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Abstract

This article explores the key challenges faced by small businesses when expanding into
international markets, as well as potential solutions to overcome these obstacles. Based
on a comprehensive review of academic literature, the study examines factors such as
resource constraints, regulatory barriers, cultural differences, and logistical complexities
that often hinder the internationalization efforts of small businesses. The article then
discusses various strategies and best practices that can help small businesses as well
small and medium enterprises (SMEs) successfully navigate the international business
landscape, including leveraging digital technologies, forming strategic partnerships, and
adapting their products/services to local market needs. The implications of the findings
for small business owners, policymakers, and academic researchers are also discussed,
along with the limitations of the study and directions for future research.
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Introduction

In today's globalized world economy, small businesses are increasingly recognizing the
importance of expanding beyond their domestic markets to remain competitive and access
new growth opportunities. Internationalization can provide SMEs with access to larger
customer bases, opportunities to spread risk, and the potential for higher profits (Hitt et al.,
2006; Hossain, et al., 2024). However, the process of entering and operating in foreign markets
poses a unique set of challenges for small businesses, which often lack the resources,
expertise, and market knowledge of their larger counterparts. Since, small businesses are the
backbone of the global economy, playing a vital role in driving innovation, job creation, and
economic growth, further researcher is important as there are lack studies in this domain
(Aharoni, 2024; Hossain, et al., 2024; Ajayi-Nifise et al., 2024). According to the Organisation for
Economic Co-operation and Development (OECD), small and medium-sized enterprises
(SMESs) account for over 60% of employment and 50% of value added in most economies
worldwide (OECD, 2022). One of the key benefits of small businesses is their ability to
foster innovation and respond quickly to changing market demands. Small firms are often
more agile and adaptable than larger corporations, allowing them to bring new products and
services to market more rapidly (Audretsch, 2012). This fosters competition and drives
continued innovation, benefiting consumers.

Furthermore, small businesses also make significant contributions to local economies
by creating job opportunities and supporting the livelihoods of their owners and employees.
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The U.S. Small Business Administration reports that small businesses have generated 65%
of net new jobs over the past two decades (U.S. Small Business Administration, 2021). This
job creation is essential for economic development and supporting local communities.
Moreover, small businesses play a crucial role in promoting diversity and entrepreneurship.
They provide opportunities for underrepresented groups, such as women and minorities, to
start and grow their own businesses, thereby fostering economic inclusion and empowerment
(OECD, 2021).

On the other hand, small businesses are also important for the poor and developing
countries where most people have lack of capital to start a big business. Small businesses
play a crucial role in the economic development of poor and developing countries specially
in reducing poverty among people (Maksimov, Wang & Luo, 2017). According to the
International Labour Organization (ILO), small and medium-sized enterprises (SMEs)
account for over 90% of all businesses and 50-60% of employment in these economies (ILO,
2019). One of the primary benefits of small businesses in poor and developing countries is
their ability to create job opportunities and alleviate poverty. Small firms are often more
labor-intensive and thus provide employment for a larger segment of the population,
including those with limited skills or education (Ayyagari et al., 2011). This is particularly
important in regions where formal employment is scarce, and the informal sector plays a
significant role in the economy. Moreover, small businesses in poor and developing
countries contribute to the diversification of the economic base, which is crucial for reducing
reliance on a few primary commodities or industries (Nichter & Goldmark, 2009). This
diversification enhances the resilience of the local economy and provides opportunities for
innovation and entrepreneurship. These businesses also play a vital role in promoting social
inclusion and economic empowerment, particularly for marginalized groups such as women
and minorities (Bardasi et al., 2011). By providing these groups with opportunities to start
and grow their own businesses, small firms can help to reduce income inequality and foster
more inclusive economic development.

Although small businesses are important for the countries, however, these businesses

face huge competition everywhere, therefore, scholars argue that these businesses should
enter into the international market to gain more customers (Rowden, 200; Berndt, et al.,
2023; Mansur & Djaelani, 2023). However, there is a paucity of updated research to outline
the challenges and solutions for the small businesses in entering the international market.
The existing body of research has extensively documented the barriers and hurdles faced by
SMEs in their internationalization efforts, including resource constraints, regulatory
complexities, cultural differences, and logistical issues (Zou & Stan, 1998; Leonidou, 2004;
Hessels & Terjesen, 2010). While some studies have also explored potential solutions and
best practices to help SMEs overcome these challenges (Chetty & Campbell-Hunt, 2003;
Stoian et al., 2016), a comprehensive and up-to-date synthesis of this literature is currently
lacking.
This article aims to fill this gap by providing a thorough examination of the key challenges
and potential solutions for small businesses seeking to enter international markets. Drawing
on a review of academic literature, the study identifies the most pressing obstacles faced by
SMEs and discusses various strategies and practices that can help them navigate the
complexities of international business. The implications of the findings for small business
owners, policymakers, and academic researchers are also discussed, along with the
limitations of the study and directions for future research.
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Methodology
This study adopted a qualitative, literature-based approach to explore the challenges and
solutions for small businesses entering international markets. A comprehensive search was
conducted using academic databases, including Scopus, Web of Science, and Google
Scholar, to identify relevant peer-reviewed journal articles, conference papers, and book
chapters published between 2010 and 2023. The search terms used included combinations

nn

of keywords such as "small business", "SME", "internationalization", "international market
entry", "challenges", "barriers", "solutions", and "strategies". The initial search resulted in
over 300 potentially relevant publications, which were then screened and filtered based on
their relevance to the research objectives. The selected articles were carefully reviewed, and
key themes and findings were extracted and synthesized to address the research questions.
The analysis focused on identifying the most commonly reported challenges faced by SMEs
in their internationalization efforts, as well as the various strategies and best practices
recommended in the literature to overcome these obstacles. The findings from the literature
review were organized into a structured article format, with sections covering the
introduction, methodology, literature review, results, implications, conclusion, and research
limitations and future directions.

Results
Challenges for Small Businesses in Entering International Markets
Resource Constraints
One of the primary challenges faced by small businesses in entering international markets is
the limited availability of financial, human, and technological resources (Leonidou, 2004;
Hessels & Terjesen, 2010). SMEs often lack the capital required for extensive market
research, product adaptation, and the establishment of overseas operations. They may also
struggle to attract and retain talented personnel with the necessary skills and experience in
international business (Pett & Wolff, 2003). Moreover, small businesses may have limited
access to advanced technologies and digital tools that could facilitate their
internationalization efforts, such as e-commerce platforms, data analytics, and supply chain
management systems (Brouthers et al., 2015). This resource scarcity can hinder their ability
to effectively identify, target, and serve foreign customers, as well as manage the
complexities of cross-border operations.

Regulatory Barriers

Small businesses also face a range of regulatory and administrative hurdles when entering
international markets, including tariffs, trade restrictions, legal requirements, and
bureaucratic procedures (Leonidou, 2004; Hessels & Terjesen, 2010). Navigating the
complex web of rules and regulations in different countries can be particularly challenging
for SMEs, which often lack the specialized knowledge and legal expertise required to comply
with international trade and investment laws. Additionally, small businesses may encounter
difficulties in obtaining the necessary licenses, permits, and certifications to operate in
foreign markets, further complicating their entry and expansion efforts (Pinho & Martins,
2010). These regulatory barriers can significantly increase the time, cost, and risk associated
with internationalization, deterring many small businesses from pursuing overseas
opportunities.
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Cultural Differences

Adapting to the cultural norms, values, and business practices of foreign markets is another
significant challenge for small businesses (Chetty & Campbell-Hunt, 2003). Differences in
language, communication styles, consumer preferences, and even business etiquette can
create misunderstandings and miscommunications, which can undermine the effectiveness
of the firm's international marketing and sales efforts. Small businesses may also struggle to
build trust and credibility with overseas customers and partners, as they may be perceived
as less established and reputable compared to larger multinational corporations (Stoian et
al., 2016). Navigating these cultural nuances requires a deep understanding of the target
market, as well as the ability to adapt the firm's products, services, and business practices
accordingly.

Logistical Complexities

The logistics of operating in international markets can also pose significant challenges for
small businesses (Leonidou, 2004; Hessels & Terjesen, 2010). Issues such as managing
cross-border supply chains, coordinating international shipping and distribution, and
ensuring the timely delivery of goods and services can be particularly complex and resource-
intensive for SMEs. Small businesses may also face difficulties in obtaining reliable and
cost-effective transportation and logistics services, which can significantly impact their
ability to serve foreign customers efficiently and effectively. Additionally, the geographic
distance and lack of familiarity with local infrastructure and transportation networks can
further complicate the logistical aspects of internationalization.

Limited International Orientation

Small business owners with limited international experience or exposure may lack the global
mindset and knowledge necessary to identify and capitalize on international opportunities
(Leonidou, 2004; Karami, Ojala & Saarenketo, 2023). This can result in a narrow focus on
the domestic market.

Lack of Confidence

Some small business owners lack confidence in their ability to navigate the complexities of
international business, such as dealing with cultural differences, regulatory requirements,
and logistical challenges. This self-doubt can hinder their willingness to commit resources

and efforts towards internationalizing their operations (Tseng & Kuo, 2008; Eijdenberg, Paas
& Masurel, 2017; Mashenene & Kumburu, 2023).

Political Instability

Political instability can also disrupt critical business infrastructure and supply chains.
Breakdowns in transportation networks, communication systems, and financial services can
severely hamper a small firm's ability to effectively conduct international trade and logistics
(Soderbom & Teal, 2004; Drnevich, & West, 2023; Hossain, et al., 2024). The threat of conflict
or civil unrest in host countries can also endanger the safety of personnel and physical assets.
Furthermore, politically unstable environments tend to have higher levels of corruption,
which presents additional hurdles for small businesses. Navigating bureaucratic red tape and
dealing with demands for bribes or other illicit payments can dramatically increase the costs
and complexity of doing business internationally (Fafchamps & Séderbom, 2006; Ajayi-
Nifise, et al., 2024).
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Strategies and Best Practices for Overcoming Challenges

Leveraging Digital Technologies

The rapid advancement of digital technologies has created new opportunities for small
businesses to overcome some of the challenges associated with internationalization
(Brouthers et al., 2015; Turner & Endres, 2017; Ramirez, 2022). By adopting e-commerce
platforms, social media, and data analytics tools, SMEs can more effectively identify and
target foreign customers, streamline their international operations, and enhance their overall
competitiveness in global markets. For example, e-commerce platforms can enable small
businesses to reach a wider international audience, while also reducing the logistical and
regulatory barriers associated with physical product distribution (Sinkovics et al., 2013;
Surmanidze, et al., 2023). Similarly, social media and digital marketing tools can help SMEs
build brand awareness and engage with overseas customers more effectively, overcoming
cultural and language barriers. Moreover, the use of data analytics and business intelligence
tools can provide small businesses with valuable insights into foreign markets, consumer
preferences, and supply chain dynamics, allowing them to make more informed decisions
and better adapt their strategies to local market conditions (Brouthers et al., 2015; Drnevich &
West, 2023).

Forming Strategic Partnerships

Developing strategic partnerships and collaborations with other organizations can also help
small businesses overcome the resource constraints and logistical complexities associated
with international market entry (Chetty & Campbell-Hunt, 2003; Stoian et al., 2016). By
partnering with larger multinational companies, local distributors, or industry associations,
SMESs can gain access to complementary resources, expertise, and networks that can enhance
their internationalization efforts.

For instance, collaborating with a well-established local distributor or agent in the
target market can provide small businesses with valuable market knowledge, customer
relationships, and logistical support, reducing the time and resources required to navigate
the host country's business environment (Pinho & Martins, 2010). Similarly, forming
strategic alliances with other SMEs or industry organizations can enable small businesses to
pool their resources, share risks, and jointly address regulatory and cultural challenges.

Adapting Products and Services to Local Needs

Effective adaptation of products and services to meet the specific needs and preferences of
foreign customers is crucial for the success of small businesses in international markets
(Chetty & Campbell-Hunt, 2003; Stoian et al., 2016). This may involve modifying the
product design, packaging, pricing, or marketing strategies to align with local market
conditions, consumer behavior, and cultural norms. By understanding and adapting to the
unique requirements of each target market, small businesses can enhance the perceived value
and relevance of their offerings, improving their chances of success and reducing the risk of
failure (Pett & Wolff, 2003). This may also involve establishing local production facilities
or sourcing from local suppliers to better meet the needs of foreign customers and overcome
logistical challenges.

Seeking Government and Institutional Support
Governments and various institutional bodies can also play a significant role in supporting
the internationalization efforts of small businesses (Hessels & Terjesen, 2010; Pinho &
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Martins, 2010). This can include providing access to financing, export promotion programs,
trade missions, and other initiatives that help SMEs overcome the resource constraints and
regulatory barriers associated with international market entry. Additionally, policymakers
can work to streamline administrative procedures, reduce trade barriers, and create a more
favorable business environment for small businesses seeking to expand globally.
Institutional support can also come in the form of industry associations, business incubators,
and export assistance organizations, which can offer specialized guidance, training, and
networking opportunities to help SMEs navigate the complexities of international markets.

Implications

The findings of this study have several important implications for small business owners,
policymakers, and academic researchers. Firstly, the recognition of the importance of
investing in digital technologies and data analytics to enhance their international
competitiveness. Moreover, practitioners are actively seeking out opportunities to form
strategic partnerships and collaborations with larger firms, local distributors, and industry
organizations, hence, they could take the outcomes of this study can be effective. Moreover,
the study urges to prioritize adaptability and customer-centricity by closely monitoring and
responding to the unique needs and preferences of foreign markets. Hence, managers of the
small businesses must prioritize adaptability and apply customer-centric policies, which
should be developed based on closely monitoring to the changing needs. Moreover, the
managers of the small businesses should understand that leverage government and
institutional support programs can be effective in accessing the necessary resources and
expertise for successful internationalization for their products and services.

Moreover, the findings of this study have also implications for policymakers. For
example, policymakers should implement policies and initiatives that provide targeted
support and incentives for small businesses to enter and thrive in international markets.
Moreover, government of the developing and poor countries should streamline
administrative procedures and reduce regulatory barriers to facilitate the cross-border
activities of small businesses. Moreover, the study implies that policymakers should foster
the development of digital infrastructure and e-commerce ecosystems to enable small
businesses to reach global customers more effectively. Furthermore, encouragement from
the policymakers of the countries in the creation of industry associations, business
incubators, and export assistance organizations to offer specialized guidance and resources
to small businesses can be effective in developing their internationalisation.

The findings of this study have also implications for researchers in the future. For
example, they can conduct further empirical research to validate and expand upon the
strategies and best practices identified in this study. Future researchers can also explore the
role of emerging technologies, such as artificial intelligence and blockchain, in enhancing
the internationalization capabilities of small businesses. Moreover, future scholars can also
investigate the effectiveness of different government and institutional support programs in
facilitating small business entry into international markets. Finally, the researchers can also
examine the long-term performance and sustainability of small businesses that have
successfully navigated the challenges of internationalisation.
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Conclusion

Small businesses face a unique set of challenges when entering international markets,
including resource constraints, regulatory barriers, cultural differences, and logistical
complexities. However, the literature review conducted in this study suggests that SMEs can
overcome these obstacles by leveraging digital technologies, forming strategic partnerships,
adapting their products and services to local needs, and seeking government and institutional
support. By implementing these strategies, small businesses can enhance their international
competitiveness, access new growth opportunities, and better serve the needs of customers
in foreign markets. The findings of this study offer valuable insights for small business
owners, policymakers, and academic researchers, highlighting the importance of a holistic
and proactive approach to internationalization for SMEs.

Research Limitations and Future Directions

This study is subject to several limitations that should be considered when interpreting the
findings. First, the literature review focused on academic publications, which may not fully
capture the practical, real-world experiences and insights of small business owners and
managers. Future research could incorporate input from practitioners through qualitative
interviews or case studies to supplement the academic perspective. Additionally, the study
did not differentiate between the challenges and solutions for businesses operating in
different industries or geographic regions. The internationalization process and the
associated barriers and enablers may vary significantly depending on the specific context.
Future research could explore the nuances and variations in the internationalization
experiences of small businesses across different sectors and markets. Finally, the findings of
this study are based on a review of literature published up to 2023. As the global business
environment continues to evolve, new challenges and innovative solutions may emerge for
small businesses seeking to enter international markets. Ongoing research and monitoring of
the latest trends and developments in this field will be crucial to provide small business
owners, policymakers, and researchers with up-to-date and actionable insights. Despite these
limitations, this study offers a comprehensive and timely examination of the key issues faced
by small businesses in their internationalization efforts, as well as the strategies and best
practices that can help them succeed in global markets. The findings provide a valuable
foundation for further research and practical applications in this important area of
entrepreneurship and small business management.
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