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Abstract

Entrepreneur orientation has become the best key ingredients for firm success in small and
medium enterprises (SMEs). Small and medium enterprises (SMEs) in play a vital role in the
Malaysian economy and are considered to be the backbone of industrial development in the
country. Thus, this study attempts to investigate the determinant of entrepreneur orientation
among SME:s in the global market. Using the independent variable of network relationships,
global mindset and government support, this study wants to explore the significant of this factor
towards the entrepreneurial orientation for SMEs that export in state of Selangor, Malaysia.
Questionnaires were distributed to 104 respondents from the manufacturing sector that has been
selected in this study. All the questions were designed to be close-ended for easy analysis of the
feedback and the ‘Likert —type scale’ was used to ascertain the level of agreement or
disagreement. Using the econometrics techniques such as multiple regressions, Pearson
correlation, the hypothesis testing (t-test, the f-test) correlation coefficient and coefficient of
determination, R? used to analyse the data collected using IBM SPSS Version 23. The outcomes
of this study indicated that there are significant relationship between the network relationships,
global mindset and government support and the entrepreneur orientation. The most significant
factor is network relationships on entrepreneurial orientation for SMEs that export in the state of
Selangor, Malaysia.

Keywords: Network relationships, global mindset, government support, entrepreneurial
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Introduction

Entrepreneurial orientation has become the best key ingredient for a firm’s success in small and
medium enterprise (SMEs). Entrepreneurial orientation (EO) refers to “the processes, practices, and
decision-making activities that lead to new entry” (Lumpkin and Dess, 1996). Entrepreneur
orientation also refers to the strategy making processes that key decision makers of a firm use to
enact their firm’s organizational purpose, sustain its vision, and create competitive advantage(s) in
global market. (Keyser, Frese and DeKruif, 2000; Lumpkin and Dess, 1996; Wiklund and
Shepherd, 2003). In the fast changing and increasingly competitive global market environment,
small and medium enterprises (SMEs) are found to exert a strong influence on economies of many
countries (Ladzani & Van Vuuren, 2002).
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Studies have shown that SMEs have played major roles in fostering economic growth,
increasing network relationship and generating employment opportunities (Karides, 2005: Oregan
& Ghobadian, 2004: Audretsch, 2002). In Malaysia, SMEs have also played a critical role in the
economic development in Malaysia. Based on the Malaysian Department Statistics 2017 revealed
that, 59.7 percent of business establish in Malaysia were small medium enterprises with the
dominated by service sector, manufacturing sector with 21.5 percent, agriculture contributed 11.2
percent and followed by construction and mining quarrying which contributed 5.8 percent. It has
been established that entrepreneur orientation played on important role to the success of
entrepreneurs throughout the world. The entrepreneur orientation phenomenon is ever growing and
on the rise all the times (Gartner & Shane, 1995: Thornton, 1999).

In rapidly evolving environments of competition and change, incorporating an entrepreneurial
approach as a foundation of strategic management is necessary (McGrath & MacMillan, 2000).
Global competition, technological advances and changing needs of customers are tremendous
pressure on Small Medium Enterprises as well as to remain sustainable in domestic also in the
international level. Several of the past study literature, including Samad (2007); Abu Bakar & Mad
(2006); Aris (2006); Wales (2016); Saleh & Ndubisi (2006); Walter & Ritter (2006); Su, Wang
and Li (2011); Dickson & Weaver (2008); Foon (2006); Rauch, Winklund, Lumpkin and Frese
(2009), highlight several trials faced by SMEs in a globalized situation, for example from suffering
in facing downturn, block from international sourcing, low efficiency, lack of management
abilities, lack of financial supporting, difficulty in accessing administration and technology and
skill, heavy controlling burden and others. Teng (2007) found the obstacles to entrepreneurship
specifically absence of access to credit and lack of access to proper corporate and social networks.
Thus, this study attempts to examine the determinant of entrepreneurial orientation among SMEs in
the global market using the independent variable of network relationships, global mindset and
government support on the entrepreneurial orientation for SMEs that export in the state of
Selangor.

In order to explore entrepreneurial orientation of SMEs that export in state of Selangor,
Malaysia, there are several research objectives might help in this study 1) To investigate the
relationship between global mindset and government support, network relationships on
entrepreneurial orientation of SMEs that export in Selangor and 2) To examine the most significant
factor affecting among entrepreneurial orientation of SMEs that export in the state of Selangor,
Malaysia.

Literature Review

Entrepreneurial Orientation

According to Naldi, Nordqvist, Sjoberg, & Wiklund (2007) entrepreneurial orientation that lead to
new level is one of the organizational procedures, practice and decision making activity. In other
words, it highlighted that entrepreneurial orientation is a deliberate orientation for the
developments or organizational processes, methods and decision styles that the institutions used to
act entrepreneurially. This is similar to what had been pointed out by Dickson & Weaver (2008)
that entrepreneurial orientation is a planned orientation that compresses movements that are extra
risky and innovative in nature.

Entrepreneurial orientation is one of the most extensively researched topics in both the
strategy and entrepreneurship literature, which can be traced back to Covin, Green, & Slevin (2006)
seminal work. Entrepreneurial orientation captures “the methods, dispositions, practices, and
decision-making styles managers use to act entrepreneurially” (Lumpkin & Dess, 1996). It reflects
how the firm explicitly or implicitly chooses to compete when facing emerging opportunities
(Wales, 2016).

Network Relationship
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Yoon, Kim & Dedahanov (2018) in their study found that the network capability has a positive
effect on entrepreneur orientation. This study used quantitative and qualitative method in order to
gather the information for CEO of SMEs. This study also using the Structural Equation Modelling
(SEM) to analyses the data. In addition, a few researchers confirmed that a positive relationship
exists between networking and entrepreneur orientation (Sanchez & Sahuquillo, 2017; Gulati &
Nohria, 2000). From the discussion, it is a hypothesis that:

H1: There is a relationship between network relationships and entrepreneurial orientation of small
and medium enterprises.

Global Mindset

Kusumawardhani, McCarthy, & Perera (2009) stated a positive significant impact between global
mindset and entrepreneurial orientation on global market. This study used quantitative method by
applied entrepreneurial orientation questionnaire. Additional study by Cao & Lin (2017) shows a
positive significant impact between manager global mindset with the degree of internalization. This
study developed an online version questionnaire to collect empirical data and test the hypothesis.
The target population in this study consists of owner or key decision maker at private companies,
and used Partial Least Squares Structural Equation Modeling (PLS-SEM) to as test the model.
Therefore, From the discussion, it is a hypothesis that:

H1: There is a relationship between global mindset and entrepreneurial orientation of small and
medium enterprises.

Government Support

A study by Ismail & Zakaria (2018) conducted a cross sectional, interview based study on small
medium business in Malaysia and they found a positive relationship between government support
and global market. This study also analyses 391 data using Partial Least Squares in testing
proposed hypothesis. Zeebaree & Siron (2017) stated a government support had moderated role in
relationship between entrepreneurial orientation and competitive advantage in SMEs in Iraqi
Kurdistan Region Government. About 580 answered questionnaires were collected and used
Structural Equation Modelling (SEM) was employed to examine the relationship among variables.
Based on discussion, it is a hypothesis that:

H1: There is a relationship between government support and entrepreneurial orientation of small
and medium enterprises.

Research Methodology

The type of investigation is based on quantitative study. A total of 341 set of questionnaires will be
distributed to the respondents but only 104 respondents respond the questionnaire. The location of
this research is in Selangor. A list of SMEs was obtained from Malaysia External Trade
Development Corporation (MATRADE) website. This research will be using the non- probability
sampling which are the elements in the population will have any probabilities attached to their
being chosen as sample subject. Primary data is obtained from questionnaire surveys that are
distributed to respondents. Meanwhile, secondary data collected via online sources, websites,
journals and articles. All primary data are processed and analyzed using Statistical Package for
Social Science Version 23 (SPSS).

The questionnaire is consisting of three sections which are the characteristics of the
company, the company involving in the international market, and company information. The
questionnaire that was used in this study had two sections. The questionnaire encompasses 62
questions, which are divided in 2 different categories: (1) the characteristics of the company, and
(2) demographic profile which information about the respondent is itself to describe of company’s
primary area of business. These questionnaires used five Likert-scale with one (1) to represent
strongly disagree and five (5) to represent strongly agree. The questionnaire adopted from Kasim,
Zulkharnain, Hashim, Ibrahim & Yusof (2014) from University Malaya.
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Results and Analysis

Demographic Analysis

The total numbers of respondents are 104. Based on the findings in Table 1, it shows that 76
percent of respondents are bumiputra while remaining 24 percent are non-bumiputra. 70.2 percent
of respondents who participated are come from limited companies that make up majority. In term
of geographic location, majority of the SMEs in Selangor were found in urban areas 60.6 percent.
The larger proportions of the primary area of business are food and beverage with a percentage of
40.2 percent. Analysis of the annual total sales of SMEs in the manufacturing sector in Selangor
indicated that 63.5 percent of the tested SMEs fall within the medium category with RM10 Million
to RM25 Million annual total sales, 31.7 percent is the small category with RM250, 000 to RM9.9
Million annual total sales, and 4.8 percent within the micro category with less than RM250, 000
annual total sales. Based on the result of full-time employees in the manufacturing sector in
Selangor, more than half of the SMEs had between 75 to 200 employee’s 65.4 percent, while
another 30.8 percent had between 5 to 74 employees and only 3.8 percent had less than 5
employees. About 40.4 percent of SMEs began their operations less than 5 years ago that makes up
majority. Based on international business transaction, nearly half of the SMEs 69.2 percent lead
international business dealings with ASEAN Countries. There rest is Asian countries, North
America Countries and European Union Countries which are 21.2 percent, 3.8 percent and 5.8
percent respectively.

Table 1: Profile of Small and Medium Enterprises
Frequency Percentage
Business Status
Bumiputera 79 76
Non-Bumiputera 25 24
Form of Ownership Status
Sole-Proprietorship 15 14.4
Partnership 16 15.4
Private Limited Company 73 70.2
Location of Company Head Office
Urban 63 60.6
Suburban 36 34.6
Rural 5 4.8
Primary Area of Business
Food and Beverages 42 40.2
Rubber and Plastic Products 15 14.4
Transportation 1 1
Chemicals and Chemical Products 10 9.6
Electrical and Electronics 11 10.6
Wood and Wood Products 2 1.9
Machinery and Equipment 4 3.8
Textiles and Apparels 12 11.5
Metals and Metal Products 3 2.9
International Tourism and Hospitality Journal (ITHJ) 4
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Non Metallic Mineral Products 4 3.8
Annual Total Sales
Ml\;[;ilrlllm. RM10 Million — RM25 66 635
Small: RM250,000 — RM9.9 Million 33 31.7
Micro: Less than RM250,000 5 4.8
Number of Employees
Medium: 75-200 employees 68 65.4
Small: 5-74employees 32 30.8
Micro: Less than 5 employees 4 3.8
Duration of Time Company
Experience in Current Industry
2 -5 years 42 40.4
6 — 10 years 35 33.7
11— 15 years 7.7
16 — 20 years 7.7
More than 20 years 11 10.6
International Business
Transactions
ASEAN Countries 72 69.2
Asian Countries 22 21.2
North America Countries 4 3.8
European Union Countries 6 5.8
Other Countries 0 0
Table 2: Reliability Analysis
Variables Cronbach’s alpha N of item Result
Independent variables
Global Mindset 0.502 12 Acceptable
Network Relationship 0.604 11 Moderate
Government Support 0.522 12 Acceptable
Dependent variable
grr‘it:llt’;fizi““al 0.733 25 Good

Table 2 shows reliability test for each of the variable. Reliability test such as internal consistency
has been done in this study. This test is to determine the reliability of each variable. Table shows
the interpretation of reliability based on Cronbach’s alpha for 104 respondents. Based on
Cronbach’s alpha result for global mindset the value is .502 which is acceptable with 12 questions.
Next, the value for network relationship is .604 showing moderate result with 11 questions.
Followed by government support with .522 Cronbach’s alpha and show a moderate result with 12
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questions. Lastly is entrepreneurial orientation which its Cronbach’s alpha value is .733 and shows
a good result with 25 questions.

Table 3: Multiple Regression Analysis

Standardized .
Model coefficient T Sig.
Global mindset (GM) 0.19 2.139 0.035
Network relationship
(NR) 0.258 2.607 0.011
Government support (GS) 0.245 2.465 0.015

a. Dependent Variable: entrepreneur orientation
Based on the table 3, the model can be stated as:
SME’s Entrepreneurial Orientation = 0.190 GM + 0.258 NR + 0.245 GS
GM = global mindset
NR = network relationships
GS = government support

Since all the variables are measured in logarithm, the regression coefficient can be directly
interpreted as elasticity. The results show that global mindset, network relationships and
government support have a positive correlation with the entrepreneurial orientation of small and
medium enterprises in Selangor. The entrepreneurial orientation of small and medium enterprises
has a positive correlation with global mindset. It means that, if global mindset increases by 1
percent, the entrepreneurial orientation of small and medium enterprises will decrease by 0.190.

Table 4: T-test

Variables Comparison Relationship
Global Mindset 2.139>1.984 Reject Ho (significant)
Network Relationships 2.607>1.984 Reject Ho (significant)
Government Support 3.465> 1.984 Reject Ho (significant)
Based on table 4:
(1) The t-statistics of global mindset is 2.139. It indicates that t-statistics (2.139) is greater than

t-critical (1.984). Thus, it will reject Ho and accept H1, where there is a significant relationship
between independent variable (global mindset) with dependent variables (entrepreneurial
orientation). Global mindset is required for being a successful international businessperson,
companies need to be seen from a global viewpoint and a global culture must conquer in
organizations (Scarborough et al., 2012)

(i1) The t-statistics of network relationships is 4.641. It indicates that t-statistics (4.641) is
greater than t-critical (1.984). Thus, it will reject Ho and accept H1, indicating there is significant
relationship between independent variable (network relationships) with dependent variables
(entrepreneurial orientation). Rutashobya and Jaensson (2004) agreed in the explanation of SMEs
internationalization process that network view is the most relevant. The more networking that the
entrepreneur has, the more entrepreneur oriented the person be.

(iii) The t-statistics of government support is 3.465. It indicates that t-statistics (3.465) is greater
than t-critical (1.984). Thus, it will reject Ho and accept H1; therefore, it is significant relationship
between independent variable (government support) with dependent variables (entrepreneurial
orientation). Training from the government has its deep roots in the business success of the SMEs
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and positively correlated with the business success of an SME founded by (Chatterjee & Lim,
2000).

F- Test

F-test or F-statistic is whether a significant proportion of total variation independent is explained by
the estimated regression equation. If calculated F-statistic more than critical value of f, the
regression equation is significant to explain the changes in independent variable.

Hypothesis

Ho: B GS = B NR = B GM = 0 (there is no linear relationship between independent variable of
global mindset, network relationships and government support with entrepreneurial orientation)

Ha: At least one B’s # 0. (There is at least one independent variable that entrepreneurial orientation)

Table 5: Anova

Model F Sig.
Regression 12.338 .000%**

*#* Significant at 0.01

Based on the table 5 above, F (3,100), p-value < 0.05

Numerator =k -1
=4-1
=3

Denominator =n-k
=104 -4
=100

Based on the F-table , F-critical = 2.76. Thus, F-statistics (12.338) > F-critical (2.76). Therefore,
the researcher has to reject null hypothesis (HA). Not all slope coefficients are simultaneously
equal to zero. The overall model is significant. The regression equation overall is significant to
explain the changes in independent variable.

Table 6: Pearson Correlation Analysis

Entrepreneurial | Global Mindset | Network Government
Orientation Relationships Support

Entrepreneurial 1

Orientation

Global Mindset 310%** 1

Network 421+ 226* 1

Relationships

Government A419%* 251% 491%* 1

Support

**correlation is significant at the 0.01 level (2-tailed)

Table 6 shows the correlation analysis between three entrepreneurial orientations of small and
medium enterprises which is global mindset, network relationships and government support. In the
Pearson Correlation, it is shows evidenced that between entrepreneurial orientation and network
relationships, there is medium significant at 0.421, followed by government support at 0.419 and
global mindset at 0.310. All these three variables show low correlation based on theory by Hoang
&Yi (2015), Pearson correlation between 0.5 until 0.7 has moderate relationship.
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Research Limitation and Future Direction
There are a few limitations encountered in this study. The first limitation the researcher faced some
difficulties when looking for and facing the respondent. It is because respondents came from
owners of SMEs under MATRADE, and they are very busy and have limited time to answer the
questionnaire. Second limitation is limitation of previous research. There was very large scale of
research that studied about entrepreneur orientation but the limitation to find the specific and well
managed research especially from SMEs perspective is a bit challenging.

Future researcher can increase the independent variables or add moderating variables in
order to enhance the result and used Partial Least Squares Structural Equation Modelling (PLS) to
as test the model. Furthermore, the future researchers can expend their researches by expanding
the sample size in study that could enhance the variety of perceptions. Future research also should
be extended to cover more at the national level.

Conclusions

In conclusion, this research has successfully achieved the research objectives accordingly, which to
examine the relationship between global mindset, network relationship and government support
towards entrepreneurial orientation among SMES in global market. All independent variables have
a significant relationship with the dependent variable. Moreover, the entire tested hypothesis shows
positive relationship between both variable. In addition, researcher also found that among the three
tested independent variable, network relationship is the most significant factor that effect on
entrepreneurial orientation of SMEs that export in Selangor. Therefore, this result is supported by a
study by Yoon, et.al (2018). Yoon, et.al (2018) has also indicated that positive effect between
network capability and entrepreneur orientation. For practical implication, this research has found
the SMEs industry can be claimed as one of the important sectors in the modern Malaysian
economics development. Thus, government should consider the analysis and recommendation in
this study to ensure the sustainability of the entrepreneurial orientation of small and medium
enterprises. From the result, government will know the effective ways in which they can implement
in order to increase the entrepreneurial orientation of small and medium enterprises. It will give
benefits to the improvement in SMEs industry. Moreover, with the result of this study, government
has ideas and solution on how to support the SMEs in this country in order to increase the demand
outside Malaysia. Besides, the results can be used by policy maker to guide the future
managements of Malaysian SMEs industry. With proactive action taken by the policy maker in
understanding the dynamic of this industry, Malaysia can always increase the quality of SMEs
industry.
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