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ABSTRACT

The research in hand attempts to investigate the different factors influencing SMEs’ decision to
internationalise in developing countries (such as Malaysia) including the impacts of ethical issues
on the internationalisation decision process. The study also attempts to investigate the impact of
internationalisation adoption on SMEs’ business performance since the relationship remains vague.
The study will deepen the understanding of the complex interrelationship between internationalisation
determinants (that influence top management’s decision to internationalise), and how such factors
(internal and external) might affect SMEs’ business performance. Based on the outcomes of such
investigation and extensive exploratory study, an acceptable and comprehensive conceptual framework
will be presented to investigate and understand the different factors influencing internationalisation
adoption by Malaysian SMEs and its impact on companies’ performance.
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1. INTRODUCTION

Although the research area of investigating factors influencing internationalisation of SMEs and
the impacts on business performance has been much conducted in previous studies, the research
conducted in a similar vein in developing countries is still scant. Results found from studies conducted
in developing countries (such as Malaysia) is still vague (Hashim and Ahmad 2008). For instance,
while the research conducted by Senik et al. (2010) found the determinant of internationalisation by
Malaysian SME:s is highly significant to managers’ networks, conversely study conducted by Ahmad
(2014) found the most critical factor influencing Malaysian manufacturing SMEs in West Malaysia
is due to the market saturation. In contrast, Hashim and Ahmad (2008) found the desire to increase
sales is the most influencing factor of internationalisation by Malaysian SMEs in the manufacturing
sector. The various distinction of previous research findings is perhaps due to the scope of study
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and sample used. Therefore, there is a need to understand factors influencing Malaysian SMEs’
internationalisation in more generalisable of the research findings in future research.

Several limitations have also been discovered from previous studies to understand
internationalisation of Malaysian SMEs. For example, with regards to theoretical perspective,
notably, there are extensive studies underpin on single theory in a study including the traditional
stage model (e.g. Hashim and Ahmad 2008); network model (e.g. Senik et al., 2011; Hashim, 2015);
and international new venture (e.g. Ayob and Freixanet, 2014). However, this study has found
previous works are scant regarding the usage of a more comprehensive approach combining multiple
theories in a single study or so-called the integrative conceptual model to understand determinants
of internationalisation by SMEs (e.g. Andersson and Evangelista, 2006; Senik et al., 2010; Ahmad,
2014; Chelliah et al., 2010; Bell et al., 2003; Coviello and Martin, 1999). Also, this study has found
that there is absent of previous studies deploy the institutional theory which relates to examining the
role of ethics issues in decision making to internationalise. Several previous works found the level
of ethics issues in foreign markets plays a vital role in influencing the decision to internationalise
by business owners and managers (Asgary and Mitschow 2002; Campos et al., 1999; Uhlenbruck
et al., 2006; Rodriguez et al., 2005), yet the factor has never been investigated in Malaysia context.
Moreover, regarding the methodological perspective; while several previous researchers such as
Senik et al. (2010), Ahmad (2014) and Hashim (2015) conducted semi-structured interviews with
government officials and related agencies such as the chamber of commerce to understand this
phenomenon, Senik et al. (2010) suggest future research studies should deploy research samples from
SME owners-managers as they could provide better information (Senik et al., 2010).

Based on the above deficiencies, this research underpins the integrative conceptual model
which combines five theoretical perspectives include stage model, network model, international new
venture, foreign direct investment (FDI) and institutional theory to understand the factors influencing
internationalisation adoption by Malaysian SMEs to achieve more generalisable findings in this
research vein. This paper also deploys semi-structured interviews on Malaysian SMEs’ owner-
managers and government officials who directly involved in the international business.

The current research starts with a discussion of the background of internationalisation context,
followed by a discussion on theories underpinning the study of SME internationalisation. Previous
works regarding internationalisation adoption by SMEs and extant literature related to Malaysian
SME internationalisation were then reviewed. This study then designed research approach to answer
the research questions. Subsequently, semi-structured interviews of the 20 interviewees were then
discussed in detail. Finally, the results and findings of the data analysis, which is leading to future
research directions, are discussed.

2. AIMS AND OBJECTIVES

The study seeks to investigate an appropriate framework in understanding factors influencing Malaysian
SMEs’ decision to internationalise by exploring extant literature, as well as collecting empirical data
through semi-structured interviews. The research then continued exploring and purifying the factors
influencing Malaysian SMEs to internationalise through empirical study. Subsequently, this paper
will evaluate the impact of internationalisation adoption on Malaysia SMEs’ business performance.

Thus, the objectives of the current study include: i) to explore extant literature on SME
internationalisation and factors influencing the strategy; ii) to explore the ethical issues in international
markets and its impact on Malaysian SMEs internationalisation decision; iii) to evaluate appropriate
theories that could elucidate internationalisation of Malaysian SMEs; and iv) to explore different
impacts of internationalisation strategy on Malaysian SMESs’ business performance regarding financial
and non-financial measures.

This current paper underlines five research questions as the following:
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