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Abstract 
This paper researched the different barriers, and various challenges 

faced by the SME sector of Khyber Pakhtunkhwa, in their pursuit of 

adoption and diffusion of innovation for gaining their competitive 

advantage and growth. A qualitative case study research design was 

used to collect data from eight pharmaceutical enterprises. Semi-

structured interviews were utilized for this purpose, which were based 

on the themes reviewed from the literature. This approach benefited 

this investigation because it allowed the researchers to personally 

observe the phenomenon in its physical settings, in addition to eliciting 

the personal viewpoints of the respondents. Our results suggest that 

there are skill barriers as well as financial barriers in the some of the 

case study enterprises, but the government and concerned departments 

do not support them in any way. 

Keywords: Diffusion of Innovation, SMEs, Skills and Expertise, 

Financial Barriers, Government Departments  

 

Introduction 

Small and medium enterprises play a crucial role in the economic 

prosperity of a nation (Kayanula & Quartey, 2000). During the late 70s 

through the early 80s SMEs started to become more innovative and 

flexible in reducing costs, as well as increasingly efficient in producing 

intermediate-level goods compared to large firms, thus contributing to 

the economies globally. On the lower note, however, SMEs are labeled 

for being a fragile financial entity which can go broke frequently. 

Besides, these enterprises are sometimes stereotyped for producing lesser 

quality goods and short living products. In the developed world, SMEs 

depend on the business life cycles and a booming economy for their 

sustained continuance. On the contrary, the SMEs growth in a 

developing economy depends on crisis cycles (Farinha & Félix, 2015). 

An SME has the risk of becoming bankrupt at the very early stage as 

they often do not survive their second birthday. It is often felt essential 

that the SMEs that lack sufficient seed money need to secure funding 

from banks. Entrepreneurs who want to invest their financial and human 

resources to SMEs do so only when they feel that there is a substantial 
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political stability. Also, security and safety is an integral part for SMEs 

establishment in a country. The more the crime rate increase, lesser the 

number of SMEs that are established. Historically speaking businesses 

operate successfully in proximal and favorable geographic locations. 

Favorable environments and their ensuing demographics have a 

determined effect on SMEs growth by reassuring that the mortality rates 

of the SMEs are lower. Thus SMEs can grow to become corporate units 

only and only if they are innovative (Cannarella & Piccioni, 2007).  

This is studied is conducted to address the challenges that pharmaceutical 

SMEs face in Khyber Pakhtunkhwa province of Pakistan. The main 

objective is to identify the barriers so that the policy makers and 

practitioners both take necessary actions to address them subsequently 

for SMEs growth.  

Literature review 

Due to numerous constraints faced by domestic SMEs in skills, 

resources, and experience, the need of learning innovation and producing 

novel services and goods for export becomes more important(Taylor, 

2013). The National Innovation initiatives offer chances for economies to 

grow and prosper as innovation is one of the major mean of achieving 

economic prosperity. While incorporating innovation hubs as being 

important for national and local growth, developing countries will find 

many hurdles doing so. A model which can involve experienced 

inventors and research teams and government agencies as intermediaries 

may connect with SMEs to produce innovatively. Government also plays 

a vital role in promoting innovation as it provides roadmaps through its 

programs ,promotes innovation through introduction of innovation 

friendly policies and protect innovation through regulations(Yao, 2008). 

A very little very rare use of internet only limited to email is seen even in 

some SMEs of developed countries. Lack of Internet infrastructure and 

online mode of payments are the problem of  E-commerce in SMEs .The 

kind banks that operate in the developing countries are still conventional 

and they do not have online system. Many developing countries have 

tried their luck at E-Commerce but due to very high costs for introducing 

ICTs a very little realization of this dream have been possible as yet; 

only 1.6% of global E-Commerce comes from Middle East and Africa 

(Hussain & Centre, 2014). Another barrier is that far too little of the 

benefits are perceived by the firms, very hardly organizations are ready 

to adopt and competitors may put pressure alongside. The lack of judicial 

systems efficient enough to make good solutions to address the issues, 

the lack of financial and managerial resources to utilize the external 

network is one other problem. To add to this, the lack of enforcement 

and improper, insufficient legislation is highly ranked barrier in the face 



Global Development in Humanities, Education and Civilization (GDHEC 2017) 

Journal of Managerial Sciences  427  Volume XI Number 03  

of SMEs making( Vrgovic, Vidicki, Glassam, & Walton , 2012). In some 

of the other studies, the researchers have counted for fewer resources, 

less inventive and creative employees and the lack of understanding of 

idea generating as the barriers to innovation in their study(Vrgovic et al., 

2012). 

SMEs face many hurdles internally such as lack of resources and 

deficiency in meeting up the many challenges of the new business 

environment. This is more common in developing countries where the 

entrepreneurs lag behind in specialized education as well as international 

exposure (Antoldi, Cerrato, & Depperu, 2011). The role of governments 

become more important in this regard and they  need to steer innovation 

by establishing innovative friendly conditions through introducing social 

capital frameworks, cooperation, and reciprocity for learning(De Propris, 

2002). Impacts are mainly on government regulations which has added to 

as much as half of the entire hurdles to innovation, along with finance, 

manufacturing and workforce lack of skills (Hadjimanolis, 1999).At 

times the financing becomes a problem for the smaller firms as some 

empirical studies represent that the high tech industries relocate more 

than the low tech industries and that these movements and relocations 

need much higher R&D budget and for the development of Scientists and 

Engineers then those consumed by the low tech(Kerr, 2010). On top of 

that the introduction of innovation to enterprise has the risk of facing 

additional risks which cannot be forecasted or quantified .The internal 

and external resources of the firm define the overall entrepreneurial 

environment for the firm. Sometimes the dilemma is not that firms fail to 

adopt innovation rather they fail to avoid those innovation processes and 

technologies which were promoted and adopted in the past. When risk 

aversion is highly perceived, then other incentives like financial ones do 

not work well to stimulate the diffusion of innovation appropriately as 

the high non-economic sources may cause opposition at different 

dimensions of risk(Cannarella & Piccioni, 2009). 

In a rural environment, the stagnation and static conditions can 

be elevated by linking up with more innovative firms in the same 

locality, and by adopting new technologies that can be acquired as result 

of contacts with centers for innovation. During any process of change 

and knowledge flow, SMEs often face resistance to positive corrective 

measures taken to define and implement innovation (Salthouse & 

Maurer, 1996; Onduru, de Jager, Gachini, & Diop, 2001). Resistances to 

the diffusion of innovation are different from Inertia in organization. 

While resistance is a state of re-action to change, inertial state of 

organization is the state of inactiveness over a long period of time. In a 

natural setting, firms do not normally want to innovate and change 



Global Development in Humanities, Education and Civilization (GDHEC 2017) 

Journal of Managerial Sciences  428  Volume XI Number 03  

according to the external modifications and changes having the 

difficulties and lack of administrative potential. In economic terms, 

inertia is the state of a firm where it lacks a plasticity to capitalize on the 

persistence of forms and functions (Hoffman & Bazerman, 2005; 

Rumelt, 1995). The inertial state of firm is related to the routine exercises 

of firm which are non-deliberate, repetitive, contextual and process 

related Employees in an enterprise where routine is prevalent save time 

as they can get away with mental stress and tiredness, making use of the 

scarce information(Cohen, Burkhart, Dosi, Egidi, Marengo, Warglien,  & 

Winter, 1996) . However if this kind of routine work stops the 

organization to undertake any innovation, this situation becomes 

alarming. Sometimes the lack of processes which are idea generating 

friendly in the firms, create obstacle in the ways of employees to put 

forward their suggestions for innovative services and ideas (Edvardsson, 

Johnson, Gustafsson, & Strandvik, 2000). 

The barriers to the adoption and implementation of innovation is 

an important topic but it is often studied in developed and industrialized 

countries more than in less and developing countries (Bell & Pavitt, 

1992). Barriers are those factors which as oppose to facilitators (which 

motivate innovation) can hamper innovation in any way. It is important 

to find out the impact of the barriers on innovation processes; however it 

is difficult to measure the consequences of the barriers on the innovation. 

The barriers of innovation can be categorized as exogenous or eternal 

and endogenous or internal barriers. The external barriers include 

obstacles to supply, demands and environmental barriers. The difficulties 

in receiving the raw, financing and technological knowledge are included 

in supply related barriers. The market constraints, customers’ needs 

meeting and perception of risk in innovation processes are demand 

oriented barriers. The government regulations, policy implications and 

anti-trust measures are categorized as environmental barriers.  

Internal barriers can be placed into firstly, resource based such 

as lack of funds, technical skills, and lack of management time and 

secondly, into culture and system oriented; out dated accountancy 

system, and thirdly, behavioral barriers like the top managers fear of risk 

and employees resistance to accept change and innovation. The 

sequential barriers can be understood as the barriers ought to have 

varying effects at various times in the innovation process. The lack of 

finance may have massive impact at the implementation stage whereas 

the lack of information may have serious impact during the planning and 

ideas generation stages of innovation. Whatever the sequence is, the 

understanding of these barriers help in smoothening the flow of 

innovation as after the identification of a particular obstacle, it becomes 
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way too easy to eliminate and solve it and settle the natural flow of 

innovation (Tidd & Trewhella, , 1997). 

As the SME lag behind in internal resources and expertise, it 

needs technology and resources from external networks and collaborators 

to overcome the barriers. More barriers mean more networking needed. 

As a matter of fact, SMEs everywhere face more challenges and 

inhibitors as compare to large firms. But in developing and less 

developed countries the insufficient technology and policy infrastructure 

are more threatening. The lack of education and on job training can be a 

constraint and barrier. Also the financing of banks for innovation 

activities is another barrier. Further, the cultural and m norms control 

effect on the manufacturing of new products can be one other important 

barrier. The origin of barriers can be traced and be sorted as Legislation 

and bureaucratic norms, corporate culture and the role of the top 

managers in the firm Standards set forth and norms as well as 

Knowledge of science, property rights and patenting. Sometimes the 

workforce of the organization work as antibodies to innovation in the 

organization. They resist the changes as they have stronger status quo. 

Most often the past successes make the people much more complacent 

and their attitude towards change is much rigid, forgetting that the past 

successes may not necessarily come from the same sources they resulted 

previously from. 

The structural rigidity is a serious issue to innovation. The R&D 

department sometimes comes up with some innovative ideas but all other 

wings of the organization do not see them fitting in their business units. 

The required amount of funding from all external and internal sources is 

important for the smooth operations. There must be a fit between all the 

financial activities, funding sources and assets (Allender, Balakrishnan, 

Scarborough, Webster, & Rayner, 2009).Among some of the important 

constraints that the SMEs face are High borrowing costs, lack of 

availability of required financing, high charges of transportation, law and 

order and security situation, high competition, government regulations 

and checks as well as lack of political stability. The SMEs which 

operates in the same cluster and target the same audience, producing the 

same products lack behind in innovativeness as they do routine 

manufacturing and follow the same supply routes. 

The external environment where the enterprises operate has also 

an important impact on the Innovation capacity of the firm. The higher 

the instabilities in the environment, the more will be the innovation 

appeal. Similarly, more uncertain environments will positively affect the 

organizational structure and innovation. The government role, be that is 

regulatory or supporting, can either encourage or discourage the firm 
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innovation policy. By providing financial support and relaxation through 

breaking tax, the governments can make the environment conducive for 

innovation adoption whereas it can derail the innovation strategy of firms 

by strictly regulating them(Damanpour,1991 ;King & Anderson,1995 

;Toranatzky &  Fleischer , 1990 ; Scupola,2003). 

The hierarchical relations between the contextual factors have 

some risks attached to it. Generally, there is some degree of freedom to 

the managers who implement contextual innovation. But there is some 

sort of hurdles to those managers who gets their guidelines from 

headquarters and main offices and adapt accordingly to the specific 

information and contexts. However these impediments must not be too 

grave not to allow the managers to act according to their specific industry 

needs. At times the revenue generated by these Firms have nothing more 

worth than to bear the operational expenditures and no extra money is 

left to expand the business. Due to its inability to create economy of 

scales, the products produced in SMEs are no way near those which can 

be produced on large scale in the open market. Due to the lack of quality 

control check and the coordination among these SMEs, the products 

normally cannot match the export standards and there is difference in 

prices of due to the lack in mutual coordination. The lack of technical 

knowledge of the owner, the operations carried out in the firms are 

through the out dated methods and technologies. Sometimes the 

wholesalers take the goods from the producers at the cost price and leave 

them with profits to make, which discourages the producers who then 

drop down the quality. The energy crisis in rural and sub urban areas 

discourage the installation of small enterprises .Besides, the high 

electricity tariffs and the frequent fluctuations also add to the problems 

of small enterprises. The free trade and the dumping policies make it 

further difficult for the small enterprises to grow as these firms cannot 

compete the internationally developed export quality competitors. The 

SMEs face problems to channel their products as there is a lack of proper 

communication channels and the weak networking on the part of these 

SMEs. Following the networks and proper communication channels will 

enable them for gaining more competitive advantage. The SMEs must try 

and invest heavily in competence renewal so that they are not trapped in 

redundant in competence situation. The environmental changes affect the 

mode in which an SME operate. The structural changes occurring in the 

industry take a serious test of the SMEs survival potential where some 

may shape up and some may shape out. 

Methodology 

This research followed a qualitative case study methodology. In 

a context oriented study, qualitative research fits better than the 
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quantitative research (Creswell, 2009; Buchanan & Bell, 2009; Bryman, 

2003). On top of that, the phenomenon of the innovation diffusion and its 

relevance with growth of SMEs was to be studied by eliciting the views 

of CEOs and the Management of the SMEs; i.e., the phenomenon was to 

be viewed through the eyes of the people who practice it in their daily 

routine, which fundamentally leads towards a qualitative stance in terms 

of research design (Buchanan &  Bell, 2009).Furthermore, the researcher 

aims to explore the phenomenon from the viewpoint of the individuals 

and how they interpret it based on their experiences bounded by the 

contexts of these local pharmaceuticals. In addition, the main research 

question is a How type rather than What, Where, Who type, where the 

investigator does not have control over the actual behavioral events and 

nor is such a control required, and it focuses on contemporary events. 

According to Yin (2009) if the above three points are characteristics of a 

study then the case study research design should be applied. A case study 

is defined as ―an empirical inquiry that investigates a contemporary 

phenomenon in-depth and with its real-life context when the boundaries 

between the context and the phenomenon are not clearly evident‖ (Yin, 

2005, p.13). 

Therefore, taking the above into consideration the research 

design applied here is to be a multiple case study design. This 

methodology has however some problems linked to it. The qualitative 

research paradigm generally but more so the case study design are 

criticized by some academics; mainly those who advocate a quantitative 

research paradigm over the qualitative paradigm. The qualitative 

research strategy has been criticized on the basis of its lack of rigorous 

systematic procedures which leads to predisposition of interpreting the 

data on the part of the investigator, so contaminating the course of the 

findings and ultimately the conclusion (Yin, 2009) for which at least 

some alternate conclusion maybe available but has been overlooked due 

to the researchers preconception (Bryman,2003).Contrary to this, 

Quantitative research  specifies rigorous statistical procedures to counter 

such biases. Another problem is that of generalization of findings to a 

greater population (Bryman, 2003). Quantitative research through 

statistical techniques of sampling from a population where the sample is 

an unbiased representation of the greater population allows for the 

generalization of the findings from the sample to the population, but 

qualitative research is criticized for its lack of such techniques. 

The research was carried in the local pharmaceutical companies in two 

clusters of Khyberpakhtunkhwa, the Hayatabad cluster in Peshawar and 

the Risalpur cluster in Nowshera. There were two factors behind 

selecting these SMEs in the two listed cities; Firstly, the researcher has 
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access to both these cities alike. Secondly, since all the areas are not the 

same as per as the cultures and economic conditions are concerned in 

Pakistan, the focus was on these two clusters of these areas which are 

almost the same as compare to other industrial clusters in different 

provinces of Pakistan. Peshawar is one of those cities which had a drug 

company at the time of Independence ,Frontier Chemical Works 

Peshawar ,only one other in Lahore at that time; the B-1 Drug Company 

Lahore (Cluster & Godavari, 2011). 

A multiple case study research design was utilized where eight 

pharmaceuticals were picked from these two clusters of Khyber 

Pakhtunkhwa, Pakistan. For data collection and analysis, Qualitative 

research is adopted which reflects the Constructionist position on the 

ontological considerations and the Interpretivist stand on the broader 

epistemological paradigm (Buchanan &  Bell, 2009). However, on the 

practical front the choice of case studies is reasonable as there are a total 

of 62 pharmaceutical firms in this sector as per the available information 

on the Pakistan Pharmacist Association (PPA) and SMEDA websites. 

Most of these Pharmaceuticals are clustered in the Industrial estate and 

Small industrial estate Jamrud Road ,Hayatabad Peshawar(Cluster & 

Godavari, 2011). The Risalpur cluster is in the industrial area Risalpur in 

Nowshera. The units cannot all be visited physically due to the lack of 

time and resources. In addition, conducting surveys is not a feasible 

option. The reason for this is that the postal service is not that much 

reliable and delivery of survey questionnaires cannot be guaranteed. In 

addition to this, the workload of the employees is extensive so even if the 

questionnaire reached them too, they will not be prompted to fill it out 

and return it in due course on priority basis. Therefore conducting in 

person interviews will ensure the desired response and hence carrying 

out case studies is the doable option. In addition to the above, the 

research problem of this study is such that it warrants a qualitative case 

study approach. The current study proposes to study the Diffusion of 

organizational Innovation in Small and Medium Enterprises of KPK by 

adopting the qualitative research strategy to its investigation. One of the 

reasons for this is that most of the studies in this discipline have been 

carried out in developed countries like US of America, United Kingdom, 

and Australia and thus far no such research has been conducted in 

Pakistan. Therefore it is the first of its kind in the context of Pakistan; 

hence this is significantly influenced by the Pakistani country context as 

well as the unique and contrasting contexts of local Pharmaceuticals as 

opposed to Multi-National pharmaceuticals. 
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Analysis and Discussion 

Data analysis in qualitative research asks for some creativity 

from the researchers and then categorizing the same in some meaningful 

sequence(Arnaout, 2015). At first all the interviews were transcribed. 

The transcription was done according to how the interviews were 

recorded and the order of the questions and answers were transcribed as 

they were in the individual interviews. No rearrangement was done in 

this regard. Then we wrote up each of the interviews for the individual 

cases using tables called the tabular summary technique by 

Creswell (2009) and word tables by Yin (2009) whereas (Eiesinhardt, 

1989) call it a construct table, while all the time allowing the flexibility 

for uniqueness as it emerges (Miles & Huberman, 1994). The tables were 

ordered according to the themes which emerged during data collection, 

then during transcription and then during data analysis. This was an 

iterative process, going back and forth from the transcriptions to the 

tables to the notes taken during data collection, all the time keeping it 

open and allowing for the possibility of new themes to emerge during 

this process. The themes, both the descriptive and the emerging themes 

were distinctively presented in the tables by making the fonts bold and 

italic. As it is very important that data is displayed and presented 

properly and carefully, it is a main avenue towards qualitative data 

analysis (Miles & Huberman, 1994).  Also during this time if any new 

themes emerged in the progressive transcripts then the previously 

processed interview transcripts would be reviewed in light of the new 

themes to see if they existed or not. This was done for interviews 

individually as well as for the cases as a whole. The next step was to do 

the actual coding. Indeed this is a very important stage for any research. 

This was done by identifying repeated ideas and themes by closely 

reading and rereading the interview transcripts. In vivo, descriptive, and 

grounded coding techniques were employed to identify different themes, 

code them and then categorize them by bringing together similar themes 

and putting them into similar categories. This step is elaborated upon in 

detail later on in the section dedicated to coding. After this, following the 

procedure advocated by Miles and Huberman(1994), the researcher 

created a master chart; where descriptive data from all the cases are 

brought together and put in one place in standard format, based on the 

themes that emerged during the previous process. This allows for all the 

data to be brought together in one place, giving it a broad overview, and 

providing a very initial basis for comparison of the data both within and 

across cases. It should be noted here that at this stage the partially 

ordered meta-matrix carries all the information from all the cases in one 

place. It provides a huge amount of un-summarized information making 
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it virtually impossible to draw any meaningful cross-case conclusions. 

Therefore all the descriptive data in the master chart had to be condensed 

to a form which would allow for drawing cross-thematic and cross-case 

conclusions. The procedure for this is discussed in detail in a section 

dedicated to it later on in the chapter. From there the researcher started to 

conduct cross-case analysis where the researcher did partitioning and 

clustering of similar data putting these themes into tables. Hence slowly 

and gradually the huge descriptive data in the master chart is refined, 

summarized, and reduced through partitioning and clustering 

accompanied with text clarification. Following this I employed the mixed 

strategy approach advocated by Miles & Huberman (1994) which 

employs both variable-oriented and case-oriented strategies. 

Furthermore we symbolized the data in the tables for easy comparison 

but used the relative quotes from the respondents during the explanation 

building. Then I compared the individual constructs with each other in 

non-summarized form as well as summarized form and began drawing 

conclusions. 

As a matter of fact, SMEs everywhere face more challenges and 

inhibitors as compare to large firms, but in developing and less 

developed countries the insufficient technology and policy infrastructure 

are more threatening. The lack of education and on job training can be a 

constraint and barrier. Also the financing of banks for innovation 

activities is another barrier. Further, the cultural and norms control effect 

on the manufacturing of new products can be one other important barrier 

(Hadjimanolis, 1999a).The researcher wanted to study the barriers to 

diffusion of innovation across the participating firms. The researcher 

identified two types of barriers for the diffusion of innovation which are 

(1) lack of expertise or skill barrier and (2) financial barriers and tried to 

test these in the participating firms in the current study. The aggregate of 

responses are discussed as below. 

Lack of expertise 

During the current study the researcher probed whether the 

participating firms find it difficult to have the expertise for the adoption 

and diffusion of innovation. Two out of three respondents from Hizat 

pharmaceuticals agreed that there is a lack of expertise for certain 

specific innovations to diffuse in the organizations more so because of 

the fact that the state of the art laboratories need to be operated by people 

skilled with latest technical expertise. Wisdom pharmaceutical disagreed 

for lack of any expertise as they are satisfied with the level of education 

and skill of the employees. Zinta pharmaceutical also disagreed strongly 

for lack of expertise and skills as a barrier. The respondents from Aries 

pharmaceutical added that internally they are satisfied with the expertise 
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of the employees but externally they face overwhelming problems from 

the government agencies. This is an emergent theme for the study as 

government agencies are barriers to the adoption and diffusion of 

innovation in the organization. The respondents of Stanley also agreed 

that this is a barrier and there are problems especially in the level of 

education of the employees which may not help in innovation adoption 

process although there maybe experience. The respondents of Delta 

pharmaceutical strongly disagreed about any lack of expertise as a barrier 

to the adoption and diffusion of innovation rather they asserted that all 

their process like the marketing process is unique and innovative; 

production is innovative as well the management practices are 

innovative. The respondents of Iceberg termed the lack of expertise as an 

important barrier and they also faced it as sometimes they need to update 

the expertise level as per the changes and advancements occurring in 

technology and may not be able to do so however they counter with it by 

seeking help from experts working in other organizations for long time. 

Hence, networking is utilized. Similarly, the respondents of Rock 

pharmaceutical also considered lack of expertise as a barrier but they 

also take help from expert managers working with multinational firms 

like Merck. This is done specially when they produce some new 

molecules and they also try to overcome this barrier through networking. 

The researcher found that all the participating firms consider the lack of 

expertise for innovation as an important barrier, however some of the 

firms overcome through establishing networking and collaborations. 
Theme Hizat Wisdom Zinta Aries Stanley Delta Iceberg Rock  

Lack of 

expertise as 

a barrier 

 

Strongly 

Agree  

Strongly 

Disagreed. 

 

Strongly 

disagreed. 

 

 

Strongly 

disagree. 

Strongly 

Agree. 
Disagree. Agree. Agree. 

Financial Barriers and role of banks 
One of the most important internal barriers can be lack of funds and 

financing to the SMEs (Rush & Bessant, 1992). The lack of financing 

has a massive impact during the implementation stage of innovation 

process in the SMEs (Tidd et al., 1997). During the current study the 

researcher tested this barrier by probing the participants from all the case 

study SMEs. The responding participants viewed this problem differently 

and it was noted that this is a case to case barrier. There seemed to be a 

strong disagreement that financing is a problem for them and also they 

refrain from taking bank loans for the hidden strings attached to it. The 

respondents of Wisdom strongly agreed that they face financial problems 

but they also did not want to borrow from banks as they term it not 

worthy due to the high interest rates. Zinta pharmaceutical also disagreed 

about the financial problems and they also preferred not to consider loans 

from banks for carrying out innovations. Aries pharmaceutical 
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considered financial problems as a barrier to innovation but they also not 

opt for bank loans. Stanley neither considers it as a problem nor does it 

make loans an option. To Delta pharmaceutical financing is a barrier for 

innovation process and getting bank loans is not easy either because 

banks lend loans to firms attached to certain lobbies. This is also marked 

as a unique emergent barrier. The iceberg pharmaceutical also considers 

financing as a problem but it does not considers bank loans as they 

believe there are always strings attached to it. However, Rock 

pharmaceutical does not have finance as a barrier to their innovations 

neither does it borrow from banks as they have socially sufficient funds 

available to them. The researcher found that most of the participating 

firms do face financial problems but the bank loans system is either very 

tricky or very heavily rated for the high interest rates. That is why even if 

these firms feel the need for borrowing, they try to manage from other 

sources but not go to the bank loans. There is a balance as 4 out 8 

participating firms considered financing as a barrier to carry innovation 

and the remaining 4 voted against this as a barrier. However, a unique 

unanimity is found in all the responses for not considering bank loans to 

overcome the financial barriers. This is an indication of the fact that there 

is either lack of trust on banks for incurring hidden charges or the 

lengthy procedures. The summary is given in table below. 
Theme Hizat Wisdom Zinta Aries Stanley Delta Iceberg Rock  

Financial 

Barriers 

and role 

of banks 

 

Strongly 

disagree 

Strongly 

Agreed 

for 

financial 

barriers 

but 

banks 

are not 

an 

option. 

 

Strongly 

disagreed. 

 

 

Agree 

for 

financial 

barriers 

but loan 

is not a 

solution. 

Disagree 

as we do 

not have 

financial 

barrier. 

Strongly 

Agree for 

financial 

issue but 

banks are 

not 

supportive. 

Agree. 

But 

bank 

loans 

have 

stringed 

attached 

to it so 

we do 

not 

consider 

that. 

Disagree 

for 

financial 

barriers 

and do 

not 

consider 

bank 

loans. 

 

Role of Government authorities like SMEDA 

One of the most important environmental factors reviewed in literature is 

the government role. The role of governments becomes more important 

as they  need to steer innovation by making the conditions innovation 

friendly through introducing social capital frameworks, cooperation and 

reciprocity for learning(De Propris, 2002). On the contrary, some studies 

rate the government policies and regulations as a potent barrier as much 

as the financial barriers and lack of skills in the workforce 

(Hadjimanolis, 1999). The government role, be that is regulatory or 

supporting, can either encourage or discourage the firm innovation 

policy. By providing financial support and relaxation through breaking 

tax, the governments can make the environment conducive for 
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innovation adoption whereas it can derail the innovation strategy of firms 

by strictly regulating them(Damanpour,1991 ;King and Anderson,1995 

;Toranatzky and Fleischer , 1990 ; Scupola,2003).The participating firms 

in the current study unanimously and strongly agreed that there is no 

support from the government and the role of SMEDA, an agency 

specifically made for supporting the small and medium enterprises is also 

not worth mentioning. Hizat, Wisdom and Zinta pharmaceutical is found 

to be critical about the government in general and SMEDA in particular 

for not playing its due role. Aries termed these two as barriers straight 

away although SMEDA officials at times visit just to show them as doing 

something. While Stanley considered government and SMEDA as non 

supportive, Delta went extra yards by considering them as trouble 

makers for the business community through their unnecessary 

regulations and policies. Iceberg and Rock also considered the role of 

government to be discouraging and that of SMEDA as the one which 

cannot be called encouraging either as Rock pharmaceutical held the 

view that SMEDA does not even help in the concept development and 

the ministry cause delay due to which the demanded new products 

cannot be supplied in time. So it is observed that the government and its 

concerned agencies are not working in favor of the business development 

rather have become barriers by the overwhelmingly no supportive 

business policies. The aggregate answers of respondents from all the 

participating SMEs are given in table as; 
Theme Hizat Wisdom Zinta Aries Stanley Delta Iceberg Rock  
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Conclusion  

During this research, it was found that four out of the eight 

participating SMEs agreed that the lack of expertise is a serious barrier to 

the diffusion of innovation in the organization. This shows that the rest 



Global Development in Humanities, Education and Civilization (GDHEC 2017) 

Journal of Managerial Sciences  438  Volume XI Number 03  

of the participating SMEs do not feel it as a barrier. While observing 

those participating SMEs which do not have any lack of expertise, the 

researchers found a commonality of age of the organizations. Also, these 

organizations follow a strict recruitment and selection process beside its 

reliance on networking and collaborations. As per as the financial 

barriers are concerned, again fifty percent of the organizations showed a 

strong agreement that they sometimes need finances to make their 

innovation work however they are were reluctant in borrowing from 

banks. The bank procedures are either lengthy or they have hidden 

strings attached to their loans. According to some of the responding 

mangers, bank loan is not a solution rather it is a problem in itself. The 

researchers found that the loan culture is not a reliable business solution 

for these SMEs as the banks grant loans to either those firms which have 

some political backing or they give to more established firms. However 

the new SMEs do not get the facilities easily and without any kickbacks. 

This complicates the process for the SMEs. When the researchers tried to 

find whether the Government helps in this regard, the response of the 

participating was a discouraging one. They reported that neither the 

government nor its authorities help in this connection. The government 

agencies like SMEDA do not normally help even in concept 

development. The role of government is a question mark as the 

participating managers told that they get responses after a long layoff 

when they need the concerned agencies to process their requests for the 

development new product or molecules. So overall there is unanimity in 

the responses of the participants who see the government and its agencies 

as in efficient and non-supportive.  
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