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Abstract—The  presented paper aims to  reveal
internationalization barriers and motives of Lithuanian small
and medium size enterprises (SMEs). The perceptions of
internationalized and non-internationalized firms were assessed.
The present study applied a survey method of data collection.
Profit goals and networks are seen as the main drivers of
internationalization. However, intense competition abroad was
seen as the most significant factor, hindering expansion of firms.
The assessment of strengths revealed the difference between
internationalized and non-internationalized  firms. The
availability of advantageous products and services in domestic
markets was seen as important factor for internationalization.
The findings of the survey led us to elaborate implications and
policy measures.
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|. INTRODUCTION

Globalization, technological changes, intense competition,
fluctuating demand of consumers, economic and political
changes impact managers’ decisions to take greater risks and
to expand firms’ activities overseas. Internationalization of
firms is regarded as an important measure of competitive
performance at national as well as at regional level [38]. It is
widely recognized that internationalization contributes to the
growth of revenues of firms due to economies scale and scope,
manufacturing efficiencies, access to foreign technological,
marketing and management know-how [25].

Small and medium size enterprises (SMEs) play a
significant role in any country’s economy by contributing to
revenue generation and employment. Governments throughout
all the European Union strive to encourage SMEs to trade
internationally by developing policy measures [40]. The firms
are encouraged to trade internationally from the outset and to
increase their international expansion. Internationalization of
SMEs has attracted considerable attention of researchers in
recent years. The phenomenon has been investigated in the
strategy, international business and entrepreneurship areas.

A number of studies have investigated the factors and
barriers for internationalization [20], [23], [27], [31]. The
researchers agree that the expansion of firms to international
markets is restricted by a number of attitudinal, structural,
operational and other constraints, limiting the ability to
initiate, develop and sustain business abroad. Many challenges
of internationalization are associated with liability of
foreignness and newness [24]. These challenges are seen of
higher importance if the target market is dissimilar to the
domestic market and if new subsidiaries are established.
Hence, firms are fostered to acquire new resources and
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capabilities when entering a foreign market. Notably, smallness
is seen as disadvantage in internationalization, as SMEs often
lack resources (especially capital resources) and capabilities that
restrict possibility to capture business opportunities. Therefore,
resource constraints and resource commitments in the
conditions of environmental uncertainty are seen as the main
characteristics common to small firms [33].

The presented paper aims to reveal internationalization
barriers and motives of Lithuanian SMEs. In particular, it
seeks to explore approaches taken by internationalized and
non-internationalized firms. The paper is organized as follows:
In section 2 literature review on internationalization is
discussed; In section 3 different approaches towards the
barriers and motives are analyzed; In section4 the
methodology and the results of the survey which was carried
out in order to reveal SMEs perceptions about barriers and
motives are presented; The final part presents the conclusions.

Il. LITERATURE REVIEW ON INTERNATIONALIZATION

Various scholars have brought considerable understanding
of the SMEs internationalization phenomenon. However, in
comparison to internationalization of multinational firms,
SMEs internationalization is seen as a relatively new area of
research.

Some scholars claim that internationalization means a
changing state. Hence, the growth of a firm provides
background to internationalization and the concepts of
internationalization and growth are interrelated [2].
Meanwhile, some scholars state that “some features are unique
to internationalization or, at least, there are significant degrees
of difference between growth at home and growth
internationally” [32].

Initially, internationalization theories emphasized the
process, through which firms were increasingly involved in
international markets [16], [37]. The gradualist approach,
adopted by several proponents, emphasized sequential steps
through which firms become increasingly committed to and
involved in international markets.

Notably, the gradualist approach began to be increasingly
challenged at the beginning of 1990s [21]. Instead, some
scholars emphasized development of “networks of business
relationships in other countries through extension, penetration
and integration” [17], [15]. Hence, knowledge and
international networks have been investigated as main sources
of internationalization.

Despite the various views toward the definition of
internationalization, the author of this paper adopts the
approach that internationalization is the expansion of firm’s
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operations to foreign markets and agrees with the notion that
internationalization could result from punctual and
independent actions. On the other hand, the investigation of
the main internationalization approaches and models allow
revealing the complexity of the phenomenon.

Notably, internationalization studies are based on several
views toward internationalization, namely — stage, learning,
contingency and network approaches.

Initially, stage approaches aimed to explain the
internationalization process by the mode of entry to
international markets. The scholars, supporting this approach,
state that firms start with the mode of entry which requires the
least commitment of resources and with experience in the
market increase their commitment of resources to international
activities [3].

The shift of interest toward the learning theory encouraged
to adopt a view that internationalization is a dynamic process.
The Uppsala model assumes interaction of gradual acquisition
of knowledge and the resource commitment to the foreign
markets, market commitment and decisions to commit
resources [16]. The model has emphasized the relevance of
psychic distance in international business decisions.
According to Johansson and Vahlne, the psychic distance
concept was defined as “the sum of factors preventing the flow
of information from and to the market” [16]. Therefore, the
firms start their internationalization in nearby markets via an
intermediary and then could be followed by some form of
production abroad.

Meanwhile, the contingency approach to
internationalization assumes that the firm evaluates and
responds to any opportunity as it occurs, regardless of whether
the market is close in psychic distance terms or whether an
advanced mode of entry is required [28].

Network approaches emphasize the role of linkages and
relationships in the internationalization process [15], [4]. The
scholars assume that internationalization takes place in three
ways: through creating relationships with partner in new
countries; through rising commitment in already established
foreign networks; and through integrating their positions in
networks in various countries. Hence, the success of the firm
in entering new markets depends on its position in the network
and relationships within current market.

In a contemporary research, different approaches toward
internationalization are seen as complimentary views where a
combination of views is preferred “since it is difficult to
investigate internationalization using only one approach” [14].
The stage approach is being increasingly combined with
network approach and foreign direct investment theory
(including transaction cost analysis) [5], [18]. Meanwhile,
other scholars integrate process models, innovation models,
network approach, resource-based view and international
entrepreneurship theory [32].

I1l. BARRIERS AND MOTIVES OF INTERNATIONALIZATION

The expansion to international markets is restricted by a
number of attitudinal, structural, operational and other
constraints, limiting the ability to initiate, develop and sustain

business abroad. It has been highlighted by several scholars
that the barriers to entry are significantly higher for SMEs than
for larger firms [13]. The main underlying premise adopted by
scholars is that SMEs often lack resources and capabilities that
restrict the possibility to capture business opportunities.
Meanwhile, Fillis states that these barriers alone “are not
enough to act as preventative measures to stop the firm
entering and progressing through the various stages of
internationalization” [9]. However, the aim to understand
these constraints and to propose appropriate political measures
has attracted significant consideration of researchers.

Notably, some scholars distinguish exogenous or
endogenous barriers to entry [29]. Exogenous barriers are
related to the underlying market conditions and firms are not
able to control these barriers. Meanwhile, endogenous barriers
are created by incumbent firms through their strategies and
market behaviour. Notably, external impediments are
marketing activities by competitors in overseas markets and
perception of higher risk in overseas markets, knowledge of
the market and how it operates, cost issues, lack of export
training and government assistance [19]. Finally, the most
important external incentives are availability of export
incentives from government, overseas demand factor, fall in
domestic demand or excess capacity and reduction in costs of
production [19].

The scholars, aiming to explain different barriers to entry as
well as motives, adopt resource-based view (RBV),
knowledge based view (KBV) and network theory.

The proponents of RBV assume that: 1) firms are bundles
of resources; 2) firms within an industry are heterogeneous in
the resources they control; 3) these resources may not be
perfectly mobile across firms [30], [1]. Hence, the firm can
achieve sustainable competitive advantage both in domestic
and overseas markets by acquiring and developing resources
that are valuable, unique, non-tradable, rare, non-substitutable
or non-imitable [6]. On the contrary, the firm, which does not
accumulate such resources is seen as disadvantageous in
comparison to other firms and has limited possibilities to
expand abroad.

Building upon previous theoretical studies, researchers
conclude that resources and capabilities acquired by an
entrepreneur have an important impact on the ability to enter
foreign markets [38]. Therefore, the assumptions based on
RBV have led to a range of factors that encourage some
owner-managed firms to export goods and services abroad.
For instance, the entrepreneur can provide general human
capital in the form of his own experience and education.
Further, management know-how, namely, the central resource
of the firm contributes to the ability to identify and select the
most suitable partners, investors and advisors. The industry
knowledge accumulated by the entrepreneur in other work
places contributes to the development of relationships with
suppliers and customers. Finally, the ability to obtain the
necessary financial resources increases the possibilities of the
firm to enter new markets. The research carried out by
Westhead, Wright and Ucbasaran has confirmed that
businesses with older principal founders with more resources,
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denser information and contact networks, and considerable
management know-how are significantly more likely to be
exporters [38].

According to Gassmann and Keupp, the resources of the
“born-global” SMEs are reduced to a single (intangible) one,
namely, knowledge [10]. Hence, taking into consideration
environmental constrains the traditional RBV could explain
partly the phenomenon of internationalization. The limitations
of RBV have shifted the attention of scholars to KBV.
Scientific works developed by Grant and other researchers
assume that resource and capability advantage are likely to
derive from superior access to and integration of specialized
knowledge [12]. Hence, the main assumptions adopted by
proponents of KBV are: 1) knowledge accounts for greater
part of value-added and 2) barriers to the transfer of
knowledge highlight the strategic significance of knowledge.
Mejri and Unemoto suggest that the lack of tangible resources
has to be compensated by intangible resource, that is
knowledge, or it will be difficult to compete [26]. Hence, the
scholars assume that internationalization is the result of market,
network, cultural and entrepreneurial knowledge. Market
knowledge is seen as critical for the pre-internationalization
phase of the firm. Meanwhile, cultural knowledge, network
knowledge and entrepreneurial knowledge contribute to the
formation of experiential knowledge, which is considered as
being critical for further involvement into foreign markets.
Therefore, knowledge based perspective let us assume that the
lack of market, network, cultural and entrepreneurial
knowledge hinder possibilities of the firm to expand overseas.

The network theory assumes that interaction of various
actors, activities and resources influences the firm’s expansion
in a foreign market. On the other hand, it is common to
develop networks among firms with the same technological,
market and production characteristics. The research carried out
in emerging markets conclude that the firms affiliated to the
networks could gain a critical source of knowledge for
internationalization from current international activities taking
place in the networks. Meanwhile, access to such knowledge
will facilitate the acquisitions of business and institutional
knowledge compatible with the firms’ internal resources and
competencies [8]. Hence, the notion exists that the major
obstacle in internationalization is the liability of outsidership,
i.e., is being or not being part of a network [21].

IVV. METHODOLOGY AND RESULTS

The above discussion leads to several research questions.
The first relates to the barriers and motives impacting
internationalization of Lithuanian SMEs. The second relates to
the accumulated resources and capabilities, impacting the
position in the domestic market.

SMEs form “the backbone” of the EU economy -
accounting for 99.8 % of non-financial enterprises in 2012 [7].
Notably, similar situation is observed in Lithuania (Table 1).
SMEs play a significant role in growth and development of
Lithuania’s economy. On the other hand, statistical data
presented in Table 1 indicate that Lithuanian SMEs tend to be
larger than in the EU [34].
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Notably, Lithuanian SMEs are most likely to be active in
trade, which accounts for 47 % of Lithuanian SMEs, against
EU average 30 %. However, their contribution to the
employment and value added is lower than the EU average.
Hence, the assumption is raised that they are mostly active in
small scale trade.

TABLE |
SMALL AND MEDIUM-SIZED ENTERPRISES IN LITHUANIA

Number of enterprises Value added
Lithuania EU27 Lithuania EU27
Number | Share | Share ([Bill. EUR| Share | Share
Micro 91838 87.6% (922% |1 121% |121.2%
Small 10742 |10.2% [6.5% 2 21.9% |185%
Medium-sized |2 050 2% 1.1% 3 29.4% |18.4%
SMEs 104630 |99.8% [99.8% |6 63.4% |58.1 %

Meanwhile, Lithuanian SMEs engaged in services represent
only 32 % (the EU average 45 %), but their contribution to
value added is higher than in the EU (respectively 41 % and
43 %). To conclude, these firms are more productive than
similar firms in the EU. Finally, the percentage of Lithuanian
SMEs engaged in high-tech manufacturing or knowledge-
intensive services is much lower than in the EU [34].

The present study applied a survey method of data
collection. The data were collected using a questionnaire. The
questionnaire contained several parts. Three sections of the
questionnaire cover the assessment of motives and barriers for
internationalization and accumulated resources and capabilities
in the form of questions using the 5-point Likert scale. The last
section includes information of company’s profile (e.g.
internationalization mode, geographical markets etc.). The
questionnaire was sent to 200 SMEs in 2013. Firms in the
sample were selected randomly. The survey resulted in
77 responses. The number of the completed questionnaires
was 45 which is a response rate of 58 % internationalized
SMEs and 32 which is a response rate of 42 % non-
internationalized firms. Cronbach’s alpha coefficient was used
to check the reliability of the questionnaire. The calculated
Cronbach’s alpha was higher (respectively 0.75 for
internationalized and 0.611 for non-internationalized firms)
than the minimum acceptable amount [11]. Therefore the
reliability of the questionnaire dimensions was verified.

The distribution of respondents according to firm’s size was
as follows: from micro firms (respectively 24 % of
internationalized and 53 % non-internationalized firms), small
firms (respectively 42 % from internationalized and 34 %
from non-internationalized firms) and medium-size firms
(respectively 34 % from internationalized and 13 % from non-
internationalized firms). Taking into consideration the fact,
that all firms had fewer employees than 250, we can draw the
conclusion that firms can be defined as SMEs.

Out of 77 respondents 17 % indicated that they were
currently the owners, 39 % — managing directors and 44 % —
line managers. Internationalization of SMEs is seen as
essential strategic decision of the firm. Hence, managing
position of respondents allows considering them as key
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informants. Notably, the same participants were surveyed in
other studies [35]. 78 % of respondents in the sample had a
university degree (respectively 38 % had a master’s and 40 % —
a bachelor’s degree). The distribution of the surveyed firms
according business was as follows: 30 % of all respondents
represented manufacturing, 36 % — trade and 50 % — service
sector. Notably, some respondents indicated that their firms
were involved in more activities that one.

Taking into consideration that the mode of internationalization
is an essential strategic decision for gaining appropriate
resources and market position, questions, relating to the
operational modes, derived from the stage theory were
included in the survey instrument. The obtained results proved
the prevailing assumption in scientific literature [36], [39] that
firms aim to internationalize through export activities (62 % of
internationalized firms) because exporting is the cheapest and
quickest way of internationalization. Meanwhile, own
investment abroad was selected only by 4 % of respondents.
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Fig. 1. The mode of internationalization (%).

The data presented in Fig. 1 allow to conclude that firms
operating in the market longer adopt more advanced forms of
internationalization. On the other hand, the findings of the
research demonstrate that SMEs do not tend to be involved in
any (significant) investment and risk and correspond to other
findings [33].

Taking into consideration the assumptions of Uppsala
model, respondents were asked to indicate the countries of
internationalization. The responses of internationalized firms
confirm the relevance of psychic distance in international
business decisions [16]. To conclude, Lithuanian SMEs
internationalize into neighbouring countries, namely Latvia
(30 % of respondents), Estonia (21 % of respondents) and
Poland (14 % of respondents). Meanwhile the data presented
in Fig. 2 allow to conclude that the firms operating in the
market longer tend to expand geographical scope.
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Fig. 2. Countries of internationalization (%).

Striving to assess the main motives for internationalization,
the internationalized firms were asked to evaluate external and
internal motives. Taking into consideration assumptions about
external motives [19], the respondents were asked to assess:
the size of Lithuanian market, competition in domestic market,
proximity to customers and suppliers, technological changes in
industry, similarity of foreign market and unfavourable laws.
Meanwhile, internal motives included profit goals, availability
of labour, availability of unique product/technological
competence, investment goals, personal relationships and
networks abroad and desire to reduce risk. The obtained
results are presented in Table II.

TABLE Il
EXTERNAL AND INTERNAL MOTIVES OF INTERNATIONALIZED FIRMS

External ar_1d internal Mean Std. deviation| Variance
motives
Statistic |Std. Error|  Statistic Statistic
Small Lithuanian market |3.8000 [.20986 |1.40777 1.982
Competition in domestic |3.5111  [.20256  |1.35885 1.846
market
Proximity to customers  |3.,2889 [.21467  |1.44005 2.074
and suppliers
Technological changes in [2.6000 |.21649 |1.45227 2.109
industry
Foreign market is similar |2.6000 [.22563 |1.51357 2291
to Lithuanian market
Unfavourable laws 2.0889 [.17645 |1.18364 1.401
Profit goals 4.8000 |.06030 |.40452 164
Availability of skilled 3.6444 119373  [1.29957 1.689
labour
Auvailability of unique 3.6889 |.19022 |1.27604 1.628
product/technological
competence
Investment goals 3.4889 |.19752 |1.32497 1.756
Personal relationships and 3.8222  |.17200 |1.15383 1.331
networks abroad
Desire to reduce risk 29111 |.19803 |1.32840 1.765
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To conclude, the most important internal motives impacting
internationalization of Lithuanian SMEs are profit goals (mean
4.8, Std. deviation 0.40452) and personal relationships and
networks (mean 3.8222, Std. deviation 1.15383). On the other
hand, the least important motives are desire to reduce risk
(mean 2.9111, Std. deviation 1.32840) and unfavourable laws
(mean 2.0889, Std. deviation 1.18364).

When evaluating the external and internal barriers of SMEs
internationalization, it was taken into consideration that the
SMEs are less competitive in comparison with large firms.
The external barriers were perceived as stemming from
foreign environment. Hence, such barriers as inaccessible
market information, bureaucracy, intense competition abroad,
foreign government restrictions and differences in consumer
habits were evaluated. Notably, internal barriers included in
the survey were as follows: start-up costs, limited financial

internationalized firms are spread out over a large range of
values, which represents bigger diversity of answers.

The resources and capabilities accumulated by firms in the
domestic market influence competitive position and play a
significant role in the internationalization process [40]. Hence,
the respondents were asked to assess their strengths in
comparison to current competitors. Taking into consideration
assumptions of RBV, KBV and network theory respondents
were asked to assess marketing efficiency, advertising
efficiency, marketing control, information about customers
and suppliers, products/services, pricing, relationships with
customers, relationships with suppliers, collaboration with
other firms, inclination to risk, search for new opportunities.
The findings are presented in Table V.

TABLE IV
STRENGTHS OF FIRMS

resources, limited management skills, lack of marketing —— NP ———
knowledge, communication issues. The obtained results of the Strengths of firms n emSaI\;IOEn: 1z on-in gr,{‘AaE'SO”a 1z€
survey are presented in Table I11. . -
TABLE Il Mean Deviation Mean Deviation
BARRIERS OF INTERNATIONALIZATION More efficient marketing |3.3111 1.16428 |3.4063 1.29164
Barriers of Internationalized Non-internationalized More effective advertising|2.7778 1.39624 |2.9688 1.35562
internationalization SMEs SMEs Marketing control 32667  |130384 |32188  |1.12836
y 5 S.tdt'. " 5 S.tdt'. Information about 42889 84267 |3.9688  |.96668
ean eviation ean eviation customers and suppliers
Inaccessible market 21556 1108619 |2.7500  1.34404 Products/services 45111  |.62603 |4.313 09950
information —
Bureaucracy (long 30222 |1.32268 [3.4063  |1.21441 Pricing 39333  |109545 |38750  |1.09985
administrative procedures, Relationships with 4.1778 1.09314 |4.1250 .97551
laws and regulations) customers
Intense competition 4.2000 94388  (3.8438 1.41671 Relationships with 4.2667 1.00905 |3.9063 1.20106
abroad suppliers
Foreign government 2.8667 1.40777 |3.0000 1.34404 Collaboration with other |3.6667 1.16775 |3.8438 1.01947
restrictions firms
Differences in consumer |3.4222 1.40598 (3.1875 1.40132 Inclination to risk 3.9333 1.00905 |2.9375 1.18967
habits and standards Innovations 39556  |92823 |35038  |1.38795
Start-up costs 87111  |139190 [37500  |1.24434 Search for new 43778 86047 |43125  |.89578
Limited financial 3.2667 1.37179 |3.8125 1.28107 opportunities
resources
Limited management 25111 132497 |2.9688 144768 The responses of the respondents led us to reveal that
skills products/services (mean 4.5111, Std. deviation 0.62603),
Lack of marketing 2.6889 1.27604 |3.0625 1.36636 search for new opportunities (mean 4.3778, Std. deviation
knowledge 0.86047) and information about customers and suppliers
Communication issues ~ [2.5778 1.65816 |2.5625 1.45774 (mean 4.2889, Std. deviation 0.84267) are the main strengths
(foreign language) of internationalized firms. Meanwhile, the responses of non-

Notably, the responses of internationalized and non-
internationalized firms differ significantly. To conclude, the
most important barrier for internationalization of the
internationalized Lithuanian SMEs is intense competition
abroad (respectively, mean 4.2, Std. deviation 0.40452). On
the other hand, the least important motive is inaccessible
market information (mean 2.1556, Std. deviation 1.086619).
This can be explained by the probability that the information
barriers decrease as internationalization experience increases
[22]. Meanwhile, non-internationalized firms emphasise intense
competition abroad. However, the responses of non-
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internationalized firms revealed that search for new
opportunities (mean 4.3125, Std. deviation 0.89578),
products/services (mean 4.0313, Std. deviation 0.99950) and
information about customers and suppliers (mean 3.9688, Std.
deviation 0.96668) are seen as the main strengths.

V. CONCLUSION

The study aimed to gain deeper understanding of
perceptions of internationalized and non-internationalized
Lithuanian SMEs. The obtained results shed some light on
motives to internationalize. Profit goals and networks are seen
as main drivers of internationalization. However, intense
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competition abroad is seen as the most significant factor
hindering expansion of firms. The assessment of strengths led
us to reveal the difference between the internationalized and
non-internationalized firms. The availability of advantageous
products and services in domestic markets is seen as important
factor for internationalization.

Taking into consideration findings of this study different
proposals can be elaborated.

First of all, some barriers of internationalization such as
intense competition or lack of information can be overcome by
forming business networks allowing to acquire limited
resources and to benefit from the size of networks. The
formation of networks expedites the internationalization
efforts of SMEs and improves their success rate. The
development of advantageous products or services has to be
considered as the priority of entrepreneurs aiming to expand in
both national and international markets.

Finally, government support policy should take into
consideration the capacity of firms to internationalize. Hence,
different support measures should be differentiated by
targeting specific clusters of SMEs from trade, service and
manufacturing sectors. For instance, additional assistance of
government in internationalization process of SMEs,
representing knowledge-intensive and high tech industries,
should be developed. The information about international
networks and possibilities to cooperate with foreign firms has
to be provided more intensively. Notably, different support
measures should facilitate overcoming of such barriers as
limited financial resources and bureaucracy.

The limitations of the presented study are associated with
the small sample size. Hence, further research should
concentrate on a deeper analysis of differences between
business sectors.
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