Rev. Integr. Bus. Econ. Res. Vol 4(3) 33

An Intra-Cultural Study of Entrepreneurial Rpoio Qf.

Competencies and SMEs Business Success in Whole Inte gratlve

Sale and Retail Industries of Malaysia: -A Conceptual B .
usiness &

Model .
Economics

—— Research

Shehnaz Tehseen*
Universiti Kuala Lumpur Business School

Sulaiman Sajilan
Universiti Kuala Lumpur Business School

T. Ramayah
School of Management, Universiti Sains Malaysia

Kamisan Gadar
Universiti Kuala Lumpur Business School

ABSTRACT

The existence of entrepreneurial competencies ensures survival and growth of Small and
Medium Enterprises (SMEs). The successful SMEs positively contribute to the socio-
economic progress of any country which makes it imperative to understand the development
of essential competencies among entrepreneurs, running various SMEs. Since the
entrepreneurial competencies vary across cultures, hence, this study aims to investigate the
impact of cultural orientations on entrepreneurial competencies among entrepreneurs
operating in the wholesale and retail SMEs in Malaysia. A new theoretical framework is
presented to better understand and acknowledge the role of culture in the development of
entrepreneurial competencies. The proposed theoretical framework also considers the
moderating roles of network competence and environmental turbulence in the relationship
between entrepreneurial competencies and SMEs’ business success. From the theoretical
framework, a new conceptual model is proposed to further investigate the impact of
understudy variables on SMEs business success. This conceptual model will provide a useful
insight regarding the context specific competencies. Thus, entrepreneurs who equip
themselves with essential competencies will actually contribute towards the business success
and will increase the managerial wisdom, imperative for growth and survival of SMEs. The
authors strongly recommend for empirically testing of this conceptual model across various
industries of Malaysia both in service and manufacturing sectors. Thus, the identified
competencies will contribute towards the better SMEs performance. The advancement of
Malaysian SMEs will assist in achieving vision 2020 of attaining the status of a high-income
nation.

Keywords: Entrepreneurial Competencies, Wholesale and Retail Industries, Malaysian SMEs
Business Success.
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1. INTRODUCTION

The wholesale and retail industries significantly contribute to the development of service
sector across the globe. It is believed that with the growth of service sector, the governmental
organizations will be able to minimize the drastic impact of various social problems such as
poverty reduction (Ngoma & Ntale, 2014). The service sector comprises a wide range of
industries such as insurance and finance to utilities, restaurants and accommodation,
wholesale and retail trade, and other services. There is an unprecedented growth observed in
wholesale and retail trade over the years. For example, in Malaysia service retail contributed
to Gross Domestic product at an annual rate of 14% in the years of 2012 to 2014 (Economic
Report, 2013/2014). Therefore, it is critical to understand the entrepreneurial competencies
needed for SMEs business success in wholesale and retail industry because the development
of these entrepreneurial competencies can be used as benchmark practices for other SMEs in
Malaysian service sector to attain superior business performance. Malaysia is a multi-cultural
society where Malays, Indians and Chinese reside as the dominant ethnic groups among the
population. Among Malaysian entrepreneurs, Chinese are considered more successful than
Malay entrepreneurs. Particularly Chinese are the most dominant over various business
sectors for many previous years. For instance, according to Gomez et al. (2004), a report
regarding Malaysian business had revealed that Chinese owned 58% and 82% of equity in
retail and wholesale trade respectively, similarly, Chinese also owned 40% of equity in
manufacturing sector and 50% of equity in construction sector as well. Thus, it is evident that
the Malaysian Chinese are the owners of most of the Malaysian SMEs (Minai et al., 2012;
Omar, 2006). This also reveals that the share capital of Malays is very low relative to
Chinese. For example, Chinese owed 42.4% share capital as compared to Malays who owned
only 19.4% share capital in the year 2006 (Minai et al., 2012). Also, Malays’ participation in
the labor market is very high which is 58.5% relative to 23% of Chinese (Department of
Statistics, 2013).Therefore, SMEs owned by Chinese entrepreneurs might have superior
performances. Historically, Malays were the farmers whereas Chinese and Indians migrated
from their own countries to Malaysia in search of employment and started to work for blue
collar jobs (Lim, 2006). Gradually, they started to move to other urban areas of West
Malaysia and set-up their own successful businesses. Although both Chinese and Indian
entrepreneurs live in Malaysia, but their home-country culture is far different than the host
country (Malaysia) culture. Since cultural understandings forms the basis to understand
individual behavior (Singelis& Brown, 1995; Hofstede, 1980). It is interesting to discover the
role of cultural differences within entrepreneurial competency development. Some
entrepreneurial competencies are universal while a few are country specific (Ahmad, 2007;
Ahmad et al.,, 2011). The development of entrepreneurial competencies leads to SMEs’
business success; both in developed and in developing countries like Malaysia. We consider
acknowledging the inclusion of network competence and environmental turbulence to further
understand the already existing relationship between culture and entrepreneurial
competencies in a Malaysian context.

1.1 PROBLEM STATEMENT

The Malaysian SMEs are facing several managerial issues such as the serious
threats towards their survival and growth as compared to SMEs of other developed countries
such as Australia, Germany, Japan etc (Khaliq et al.,, 2011; Ahmad &Seet, 2009; Reiss,
2006). Malaysian SMEs are truly losing competitive advantage around the globe due to their
low productivity and poor performance. Because the contribution of Malaysian SME:s is also
very low towards country’s GDP, employment, exports and productivity relative to the SMEs

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 35

of other advanced nations (SME Corporation, 2013; Aris, 2007).Various studies have
identified many obstacles in the ways of Malaysian SMEs for their advancements such as
lack of or insufficient knowledge of SMEs entrepreneurs regarding marketing techniques,
management, leadership and customer loyalty; insufficient entrepreneurial skills, expertise
and experience; and lack of social competency that have been recognized as the most
important challenges commonly faced by Malaysian entrepreneurs. These issues act as major
obstacles for Malaysian SMEs to gain the competitive edge over rivals in today’s knowledge-
based economy (Muhammad et al., 2010; Alam, 2010). But there is inconsistency regarding
the factors that are vital for the success of Malaysian SMEs (Ahmad, 2007). Although many
factors influence the performances of SMEs, however, this paper argues that entrepreneurial
competencies are the most important factors that lead towards the success of SMEs. This
study’s argument is in line with most of the other studies that have also claimed that
insufficient or lack of entrepreneurial competencies actually result towards unsuccessful
SMEs businesses (Ahmad, 2007; Ahmad et al., 2010; Beaver & Jennings, 2005; Kiggundu,
2002; Dulewicz& Higgs, 2000; Longenecker et al, 1999; Ibrahim & Goodwin, 1986).
Therefore, it would be very useful to investigate the impact of cultural orientations on the
development of entrepreneurial competencies because different cultures impact the
entrepreneurial behaviors in different ways.

1.2 GAP IN PREVIOUS STUDIES

Most of the local studies have focused on the Chinese and Malay groups only as they
constitute about 30% and 60% of the Malaysian population respectively (Department of
Statistics, 2008). But there are insufficient studies regarding the Indian entrepreneurs in the
context of Malaysia (Krishnasamy, 2012).Although many local scholars have argued that
Malay and Chinese entrepreneurs have different cultural values that depict their different
behaviors (Abdullah, 1992; Lrong, 1998; Omar, 2003). However, such studies did not
provide any empirical support and are generally observational (Aida, 2010).Many authors
have realized the importance of cultures and suggested to examine the influence of cultures
on entrepreneurial behaviors. For instance, Ahmad (2007) has strongly recommended for
future studies to focus on intra-cultural differences among different racial groups (Malays,
Indians and Chinese) in the context of Malaysia because their ethnic backgrounds do
influence on their approaches towards businesses. Furthermore, Ahmad (2007) and Ahmad et
al (2011) have suggested for future studies to examine the applicability of context specific
competency model in different cultural groups within the same country and across businesses
of different sizes. Although, Ahmad et al (2009) have examined the generalisability of
competency model across different sectors in the context of Malaysian SMEs but did not
investigate its generalisability for any specific sector. However, Mitchelmore & Rowley
(2010) have realized the importance of investigating entrepreneurial competencies for SMEs
success in specific industries for future studies to improve understanding in this regard. This
study argues that entrepreneurial competencies are dependent of various other factors such as
network competence and environmental turbulence as well. Where network competence has
been considered as moderator in many other studies such as between the entrepreneurial
orientation and performance of organization (Zhang & Zhang, 2012; Parida et al., 2010; Stam
& Elfring, 2008; Walter et al. 2006) but it has not been examined as a moderator in the
relationships between entrepreneurial competencies and business success. Similarly,
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environmental turbulence has been used as a moderator in many other studies in the field of
entrepreneurship (Chi & Sun, 2013; Wang & Fang, 2012; Sundqvist et al., 2012; Zhang &
Duan, 2010; Goll & Rasheed, 2004; Cadogan, 2001) but very little studies have considered it
as a moderator to facilitate the relationships between entrepreneurial competencies and SMEs
business success (Ahmad, 2007; Ahmad et al., 2009).

1.3 CONTRIBUTIONS BY STUDY
The present study will strive to fill the research gaps and will contribute in the
following ways,

(1) The current study will investigate the impact of cultural orientations on the
development of entrepreneurial competencies within the intra-cultural group of
entrepreneurs in the context of Malaysia.

(2) It will investigate the applicability of context specific competency model in different
cultural groups within the context of Malaysia.

(3) The present study will examine the generalisability of competency model to
businesses of Small and medium sizes in the context of wholesale and retail industries
in the service sector.

(4) This study will also investigate the moderating roles of environmental turbulence and
network competence in the relationship between entrepreneurial competencies and
SME:s business success.

1.4 RESEARCH QUESTIONS

The main research question is that “what are the most important entrepreneurial competencies
for the SMEs business success in wholesale and retail industry of service sector in the context
of Malaysia?”And the five sub-questions will be as follow;

1. What is the impact of individual cultural orientations on the development of
entrepreneurial competencies among Malaysian entrepreneurs?

2. What is the relationship between entrepreneurial competencies and SMEs business
success?

3. What are the differences and similarities among entrepreneurial competencies among
Malaysian entrepreneurs required for SMEs business success?

4. What is the moderating impact of environmental turbulence in the relationship between
entrepreneurial competencies and SMEs business success in wholesale and retail industries?

5. What is the moderating impact of network competence in the relationship between
entrepreneurial competencies and SMEs business success in wholesale and retail industries?

1.5 RESEARCH OBJECTIVES

The main objective of the present research will be to investigate essential entrepreneurial
competencies for the SMEs business success in wholesale and retail industry of service sector
in the context of Malaysia. And the five sub-objectives will be as follow;
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1. To examine the influence of individual cultural orientations on the development of
entrepreneurial competencies among Malaysian entrepreneurs.

2. To investigate the relationship between Malaysian entrepreneurial competencies and SMEs
business success in wholesale and retail industries of Malaysian service sector.

3. To identify differences and similarities in the competencies of Malay, Chinese and Indian
entrepreneurs for SMEs business success.

4. To investigate the moderating influence of environmental turbulence in determining SMEs
business success in wholesale and retail industries.

5. To evaluate the moderating influence of network competence in determining SMEs
business success in wholesale and retail industries.

1.6 SIGNIFICANCE OF STUDY

The study will be useful in many ways. For example, it will improve our understanding
regarding the most important entrepreneurial competencies needed for SMEs business
success specifically in Malaysian wholesale and retail industries. It will add to our knowledge
that how intra-cultural orientations or values might impact on the development of
entrepreneurial competencies. The outcome of this study will also reveal the similarities and
differences in the entrepreneurial competencies of Malaysian entrepreneurs due to their
different cultural orientations. This study will help SMEs’ owners and entrepreneurs to
understand the role of turbulent environment and network competence towards their success.
It will provide useful insights to achieve vision 2020 by;

% Improving SMEs’ contributions towards country’s GDP, Exports, and Employment.
% By turning Malaysian SMEs more competitive in the global market.
1.7 DEVELOPMENT OF CONCEPTUAL FRAMEWORK AND HYPOTHESES

In the proposed conceptual framework, the entrepreneurial competencies will be considered
as the independent variable and business success will be taken as the dependent variable
which will be self-reported. In addition to the main dependent and independent variables, the
framework will evaluate the moderating role of the environmental turbulence. This is because
the research suggested that business is influenced by the entrepreneurs’ perceptions regarding
environment challenges (Shane & Kolvereid, 1995; Chandler & Hanks, 1994; Tsai et al.,
1991). The moderating role of network competence will be also taken into account in this
framework. Because many researchers have argued that the firms’ abilities to develop
networks are a potential source of superior performance and sustainable competitive
advantage (Ziggers & Henseler, 2009; Dyer & Sing, 1998). Thus, this study also argues that
network competence will impact the success of businesses and will enhance the relationship
between the entrepreneurial competencies and business success. The cultural orientations will
be taken as the antecedents of entrepreneurial competencies. As cultural values shape the
individual’s behaviors (Singelis & Brown, 1995). Thus, Hofstede’s cultural dimensions will
be considered to differentiate the cultural values among Malaysian entrepreneurs that also
impact on the development of their entrepreneurial competencies. The proposed framework
leads towards the conceptual model which is depicted in figure 1.

Figure 1.Proposed Conceptual Model.
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1.7.1 IMPACT OF CULTURAL ORIENTATIONS ON THE DEVELOPMENT OF
ENTREPRENEURIAL COMPETENCIES

The cultural orientation is the extent to which traditions, practices and norms of a specific
culture impact the individuals in which they used to be actively engaged (Tsai & Datton,
2002).The study of cultural values is important for Malaysia because a growing body of
literature regarding the cultural impacts on entrepreneurship indicates that various factors
underlying the behavior of individuals actually revolve around culture (Pearson & Chatterjee,
2001). Adopting a similar perspective, Hayton et al (2002) considered culture as an important
variable to understand the activities of the entrepreneurs and suggested that entrepreneurship
is cultural bound. Correspondingly, Berger (1991) stated that modern entrepreneurship is a
unique variant that is created and sustained by the culture. The cultural values can be studied
by using various frameworks. However, this study has adopted Hofstede cultural framework
to investigate the intra-cultural differences among individuals. There are various reasons to
select the Hofstede’s framework. Firstly, sufficient existing literature is based on his
framework (Chandy & Williams, 1994). Secondly, Hofstede (1991) wrote a paper on work-
related values in the context of Malaysia. Thirdly, many other frameworks have provided
support to his framework rather than establishing an alternative to it (Smith & Bonds, 1999).
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The other motivation to use this framework is due to recommendations by other studies as
well. For instance, Johnson & Lenartowicz (1999) proposed to repeat the Hofstede’s outdated
data because rapid economic transformation might change the cultural values rapidly. There
are six dimensions of Hofstedes’ cultural framework; (i)High Power Distance versus Low
Power distance: refers to the dimension in which people with high power distance accept the
unequal distribution of power in institutions and organizations while individuals with low
power distance cultures believe on equal power distributions within organizations; (ii)
Individualism versus Collectivism: where individualism indicates a culture in which
individuals are expected to be independent and their relationships are loosely- bound, focus
mainly to attain their personal goals that precede group goals. On the other hand,
collectivistic societies are characterized with the work goals of equality over individual
freedom, consensus and harmony, group interest and motivation by security (Hofstede et al.,
2010); (ii1) Uncertainty Avoidance versus Tolerance for Ambiguity: former dimension is
related with the actions of members of a society towards unknown events or uncertain
situations and society usually strives to avoid the ambiguous situations that are high on this
dimension. Whereas, latter dimension indicates the extent to which individuals in a society
does not feel threatened by uncertain and ambiguous situations (Hofstede et al., 2010); (iv)
Long-Term Versus Short-Term Orientation: where the first dimension refers for a society in
which individuals are concerned towards future rewards through long-term planning and
indicates perseverance and thrift whereas short-term orientation stands for a society in which
individuals follow their traditions and fulfill social obligations (Hofstede, 2013); (v)
Masculinity Versus Femininity, masculinity indicates the dominant values of individuals such
as assertiveness, not caring for others and the acquisition of money and things while in
femininity the quality of life and caring for others are considered more important relative to
acquisition of materialistic things (Hofstede, 2013); and sixth dimension is (ix) Indulgence
Versus Restraint, according to Hofstede (2013), indulgence describes members’
characteristics of free gratification in relation to some desires and feelings, on the other hand,
the members in restraint cultures tend to control gratification because they feel that they are
less able to be happy in their lives. Ahmad (2007) has investigated the impact of only two
cultural dimensions of Hofstede’s framework on the development of entrepreneurial
competencies, i.e, (i) Collectivism and Individualism; (ii) Uncertainty Avoidance/Tolerance
for Ambiguity. But this study argues that other cultural dimensions of Hofstede’s framework
could also influence the development of entrepreneurial competencies in the context of
Malaysian entrepreneurs. This lead to the development of following hypotheses;

H1: The cultural orientations of entrepreneurs will have the positive impact on

entrepreneurial competencies among Malaysian entrepreneurs.

1.7.2 IMPACT OF ENTREPRENEURIAL COMPETENCIES ON SMES’ BUSINESS
SUCCESS

Competencies contribute a lot for successful entrepreneurship. Entrepreneurial competencies
are related with the performance of the firm and its competitiveness (Man et al., 2002),
growth and success of the business (Colombo & Grilli, 2005). According to many studies, the
entrepreneur’s psychological and behavioral, demographic characteristics, managerial and
technical skills are the most important determinants for the performance and success or
failure of small and medium -sized enterprises (Rasmussen, et al., 2011; Man et al., 2008;
Man et al., 2002; Chandler & Hanks, 1994).The entrepreneurial competencies are associated
with birth, survival and venture’s growth (Colombo & Grilli, 2005; Baum et al., 2001; Bird,
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1995). There is evidence that an entrepreneur’s skills lead to venture performance, expansion
or growth (Lerner & Almor, 2002; Bird, 1995; Cooper et al., 1994). Thus, the following
hypotheses can be developed in this regard,

H2: There will be a positive relationship between entrepreneurial competencies and business
success.

1.7.3 THE MODERATING IMPACT OF ENVIRONMENTAL TURBULENCE

Environmental turbulence represents the extent of unpredictable change in the environment
of an organization (Goll & Rasheed, 2004). The unpredictable actions of the competitors,
customer’s preferences and changes in technology represent the turbulence in the business
environment (Sohi, 1996). Such uncertainty requires rapid changes in the market practices
and in the way of operating the business (Covin et al., 2006). Gibb (2005) stated that
entrepreneurs are required to acquire the competencies to survive in such a challenging
settings. The study of Tsai et al. (1991) indicated that the environment does influence the
performance of the firms. Lindelof & Lofsten (2006) stated that turbulence and
environmental uncertainty is a regular feature of the business environment of the small firms,
which demands more specific entrepreneur competencies to deal with such environments.
Contingency theory states that the decisions of the managers that are depicted by their actions
and behaviors are influenced by the views about the suitable ways of implementation of the
decisions in a given environmental context (Entriaglo et al,. 2001). Applying the concept of
“fit” of strategic contingency theory in the context of entrepreneurial competencies, it can be
stated that the entrepreneurs should be competent enough to face the uncertainty in their
business environment.

In the context of SMEs, the impact of the business environment on the entrepreneurial
activities impacts the way of doing business (Covin & Slevin, 1989). The entrepreneurship
literature has reported the impact of business environment, especially the moderating
influence of business environment on the relationship between performance and business
strategies (Westerberg et al.,, 1997; Tsai et al., 1991). The moderating role of turbulent
environment in the relation between other organizational variables and firm’s performance is
also shown in the literature. For instance, the previous studies such as Goll & Rasheed (2000)
provided evidence for the moderating role of dynamic or turbulent environment in the
relationship between outsourcing and firm’s performance. Many other studies have also
revealed the moderating role of external environment, such as; Antoncic & Hisrich (2001)
have used the external environment as a moderator to reveal its impact on the relationship
between level of entrepreneurship and organizational performance. Similarly, Ahmad (2007)
used the external environment as a moderator between entrepreneurial competencies and
business success. Also many other studies also used external environment as a moderator in
the relationship of ownership and performance (Li & Simerly, 1998); in the relationship
between leadership behavior of entrepreneur and new firm’s performance (Ensley et al,
2006); on the relationship between entrepreneur orientation and firm performance (Lumpkin
& Dess, 2001); on the relationship between exploratory innovation, exploitative innovation
and performance (Jansen et al., 2006).Likewise, the environmental turbulence is widely used
as an exogenous variable with its moderating effect in many other previous and recent studies
as well (Chi & Sun, 2013; Wang & Fang, 2012; Zhang & Duan, 2010; Ahmad, 2007; Goll &
Rasheed, 2004).Thus, the current study also argues that the environmental turbulence can act
as a moderator between entrepreneurial competencies and SMEs’ business success as well.
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Therefore, the following hypotheses is developed regarding the moderating role of
environmental turbulence,

H3: The environmental turbulence moderates the relationship between entrepreneurial
competencies and business success in SMES. Thus, the relationship between entrepreneurial
competencies and business success will be stronger when environmental turbulence is high.

1.7.4 THE MODERATING IMPACT OF NETWORK COMPETENCE

Network competence is defined as the firm’s ability to develop and
manage and effectively deal the relations with their customers, suppliers, and other
organizations (Ritter et al. 2002; Ritter, 1999). The firms’ abilities to develop networks are a
potential source of sustainable competitive advantage and success (Ziggers & Henseler 2009;
Dyer & Singh 1998). According to entrepreneurship theory, the ability to detect, exploit and
willingness to pursue the opportunity in the marketplace are the essence of entrepreneurship
(Oviatt & McDougall, 2005; Shane & Venkataraman, 2000; Stevenson & Jarillo, 1990).
Since not all entrepreneurs have such abilities and sufficient resources to access the
opportunities. Therefore, they need to collaborate with other economic actors to gain access
to markets and resources (Zain & Ng, 2006). Thus, they have to develop networks in order to
exploit new opportunities, learn from experiences, obtain knowledge and to access resources
(Chetty & Holm, 2000). Therefore, Dubini & Aldrich (1991) considered entrepreneurship as
a networking activity. Network relationships provide access to knowledge, power,
information, technologies and capital (Elfring & Hulsink, 2003, Inkpen & Tsang, 2005).
Several researchers have investigated the relationship between networking and firm
performance. For instance, according to Gulati et al. (2000) the firm’s performance can be
fully understood by examining its network relationships. Networking or network
relationships lead to superior firm performance (Ritter & Gemiinden, 2004). Network
competence is one of the core competence and firm’s developed relational abilities (Ritter et
al. 2002). The previous studies found that networks help the small firms in accessing difficult
to imitate resources and in achieving innovativeness (Ahuja, 2000; Baum et al.,2000), in
achieving superior performance, survival and growth by assisting firms to enter faster in
new markets (Walter et al., 2006; Lee et al., 2001).

The Resource Dependence Theory (RDT) theory focuses on the needs of firm’s resources
(Chiu, 2008). Thus, the firms seek to build relationships with other firms to gain to access the
needed resources and assets (Nohria & Garcia-Pont, 1991; Kogut, 1988; Pfeffer & Salancik,
1978). Traditionally, the firms more depend on their vertical network members but now
increasingly establish relationships with their horizontal actors to acquire resources (Chiu,
2008). Thus, RDT focuses on the firm’s requirements to gain resources from other
environmental actors and states that how insufficient firms’ resources force them to make
new innovations by utilizing alternative resources (Sherer & Lee, 2002; Salancik & Pfeffer,
1978).

The concept of network competencies is derived from the Firm’s Resource Based View
(RBV) which is a key pillar in the literature of strategic management (Barney, 1991). A
firm’s competencies or resources refer to all capabilities, assets, knowledge and processes
that reside in the firm (Amit & Schoemaker, 1993; Peteraf, 1993). Barney & Arikan (2001)
highlighted the basic assumption of the resource-based view of competitive advantage that a
firm controls its important strategic resources in different ways from other firms, and such
key resources are not perfectly mobile between firms. The RBV suggests that the aim of any
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strategy is to improve the value creation capability of firm resources (Reed & DeFillippi,
1990; Wernerfelt, 1984). The resource characteristics are main conditions to enhance the
potential for firm’s value-creation (Barney, 1991). Sustainable competitive advantage can be
obtained by meeting these positive conditions. According to Barney (1991), the four
conditions should be met by the resources that can lead to competitive advantage, namely,
rare, valuable, imperfectly substitutable and imperfectly imitable. These four conditions are
considered desirable when overall resource profile (i.e. combination of resources) of a firm
meet them. As, the network competence of a firm refer to its ability to handle network
relationships with key parties and improve its network status (Jian & Wang, 2013). Arguably,
the performance of an organization largely depends on those parties with whom it interacts
(Jian & Wang, 2013). We therefore argue that the firm’s ability to establish and manage
relationships with main customers, suppliers and other organizations and its effectively
dealing of such relationships is a firm’s core competence that represents its performance and
competitive strength, which the firm’s network competence. The firm’s value creation is
derived and grown from its network relationships with external parties (Dyer & Singh, 1998)
and such firm’s value is influenced by alliance activities (Anand & Khanna, 2000; Kale et al.,
2002). The moderating role of network competence has been investigated in many other
studies in the relationship between entrepreneurial orientation and firms’ performance (Zhang
& Zhang, 2012; Parida et al., 2010; Stam & Elfring, 2008; Walter et al. 2006). Thus, based on
the existing literature and theories of RDT and RBYV, this study assumes that network
competence improves the relationships of independent and dependent variables and facilitates
the entrepreneurial competencies towards business success.

From above literature and conceptual framework, the following hypotheses have been

developed,

H4: The network competence moderates the relationship between entrepreneurial
competencies and business success in SMES. Thus, the relationship between entrepreneurial
competencies and business success will be stronger when network competence is high.

1.8 DISCUSSION AND CONCLUSION

The existing studies are evident regarding the important role of entrepreneurial competencies
towards business success of SMEs in developed as well as developing countries (Solesvik,
2012;Rasmussen, et al., 2011; Mitchelmore & Rowley, 2010; Man et al., 2008; Hayton &
Kelly, 2006; Ahmad, 2007;Colombo & Grilli, 2005; Baron & Markman, 2003; Man et al,
2002; Lerner & Almor, 2002; Baum et al., 2001; Stewart et al., 1999; Freel,1999; Chen et al.,
1998; Thompson et al., 1997; Bird, 1995; Chandler & Hanks, 1994). The successful SMEs
are crucial for the progress of every country’s economy and thus it is important to consider all
factors both internal as well as external that could impact on SMEs business success (Ahmad,
2007; Ahmad et al., 2009). Therefore, the proposed conceptual model will consider the
moderating impacts of environmental turbulence and network competence on the strength of
the relationship between entrepreneurial competencies and SMEs business success. The
cultural orientations also play a vital role in shaping entrepreneurial behaviors and developing
entrepreneurial competencies as well. A new theoretical framework has been suggested and
hypotheses have been developed as well after reviewing the existing literature. The proposed
model has considered all cultural dimensions of Hofstede’s cultural framework as
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antecedents for entrepreneurial competencies. Thus, an empirical study is further
recommended to test the validity of these hypotheses in the context of wholesale and retail
industry of Malaysia. The generalisability of this model is suggested to investigate on other
industries of Malaysian service sector. Also, a comparative study can be conducted by
examining the specific competencies need for SMEs success across different industries of
Malaysian service sector. The outcomes of this study will have many practical implications,
for instance, entrepreneurs will improve their knowledge regarding the most specific
competencies needed by them for the success of the SMEs’ businesses. The role of network
competence and environmental turbulence will be revealed as moderating variables between
the entrepreneurial competencies and SMEs business success. Moreover, by investigating the
impact of cultural orientations on the development of entrepreneurial competencies will also
improve understanding that how different cultures of Malays, Indians and Chinese influence
on the development of entrepreneurial behaviors and competencies among Malaysian
entrepreneurs. Thus, this study will provide useful insights regarding the factors that can
improve the performances of SMEs because only successful SMEs contribute more towards
the country’s GDP, employment, and exports and will help Malaysia to achieve vision 2020
of becoming an advanced nation.

ACKNOWLEDGEMENTS:

This paper is a part of ongoing research at PhD level.

REFERENCES

[1] Ahmad, N. H. (2007).“A Cross-cultural study of entrepreneurial competencies
andentrepreneurial success in SMEs in Australia and Malaysia”, Doctorial
theses. University of Adelaide, Adelaide School of Business, Australia.

[2] Amit, R., &Schoemaker, P. J. (1993),“Strategic assets and organizational rent”,
StrategicManagement Journal, 14(1), 33-46.

[3] Anand, B. N., &Khanna, T. (2000), “Do firms learn to create value? The case of
alliances”, Strategic Management Journal, 21(3), 295-315.

[4] Ahuja, G. (2000), “Collaboration networks, structural holes, and innovation: A
longitudinal study”, Administrative Science Quarterly, 45(3), 425-455.

[5] Antoncic, B., &Hisrich, R. D. (2001),“Intrapreneurship: construct refinement and cross-
cultural validation”, Journal of Business Venturing, 16(5), 495-527.

[6] Ahmad, N. H., Ramayah, T., Wilson, C., &Kummerow, L. (2010),“Is entrepreneurial
competency and business success relationship contingent upon business environment?:
A study of Malaysian SMEs”, [International Journal of Entrepreneurial
Behaviour&Research, 16(3), 182-203.

[7] Ahmad, N. H., &Seet, P. S. (2009),Dissecting behaviours associated with business
failure: A qualitative study of SME owners in Malaysia and Australia”,Asian Social
Science, 5(9), 98.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 44

[8] Ahmad, N. H., Wilson, C., &Kummerow, L. (2011), “Assessing the dimensionality of
business success: The perspectives of Malaysian SME owner-managers ”, Journal of
Asia-Pacific Business, 12(3), 207-224.

[9] Alam, S. S. (2010), “Assessing barriers of growth of food processing SMIs in Malaysia: a

factor analysis”,International Business Research,4(1), 252.

[10] Aida, I. (2011),“Ethnicity And Cultural Values: An Empirical Study Of Malay And
Chinese Entrepreneurs In Peninsular Malaysia”, Sarjana, 26(1), 22-40.

[11] Bird, B. (1995),“Toward a theory of entrepreneurial competency”, Advances in
Entrepreneurship, Firm Emergence, and Growth, JAI Press, 2, 51-72.

[12] Begley, T. M., & Boyd, D. P. (1987), “A comparison of entrepreneurs and managers of
small business firms”, Journal of Management, 13(1), 99-108.

[13] Baum, J. R., Locke, E. A., & Smith, K. G. (2001), A multidimensional model of venture

growth”, Academy of Management Journal, 44(2), 292-303.

[14] Berger, B. (1991),“The culture of entrepreneurship”, San Francisco, CA: ICS Press.

[15] Barney, J. B., &Arikan, A. M. (2001),“The resource-based view: Origins and
implications”, The Blackwell Handbook of Strategic Management, 124-188.

[16] Beaver, G., & Jennings, P. (2005),“Competitive advantage and entrepreneurial power:

The dark side of entrepreneurship ”, Journal of Small Business and Enterprise
Development, 12(1), 9-23.

[17] Colombo, M. G., &Grilli, L. (2005),“Founders’ human capital and the growth of new
technology-based firms: A competence-based view ”, Research policy,34(6), 795-816.

[18] Chetty, S., &Blankenburg Holm, D. (2000),“Internationalisation of small to medium-
sized manufacturing firms: a network approach”, International Business Review, 9(1),
77-93.

[19] Chandy, P. R., & Williams, T. G. (1994),“The impact of journals and authors
oninternational business research: A citational analysis of JIBS articles ”, Journal of
International Business Studies, 715-728.

[20] Chandler, G. N., & Hanks, S. H. (1994), “Market attractiveness, resource-based
capabilities, venture strategies, and venture performance”, Journal of Business
venturing, 9(4), 331-349.

[21] Capaldoa, G., Iandolib, L., & Ponsiglionec, C.(2004), “Entrepreneurial competencies
and training needs of small firms: A methodological approach”,Paper presented at the
14" Annual IntEnt Conference, Napoli.

[22] Covin, J. G., Green, K. M., & Slevin, D. P. (2006), “Strategic process effects on the

entrepreneurial orientation—sales growth rate relationship”, Entrepreneurship Theory and
Practice, 30(1), 57-81.

[23] Covin, J. G., &Slevin, D. P. (1989), “Strategic management of small firms in hostile and
benign environments”, Strategic Management Journal, 10(1), 75-87.

[24] Dyer, J. H., & Singh, H. (1998),“The relational view: cooperative strategy and sources
of inter organizational competitive advantage”, Academy of Management Review, 23(4),
660-679.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 45

[25] Ensley, M. D., Hmieleski, K. M., & Pearce, C. L. (2006), “The importance of vertical
and shared leadership within new venture top management teams: Implications for the
performance of startups”, The Leadership Quarterly, 17(3),217-231.

[26] Elfring, T., &Hulsink, W. (2003), “Networks in entrepreneurship: The case of high-
technology firms”, Small business economics, 21(4), 409-422.

[27] Gales, L. M., & Blackburn, R. S. (1990), “An analysis of the impact of supplier
strategies and relationships on small retailer actions, perceptions, and
performance”, Entrepreneurship Theory and Practice, 15(1), 7-21.

[28] Goll, I., &Rasheed, A. A. (2004),“The moderating effect of environmental munificence

and dynamism on the relationship between discretionary social responsibility and firm
performance”, Journal of Business Ethics, 49(1), 41-54.

[29] Gomez, ET, Loh, WL & Lee, KH (2004),“Chinese Business in Southeast Asia”, London
and New York: RoutledgeCurzon, 62-84.

[30] Hofstede, G., (1980), “Culture's Consequences”, Sage Publications.

[31] Hofstede, G., (2013), “The Hofstede Centre”, [Online] Available at:
http://geerhofstede.com/dimensions.html [Accessed 12 December 2015].
[32] Hayton, J. C, George, G., Zahra, S. A. (2002),“National culture and entrepreneurship: A

review of behavioural research”, Entrepreneurship Theory and Practice, 26(4), 33-52.

[33] Hofstede, G., de Hilal, A. V. G., Malvezzi, S., Tanure, B., &Vinken, H. (2010),
“Comparing regional cultures within a country: Lessons from Brazil”, Journal of Cross-
Cultural Psychology, 41(3), 336-352.

[34] Hoffmann, T. (1999), “The meanings of competency”, Journal of European Industrial
Training, 23(6), 275-286.

[35] Hofstede, G. (1991),“Management in a multicultural society”, Malaysian Management
Review, 26(1), 3-12.

[36] Ibrahim, A. B., & Goodwin, J. R. (1986),“Perceived causes of success in small
business”, American Journal of Small Business, 11(2), 41-50.

[37] Johnson, J. P., &Lenartowicz, T. (1999),“Culture, freedom and economic growth: do
cultural values explain economic growth?”, Journal of World Business, 33(4), 332-356.

[38] Kiggundu, M. N. (2002), “Entrepreneurs and entrepreneurship in Africa: what is known
and what needs to be done ”,Journal of Developmental Entrepreneurship, 7(3), 239-258.

[39] Kogut, B., & Singh, H. (1988),“The effect of national culture on the choice of entry
mode”, Journal of International Business Studies, 411-432.

[40] Krishnasamy, B.W, (2012),“A Study Of Motivation Factors Among Indian
Entrepreneurs In Klang Valley”, Master Theses, Universiti Utara Malaysia.
[41] Lerner, M. &Almor, T.(2002),“Relationships among strategic capabilities and the

performance of women-owned small ventures”, Journal of Small Business Management,
40, 109-125.

[42] Lindelof, P., &Lofsten, H. (2006),“Environmental Hostility and Firm Behavior—An
Empirical Examination of New Technology-Based Firms on Science Parks”,Journal of
Small Business Management, 44(3), 386-406.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�
http://geer/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 46

[43] Li, M., &Simerly, R. L. (1998),“The moderating effect of environmental dynamism on
the ownership and performance relationship”, Strategic Management Journal, 19(2),
169-179.

[44] Lee, D. Y., & Tsang, E. W. (2001),“The effects of entrepreneurial personality,
background and network activities on venture growth”, Journal of Management
Studies, 38(4), 583-602.

[45] Lumpkin, G. T., &Dess, G. G. (2001), “Linking two dimensions of entrepreneurial
orientation to firm performance: The moderating role of environment and industry life
cycle”, Journal of Business Venturing, 16(5), 429-451.

[46] Lim, L. (2001),“Work-related values of Malays and Chinese Malaysians”, International
Journal of Cross Cultural Management, 1(2), 209-226.

[47] Man, T. W., Lau, T., & Chan, K. F. (2002),“The competitiveness of small and medium
enterprises: a conceptualization with focus on entrepreneurial competencies”, Journal of
Business Venturing, 17(2), 123-142.

[48] Man, W. Y. T. (2001), “Entrepreneurial competencies and the performance of small and
medium enterprises in the Hong Kong services sector”, Doctoral dissertation, The Hong
Kong Polytechnic University.

[49] Man, T. W., & Lau, T. (2005),“The context of entrepreneurship in Hong Kong: An
investigation through the patterns of entrepreneurial competencies in contrasting
industrial environments”, Journal of Small Business and Enterprise Development, 12(4),
464-481.

[50] Man, T. W., Lau, T., &Snape, E. (2008),“Entrepreneurial competencies and the
performance of small and medium enterprises: an investigation through a framework of
competitiveness”, Journal of Small Business & Entrepreneurship,21(3), 257-276.

[51] Mitchelmore, S., & Rowley, J. (2010),“Entrepreneurial competencies: a literature
reviewand development agenda”, International Journal of Entrepreneurial
Behaviour&Research, 16(2), 92-111.

[52] Minai, M. S., Ibrahim, Y., &Kheng, L. K. (2012),“Entrepreneurial Network in Malaysia:
Are There Any Differences Across Ethnic Groups?”,Journal of Business and Policy
Research,7(1), 178-192.

[53] Ngoma, M., &Ntale, P. D. (2014), “Network Competence And Internationalization Of
Service Firms In Uganda”, Asian Journal of Science and Technology, 5(3), 160-170.

[54] Nohria, N., & Garcia-Pont, C. (1991),“Global strategic linkages and industry
structure”, Strategic Management Journal, 12(S1), 105-124.

[55] Ng, H. S., &Kee, D. M. H. (2011),“Key Intangible Performance Indicators (KIPs) for
Organisational Success: The Literature Review”, International Journal of Asian
Business and Information Management (IJABIM), 2(3), 1-14.

[56] Oviatt, B. M., & McDougall, P. P. (2005), “Defining international entrepreneurship and
modeling the speed of internationalization”,Entrepreneurship Theory and
Practice, 29(5), 537-554.

[57] Omar, S. (2006),“Malay business: Revivalism through entrepreneurship”, Pelanduk
Publications.

[58]Pearson, C. A. L., &Chatterjee, S. R. (2001),“Perceived societal values of Indian
managers: Some empirical evidence of responses to economic reform”,/nternational
Journal of Social Economics, 28(4), 368-379.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 47

[59] Peteraf, M. A. (1993),“The cornerstones of competitive advantage: A resource-based
view”, Strategic Management Journal, 14(3), 179-191.

[60] Pfeffer, J., &Salancik, G. R. (2003), “The external control of organizations: A resource
dependence perspective”, Stanford University Press.

[61] Rasmussen, E., Mosey, S., & Wright, M. (2011),“The evolution of entrepreneurial
competencies: A longitudinal study of university spin-off venture emergence”, Journal
of Management Studies, 48(6), 1314-134.

[62] Ritter, T., &Gemiinden, H. G. (2004),“The impact of a company's business strategy on
its technological competence, network competence and innovation success”, Journal of
Business Research, 57(5), 548-556.

[63] Ritter, T. (1999),“The networking company: antecedents for coping with relationships
and networks effectively”, Industrial Marketing Management, 28(5), 467-479.

[64] Reed, R., &DeFillippi, R. J. (1990),“Causal ambiguity, barriers to imitation, and
sustainable competitive advantage”, Academy of Management Review, 15(1), 88-102.

[65] Ritter, T., Wilkinson, 1. F., & Johnston, W. J. (2002),“Measuring network competence:
some international evidence”, Journal of Business & Industrial Marketing, 17(2/3), 119-
138.

[66] Singelis, T. M., & Brown, W. J. (1995), “Culture, self, and collectivist communication
linking culture to individual behavior”, Human Communication Research, 21(3), 354-
3809.

[67]Shane, S., &Venkataraman, S. (2000), The promise of entrepreneurship as a field of
research”, Academy of Management Review, 25(1), 217-226.

[68] Salancik, G. R., &Pfeffer, J. (1978), “A social information processing approach to job
attitudes and task design”, Administrative Science Quarterly, 224-253.

[69] Sherer, P. D., & Lee, K. (2002),“Institutional change in large law firms: A resource
dependency and institutional perspective”, Academy of Management Journal, 45(1),

102- 119.

[70] Stevenson, H. H., &Jarillo, J. C. (1990), “4 paradigm of entrepreneurship:

entrepreneurial management”, Strategic Management Journal, 11(5), 17-27.

[71] Sohi, R. S. (1996), “The effects of environmental dynamism and heterogeneity on
salespeople’s role perceptions, performance and job satisfaction”, European Journal of
Marketing, 30(7), 49-67.

[72] Stuart, R. W., &Abetti, P. A. (1990),“Impact of entrepreneurial and management
experience on early performance ”, Journal of Business Venturing,5(3), 151-162.

[73] Smith & Bonds, (1999),“Social psychology across cultures. In Lim, L. (2001).Work-
related  values of Malays and Chinese Malaysians”, International Journal of Cross
Cultural Management, 1(2), 209-226.

[74] Tsai, J. L., Chentsova-Dutton, Y., Freire-Bebeau, L., &Przymus, D. E. (2002),
“Emotional expression and physiology in European Americans and Hmong
Americans,” Emotion, 2(4), 380.

[75] Wernerfelt, B. (1984), “A resource-based view of the firm”, Strategic Management
Journal, 5(2), 171-180.

[76] Wang, M. & Fang, S. (2012),“The moderating effect of environmental uncertainty on the
relationship between network structures and the innovative performance of a new
Venture”, Journal of Business & Industrial Marketing, 27(4), 311-323.

[77] Zhang, J., &Duan, Y. (2010), “The impact of different types of market orientation on
product innovation performance: evidence from Chinese manufacturers”, Management
Decision, 48(6), 849-867.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

Rev. Integr. Bus. Econ. Res. Vol 4(3) 48

[78] Ziggers, G. W., &Henseler, J. (2009),“Inter-firm network capability: how it affects
buyer-  supplier performance”, British Food Journal, 111(8), 794-810.

[79] Zain, M., & Ng, S. 1. (2006),“The impacts of network relationships on SMEs'
internationalization process”, Thunderbird International Business Review, 48(2), 183-
205.

Copyright © 2015 Society of Interdisciplinary Business Research (www.sibresearch.org)
ISSN: 2304-1013 (Online); 2304-1269 (CDROM)



http://www.sibresearch.org/�

	 Indulgence/Restraint

