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1. Topic 

 

Challenges of sustainable rural enterprise development in North, Sri Lanka 

 

2. Aim 

Eight years after the end of a devastating civil war, Sri Lanka's Northern Province lags behind the 

rest of the country on economic development, and the catch-up process is proving long and tough. 

Even having finished the war, there is no remarkable progress in the development of rural enterprise 

in North, Sri Lanka 

In the years following the war's end in 2009, nominal GDP growth for the province surged more 

than 20 percent, reflecting increased income-generating activities, according to the Sri Lankan 

central bank. But growth slowed to 8.3 percent in 2014, the latest data available. While 8 percent 

may still seem high, economists attribute it to the low base effect. For 2014, the area contributed 3.6 

percent of Sri Lanka's overall GDP, the lowest among the country's nine provinces. 

Some of the most important challenges that can be pointed out are: lack of access to capital and 

facilities, problems in supplying goods and services, emphasis on an industry or particular business, 

low possibility risk in villages, poor knowledge of marketing including value chain, difficulties of 

accessing information and lack of supporting organizations. Review and analysis of rural 

entrepreneurship in order to achieve sustainability 

 

Thus, the main intension behind this research is to analyze the challenges of sustainable rural 

enterprise development in Northern Province, Sri Lanka. In addition, researcher strives to find out 

the severity of problems confronted by Northern rural entrepreneurs after civil war. Field area is 

Northern Province has been affected by 30 years prolonged civil war.  

 

3. Methodology 

 

In the Sri Lankan context, the SME policy framework defines SMEs based on the number of 

employees and annual turnover.  

 

Size / Sector Criteria Medium Small Micro 

Manufacturing 

Sector 

Annual turnover Rs. Mn. 251 - 750 Rs.Mn. 16 -250 Less than Rs. Mn. 

15 

No.of Employees  51 - 300 11-50 Less than 10 

Service Sector Annual turnover Rs. Mn.251 -750 Rs.Mn.16-250 Less than Rs. Mn. 

15 

No.of Employees  51 -200 11 – 50 Less than 10 

Source: National Policy Framework for Small Medium Enterprise (SME) Development, p.4 

 

In this study, establishment which has less than 10 employees is defined as a micro or rural 

enterprise. To explain the general overview of SMEs of Sri Lanka, secondary data were also used in 

the study. The data were garnered from war affected districts of Sri Lanka in the Northern Province 
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consisting of 100 entrepreneurs using a random sampling technique. Advanced statistical analyses 

were employed to dissect the collected data.  

 

Research scope in this study is the investigation of sustainable rural entrepreneurship with 

following questions. 

 How can sustainable rural entrepreneurship as a strategic factor have a role in development? 

 What are the effective factors, barriers and constraints available in rural entrepreneurship? 

 

4. Contribution  

 

Rural entrepreneurship can be considered as one of the solutions to reduce poverty, migration and 

develop employment in rural environments. In this study, the necessity of sustainable 

entrepreneurship, the effective factors and the barriers to entrepreneurship in rural area will be 

described. In this regard, a model has been considered to create a sustainable rural entrepreneurship 

area by establishing a logical connection between the effective factors in entrepreneurship. 

 

Entrepreneurial environment has been defined as an important factor in entrepreneurship 

development in certain areas. Entrepreneurship activity can be formed in rural population under 

different factors such as personal characteristics and motivation, training, culture and custom, laws, 

polices and technical knowledge; it can have different effects in regard to behavioral, economic and 

social partners and etc.  Therefore, based on opportunities and obstacles facing rural entrepreneurs, 

these factors can lead entrepreneurs to high success. Primary emotions and motivation, excitement, 

enthusiasm, interest and commitment can be the key fir their success.  

 

By an overview, four factors contributing to of sustainable rural enterprise development have been 

identified using factor analysis and they were named: Economical factors, Social factors, 

environmental factors and institutional factors.  

 

The findings have contributed to extant literature in the unique perspective of a neglected country-

cultural milieu. Further this study is alarming the needs and roles of the Government and donors for 

a sustainable rural enterprise development. The aspects discussed in this research would pave the 

way towards economic development of emerging countries in toto. Needless to say, this study 

would be a springboard for future researchers in the sphere of rural enterprise development and in 

addition, those who are interested in developing their business in the same region can acquire 

valuable information and knowledge about SMEs. 

 


