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ABSTRACT 
 

Using data from a survey of a stratified random sample if 900 internationalising firms 
carried out in 2008 this paper examines the barriers to internationalisation faced by 
young innovative SMEs. The results indicate that young technology intensive firms 
are more likely than non-innovative firms to report barriers to internationalisation. 
When compared to the whole sample, young innovative SMEs are significantly more 
likely to experience difficulties in obtaining basic information about doing business in 
an overseas country, and with the costs of doing business overseas. Factor analysis 
suggests that young, innovative SMEs which internationalise through non-traditional 
modes differ with regard to their perceptions of barriers to internationalisation from 
those who sell directly to customers overseas. 
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The Internationalisation of Young, Innovative SMEs 
 

 
INTRODUCTION 

 
Within the body of literature concerned with international entrepreneurship, a 
growing area of research has emerged as a result of the recognition that some young 
firms internationalise at a very early stage of their development (Oviatt and 
McDougal, 1994, Knight and Cavusgil, 1996). A range of terms have been coined to 
describe this phenomenon including ‘Born Global’ (Knight and Cavusgil, 1996, 
Chetty and Campbell-Hunt, 2003). Born Globals tend to be innovative (Harris and Li, 
2007), and their knowledge intensive nature is thought to enable early and rapid 
internationalisation (Morgan-Thomas and Jones, 2009). Many such firms are in high-
technology sectors, hence, these firms are the focus of a number of studies concerned 
with rapid internationalisation (Burgel and Murray, 2000; Spence and Crick, 2006; 
Bell et el, 2004).  
 
This study contributes to the literature by investigating the barriers to 
internationalisation faced by these young, innovative small and medium sized 
enterprises (SMEs) using a newly available dataset.  In recognition of the evidence 
that firms do not enter overseas markets exclusively by selling directly (Burgel and 
Murray, 2000, Crick and Jones, 2000), this research encompasses a range of modes 
such as selling via agents and distributors, licensing, franchising and other contractual 
arrangements and, overseas sites i.e. Greenfield or Brownfield investments.  
 
Technology intensity has a positive effect on the overall export performance of a 
nation (Ferragina and Pastore, 2007). This occurs in response to innovation which acts 
on both the intensive and extensive margins of trade, the effect of which is stronger 
for technology-intensive industries (Chen, 2008). Hence, if young, innovative 
technology intensive firms internationalise, this can aid export performance. At firm 
level, internationalisation may develop the dynamic capabilities of a firm, leaving it 
more nimble and adaptable (Sapienza et al, 2006). This may assist firm survival in 
difficult conditions, which is particularly pertinent in the current economic downturn. 
The potential for internationalisation to assist firms in such conditions is indicated by 
51% of a sample of UK-based exporters reporting that they have benefited from 
sustained economic growth or increasing demand in overseas markets during the past 
year (OMB, 2009).  
 
The internationalisation of innovative firms enables these firms to enter a virtuous 
cycle of R&D and international activity. A relationship between R&D and exporting 
has been identified amongst firms that have achieved the initial public offering stage 
of their lifecycle. Further analysis of this relationship suggests that as R&D 
expenditures increase, so do international sales and, as international sales increase, so 
does R&D, albeit to a lesser extent (Filatotchev and Piesse, 2009). This suggests that 
R& D and international activity are mutually reinforcing. Other studies have also 
observed a relationship between R&D and exporting although the direction of 
causality has not been determined (Harris and Li, 2006). It appears that the interaction 
between the two may occur in such a way that R&D leads to an innovation which is 
then exported, raising the revenues of the firm. These revenues are then reinvested in 
the firm for further R&D, leading to innovation and more overseas sales which is 



 3 

identified by a fall in R&D intensity as sales increase relative to R&D spending 
(Harris, 2008). Surveys provide further evidence that exporting can assist firms and 
potentially increase revenues by increasing the commercial life span of products and 
services, and enabling a level of growth to be achieved which would otherwise not 
have been possible (OMB, forthcoming). Qualitative evidence supports this view that 
increased sales generated from overseas activity provide resources for further product 
development (OMB, 2007).  
 
The observed effects of internationalisation on innovation seem to occur through 
various channels. Exporting provides a conduit through which firms learn (Crespi et 
al, 2008), leading to innovation (Salomon and Shaver, 2005). Around 1 in 5 exporting 
firms report that entering international markets has enabled them to gain new ideas 
about products. Of these, some indicate that as a result, they have gained new ideas 
about services, techniques or technologies; while others have made improvements to 
products or services, or to processes or management practices; a further group of 
firms report having made improvements to their new product development strategy 
(OMB, 2009). It appears that in some cases these influences of internationalisation 
have been brought about by customers who request improvements or amendments to a 
product or services eg through customer feedback. For some firms, the exposure to 
new competitors that occurs when they internationalise may lead them to attempt to 
take on board the best features of the offerings of competitors. Alternatively, they 
may redesign their offering in order to differentiate their product or service from the 
rest of the market (OMB, 2007).   
 
Given that internationalisation can have these beneficial effects on innovation and 
firm survival, it offers a useful conduit for young, innovative firms to further develop 
their products or services through further innovation and R&D and to increase their 
sales by reaching overseas markets. However, barriers to internationalisation exist 
(Fleiss, 2007, Gallup, 2007). These can act to inhibit some of these firms from 
internationalising and obtaining the associated benefits. This paper attempts to further 
awareness and knowledge of the types of barriers to internationalisation faced by 
young, innovative SMEs, with a particular focus on how these are perceived by firms 
which are internationalising by selling direct, and those which use other modes. 
 
The next section explores the existing research relating to barriers to 
internationalisation. This is followed by a description of the data used in this study 
and the methodology used in the analysis. The subsequent section provides the results 
of descriptive analysis and factor analysis of the barriers which were explored. The 
paper concludes with a discussion of the results which draws on relevant qualitative 
research.  

 
Barriers to Internationalisation 

 
Existing research and surveys on exporting identify several types of barrier faced by 
firms which seek to export. These can be broadly categorised as being resource 
barriers, information and network barriers, and legal and procedural barriers. 
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Resource Barriers 
Resource barriers include those which relate to finance, management time and other 
resources available to the firm. When questioned in relation to the barriers to 
internationalisation which they face, firms will tend to indicate that finance represents 
an important barrier, for example, a lack of working capital (Fleiss, 2007; or a lack of 
capital (Gallup, 2007). However, the financial status of firms prior to exporting has 
not been found to determine whether a firm will export (Greenaway et al, 2007). This 
suggests that the barriers may not actually be of a financial nature despite being 
perceived as such. In addition to financial constraints, firms report resource barriers 
such as a lack of management resources (Gallup, 2007); exchange rates and foreign 
currency, and the marketing costs associated with doing business in overseas markets 
(Kneller and Pisu, 2006).   
 
Providers of support services to internationalising firms give a different perspective 
on resource barriers encountered by firms. They suggest that human capital and 
absorptive capacity hinder internationalisation efforts (Zucchella, 2009). This is 
reinforced by exporters being found to have higher absorptive capacity than non-
exporters (Harris and Li, 2006).  
 
The transaction cost approach to internationalisation posits that a market or mode of 
internationalisation will be selected that minimises transaction costs, such costs will 
include searching for information and contacts in possible markets. These costs may 
be reduced if the information can be obtained via informal networks (Osarenkhoe, 
2008). Thus there are links between resource barriers and the role of information and 
networks in the internationalisation process. 
 
Information and Networks 
When seeking to internationalise, firms require information about potential markets, 
buyers, sellers, products, prices, demand etc. The types and sources of information 
used vary between firms. Informal networks provide a useful channel through which 
firms obtain information (Jones and Crick, 2004; Komulainen et al, 2004). This may 
extend to providing introductions to potential business partners overseas (Komulainen 
et al, 2004). Thus, there is interlinkage between information and networks, and hence 
between information and contacts barriers which are reported by firms. What is more, 
firms which operate in international networks may find it easier to extend their 
overseas activity through these channels than firms whose networks are more 
domestic in orientation (Osarenkhoe, 2008).  
 
The existence of network barriers is evidenced through econometric work which 
highlights that these barriers are higher for differentiated goods than for homogenous 
products (Rauch, 1999). This suggests that technology intensive, and, thus, 
innovative, firms are more likely to face network barriers than firms that trade in 
lower technology, less differentiated goods. Both social and business networks have 
been found to affect the strength of the border effect on trade (Combes et al., 2003). 
This is further evidenced by bilateral trade patterns being influenced by historical ties 
and language (Amador and Opromolla, 2008) 
 
The types of information and network barriers which have been identified through 
surveys include: lack of knowledge of foreign markets (Gallup, 2007); limited 
information to locate/analyse markets, inability to contact potential overseas 
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customers and identifying foreign business opportunities (Fleiss, 2007); obtaining 
basic information about an export market, Identifying who to make contact with  in 
the first instance, building relationships with key decision makers and establishing an 
initial dialogue with prospective customers (Kneller and Pisu, 2006).  
 
Procedural 
Barriers of this variety which are reported by exporters include: dealing with legal, 
financial and tax regulations and standards (Kneller and Pisu, 2006), regulations in 
other EU and non-EU countries (Gallup, 2007). These regulations include product 
standards, compliance procedures, patent and trademark issues (Fleiss, 2007). 
Transaction cost theory posits that in response to differences in legal system 
internationally, firms will seek markets in which the legal system is based on one 
similar to their domestic market in order to minimise barriers to entering overseas 
markets (Coeurderoy and Murray, 2005).  
 

Research Focus 
 
Most of the existing evidence on barriers focuses on exporting with limited evidence 
on the barriers faced by firms which internationalise by other modes. This research is 
therefore exploratory in nature.  
 
Extrapolating from the literature cited above on barriers to exporting; the observation 
that some young technology intensive firms internationalise using modes such as 
selling through agents and distributors, joint ventures etc (Bell et al., 2004); and that 
modes may be selected as a means of overcoming some of the barriers faced by 
selling direct, but could produce challenges of their own, we develop the first 
hypothesis: 
 
H1 Young, innovative firms differ from the population of all internationalised firms in 
terms of the number and type of barriers that they face. 
 
The use of different modes of internationalisation by young innovative firms may be 
as a result of a strategy to overcome barriers faced when using more traditional modes 
such as selling direct. This could result in differences in the way that barriers are 
perceived according to the mode used: 
 
H2 There is a difference in the way that barriers are perceived by young, innovative 
firms which sell direct in overseas markets and those that internationalise using other 
modes. 
 
Among innovative firms, it is likely that the protection of intellectual Property (IP) 
may raise difficulties and influence the choice of mode of internationalisation. This 
leads to a final hypothesis to be explored through qualitative interviews. 
 
H3 The choice of mode of internationalisation can be driven by its ability to deal with 
issues related to protection of Intellectual Property.  
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Methodology 
 
Data were collected through a telephone survey of a stratified random sample of 900 
firms which were either active in overseas markets or were intending to enter overseas 
markets in the next year. The sample was stratified by age of firm, with roughly equal 
numbers of firms that were aged up to 5years, were 6-10 years old and over 10.  
Respondents were randomly selected using a Dun and Bradstreet-based list. The list 
was refined by eliminating sectors at the level of 2-digit SIC codes for which analysis 
of the Community Innovation Survey (CIS) indicated that the proportion exporting 
was low. In addition, some sub-sectors were eliminated on a common-sense basis eg 
sub-post offices from SIC code 64 (post and telecommunications).  
 
Overall, in order to achieve one interview, approximately 25 firms were contacted. 
This was due to the need to call several firms before finding one which met the survey 
criteria. The introduction and screener for the survey indicated that the survey was 
being conducted on behalf of UKTI. It is therefore possible that respondents who 
were aware of UKTI were more likely to agree to participate in the survey, this may 
have created a slight bias in the survey sample.  
 
The survey was developed through reviewing relevant academic literature to ascertain 
the drivers and barriers of internationalisation and refining these questions using 
semi-structured interviews with internationalising firms. The resulting quantitative 
survey was piloted before going into the field. Interviews were carried out using 
Computer Aided Telephone Interviews (CATI). Each interview lasted for an average 
of 19 minutes. The interviews took place in August/September 2008. 
 
The interviews covered a range of topics including: choice of mode of 
internationalisation, selection of overseas market, barriers to internationalisation, and 
the profile of the firm, including innovation. 
 
Defining Young, Innovative SMEs 
 
From the sample of 900 firms, a sub-sample of young, innovative SMEs was 
identified for analysis. These were defined as firms with less than 250 employees 
which had been established for no more than 5 years and which were classified as 
being innovative or if they held patents or trademarks in the UK or overseas.  
 
For the purposes of this study, firms were classified as innovative if they either: 

• Had more than one employee engaged either wholly or partly in R&D activity 
and had more than one employee engaged either wholly or partly in new 
product or service development or; 

• Had employed someone external to the business to conduct new product or 
service development activity during the previous year or; 

• Derived some of their turnover from products or services which had been 
introduced in the previous 3 years. The latter only applied to firms which had 
been established for at least 2 years or;  

 
 
This definition of innovation was derived through an iterative process in which an 
attempt was made to follow the questions used in the Community Innovation Survey, 
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taking into account the constraints of the level of detail of data that can be obtained by 
telephone survey as opposed to a postal survey. The definition used here to define 
young, innovative firms differs from definitions which have been applied to Born 
Globals such as the proportion of sales accounted for by exports, the number of 
markets or a measure of the extent to which these are global (Gabrielsson et al, 2008). 
 
Drivers of internationalisation 
 
Within the questionnaire, respondents were asked about their selection of a market in 
which to internationalise. These questions were developed through previous surveys 
(OMB, 2008c) and from observations that serendipity and networks can be important, 
(Crick and Jones, 2000) as well as analytical approaches. A Likert scale was used 
were 5 meant that a statement was completely applicable, and 1 that it was not at all 
applicable.  In total 5 statements were provided these were: 

1. We had received an approach from someone in the market 
2. It had been suggested to us by someone external to the company that the 

market might be an opportunity for us 
3. There was someone in the company who had experience of the market 
4. We had been considering a number of countries at the time and decided to 

focus on the market 
5. We had identified internally that the market offered a potential opportunity for 

us 
 
For analytical purposes, firms which provided a rating of 4 or 5 for the first statement 
but did not score higher than a 2 for any of the other statements were classified as 
being ‘Solely reactive’. That is, that they responded only to an approach and none of 
the other factors were involved. 
 
A second group was called ‘Serendipity and Networks’ which applied to firms which 
provided a rating of  4 or 5 to 1, 2 or 3. ‘Independent Analysis’ was the termed coined 
for cases where a rating of 4 or 5 had been given to statements 4 or 5.  
 
Measuring barriers to internationalisation  
 
In the questionnaire, barriers were captured using two types of questioning1

 

. In the 
first instance, respondents were asked directly about their own experience when 
entering a specific market using a specific mode of internationalisation. These 
questions were asked in reference to the ease of entering the market eg the ease of 
finding contacts and were asked to rate different statements on Likert Scale in which 1 
was very easy and 5 was very difficult. The following questions were asked in 
reference to either their most challenging market or the most recent market that they 
had entered.  

In the second set of questions, a projective technique was used in which the 
respondent was asked how difficult it might be for a firm in a similar situation to enter 
the same market. Again, a Likert scale was used where 1 was not difficult at all and 5 
was very difficult. This projective technique was used to try to overcome the biases 

                                                
1 The full questionnaire is available in the appendix of OMB (2008a). 
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that sometimes result from direct questioning which occur when respondents do not 
necessarily admit to having experienced difficulties. 
 
The barriers faced in internationalising vary by mode. Thus, there were a core group 
of questions which were relevant for all modes while others were specific to certain 
modes. Factor analysis was carried out twice on the data belonging to the sub-sample 
of young, innovative SMEs. This was carried out first using the responses to the 
barriers questions for these SMEs which exported by selling direct, and secondly, for 
those who internationalised using other modes. 
 
In conducting factor analysis, the method of principal component analysis with 
varimax rotation was adopted. This method assures that the obtained factors are 
orthogonal. In undertaking factor analysis, one of the main issues is to define how 
many factors are appropriate in summarising the data. In this case, factors presenting 
an eigenvalue, which represents the amount of variance accounted for by a factor, of 
greater than one were chosen. The cut-off applied for interpretation purposes were 
factor loadings greater or equal to 0.5 on at least one factor. These factor loadings 
represent the correlation coefficients between a variable and a factor. The Kaiser-
Meyer-Olkim (KMO) measure of sampling adequacy was employed in order to define 
whether the data matrix had sufficient correlation to justify the application of factor 
analysis.  
 

Results 
 

Although the focus of the paper is on barriers, some descriptive statistics are provided 
to give some background to the sample as a whole and to illustrate how these firms 
compare with innovative and non-innovative firms in the survey sample.  
 
Descriptive statistics of the modes of internationalisation used by the survey sample 
show that the most common mode was selling (98%) with selling direct (90%) being 
preferred to selling via agents or distributors (32%). Overseas sites (11%) were more 
popular than contractual arrangements (7%). The proportion of firms selling direct 
was somewhat higher than that found in some previous studies (Burgel and Murray, 
1999). This is likely be due to the Burgel and Murray survey focusing on firms in 
high-technology industries as opposed to firms over a wide range of sectors, as was 
the case for this survey. 
 
When mode is examined according to innovation, firms which were innovative or IP 
active (i.e. holding trademarks or patents in the UK or overseas) were found to be 
more likely to internationalise through non-traditional modes (Table 1). More 
specifically, they were more likely to sell via agents or distributors or to have an 
overseas site than firms which were not innovative or IP active.  
 
Narrowing the descriptive statistics by looking at mode of internationalisation by 
whether firms are under or over 5, and isolating a sub-group of young, innovative 
firms shows little difference between firms that are under 5 years old and those which 
are young and innovative. This is partly due to a high proportion of the sub-sample of 
young firms falling under the definition used for innovative firms. When compared to 
the total sample, young, innovative SMES, like all innovative firms in the sample, 
tend to use non-traditional modes such as contractual arrangements and overseas sites 
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slightly more than firms in the sample as a whole. This is most pronounced for 
overseas sales sites (10% versus 6%), however, the number of firms in the whole 
sample using this mode was relatively small (67). This tendency for innovative firms 
to internationalise using non-traditional modes is consistent with the findings of 
existing studies (Burgel and Murray, 2000). 
 
When asked about the drivers of internationalization, non-innovative firms were 
slightly more likely to be solely reactive than innovative, IP active and young, 
innovative firms (Table 3). Solely reactive firms were those that had internationalised 
only in response to an approach received from someone in the overseas market in 
which they were active. There is little evidence about such firms in existing academic 
literature. This group was identified after carrying out early qualitative pilots of the 
survey. Respondents from these firms found it very difficult to answer subsequent 
questions about other drivers of the choice of market and mode. As a result, these 
firms were identified early in the questionnaire so that they could be routed through 
the questionnaire such that the questions on the choice of mode and market which 
they were asked were those that were most relevant to them.  
 
Innovative, IP active and young, innovative firms were slightly more likely to have 
been motivated by networks and serendipity and were somewhat more likely to have 
used independent analysis than non-innovative firms. The use of independent analysis 
by innovative firms is consistent with previous work which has found that these firms 
consult a number of information sources when selecting a market (Jones and Crick, 
2004). Similarly, the finding that networks and serendipity are important for the 
majority of internationalising firms when selecting a market is consistent with 
previous studies of the internationalisation process (Komulainen et al, 2004; Chetty 
and Campbell-Hunt, 2004; Spence and Crick, 2006; Child, J., Braga-Rodriguez, S, 
2007 ). 
 
Intellectual Property Protection 
 
Given that this research focused on innovative firms for whom intellectual property 
issues may be relevant, qualitative semi-structured interviews (which complemented 
the quantitative survey) explored intellectual property protection with a small sub-
sample of these firms. Although the majority of interviewed firms indicated that they 
were concerned about intellectual property issues in at least some of the overseas 
markets in which they were active, this did not seem to be perceived as a significant 
barrier to overseas business activity, and would not necessarily prevent a firm from 
entering a specific overseas market. One issue that was raised was that IP protection 
utilises resources. This may be more of an issue for small firms due to their smaller 
pool of resources (OMB, 2007). One firm indicated that for them it was not 
worthwhile investing in IP as to them, if someone found a way of using their brand 
name it would be cheaper and easier for them to re-brand themselves. A second 
respondent made the point that their focus in any overseas market was on sales rather 
than protecting IP (OMB 2008b). 
 
In the context of the demand on resources of intellectual property rights, a further 
consideration when firms decide whether to use IP protection is how they perceive the 
potential to enforce this protection taking into account the costs of legal action. If they 
perceive enforcement to be weak, they are less likely to invest in IP protection. Firms 
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which perceived the protection to be insufficiently strong indicated that: they felt that 
it was difficult to act even if there are issues and irrespective of whether protection is 
held or not; going to court to protect intellectual property was not an attractive option, 
one respondent preferred to make personal judgements about clients in terms of the 
risk they posed to intellectual property. Another felt that it is not possible to protect 
intellectual property in China, India and Korea (OMB 2008b).   
 
Mode of internationalisation appears to be a vehicle through which IP concerns may 
be accommodated. For example, one firm took the route of working with much larger 
overseas firms. In this way, the relevant products fell under the larger firm’s 
intellectual property arrangements. In addition, the respondent perceived that the 
larger firms would be more likely to comply with intellectual property regulations. 
Some other respondents used technical collaborative agreements with overseas 
partners as a vehicle for dealing with their IP issues (OMB, 2008b).  
 
Barriers to internationalisation 
 
When barriers to internationalisation are examined, innovative, IP active and young, 
innovative firms are more likely to report barriers to internationalisation than non-
innovative firms (Table 4). Indeed, 42% of non-innovative firms reported no barriers 
compared to 22% for the innovative, IP active and young, innovative firms. A higher 
percentage of young innovative (39%) experienced at least four barriers than any of 
the other groups. Overall, the most frequently reported type of barrier was fixed costs 
barriers while bias barriers seemed to affect fewer firms.  
 
Barriers by mode should be interpreted with care due to the small base sizes for some 
modes. Firms which sell directly had a very similar pattern of barriers to those 
experienced by the sample as a whole. When those selling via agents and distributors 
are considered, the percentage of young, innovative firms experiencing at least 4 
barriers was higher than for the sample as a whole at 60%. 
 
The types of barrier reported are broadly in line with those identified in studies of 
barriers to exporting (Suarez-Ortega, 2003, Fleiss, 2007; Gallup, 2007). Resource 
constraints were also the main barriers identified by a survey undertaken by the 
OECD, followed by information and contacts barriers (Fleiss, 2007). Information 
barriers were also identified as the main barrier faced by EU firms exporting to EU 
and non-EU markets (Gallup, 2007). 
 
Factor analysis of the barriers faced by young innovative firms revealed differences 
between those respondents which sold directly to overseas customers, and those 
which used other modes of internationalization (Table 5). For those which sold 
directly to overseas customers, a three factor solution was found which accounted for 
58% of the variance. When the factor loadings were interpreted, using a cut-off point 
of 0.5, the first factor was weighted on obtaining basic information, not having their 
own office or site in the market, the costs of doing business, finding the necessary 
management time and exchange rates and currency. This factor was called Resources, 
since these barriers are concerned with resources whether financial or time related. 
The second factor was called Relationships since the barriers which were weighted on 
it included identifying who to make contact with, developing an initial dialogue and 
building relationships. Thus, it seemed to be concerned with the process of initiating, 
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developing and sustaining a relationship with customers. The final factor was referred 
to as Culture since it was weighted on cultural differences other than language and 
home bias.  
 
When factor analysis was carried out for young innovative SMEs which 
internationalized using other modes, only two factors resulted which explained 54% 
of the variance (Table 6). The first factor was called Resources since it was weighted 
on the same variables as those in the first factor extracted for firms internationalising 
by selling direct, with the addition of the variables identifying who to make contact 
with in the first instance and home bias. The second factor was called Relationships 
since it was weighted on Developing an initial dialogue, building relationships and 
cultural differences.   
 
 

Discussion 
 

These results suggest that young innovative firms which internationalise by selling 
direct perceive the barriers to internationalisation differently to those firms which 
internationalise by other modes. While those selling direct perceive identifying who to 
make contact with in the first instance as the starting point of the process of building 
relationships, those firms which internationalise using other modes perceive this to be 
more related to resources than developing relationships. Identifying who to make 
contact with in the first instance would utilise resources in searching and then 
identifying potential contacts in the overseas market. In practice this could be desk 
research and would not necessarily require interpersonal skills. Alternatively, or in 
addition to desk research, contacts may be developed using social networks 
(Komulainen et al, 2004). In this context it would be interlinked with relationship 
building, not just as a starting point for developing relationships but in the context of 
relationships providing a conduit for developing further contacts. The grouping of 
cultural differences with relationship related variables is indicative that cultural 
differences can influence the ease with which relationships are built eg “How you 
give your business card” (OMB 2008b p37). 
 
A further area of difference between the perceptions of barriers by the two groups is 
that home bias and cultural differences were perceived as being related by 
respondents which sold direct. This is consistent with the idea that a preference on the 
part of  overseas customers to purchase domestically produced items or services over 
those produced or supplied by firms from the UK has a cultural basis. This association 
maybe made by those selling directly due to their closer link to the buyer and thus, 
potentially a greater awareness of the effect of culture on home bias. For those firms 
which internationalise by other modes, home bias is perceived to be related to 
resources. This may be because home bias is perceived by these firms to impact on 
revenues, and as such, to impact on resources. It may be that in response to home bias 
they modify their products or services to better suit the destination market. In this 
case, this would impose a cost to entering the market and would therefore act as a 
resource barrier. 
 
Having identified possible barriers to internationalisation, it is of interest to know 
more about how these were overcome by interviewed firms. This was captured 
through semi-structured interviews rather than by quantitative survey. Results of the 
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20 qualitative interviews suggest that these firms do not generally have a strategy to 
overcome barriers, rather, they respond to barriers as they arise. They seem to look in-
house as a first solution to barriers, with most respondents considering that they have 
some level of in-house expertise. When this proves to be insufficient, firms try to 
develop a solution to the problems they encounter in an ad-hoc fashion, or they turn to 
informal networks. These networks appear to consist of other firms and personal 
contacts which have faced similar issues. A further level of this is to obtain more 
formal overseas assistance from organisations such as UKTI, Business Link, the UK 
Intellectual Property Office and trade associations.  Thus, networks assist firms to 
overcome barriers to internationalisation. This suggests that network barriers may 
exacerbate other barriers to internationalisation. 
 
This research provided further evidence of the nature of the barriers faced by 
internationalising young, innovative firms but, due to the majority of the sample 
consisting of firms which were active in overseas markets; it has the limitation of 
highlighting barriers which had been overcome by the respondents. This therefore 
does not shed light on the barriers which have prevented firms from internationalising 
or inhibited them from entering a specific market. The difficulties of achieving this 
would be in identifying respondents who had tried, but failed, to internationalise.  
 
This paper represents a first step in analysing the data. Future research work could 
interrogate the data further. This could include investigating how the drivers of 
market selection relate to the barriers then faced, and looking at the relationship 
between barriers and export intensity (exports as a % of turnover)  
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Table 1: Summary of Mode of Internationalisation by Innovative Activity 
 

 Total 
Innovative? 

 
IP Active? 

Yes No Yes No 

Selling 98% 98% 97% 98% 98% 
Selling direct 90% 89% 92% 91% 90% 
Selling through agents/distributors 32% 37% 17% 40% 28% 
Contractual arrangements 7% 8% 3% 12% 4% 
Licensing 3% 4% 1% 4% 2% 
Franchising 0% 0% 0% 1% 0% 
Other partnerships or JVs 3% 4% 2% 7% 2% 
Overseas site 11% 13% 6% 15% 8% 
Own site - production 2% 3% 2% 5% 1% 
Own site - call centre 0% 0% 0% 0% 0% 
Own site - sales 6% 8% 3% 10% 5% 
Own site - R&D 0% 1% 0% 0% 1% 
Importing 50% 59% 35% 58% 50% 
Total 100% 100% 100% 100% 100% 

 
 
Base: All respondents (Base) – Innovation:  Innovative (659), Non-innovative (241) – IP Active: Yes (267), No (608) 
Source: OMB (2008a) 
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Table 2:  Summary of Mode of Internationalisation Used by age of firm 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Base: All respondents (Base) – Age: Up to 5 (283), Young, innovative (210), More than 5 (617) 
Source: OMB (2008a) 
 
 
 
Table 3: Summary of drivers of internationalisation 
 

% scoring 

Total 

Innovative Non-innovative IP Active Young , innovative 

Networks & serendipity 83% 78% 82% 84% 

Independent analysis 56% 45% 61% 58% 

Solely reactive 15% 16% 14% 14% 

 
Respondents could indicate more than one driver of internationalization so columns do not add to 100%. 
Base: All answering about… (Base) – Total: Innovative (659), Non-innovative (241), IP active (267), Young, innovative (210) 
Source: OMB (2008a) 
 
 
 
 
 
 
 
 

 Age (Years Trading) 
Up to 5 

More than 
5 Total Young, 

Innovative 

    
Selling 96% 97% 98% 
Selling direct 90% 89% 90% 
Selling through agents/distributors 29% 31% 33% 
Contractual arrangements 7% 9% 6% 
Licensing 3% 4% 3% 
Franchising 1% 1% 0% 
Other partnerships or JVs 5% 6% 3% 
Overseas site 12% 13% 11% 
Own site - production 2% 2% 2% 
Own site - call centre 0% 0% 0% 
Own site - sales 8% 10% 6% 
Own site - R&D 1% 0% 0% 
Importing 48% 55% 53% 
Total 100% 100% 100% 
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Table 4: Summary of the Barriers to Internationalisation by Innovation and 
Mode 

% indicates that % of respondents who scored a 4 or 5 on a scale of 1-5 

% scoring 

Total 
Mode/Innovation & IP 

Selling Direct 

Innovative Non-inno-
vative 

IP 
Active 

Young 
innovati

ve 

Inno-
vative 

Non-
inno-
vative 

IP 
Active 

Young 
innovat

ive 

Types of Barriers (both direct and projected questions) 

At least one barrier ‘to a significant extent’ 84% 66% 86% 85% 83% 67% 85% 86% 

- Legal & regulatory barriers 45% 32% 50% 44% 44% 33% 50% 46% 

- Contacts barriers 52% 31% 51% 52% 51% 32% 51% 50% 

- Information barriers 24% 14% 23% 28% 23% 14% 21% 27% 

- Resource barriers2 67%  52% 71% 69% 65% 52% 67% 67% 

- Language & cultural barriers 30% 16% 30% 26% 28% 17% 26% 28% 

- Bias barriers 24% 14% 27% 22% 20% 14% 22% 20% 

No significant barriers 16% 34% 14% 15% 17% 33% 15% 14% 

Number of Barriers (excludes direct questions) 

At least one barrier ‘to a significant extent’ 78% 58% 78% 78% 76% 57% 75% 77% 

- One 17% 21% 16% 13% 17% 21% 17% 13% 

- Two 13% 12% 16% 13% 13% 11% 18% 14% 

- Three 12% 9% 13% 13% 12% 9% 12% 16% 

- Four or more 36% 16% 33% 39% 34% 17% 29% 34% 

No significant barriers 22% 42% 22% 22% 24% 43% 25% 23% 

 

% scoring 

Mode/Innovation & IP 

Agents/Distributors Contractual Arrangements 

Innovat
ive 

Non-inno-
vative 

IP 
Active 

Young 
innovativ

e 

Innovati
ve 

Non-
inno-
vative 

IP 
Active 

Young 
innovativ

e 

Types of Barriers (both direct and projected questions) 

At least one barrier ‘to a significant extent’ 89% 61% 91% 89% 72% 100% 74% 70% 

- Legal & regulatory barriers 45% 21% 45% 40% 48% 21% 52% 30% 

- Contacts barriers 51% 35% 57% 69% 48% 0% 37% 40% 

- Information barriers 26% 19% 29% 43% 19% 0% 26% 10% 

- Fixed costs barriers 72% 48% 85% 83% 50% 100% 60% 40% 

- Language & cultural barriers 31% 13% 44% 14% 31% 21% 29% 10% 

- Bias barriers 34% 8% 44% 37% 26% 0% 30% 10% 

No significant barriers 11% 39% 9% 11% 28% 0% 26% 30% 

Number of Barriers (excludes direct questions) 

At least one barrier ‘to a significant extent’ 82% 61% 86% 86% 72% 79% 70% 60% 

- One 22% 26% 17% 9% 17% 21% 19% 30% 

- Two 14% 11% 13% 9% 0% 58% 0% 0% 

- Three 6% 6% 12% 9% 23% 0% 22% 0% 

- Four or more 40% 19% 44% 60% 31% 0% 30% 30% 

No significant barriers 18% 39% 14% 14% 28% 21% 30% 40% 

                                                
2 Resource barriers included: costs associated with doing business in a market; finding the necessary management time; 
exchange rates and currency; not having an office or site; difficulty dealing with the logistics of doing business; difficulty 
with staff recruitment and retention. 
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Base: All answering about (Base) – Total:  Innovative (659), Non-innovative (241),  IP active (267), Young innovative 
(210),  
Selling direct:  Innovative (475), Non-innovative (206),  IP active (188), Young technology intensive(153), 
Agents/distributors:  Innovative (124), Non-innovative (22),  IP active (49), Young technology intensive (35), Contractual 
arrangements:  Innovative (24), Non-innovative (3),  IP active (15), Young innovative (10) 
Source: OMB (2008a) 

 
 
Table 5: Summary of Factor Analysis of the barriers to internationalisation 
faced by Young Innovative SMEs selling direct to overseas customers 
Number of observations = 159 
KMO =  
Variance = 58.36% 
LR test: independent vs. saturated:  chi2(45) =  376.29 Prob>chi2 = 0.0000 
 
 
 Factor1 

Resources 
Factor 2 
Relationships 

Factor 3 
Culture 

Obtaining basic info 0.5924     0.4398    -0.2855 
Identifying who to make 
contact with 

0.3093     0.7259    -0.0774 

Initial dialogue -0.0182     0.8466     0.1762 
Building relationships 0.0989     0.7354     0.3679 
Cultural differences 0.0254     0.2195     0.6285 
Not having own office, 
site  in the overseas 
market 

0.5491     0.1926     0.3801 

Home bias 0.2553     0.1984     0.6997 
Costs doing business 0.7415     0.0499     0.2568 
Finding management 
time 

0.6423     0.3085     0.1225 

Exchange rates currency 0.6870    -0.0753     0.0913 
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Table 6: Summary of Factor Analysis of the barriers to internationalisation 
faced by Young Innovative SMEs internationalising by modes other than selling 
direct to overseas customers 
Number of observations = 72 
KMO = 0.7678 
Variance = 53.98% 
 
LR test: independent vs. saturated:  chi2(36) =  206.76 Prob>chi2 = 0.0000 
 Factor1 Factor 2 
Obtaining basic info 0.5600     0.4317 
Identifying who to make 
contact with 

0.5259     0.4563        

Initial dialogue 0.1619     0.8315        
Building relationships  0.1228     0.8119        
Cultural differences 0.1784     0.5674        
Home bias 0.5274     0.3745        
Costs doing business 0.7446     0.2188        
Finding management 
time 

0.6312     0.3558        

Exchange rates currency 0.7614    -0.0481        
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