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Keywords: Abstract: There is an increasing interest in and intention of firms to interna-
Internationalization; tionalize their business operations. Internationalization has become a critical
Innovation; strategy for businesses to achieve competitive advantage and to have better
Western Balkans performance. However, the decision to internationalize business operations is

driven by different factors that vary across countries and sectors. This research
aims to empirically analyse the factors that drive businesses’ decisions to go
internationally. To do so, the analysis draws on the Barometer Business Opinion
in six countries of the Western Balkans. Considering the data from 1,200 business
leaders, the ordinal logistic regression was employed to test the hypothesis. The
results confirm that Western Balkan businesses internationalize their operations
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1. INTRODUCTION

In today’s globalized economy, internationalization has become a pivotal strategy for businesses
seeking growth and a competitive advantage. Companies are increasingly venturing beyond domes-
tic borders to capitalize on new market opportunities, diversify revenue streams, and mitigate risks
associated with saturated home markets. However, the decision to internationalize into foreign mar-
kets is influenced by a complex array of factors that vary across regions and industries. Businesses
internationalize for various reasons, including technological advancement, market diversification,
risk mitigation, and leveraging social networks. For most firms, international expansion is a key
strategy to achieve growth and competitiveness in an interconnected global marketplace. The motives
of driving firms to venture beyond domestic borders are diverse, ranging from market seeking and
cost reduction to technological advancement and risk mitigation. Firms often internationalize to
access new customers and diversify revenue streams, especially when domestic markets are saturated
(Cavusgil & Knight, 2015; Johanson & Vahlne, 2015). Many also seek to reduce costs by relocating
operations to regions with cheaper inputs or more favorable economic conditions (Mudambi, 2008;
Ngo & Igwe, 2019). Other drivers include securing natural resources, accessing skilled labor, and
leveraging social networks to ease internationalization (Asiedu, 2006; Han et al., 2024). Firms are also
drawn to favorable regulatory and tax environments, which reduce risks and enhance profitability
(Bénassy-Quer¢ et al., 2007). Meanwhile, weak institutions in home countries often push businesses
to explore better opportunities abroad (Ettalibi et al., 2025). In sum, international expansion reflects
a strategic response to both opportunities and challenges in the global landscape.

The Western Balkans, a region encompassing six economies in Southeast Europe, has been under-
going significant economic transformation and integration into global markets. Despite its strategic
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location and potential for growth, there is limited empirical research on the motivations driving
businesses in this region to internationalize. Understanding these drivers is crucial for business
leaders aiming to formulate effective internationalization strategies and for policymakers focused
on fostering economic development.

This study seeks to explore the key motivations influencing businesses operating in the Western
Balkans to expand their activities for internationalization. Drawing on data from the Balkan
Barometer Business Opinion Survey 2024, which sampled 1,200 business leaders across the
region, the research employs ordinal logistic regression to analyze the impact of various factors
on the likelihood of international expansion. Specifically, it assesses motivations such as access
to natural resources and raw materials, technological innovation and capabilities, and access to
land or real estate. The central research question guiding this investigation is: What are the key
motivations influencing businesses in the Western Balkan countries to expand their activities to
be internationalized? By addressing this question, the study aims to contribute to the broader
literature on international business strategy, particularly within developing market contexts. The
findings offer valuable implications for business leaders by highlighting which factors are most
influential in promoting internationalization. Additionally, the research provides a foundation
for future studies and informs policymakers on creating environments conducive to international
business expansion.

This article is structured as follows. The second section provides the literature review on the main
motivations of businesses to internationalize. The third section explains the methodology. The
fourth section presents the ordinal logistic regression results, and the final section outlines the
main findings and the research and policy implications.

2. LITERATUREREVIEW

For most firms, internationalization has been and will continue to be one of the strategic imperatives
toward seeking growth and competitiveness in the global marketplace. In addition, the motives
behind a firm’s decision to venture beyond domestic borders are very varied, as documented by
quite a significant amount of literature on the subject. Gaining an understanding of such drivers
is important to understand the global dynamics of business and what motivates foreign direct
investment.

One of the major drivers for internationalization is market seeking. Firms often enter foreign markets
in search of new customers to increase sales and achieve growth beyond their saturated domestic
markets. Internationalization can help companies diversify their revenue streams and capitalize
on emerging market opportunities (Cavusgil & Knight, 2015; Johanson & Vahlne, 2015). It thus
represents a strategic move that might allow these firms to partly avoid specific risks arising from
market saturation and economic contraction in home countries.

Besides searching for new customers, companies often internationalize to lower their production
costs. They aim to save money by moving their operations to places where labor is cheaper, raw
materials cost less, or the economy is more favorable. This strategy helps them become more
competitive in their industry (Mudambi, 2008; Ngo & Igwe, 2019).

Along with reducing costs, companies aim to better integrate their entire production process,
known as the value chain. By expanding internationally, they can place different parts of their
operations in locations that maximize efficiency, cut down delays, and simplify supply chain
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management (Mudambi, 2008; Porter, 1986; Kogut, 1985; Ngo & Igwe, 2019). By strategically
spreading activities like manufacturing, assembly, and distribution across different countries,
firms can enhance their overall operational effectiveness.

Another major reason why companies internationalize is to access natural resources and raw
materials. Firms invest in countries rich in specific resources they need for their production pro-
cesses (Asiedu, 2006; Kolstad & Wiig, 2012; Ngo & Igwe, 2019). This not only ensures they have
a steady supply but also cuts costs related to shipping and import taxes.

Moreover, companies are often drawn to opportunities for technological innovation available in
other countries. Going global allows them to gain new technologies, innovate, and strengthen their
competitive edge by tapping into advanced foreign knowledge and research facilities (Nisar et al.,
2012; Ngo & Igwe, 2019). Laurens et al. (2015) analyzed the internationalization motives of firms
through patent portfolios. Their findings highlight that companies often expand internationally to
enhance technological capabilities and strategically strengthen their competitive position. Inno-
vation and patent activities are seen as key motivators, especially in technology-driven industries
where global presence amplifies competitive advantage. Han et al. (2024) provided insights into
the importance of social networks in internationalization. Their systematic review of 210 studies
reveals that robust social ties significantly reduce the uncertainties associated with foreign market
entry. These networks enable firms to access critical market information, build trust-based rela-
tionships, and acquire resources essential for successful international operations.

Access to skilled workers abroad is another strong motivator. Having a highly qualified and
specialized workforce helps companies boost productivity, innovate, and maintain a competitive
advantage in their fields (Lewin et al., 2009). Skilled labor is especially important in sectors that
require advanced technical expertise or specialized knowledge.

Sometimes, the desire to secure physical assets like land or real estate in other countries drives
companies to expand internationally. Owning strategic physical assets is crucial for operations
like manufacturing plants, retail stores, or resource extraction sites (Wei et al., 2007). Property
abroad can also be a good long-term investment if its value increases over time.

A business-friendly legal and regulatory environment also encourages foreign investment. Favorable
legal systems, helpful regulations, and stable political situations reduce risks and costs, making
some countries more attractive to invest in (Bénassy-Quéré et al., 2007; Henisz, 2000). Companies
prefer to invest where the legal system protects their interests and regulatory hurdles are minimized.
Ameyaw et al. (2023) conducted a systematic literature review on foreign divestment strategies
in emerging markets. Their research reveals that economic instability, regulatory challenges, and
socio-political risks often compel businesses to withdraw from certain markets. However, they
also find that firms re-enter these markets when conditions improve, underscoring the dynamic
nature of international business strategies and the need for balancing risk with opportunity. Ettalibi
et al. (2025) examined the role of institutional voids and socio-political factors in driving inter-
nationalization. Their findings suggest that firms operating in countries with weak institutional
frameworks, such as inefficient regulatory environments or widespread corruption, are more
likely to seek foreign markets. By expanding internationally, these businesses aim to mitigate
challenges and capitalize on better institutional conditions abroad.

Lastly, tax rates in other countries can greatly influence a company’s decision to internationalize.
Lower or more favorable tax systems can increase after-tax profits, prompting firms to move or set
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up operations abroad to optimize their tax responsibilities (Buettner & Ruf, 2007). Tax incentives
and good fiscal policies make certain countries especially appealing for foreign direct investment.

This study aims to explore the motivations of businesses operating in the Western Balkan coun-
tries to expand their activities internationally. The research question this article seeks to answer is
“What are the key motivations influencing businesses in the Western Balkan countries to expand
their activities to be internationalized?”

3. DATA, VARIABLES, AND METHODS
3.1. Data

The 2024 Balkan Barometer Business Opinion survey was conducted in March and April 2024
in Albania, Bosnia and Herzegovina, Kosovo*, Montenegro, North Macedonia and Serbia. They
were financially supported by the Regional Cooperation Council (2024). The RCC initially drafted
the questionnaire in English, after which it was translated it into the relevant local languages. RCC
then reviewed and approved these translations to ensure accuracy. Given the use of the CAPI meth-
odology, the questionnaires were digitized and loaded onto laptops or tablets for the interviewers.
A designated supervisor in each economy conducted a final review of the programmed digital
questionnaires to ensure they were ready for use in the field. The selection of companies for the
Business Opinion Survey was carefully designed to ensure a representative sample across the
Western Balkan region. Companies were chosen randomly, covering a diverse range of regions,
sectors, sizes, and ownership structures. This approach ensured that the survey captured a broad
spectrum of business perspectives. To achieve this, official data from the statistical offices of each
Western Balkan economy served as the primary data source, providing a reliable foundation for
the random selection process. A total of 1,200 businesses across WB6 were interviewed.

3.2. Variables
3.2.1. Dependent variables

The dependent variable measures the likelihood of a business extending its activities into new
foreign markets over the next 12 months. It answers the question “How likely is your business
to extend activity in (new) foreign markets”? It is categorized on a 4-point scale: 1- Very Likely,
2-Neither Likely nor Unlikely, 3- Rather Unlikely and 4- Very Unlikely.

3.2.2. Independent variables

The independent variables consist of various motivations for a company to invest abroad, each

recorded as a binary indicator where 1 signifies that the reason is true for the company and 0

indicates it is not.

- Access to new markets: Whether the company is motivated to expand internationally to reach
new markets.

- Lower production costs: the desire to reduce expenses, including labor costs, through foreign
investment.

- Better integration of the value chain: aiming for smoother operations and supply chain effi-
ciencies abroad.

* Under the UN Resolution 1244.
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- Access to natural resources and raw materials: the need to secure vital resources for produc-
tion purposes.

- Technological innovation and capabilities: seeking advanced technologies or innovation
opportunities available in foreign markets.

- Skilled labour market: the availability of a highly qualified workforce as a motivation for
international expansion.

- Access to land or real estate: the appeal of securing physical assets such as land or property
in other countries.

- Business-friendly legal and regulatory environment: favorable legal conditions that might
encourage foreign investment.

- Tax rates: the influence of lower or more advantageous tax rates in other countries.

3.2.3. Control variables

- Size of the company: This is a categorical variable that indicates the size of the company based
on the number of employees, coded as follows:1 = Micro company (up to 9 employees),2 =
Small company (10—49 employees),3 = Medium-sized company (50-249 employees) and 4
= Large company (more than 250 employees).

- Country of operation: This categorical variable identifies the country where the company
operates. The coding is as follows: 1 = Albania, 2 = Bosnia and Herzegovina, 3 = Kosovo®,
4 = Montenegro, 5 = North Macedonia and 6 = Serbia.

- Legal form: This is a categorical variable that indicates the status of the company based on
the legal form that they are registered in every country.

3.3. Modelling framework

This study uses the Ordinal Logistic Regression framework to analyze the relationship between the
likelihood of a business extending its activities into new foreign markets and the motives of doing
that. This method is appropriate when the dependent variable is ordinal, meaning it has a natural
order but no consistent interval between categories, which is the case of our dependent variable.

4. RESULTS

Firstly, access to new markets emerged as a highly significant predictor. With an estimate of
1.125 (p < .001), this variable indicates a strong positive association, suggesting that businesses
motivated by the opportunity to tap into new markets are much more inclined to consider inter-
national expansion.

In contrast, lower production costs did not demonstrate a significant impact, with an estimate
of 0.407 (p = .173). This result suggests that the allure of cost savings, including cheaper labor
or reduced manufacturing expenses, does not play a pivotal role in driving firms’ decisions to
internationalize.

Interestingly, the influence of access to natural resources showed borderline significance. With
an estimate of 0.692 (p = .069), it implies that while not definitively impactful for all firms, this
factor could be crucial for those dependent on resource access, particularly in sectors like manu-
facturing or energy, where raw materials are vital.

* Under the UN Resolution 1244
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Similarly, technological innovation, with an estimate of 0.591 (p =.067), was also on the border-
line of significance. This indicates that companies may be motivated to expand internationally
to gain technological advantages or innovate in more advanced markets, although this is not a
dominant driver for all.

Access to land or real estate presented an estimate of 1.327 (p =.061), again showing borderline
significance. This suggests that for asset-intensive industries, the availability of strategic land or
real estate could be a key consideration, though it is not universally significant across all sectors.

The analysis reveals that certain factors traditionally considered important for internationaliza-
tion, such as a skilled labor market, a business-friendly legal and regulatory environment, and
tax rates, do not significantly influence companies’ decisions to internationalize. Despite having
positive estimates, the p-values for each of these predictors indicate that their impact is statistically
negligible.

The analysis further revealed the impact of company size. Micro Enterprises showed a significant
negative effect with a coefficient of -0.982 (p =.006), indicating that smaller firms are less likely to
extend their activities abroad, likely due to limited resources or risk tolerance. On the other hand,
small enterprises and medium enterprises did not exhibit significant effects, with coefficients of
-0.393 (p=.280) and -0.164 (p = .662), respectively, suggesting that size alone is not a definitive
factor for these groups.

Legal forms, as the analysis revealed, do not significantly influence companies’ decisions to
internationalize despite having negative estimates.

Finally, the analysis uncovered notable country-level variations. Businesses from Albania had
a significant positive coefficient of 0.665 (p < .001), implying a strong likelihood of extending
abroad. Similarly, firms from Bosnia and Herzegovina showed a significant positive effect with
a coefficient of 0.617 (p =.001), while companies from Kosovo* exhibited an even stronger asso-
ciation, with an estimate of 1.240 (p <.001). These results suggest that firms from these regions
are particularly inclined to internationalize, perhaps due to market constraints or strategic oppor-
tunities. Conversely, the effect for Montenegro was borderline significant with a coefficient of
-0.356 (p=.067), indicating a potential reluctance to expand abroad. Meanwhile, North Macedonia
had a non-significant effect, with an estimate of 0.146 (p = .458), suggesting that country-specific
factors might play a less critical role for businesses from this nation.

Table 1. Results of ordinal logistic regression

Motives Estimate Std. Error

Access to new markets 1.125%** 201
Lower production costs, including labour force costs 407 .299
Better integration of your company’s value chain 216 .286
Access to natural resources and raw materials 0.692%* .381
Technological innovation and capabilities .591* 323
Skilled labour market 185 304
Access to land or real estate 1.327* 707
Business-friendly legal and regulatory environment 233 473
Tax rates 0.412 770

* Under the UN Resolution 1244
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Size (RC: Large)

Micro -.982%** .359
Small -.393 364
Medium -.164 .376
Country (RC: Serbia)

Albania 665%** 198
BiH O17%%* 192
Kosovo**** 1.240%** .195
Montenegro -.356%* 194
North Macedonia 146 197
Legal form (RC: Joint stock)

Physical person -078 365
Limited liability -.054 .289
N 1200

Nagelkerke ,220

Standard errors in parentheses: ***p < 0.01, **p < 0.05, *p < 0.1.
##%% Under the UN Resolution 1244,
Source: Authors’ calculations based on Regional Cooperation Council (2024)

5. FUTURE RESEARCH DIRECTIONS

There is further research that can be made in this field, especially to better understand the reason
why firms from Western Balkan countries internationalize. At first, future research may con-
sider a longitudinal study related to this topic. The idea presented in this study can also serve as
guidance for future research, which may reveal other motives for internationalization, beyond
the traditional ones.

6. CONCLUSION

The findings from the analysis highlight that access to new markets is a primary and highly sig-
nificant driver of internationalization for businesses in the Western Balkans. Factors like access to
natural resources and technological innovation demonstrated borderline significance. This implies
that, while not universally impactful, these considerations may be critical for resource-dependent
sectors, like manufacturing or energy, or for firms looking to innovate by leveraging advanced
foreign technologies. Similarly, access to land or real estate also showed borderline significance.

In contrast, the traditionally important factor of lower production costs did not show a significant
influence, indicating that cost-saving opportunities such as cheaper labor or reduced manufactur-
ing expenses are not compelling enough to drive international investment decisions. On the other
hand, factors such as a skilled labor market, business-friendly regulatory environments, and tax
rates were found to be statistically insignificant.

The findings of this study have significant implications for businesses and policymakers striving
to foster internationalization. For businesses, the results emphasize the critical importance of
market-seeking strategies. Firms in the Western Balkans aiming for internationalization should
prioritize identifying and accessing new customer bases, as market opportunities remain the most
influential driver for expansion. Companies need to invest in thorough market research and develop
customer-centric strategies to ensure a successful internationalization. For resource-intensive or
asset-heavy industries, the availability of natural resources or real estate abroad should be a key
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consideration. Similarly, technology-driven businesses must look to internationalize as opportu-
nities to enhance their innovation capabilities and strengthen their competitive edge.

However, smaller firms, especially micro-enterprises, face significant hurdles in expanding inter-
nationally due to resource constraints. These firms should consider partnerships, collaborations,
or government-backed programs that can mitigate financial and operational risks, enabling them
to overcome the barriers of internationalization. In contrast, medium and large firms have greater
capacity to navigate complex markets but still need to tailor their strategies to account for sec-
tor-specific opportunities and risks.

From a policy perspective, the findings suggest that governments in the Western Balkans must
focus on creating conditions that enhance access to internationalization. Negotiating favorable
trade agreements, reducing bureaucratic hurdles, and investing in cross-border infrastructure will
be pivotal in enabling firms to expand. Policymakers should also consider the sectoral nuances
of internationalization by ensuring the strategic availability of natural resources and land, which
can serve as critical levers for attracting investments and supporting outbound expansion.

In addition, fostering a robust ecosystem for technological innovation will be vital. Governments can
incentivize research and development through grants, tax breaks, and international collaborations,
thereby equipping firms with the tools needed to thrive in competitive global markets. Supporting smaller
firms through targeted interventions, such as financial assistance programs, training initiatives, and
access to market intelligence, will be particularly important in overcoming their inherent limitations.

At the regional level, cooperation among Western Balkan economies can harmonize regulatory
environments, streamline cross-border trade, and position the region as a unified and competitive
player in global markets. Moreover, institutional reforms aimed at strengthening governance,
reducing corruption, and enhancing legal transparency are essential to creating a business-friendly
environment that attracts both foreign investors and supports domestic firms in their internation-
alization efforts.

In conclusion, businesses and policymakers in the Western Balkans must work hand-in-hand to
address the barriers and leverage the drivers of international expansion. By focusing on market
opportunities, fostering innovation, and creating a conducive regulatory environment, the region
can unlock its full potential for global competitiveness and sustainable economic growth.
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