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ABSTRACT 
 

The purpose of this research is to examine the internationalization of Small and Medium-sized 
Enterprises (SMEs) in East Java from both theoretical and practical perspectives. By analyzing 
existing literature and utilizing empirical data from earlier studies, this study seeks to deepen our 
understanding of the subject matter. The methodology of this study involves rigorous examination 
of the most recent theories and models, supplemented by empirical analysis of existing research on 
internationalization of SMEs. Various theories and models, ranging from classical to contemporary 
approaches, are explored in relation to the internationalization strategy of SMEs in East Java, and 
different entry modes for internationalization. The theoretical framework of this study is anchored 
on the resource-based view and network theory. This study uses content analysis of the latest 
theories and models coupled with empirical analysis of studies on the internationalization of SMEs 
that have been conducted. Several theories and models, both classical and new approaches, link 
the internationalization strategy of SMEs in East Java and several entry modes for 
internationalization. This theory is based on a resource-based view and network theory. The result 
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of this study is East Java's SME internationalization strategy is hampered by various obstacles and 
issues, as per documented evidence. While the entry mode for internationalization hinges on 
networking, numerous SMEs in the region choose to network autonomously, as empirical data 
suggests. This study aims to provide policymakers, especially the government, with workable ideas 
for a long-term, proactive strategy to ensure the success of SMEs' internationalization in East Java. 
Empirical data proposes that limited knowledge about markets, trade regulations, communication 
barriers, financing, and transportation infrastructure supporting internationalization pose the most 
common challenges faced by SMEs in Indonesia. Consequently, the entry networking strategy 
mode is the key to independent internationalization for SMEs. This study contributes to a 
theoretical and practical review of SME internationalization mode entry strategies. 

 

 
Keywords: East Java; internationalization; mode of entry strategy; small medium enterprise. 

 

1. INTRODUCTION  
 
Internationalization has been a topic of 
fascination across multiple disciplines in recent 
years, including organizational theory, marketing, 
strategic management, international 
management, and small business management. 
This phenomenon encompasses global decision-
making and control, international activity 
progression, and factors supporting or impeding 
large and small companies' internationalization. 
With the current market's nature, small and 
medium-sized enterprises (SMEs) face global 
problems like large corporations. For companies 
in high-tech and manufacturing industries, the 
risks [1] and opportunities [2,3] presented by 
foreign or global competition must be 
acknowledged for business operations. 
 
Several dimensions come into play when 
examining a company's internationalization 
process. One of the most important aspects is 
the strategic entry mode that firms choose when 
they initially decide to go international and how 
their choice of entry mode changes over time as 
they enter more foreign markets. The decision to 
enter a foreign market must be based on 
weighing the risks and opportunities of this 
approach. However, there is evidence that it also 
depends on resource availability [4,5], control 
needs [6], marketing skills [7], innovation [8], and 
networks [9]. Internationalization not only brings 
opportunities but foreign risks and responsibilities 
must also be addressed, which can lead to 
increased costs of doing business abroad. 
Therefore, it is necessary to understand market 
knowledge, country image, and cultural and 
institutional differences. 
 

Established multinational corporations' 
domination over SMEs, particularly global 
corporations, has garnered widespread attention 
in international business. Some countries, driven 

by the balance of payments deficits, are pushing 
for increased international activity among their 
SMEs to stimulate economic growth, reduce 
unemployment, and potentially create small-
scale multinational corporations [1,10]. SMEs' 
development and sustainability hinge heavily on 
internationalization and innovation [11], with 
exporting as the primary market entry method. 
For many SMEs, exporting is also a crucial 
strategic step towards expansion [12,13] and the 
main avenue for achieving international growth. 
 
Firms engaged in exporting are also involved in 
various interplaying internationalization activities 
[14]. Entry and subsequent development of 
international markets is difficult for any medium-
sized company. Many companies use traditional 
marketing methods and trial and error [15]. The 
main disadvantage is that more information 
about market opportunities is required, and even 
management cannot find sufficient resources to 
effectively exploit these opportunities [16]. 
 
Following World War II, economic 
internationalization surged forward and remained 
unchallenged until the early 1970s, when the 
new concept of globalization emerged. This term 
refers to companies with worldwide operations 
instead of being confined to specific countries. 
Changing marketing and production conditions 
have put traditional exports under increasing 
pressure, obliging modern corporations, including 
SMEs, to respond to the market more quickly. 
Globalization also entails the functional 
integration of geographically dispersed economic 
activities, resulting in a more extensive scope, 
content, and intensity of interrelationships, 
capital, and management involvement. This 
dynamic represents a qualitative 
internationalization extension [17]. While studies 
on SME internationalization vary in their 
normative implications for which 
internationalization strategy to pursue, one thing 
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is clear: Companies must adapt to the rapidly 
changing conditions of the global market. It is 
essential for performance and survival [18]. 
Strategies must be designed according to 
organizational conditions to achieve maximum 
performance [19]. 
 
Small and medium enterprises (SMEs) have 
been instrumental in advancing Indonesia's 
economy [20]. The Ministry of Cooperatives and 
Small and Medium Enterprises reported 64.2 
million SMEs active in Indonesia in 2020, 
comprising 99.9% of the country's total 
businesses. These SMEs also account for 
61.07% of the gross national income (GDP) and 
97% of the employment rate, indicating that the 
government must prioritize their sustained [21]. 
SMEs have contributed significantly to expanding 
employment and business opportunities, 
increasing regional development, and promoting 
national economic growth [22]. Relying on their 
advantages, small and medium enterprises 
invest in brand development and go to foreign 
markets  [23]. Therefore, SMEs deserve to be 
considered in the international market [24]. 
Internationalization also allows SMEs to survive 
amid intense competition [25]. SMEs in 
Indonesia are increasingly considering 
international expansion as a strategic option for 
sustainable growth [26]. 
 
Although small and medium-sized enterprises 
have made contributions to economic 
development, they are also facing enormous 
challenges. If these challenges are properly 
addressed, the economy will improve. The 
contribution of SMEs to efforts such as poverty 
alleviation keeps the economy growing well. It 
reduces crime and creates unemployment [27]. 
The challenge for SMEs is to create a 
competitive advantage amidst increasing 
domestic and global competition [28]. 
 
Small and medium-sized enterprises (SMEs) 
face a dual challenge and opportunity due to the 
rise of globalization and internationalization. 
While increased competition looms as a threat, 
SMEs can explore avenues such as external 
cooperation, market-entry, and exports. With the 
advancements in cross-border networks and 
communication, SMEs may take advantage of 
new global opportunities. However, to excel in 
the export market, SMEs must elevate their 
product quality to meet international standards. It 
is worth noting that exporting can positively affect 
a country's economic growth and productivity 
[29]. 

Various hurdles faced by Small and Medium 
Enterprises (SMEs) in Indonesia when it comes 
to exporting [22]. Firstly, the global trade 
landscape demands high market 
responsiveness, especially regarding consumer 
behaviour. Secondly, there is a need to diversify 
the design, form and function of manufactured 
products, which still needs to be improved. With 
their limited diversity, SMEs tend to produce 
traditional products/services with a comparative 
advantage, such as clothing, textiles, and leather 
products like shoes or wood, which makes them 
distinct in the SME sector. Thirdly, for product 
export, SMEs need more access to productive 
resources, especially concerning financial, 
informational, advertising, technological and 
networking aspects. Lastly, entrepreneurs' 
international orientation, which is positively 
interrelated with internationalization strategies, 
often poses a significant obstacle [30]. The 
importance of the internationalization of SMEs in 
Indonesia and the obstacles accompanying them 
are interesting things to study and discuss what 
kind of entry strategy mode is being implemented 
by SMEs in Indonesia to achieve 
internationalization. 
 

2. THEORETICAL LITERATURE  
 
2.1 Classical Approach towards 

Internationalization of SMEs 
 
Internationalization theory has very different 
models with different criteria and classifications. 
There is no generally accepted theory to explain 
internationalization. The dynamics of 
researchers' approaches in the field of 
internationalization evolve with changes in the 
world economy. Theories explaining entry 
patterns can be categorized into stage theory, 
eclectic paradigms, resource-based models, 
REM models, Wiklund models, resource-based 
models, analytical models, and network 
perspectives [29,31]. 
 

The internationalization stage theory is a well-
established and vital area of research exploring 
export strategies for small businesses. This 
approach assumes that firms initially establish 
themselves in domestic markets and gradually 
expand their international activities through 
several stages [31]. Empirical research 
conducted by Johanson and Vahlne of Uppsala 
University's business studies department in the 
mid-1970s showed that Swedish companies 
often begin their internationalization efforts 
through temporary export. They take small, 
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Fig. 1. The Establishment Chain of Internationalization Stages 
Source: [31] 

 
measured steps to develop these activities, 
initially partnering with intermediaries 
representing major foreign companies. As their 
sales grow, they replace these intermediaries 
with their own sales organization. Finally, to 
overcome trade barriers, they begin 
manufacturing in foreign markets. This approach 
proved particularly important for SMEs in the 
post-World War II era. The researchers labeled 
this dimension of internationalization pattern 
the establishment chain (Fig. 1). 
 
The Uppsala model shows that market 
knowledge and participation affect 
Internationalization decisions and current 
operations [32]. The Uppsala model interprets 
internationalization as incremental learning 
development, where firms gradually acquire 
knowledge of external markets before increasing 
market exposure. Johanson & Vahlne (2009) 
extend their original 1977 Uppsala model to 
discuss outsider liability. At its core, it is about 
how markets and networks can be brought closer 
together. In this modern era, networks like 
insiders are essential to successful 
internationalization [33]. Such a network allows 
for building trust and market loyalty as well as 
research Show that network relations play an 
important role in the internationalization process 
[34]. Network theorists see the 
internationalization of firms as the development 
of network relationships with foreign individuals 
and firms [35]. 
 
The topic of foreign production in 
internationalization is the focus of Dunning's 
eclectic paradigm, an extension of the                           
Uppsala model. The three fundamental                
principles that underpin this theory are drawn 
from multiple theoretical frameworks, leading 
Dunning to describe his approach as an 
"eclectic". According to this, a company will 
produce internationally if it meets the following 
conditions [31]: 
 

1. For a company to make foreign direct 
investments, it must possess advantages 
that its domestic competitors do not. These 
"owner-specific advantages" could take the 

form of superior production technology, 
marketing, organizational knowledge, 
tangible and intangible assets, or other 
readily transferable factors. Entering a 
foreign market requires a company to have 
a competitive edge that can outstrip 
domestic businesses' familiarity with the 
local business environment. 

2. Internalization - The firm internalizes the 
use of its proprietary advantage. The main 
reason companies internalize markets is 
often uncertainty. The greater the 
uncertainty, the greater the firm's 
advantage. Take control of the transaction 
yourself. Internalization is particularly 
prone to occur in this situation. Some 
knowledge transfer is required. Another 
reason to internalize is the price 
mechanism. In the external market, prices 
are quoted by buyers and sellers. On the 
other hand, prices in the domestic market 
are settled between related parties in the 
same organization. 

3. A specific location can offer numerous 
advantages, including the profitable 
acquisition of overseas assets, which may 
surpass domestic opportunities. The 
varying income levels of different countries 
result in different demands for goods, with 
the mix of products demanded varying with 
income. The size and composition of 
markets also serve as crucial location-
specific factors. Additionally, a company's 
perception of psychic distance, language, 
culture, national government's political 
climate, and attitude towards foreign direct 
investments hold significant importance. 
Lastly, variations in production costs make 
up another crucial group of location-
specific factors. 

 
The developmental aspects of the stage model 
are consistent with some elements of the 
resource-based view of the firm proposed  [36]. 
Resource-Based View (RBV) It is believed that 
enterprises have resources, some of which can 
give them a competitive advantage and some of 
which can lead to superior long-term 
performance. Valuable and rare resources can 
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create a competitive advantage. This advantage 
can be maintained Over longer periods, where 
firms can protect themselves from resource 
imitation, transfer, or replace. Overall, empirical 
research using the theory strongly supports the 
resource-based perspective. The key points of 
the theory are: 
 

1. Identify potential key resources for the 
company. 

2. Evaluate whether these resources meet 
the following criteria (VRIN): Valuable, 
Rare, In-imitable, Non-substitutable. 

 
The REM model describes and explains the 
internationalization of post-soviet firms (Fig. 2). 
The largest Soviet companies are analyzed: 
GAZPROM and LUKoil. Due to the lack of data 
on Soviet enterprises abroad, the only possible 
approach is case studies. Moreover, GAZPROM 
and LUKoil can own huge assets compared to 
foreign competitors' resources and are global 
companies. 
 

While the REM model remains the only 
suggestion to detail the internationalization of 
SMEs in a transition economy, multinational 
corporations could also find it applicable in small 
business internationalization. If the industry 
operates in a market economy, other models are 
more appropriate. The resource sector model, for 
instance, builds on two distinctive assumptions 
[31]: 
 

1. Internationalization hinges on the pivotal 
role of the owner-manager. 

2. Small and Medium Enterprises (SMEs) 
consider numerous determinants when 
making strategic decisions. Among these 
factors are resources, environment, and 
industry considerations. 

 
Except for the REM model, Wiklund’s growth 
model was used to construct the resource sector 
model (Fig. 4). It is because firms that seek 
growth enter the foreign market (to 
grow/develop). 

 
 

Fig. 2. The REM Model 
Source: [37] 

   

 
 

Fig. 3. Wiklund Model 
Source: [38] 
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Fig. 4. Resource-Sector Model of SME Internationalization 
Source: [31] 

 

 
 

 
 

Fig. 5. Internationalization: a) focus on outcome, b) focus on proces 
Source: [39] 

 
The Wiklund model (Fig. 3) places the owner-
manager in an essential role. Their knowledge 
and expertise are crucial in determining the 
potential use of other resources. Strategic 
decisions, in turn, are influenced by the 
perceived environment, which is highly 
dependent on the owner-manager motivation and 
ability to leverage available resources. The 
smaller the gap between the environment and 
the owner-manager perception, the greater the 
likelihood of successfully implementing the 

chosen strategy. The size of this gap is directly 
related to the owner-managers awareness, 
knowledge, experience, and access to 
information. It is, therefore, critical to                
maximizing the effective use of available 
resources such as knowledge, experience, and 
skills. The symbiotic relationship and 
collaboration form the cornerstone of the 
company's expansion. Although growth is 
essential, more is needed to foster the 
company's global expansion. 
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When analyzing internationalization, Fig. 5 offers 
two scopes to choose from. The first, Fig. 5a, 
zooms in on outcomes, enabling predictions, 
goal-setting, and measurement. The second, Fig. 
5b, focuses on the process itself. Choosing 
between these depends on the study's intended 
purpose. 
 

2.2 New Approach towards 
Internationalization of SMEs 

 
There are three new methods for 
internationalizing SMEs, namely holistic 
approach, comprehensive model and knowledge-
based model [31]. Undoubtedly, 
internationalization is a multidimensional and 
intricate phenomenon. The points above, albeit 
valid, are typically narrow in scope, focusing 
solely on one element of a company's 
international operations. Research often centres 
around the factors that propel internationalization 
or the process of becoming progressively more 
global. Many influences drive internationalization, 
as noted by Richard Fletcher, who introduced a 
comprehensive framework for business 
internationalization. The model encompasses 
three distinct forms of international activity: 
outbound (such as exports), inbound (such as 
imports), and linkages (such as strategic 
alliances). These categories mutually implicate 
one another and are equally affected by internal 
and external factors. According to researchers, 
Small and Medium Enterprises (SMEs) are 
divided into three "channels" of 
internationalization. These channels include 
gradual penetration of foreign markets (known as 
"traditional" firms), rapid internationalization 
("born global"), and entry into foreign markets as 

a traditional company, but with an accelerated 
pace of penetration (reborn global). The study 
also highlights the importance of knowledge 
factors in SMEs' internationalization, such as 
market and empirical knowledge (acquired 
through networks, culture, and 
entrepreneurship). This knowledge-based model 
provides crucial insights into the role of 
knowledge in SMEs' internationalization and is 
grounded in major Entrepreneurship and 
Internationalization Paradigms [31]. 
 
Presented in Fig. 6 is a comprehensive model for 
a holistic approach to internationalization, 
highlighting the interconnectivity of outward, 
inward, and associative forms of 
internationalization. The diagram illustrates that 
the factors that impact outward 
internationalization also influence the other 
forms. It also underscores how external and 
internal internationalization mutually enriches 
one another. The framework further elucidates 
that relevant forms of internationalization are 
stimulated by either external factors, such as a 
desire to export, or internal factors, such as a 
need to control the supply of hard-to-acquire 
overseas products.   
 
The canonical international model (Fig. 7) is 
based on the extensive internationalization 
literature and contains many empirical studies on 
the process of "born global" firms, including 
researchers' observations of the "reborn global" 
phenomenon.  
 
The knowledge base model (Fig. 8) is an added 
stage to the stage model of internationalization 
from a knowledge perspective. 

 

 
 

Fig. 6. A holistic approach to internationalization 
Source: [40] 
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Fig. 7. An integrative model of small firm internationalization 
Source: [41] 

 

 
 

Fig. 8. A knowledge-based model of SME internationalization 
Source: [42] 
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3. EMPIRICAL REVIEW  
 

In November 2020, representatives from 
Indonesia, China, Japan, South Korea, Australia, 
and New Zealand gathered to discuss the 
Regional Comprehensive Economic Partnership 
Agreement (RCEP)— the most tangible form of 
regional cooperation. RCEP's primary objectives 
are to spur investment and trade development, 
cultivate exclusive and high-quality economic 
partnerships, and contribute to worldwide 
economic growth. It also aims to create job 
opportunities and bolster businesses. The 
Ministry of Trade predicts that RCEP will 
increase GDP by 0.05% and reduce it by 0.07% 
between 2021 and 2032, compared to the 
scenario without RCEP [43]. 
 

The below-par export and competitiveness 
records of Indonesian SMEs can be traced back 
to their limited capacity to innovate, which 
hinders the process and implementation of ideas. 
As a result, their products often need more 
selling value and can't compete with imported 
goods with an edge in one aspect or another, 
such as lower prices. Various resources like 
capital, human resources, technology, research, 
development, and external factors such as 
marketing orientation fuel innovation. Indonesian 
SMEs often grapple with these factors, as 
highlighted by [44]. Recently, Sultoni et al. [45] 
discovered that improving brand awareness and 
product quality is essential for Madura SMEs to 
be more appealing in the global market. 
Similarly, the research shows that limited 
resources, complicated international trade 
procedures, and a lack of overseas marketing 
channels challenge the internationalization of 
Magetan's leather craft business [46]. 
Furthermore, that several problems in the context 
of heading to an international market in the 
culinary cluster UKM represented by the Bakso 
Klenger UKM, Jember Regency, had been 
identified based on fish bone analysis 
techniques. The main problem for going to the 
international market for Klenger Meatball UKM is 
the technology, both in terms of Human 
Resources (HR), Materials, and Methods [47]. 
 

Talented and globally competitive human 
resources are a determining factor for the 
success of MSMEs. Excellent human resources 
can be obtained through increasing human 
resources with formal and informal education. 
Excellent human resources who can manage 
MSMEs by utilizing local wisdom, both tangible 
and intangible local wisdom, so that each MSME 
has uniqueness and advantages of each MSME. 

With the intelligence and skills possessed by 
MSMEs, MSMEs can manage existing local 
wisdom so that MSME products can compete in 
international markets [48]. Empowerment of local 
wisdom is closely related to the ability of local 
communities to utilize natural and human 
resources as needed to create a balance. Local 
wisdom is the value of life development based on 
each region's empowerment skills and local 
potential. Local wisdom is the value of life 
development based on empowering local skills 
and potential from each region. Effective MSME 
empowerment is expected to increase their 
productivity so that, in turn, it will strengthen the 
nation's economy and competitiveness. Creative 
industries with local insights are sources of 
knowledge that are dynamically developing, 
continuing in the form of entrepreneurial 
behavior, and can become a creative inspiration 
for MSME entrepreneurs. 
 
Small and medium enterprises in Indonesia, 
particularly in East Java, grapple with numerous 
challenges. Foremost among these are 
inadequate working capital and investment and 
difficulties in marketing, distribution, and 
procurement of raw materials. These problems 
are compounded by limited access to market 
information, HR expertise, and technological 
capabilities. SMEs also face high costs in 
transportation and energy, communication, and 
bureaucratic administration, including obtaining 
business licenses. Economic policies that need 
more clarity or direction add to the uncertainty. 
Innovation is critical, and the relationship 
between innovation and organizational resources 
and skills is a key factor for Indonesian SMEs to 
remain competitive in the global marketplace 
[22,45]. 
 
According to Cahyadi's research in 2016, PT 
Heat Transfer Solusi Indonesia (PT HTSI) is a 
mid-sized firm that produces and supplies heat 
transfer equipment in Surabaya. They have 
undertaken several projects in Bangladesh and 
Malaysia, where they had to navigate differences 
in local policies and work cultures, which can 
cause significant project delays. Consequently, it 
is crucial to collaborate closely with local partners 
who possess a deeper understanding of the 
business environment. Another concern is 
securing funding for these projects, which is 
challenging due to high implementation and 
investment costs [24].  
 
According to recent research, PT Kusmajaya (PT 
KJ) is a moderately-sized furniture manufacturer 
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in Malang. PT KJ has been primarily concerned 
with exports since 2008, striving to expand its 
footprint in the burgeoning overseas furniture 
market. Its products are sold directly or indirectly 
to the United States, Europe, and Asia. The 
furniture sector is fiercely competitive, with 
China, India, and Vietnam dominating the 
market. PT KJ's products are generally priced 
higher than its competitors, but many consumers 
prioritize cost over quality. In conducting 
business with foreign customers, cultural 
considerations are crucial. PT KJ is mindful of 
the significance of communication and the 
necessity for a well-equipped logistics 
infrastructure [24]. Fellow in the furniture 
industry, namely Aida Pasuruan Furniture, can 
survive in the export of furniture production, 
implementing the right strategic model to 
continue free trade flows. Aida Pasuruan 
Furniture uses a production strategy that is 
characterized and serves orders based on 
customer wishes which are integrated through 
innovation, product improvement, and then 
applying social capital through expanding 
business networks [49]. 
 
The type of MSME ownership needs to explain 
an MSME's influence on export intensity. The 
export intensity of an MSME in East Java is 
determined more by R&D, which plays a 
negative role in export behavior and 
income/sales considerations that can positively 
contribute to export intensity. The negative role 
of the innovation control variable (R&D) is 
because MSMEs perceive innovation as a 
transaction cost; if MSMEs incur costs for R&D, it 
will reduce the production costs that must be 
incurred by MSMEs [50]. 
 
A study by Roida et al. [51] discovered that some 
small and medium enterprises (SMEs) utilized 
brokers to facilitate their export activities instead 
of exporting their products directly. While brokers 
help SMEs to internationalize, they also control 
all information, leaving SMEs to act solely as 
providers of goods, accepting orders indirectly 
from buyers. This practice has both positive and 
negative impacts on SMEs. Meanwhile, 
Yudiastuti  discovered the story of CV Arjuna 
999, a fruit chip shop based in Batu City, East 
Java [52]. The owner underwent a rigorous 
internationalization process, which included 
several rejections due to perceived low product 
quality. After much deliberation, the decision was 
made to utilize social media platforms for online 
marketing. The owner of a typical Indonesian 
souvenir business based in Hong Kong 

immediately responded. Their products, which 
rely on local wisdom, have been successfully 
marketed to nearly all ASEAN countries and 
even expanded to the Middle East, including 
various crispy and frozen chips. Utilizing 
Instagram as its primary platform, the business 
operates with a dedicated team managing 
partners such as FB, Shopee, and Content. 
Networking through social media has proven to 
be an effective strategy for entering the market. 
Similarly, UKM woven bag artisans in Ngawi 
have adopted this strategy to maintain their 
network and attract buyers from abroad [53]. 
 
CV Arjuna Flora, a flower export enterprise, 
began its internationalization journey with Japan 
and gradually expanded to Taiwan, the 
Netherlands, and Nepal through its Japanese 
network. Numerous challenges plagued the initial 
phase of the export implementation. However, 
CV Arjuna Bunga overcame these hurdles by 
prioritizing its MOU commitments, even at the 
cost of incurring losses. This dedication fostered 
a favourable impression, propelling the company 
to expand its customer referral network. By 
adopting a networking approach, CV Arjuna 
Flora and CV Arjuna 999 successfully executed 
their internationalization mode entry strategies 
[52]. 
 
The influence of networks in export activities is 
strengthened  [54]. The progress of the Jimbe 
creative industry highly depends on the network's 
efficiency, as it directly affects its performance. A 
well-developed network will lead to improved 
versions of SME's drum jimbe. One such SME, 
Kendang Jimbe, exports its products to China. 
The network aims to boost production volume 
while reducing production costs. It is achieved by 
establishing a vast network of raw material 
suppliers whose role is to support the production 
of raw materials. Furthermore, the owned 
distribution network ensures the accuracy of 
overseas shipments. Strengthened by the results 
of the study that Kendang Jimbe is a wooden 
craft is a unique traditional musical instrument 
that is a leading commodity in the Blitar region, 
which is extracted mainly to China, with the initial 
form of the internationalization process following 
the Uppsala and Networking Models [55]. 
 

4. CONCLUSION AND RECOMMENDA-
TION 

 
This research focuses on the internationalization 
of SMEs in Indonesia, specifically East Java, 
exploring the obstacles and strategies involved. 
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SMEs have a significant role in the nation's 
economic landscape, contributing to employment 
and growth while laying the foundation for new 
industries and bolstering the economy. However, 
despite their importance, East Java SMEs still 
require internationalization assistance. This study 
examines the challenges and entry strategies 
that affect the internationalization of SMEs, 
drawing on empirical data that highlights the 
many difficulties Indonesian SMEs face in their 
internationalization efforts. After analyzing 
empirical data, we discovered that SMEs 
frequently encounter hurdles such as insufficient 
market understanding, communication barriers, 
trade regulations and policies, lack of financing, 
and poor transportation infrastructure. The 
strategic network access model is the preferred 
method for SMEs to pursue internationalization 
independently. As a result, this study offers a 
practical and theoretical review of SME 
internationalization entry strategy models, which 
can help policymakers overcome these 
challenges and encourage internationalization. 
By studying the challenges that SMEs in East 
Java often face, we recommend the following 
strategies to facilitate the internationalization 
process of Indonesian SMEs: 
 

a. To promote climate-friendly business 
development, the government focuses to 
promote climate-friendly business 
development; the government focuses on 
nurturing small and medium enterprises 
(SMEs). A favourable policy environment is 
essential, which should be transparent and 
not impose excessive burdens on SMEs. 

b. Efficiency and the actual requirements of 
SMEs drive the formulation of SME 
programs, focusing on market-oriented, 
demand-driven solutions. The key 
objective is to promote the efficient growth 
of SMEs by improving their productivity 
which in turn fuels their sustainable growth. 

c. Unbalanced structures and access gaps 
can be maintained in the face of the 
economic challenges of globalization and 
free competition. This relevant reform can 
open up space for SMEs to catch up with 
the right strategy. The government's role in 
providing facilities and infrastructure is very 
important to support the smooth 
internationalization process. 

d. The challenges of globalization and free 
competition often result in perpetuating 
unbalanced structures and access gaps. 
However, with relevant reforms, SMEs can 
find their footing and close the gap with a 

well-executed strategy. In this regard, 
government support in providing necessary 
facilities and infrastructure plays a crucial 
role in enabling a smoother 
internationalization process. 

 
This paper's empirical study on SME 
internationalization is confined to East Java. 
Future research should consider gathering 
empirical evidence from various parts of the 
country. It could shed light on decision-making 
processes for the government as well as acquire 
a more comprehensive understanding of 
internationalization strategies for SMEs in 
Indonesia. 
 

COMPETING INTERESTS 
 
Authors have declared that no competing 
interests exist. 
 

REFERENCES 
 
1. Ruzzier M, Hisrich RD, Antoncic B. SME 

internationalization research: past, present, 
and future. J. small Bus. Enterp. Dev. 
2006;13(4):476–497. 
DOI: https://doi.org/10.1108/14626000 
610705705. 

2. Haaja E. Why do some SMEs engage in 
joint internationalisation and others do not? 
Exploring the role of mental images in 
collective international opportunity 
recognition. J. Int. Entrep. 2020; 18(1):15–
43. 
DOI: https://doi.org/10.1007/s10843- 019-
00253-4. 

3. Galan N, Torsein E. Identification of 
international opportunities: A study of 
mature firms in mature industries. J. Int. 
Entrep. 2021;19:53–103. 
DOI: https://doi.org/10.1007/s10843- 020-
00277-1. 

4. Breuillot A, Bocquet R, Favre-Bonté V. 
Navigating the internationalization process: 
Strategic resources for early 
internationalizing firms. J. Int. Entrep. 
2022;20(2):282–315. 
DOI: https://doi.org/10.1007/s10843- 022-
00308-z. 

5. Felzensztein C, Saridakis G, Idris B, 
Elizondo GP. Do economic freedom, 
business experience, and firm size affect 
internationalization speed? Evidence from 
small firms in Chile, Colombia, and Peru. J. 
Int. Entrep. 2022;20(1):115–156. 



 
 
 
 

Aisyah et al.; J. Econ. Manage. Trade, vol. 29, no. 7, pp. 26-39, 2023; Article no.JEMT.98893 
 

 

 
37 

 

DOI: https://doi.org/10.1007/s10843- 021-
00303-w. 

6. Claver E, Rienda L, Quer D. The 
internationalisation process in family firms: 
Choice of market entry strategies. J. Gen. 
Manag. 2007;33(1):1–14. 
DOI: https://doi.org/10.1177/03063070 
0703300101. 

7. Moen Ø, Falahat M, Lee YY. Are born 
global firms really a ‘new breed’ of 
exporters? Empirical evidence from an 
emerging market. J. Int. Entrep. 2022:1–
37. 
DOI: https://doi.org/10.1007/s10843- 022-
00307-0. 

8. Pehrsson A. When are innovativeness and 
responsiveness effective in a foreign 
market? J. Int. Entrep. 2019;17:19–40. 
DOI: https://doi.org/10.1007/s10843- 018-
0242-7. 

9. Fayos T, Calderón H, García-García JM, 
Derqui B. The upcoming rise of SMEs in 
cross-border public procurement: is it a 
matter of networking capabilities? J. Int. 
Entrep. 2022:1–27. 
DOI: https://doi.org/10.1007/s10843- 018-
0242-7. 

10. Fernando WKMHV, Samarakoon SMAK. 
Internationalization issues and export 
performance of manufacturing SMEs in 
North Western Province, Sri Lanka. Asian 
J. Econ. Bus. Account. 2021; 
(January):44–56. 
DOI: 10.9734/ajeba/2020/v20i430333. 

11. Vuorio A, Torkkeli L, Sainio LM. Service 
innovation and internationalization in 
SMEs: antecedents and profitability 
outcomes. J. Int. Entrep. 2020;18:92–123.  
DOI: https://doi.org/10.1007/s10843- 019-
00266-z. 

12. Cieślik J, Kaciak E, Welsh DHB. The 
impact of geographic diversification on 
export performance of small and medium-
sized enterprises (SMEs). J. Int. Entrep. 
2012;10:70–93.  
DOI: https://doi.org/10.1007/s10843- 012-
0084-7 

13. Wijayarathne J, Perera M. Sri Lankan 
SMEs and Perceived Export Barriers 
Evidence from Manufacturing Sector; 
2018. 
DOI: https://doi.org/10.9734/ajeba/201 
8/42459. 

14. Rundh B. International market 
development: the small and medium sized 
firm’s opportunity or dilemma. Manag. 
Decis.; 2015. 

DOI: https://doi.org/10.1108/MD-10- 2014-
0621. 

15. Bell J, Crick D, Young S. Small firm 
internationalization and business strategy: 
an exploratory study of ‘knowledge-
intensive’ and ‘traditional’ manufacturing 
firms in the UK. Int. Small Bus. J. 
2004;22(1):23–56. 
DOI: https://doi.org/10.1177/02662426 
04039479. 

16. Winch GW, Bianchi C. Drivers and 
dynamic processes for SMEs going global. 
J. Small Bus. Enterp. Dev. 2006;13(1):73–
88. 
DOI: https://doi.org/10.1108/14626000 
610645324. 

17. Falahat M, Ramayah T, Soto-Acosta P, 
Lee YY. SMEs internationalization: The 
role of product innovation, market 
intelligence, pricing and marketing 
communication capabilities as drivers of 
SMEs’ international performance. Technol. 
Forecast. Soc. Change. 2020;152:  
119908. 
DOI: https://doi.org/10.1016/j.techfore. 
2020.119908. 

18. Sui S, Baum M. Internationalization 
strategy, firm resources and the survival of 
SMEs in the export market. J. Int. Bus. 
Stud. 2014;45:821–841. 
DOI: https://doi.org/10.1057/jibs.2014. 11. 

19. Reid G, Smith J, Xu Z. The impact of 
strategy, technology, size and business 
environment on the organizational form of 
small firms in China. Asian J. Econ. Bus. 
Account. 2020;20(4):15–32.  

20. Soltanian M, Zailani S, Iranmanesh M, Aziz 
AA. Motivations of SME entrepreneurs to 
become halalpreneurs. J. Sci. Technol. 
Policy Manag; 2016. 
DOI: https://doi.org/10.1108/JSTPM- 07-
2015-0023. 

21. Sudarmiatin S. The analysis of survival 
strategies in small medium enterprises 
during coronavirus pandemic. J. Bus. 
Manag. Rev. 2022;3(2):94–105. 
DOI: https://doi.org/10.47153/jbmr32.3 
122022. 

22. Tricahyadinata I. Kapabilitas Inovasi 
Usaha Kecil dan Menengah di Indonesia. 
Akuntabel. 2013;10:1.  
DOI: https://doi.org/10.29264/jakt.v10i 
1.49. 

23. Kerti Y. Strategi Peningkatan 
Internasionalisasi pada UKM Kerajinan 
Kayu. Bul. Stud. Ekon., 2020;25(1):153–
165. 



 
 
 
 

Aisyah et al.; J. Econ. Manage. Trade, vol. 29, no. 7, pp. 26-39, 2023; Article no.JEMT.98893 
 

 

 
38 

 

24. Cahyadi I. Tantangan Internasionalisasi 
UKM di Indonesia dalam Menghadapi 
Masyarakat Ekonomi ASEAN. Kajian. 
2016;20(2):129–143. 

25. Assaf AG, Josiassen A, Ratchford BT, 
Barros CP. Internationalization and 
performance of retail firms: a Bayesian 
dynamic model. J. Retail. 2012;88(2):191–
205. 
DOI: https://doi.org/10.1016/j.jretai.20 
11.11.005. 

26. Soesetio Y, Rudhiningtyas DA, 
Sudarmiatin S, Mukhlis I. Does 
internationalization moderate the effect of 
SMEs size, age, and other financial 
determinants on investment opportunities 
set? Evidence from Indonesia. JEMA J. 
Ilm. Bid. Akunt. dan Manaj. 
2021;18(2):164–186.  
DOI: https://doi.org/10.31106/jema.v1 
8i2.10393. 

27. Ayandibu AO, Houghton J. The role of 
small and medium scale enterprise in local 
economic development (LED). J. Bus. 
Retail Manag. Res. 2017;11(2).  

28. Ahmad S, Siddiqui KA, AboAlsamh HM. 
Family SMEs’ survival: the role of owner 
family and corporate social responsibility. 
J. Small Bus. Enterp. Dev.; 2020. 
DOI: https://doi.org/10.1108/JSBED- 12-
2019-0406. 

29. Kaukab ME. Internasionalisasi UMKM di 
Indonesia. Lit. Rev. dan Pengemb. 
Konsep. 2016 (November 2020);1–21.  
DOI: 10.13140/RG.2.2.21887.64163. 

30. Wilujeng IP. Understanding the 
internalization stratey for MSMEs. Int. J. 
Sci. Technol. Manag. 2021;2(4):1133–
1140. 
DOI: https://doi.org/10.46729/ijstm.v2i 
4.249. 

31. Daszkiewicz N, Wach K. 
Internationalization of SMEs: Context, 
Models and implementation. 
2017;5(January 2012).  
Available: 
http://ssrn.com/abstract=2198050 

32. Johanson J, Vahlne JE. The 
internationalization process of the firm—a 
model of knowledge development and 
increasing foreign market commitments. J. 
Int. Bus. Stud. 1977;8:23–32. 

33. Johanson J, Vahlne JE. The Uppsala 
internationalization process model 
revisited: From liability of foreignness to 
liability of outsidership. J. Int. Bus. Stud. 
2009;40:1411–1431. 

34. Coviello N, Munro H. Network relationships 
and the internationalisation process of 
small software firms. Int. Bus. Rev. 1997; 
6(4):361–386. 

35. Johanson J, Mattsson LG. 
Internationalisation in industrial systems—
a network approach. Springer; 2015. 

36. Barney J. Firm resources and sustained 
competitive advantage. J. Manage. 
1991;17(1):99–120. 
DOI: 
https://doi.org/10.1177/0149206391017001
08. 

37. Liuhto K. East Goes West: The 
Internationalization of Eastern Enterprises. 
Lappeenranta University of Technology; 
2001. 

38. Wiklund J. Theoretical perspectives in 
research on firm growth; 1996. 

39. Havnes PA. Internationalization of small 
and medium sized enterprises: an 
analytical model. In Rent VIII Conference. 
1994;24:25. 

40. Fletcher R. A holistic approach to 
internationalisation. Int. Bus. Rev. 
2001;10(1):25–49.  
DOI: https://doi.org/10.1016/S0969-
5931(00)00039-1. 

41. Bell J, McNaughton R, Young S, Crick D. 
Towards an integrative model of small firm 
internationalisation. J. Int. Entrep. 
2003;1(4):339–362. 
DOI: 10.1023/A:1025629424041. 

42. Mejri K, Umemoto K. Small- and medium-
sized enterprise internationalization: 
Towards the knowledge-based model. J. 
Int. Entrep. 2010;8(2):156–167. 
DOI: 10.1007/s10843-010-0058-6. 

43. Rochayatun SS, Bidin R. Mode of entry 
strategy on SMEs internationalization in 
East Java: A review of literature. Asian J. 
Econ. Bus. Account. 2022;22(15):20–32.  
DOI: 10.9734/ajeba/2022/v22i1530626. 

44. Tambunan T. Export‐oriented small and 
medium industry clusters in Indonesia. J. 
Enterprising Communities People Places 
Glob. Econ. 2009;3(1):25–58.  
DOI: https://doi.org/10.1108/17506200 
910943661. 

45. Sultoni MH, Sudarmiatin S, Bidin R. SMEs 
internationalization process through brand 
awareness and perceived quality. J. 
Manag. Sci. 2022;5(2):31–36. 

46. Purwanto H. The Potential of 
internationalization of small and medium 
micro enterprises in SAWO Leather Crafts, 
Magetan District, East Java, Indonesia. Int. 



 
 
 
 

Aisyah et al.; J. Econ. Manage. Trade, vol. 29, no. 7, pp. 26-39, 2023; Article no.JEMT.98893 
 

 

 
39 

 

J. Sci. Technol. Manag. 2021;2(3):650–
659. 
DOI: https://doi.org/10.46729/ijstm.v2i 
3.222. 

47. Sukarno H, Wulandari D, 
Prasetiyaningtiyas S, Khusna K, Fauziyyah 
S. Model distribusi menuju pasar 
internasional industri kreatif kuliner 
kabupaten jember. J. Ilm. Ekon. Dan 
Bisnis. 2022; 19(1):66–75.  
DOI: 10.31849/jieb.v19i1.7135. 

48. Dalimunthe RF, Sitohang AMD. 
Strengthening UMKM Human Resources 
Towards Internationalization,” East Asian 
J. 2022;1(5):789–800. [Online].  
Available:https://journal.formosapublisher.o
rg/index.php/eajmr/article/view/521%0Ahtt
ps://journal.formosapublisher.org/index.ph
p/eajmr/article/download/521/405. 

49. Pambudy, Sudarmiatin AP, Muklis I. 
MSME internationalization empowerment 
strategy: A case study of aida furniture in 
Pasuruan, Jawa Timur. J. Manaj. Bisnis, 
Akunt. dan Keuang. 2022; 1(2):117–126. 
DOI: 10.55927/jambak.v1i2.1885. 

50. Sunarjanto NA, Roida HY, Astri Christiana. 
Analysis of the internationalization strategy 
of the,” Proceeding Semin. Nas. Call Pap. 
2012;2:1–14.  

51. Roida HY, Sunarjanto NA, Jayaprana W. 
Internasionalisasi Usaha Mikro, Kecil, dan 
Menengah (UMKM) Ditinjau dari Tipe 

Kepemilikan: Studi Empiris di Jawa Timur. 
J. Manaj. Teor. dan Terap. 2010;3(2):146–
154. 
DOI: https://doi.org/10.20473/jmtt.v3i2. 
2399. 

52. Yudiastuti A, Murwani FD, Hermawan A. 
Network perspective in the 
internationalization of Indonesian SMEs in 
the Era of Indutrial revolution 4.0. Int. J. 
Sci. Technol. Manag. 2021; 2(4):1073–
1081.  
DOI: https://doi.org/10.46729/ijstm.v2i 
4.242. 

53. Sidanti H. Internationalization, digitalization 
and sustainability development UMKM 
woven bag products in Ngawi district. Int. 
J. Sci. Technol. Manag. 2021;2(3):660–
667.  
DOI: https://doi.org/10.46729/ijstm.v2i 
3.221. 

54. Ratnawati S, Sudarmiatin, Bidin R. The 
role of market orientation through 
networking in increasing the performance 
of the export creative industry. Am. Int. J. 
Bus. Manag. 2022;5(04):113–122,  

55. Meldona M, Sudarmiatin S, Bidin R. SMEs’ 
internationalization strategy in export 
creative industry: case study from 
Kendang Djembe Creators at Blitar, East 
Java, Indonesia. Int. J. Educ. Res. Soc. 
Sci. 2022;3(2):1067–1079.  
DOI: 10.51601/ijersc.v3i2.363 

_________________________________________________________________________________ 
© 2023 Aisyah et al.; This is an Open Access article distributed under the terms of the Creative Commons Attribution License 
(http://creativecommons.org/licenses/by/4.0), which permits unrestricted use, distribution, and reproduction in any medium, 
provided the original work is properly cited. 
 
 

 

 

Peer-review history: 
The peer review history for this paper can be accessed here: 

https://www.sdiarticle5.com/review-history/98893 

http://creativecommons.org/licenses/by/4.0

