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ABSTRACT

The research inhandattempts to investigate thedifferent factors influencingSMEs’decision to
internationaliseindevelopingcountries(suchasMalaysia)includingtheimpactsofethicalissues
on the internationalisationdecisionprocess.Thestudyalsoattempts to investigate the impactof
internationalisationadoptiononSMEs’businessperformancesincetherelationshipremainsvague.
Thestudywilldeepentheunderstandingofthecomplexinterrelationshipbetweeninternationalisation
determinants(thatinfluencetopmanagement’sdecisiontointernationalise),andhowsuchfactors
(internalandexternal)mightaffectSMEs’businessperformance.Basedontheoutcomesofsuch
investigationandextensiveexploratorystudy,anacceptableandcomprehensiveconceptualframework
willbepresentedtoinvestigateandunderstandthedifferentfactorsinfluencinginternationalisation
adoptionbyMalaysianSMEsanditsimpactoncompanies’performance.
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1. INTRODUCTION

Although the researchareaof investigating factors influencing internationalisationofSMEsand
the impactsonbusinessperformancehasbeenmuchconducted inpreviousstudies, theresearch
conductedinasimilarveinindevelopingcountriesisstillscant.Resultsfoundfromstudiesconducted
indevelopingcountries(suchasMalaysia)isstillvague(HashimandAhmad2008).Forinstance,
whiletheresearchconductedbySeniket al.(2010)foundthedeterminantofinternationalisationby
MalaysianSMEsishighlysignificanttomanagers’networks,converselystudyconductedbyAhmad
(2014)foundthemostcriticalfactorinfluencingMalaysianmanufacturingSMEsinWestMalaysia
isduetothemarketsaturation.Incontrast,HashimandAhmad(2008)foundthedesiretoincrease
salesisthemostinfluencingfactorofinternationalisationbyMalaysianSMEsinthemanufacturing
sector.Thevariousdistinctionofpreviousresearchfindingsisperhapsduetothescopeofstudy
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and sampleused.Therefore, there is aneed tounderstand factors influencingMalaysianSMEs’
internationalisationinmoregeneralisableoftheresearchfindingsinfutureresearch.

Several limitations have also been discovered from previous studies to understand
internationalisation of Malaysian SMEs. For example, with regards to theoretical perspective,
notably,thereareextensivestudiesunderpinonsingletheoryinastudyincludingthetraditional
stagemodel(e.g.HashimandAhmad2008);networkmodel(e.g.Seniket al.,2011;Hashim,2015);
and international new venture (e.g. Ayob and Freixanet, 2014). However, this study has found
previousworksarescantregardingtheusageofamorecomprehensiveapproachcombiningmultiple
theoriesinasinglestudyorso-calledtheintegrativeconceptualmodeltounderstanddeterminants
ofinternationalisationbySMEs(e.g.AnderssonandEvangelista,2006;Seniket al.,2010;Ahmad,
2014;Chelliahet al.,2010;Bellet al.,2003;CovielloandMartin,1999).Also,thisstudyhasfound
thatthereisabsentofpreviousstudiesdeploytheinstitutionaltheorywhichrelatestoexaminingthe
roleofethicsissuesindecisionmakingtointernationalise.Severalpreviousworksfoundthelevel
ofethicsissuesinforeignmarketsplaysavitalroleininfluencingthedecisiontointernationalise
bybusinessownersandmanagers(AsgaryandMitschow2002;Camposet al.,1999;Uhlenbruck
et al.,2006;Rodriguezet al.,2005),yetthefactorhasneverbeeninvestigatedinMalaysiacontext.
Moreover, regarding the methodological perspective; while several previous researchers such as
Seniket al.(2010),Ahmad(2014)andHashim(2015)conductedsemi-structuredinterviewswith
government officials and related agencies such as the chamber of commerce to understand this
phenomenon,Seniket al.(2010)suggestfutureresearchstudiesshoulddeployresearchsamplesfrom
SMEowners-managersastheycouldprovidebetterinformation(Seniket al.,2010).

Based on the above deficiencies, this research underpins the integrative conceptual model
whichcombinesfivetheoreticalperspectivesincludestagemodel,networkmodel,internationalnew
venture,foreigndirectinvestment(FDI)andinstitutionaltheorytounderstandthefactorsinfluencing
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-
managersandgovernmentofficialswhodirectlyinvolvedintheinternationalbusiness.

Thecurrentresearchstartswithadiscussionofthebackgroundofinternationalisationcontext,
followedbyadiscussionontheoriesunderpinningthestudyofSMEinternationalisation.Previous
worksregardinginternationalisationadoptionbySMEsandextantliteraturerelatedtoMalaysian
SMEinternationalisationwerethenreviewed.Thisstudythendesignedresearchapproachtoanswer
theresearchquestions.Subsequently,semi-structuredinterviewsofthe20intervieweeswerethen
discussedindetail.Finally,theresultsandfindingsofthedataanalysis,whichisleadingtofuture
researchdirections,arediscussed.

2. AIMS AND OBJECTIVES

ThestudyseekstoinvestigateanappropriateframeworkinunderstandingfactorsinfluencingMalaysian
SMEs’decisiontointernationalisebyexploringextantliterature,aswellascollectingempiricaldata
throughsemi-structuredinterviews.Theresearchthencontinuedexploringandpurifyingthefactors
influencingMalaysianSMEstointernationalisethroughempiricalstudy.Subsequently,thispaper
willevaluatetheimpactofinternationalisationadoptiononMalaysiaSMEs’businessperformance.

Thus, the objectives of the current study include: i) to explore extant literature on SME
internationalisationandfactorsinfluencingthestrategy;ii)toexploretheethicalissuesininternational
marketsanditsimpactonMalaysianSMEsinternationalisationdecision;iii)toevaluateappropriate
theoriesthatcouldelucidateinternationalisationofMalaysianSMEs;andiv)toexploredifferent
impactsofinternationalisationstrategyonMalaysianSMEs’businessperformanceregardingfinancial
andnon-financialmeasures.

Thiscurrentpaperunderlinesfiveresearchquestionsasthefollowing:
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