion, government export promotion programs can significantly enhance the international
performance of SMEs, provided they are strategically designed and holistically implemented. Emphasis
should be placed on building long-term capabilities and risk navigation tools, ensuring that SMEs are
not only encouraged to enter foreign markets but are also equipped to thrive in them. Future research
could explore sector-specific dynamics or cross-regional comparisons to deepen understanding and
refine policy recommendations.
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